
EXHIBIT "J"



5913104 vI

This is Exhibit "I"
to the affidavit of Peter A.M. Kalins,

sworn before me on the 2nd day
of January, 2012

ommissioner for Taking Affidavits

'Y~Yannlc1<Katiral, a .
CommIssioner etc., Province of Ontano,
While a student-at-Iaw.
Expires April 12, 2013.

369



Timminco Limited
7.010 t,nn""t fie port

P,b;~

INDEPENDENT AUDITORS' REPORT
370

for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. An audit also includes

evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by
management, as well as evaluating the over"all oresentation
of the consolidated financial statements.

We believe that the audit evidence we have obtained in OUt"
audits is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion
In our opinion, the consolidated financial statements present
fairly, in all material respects, the financial position of

Timminco Limited as at December 31, 2010 and 2009 and
the results of its operations and its cash flows for the years
then ended in accordance with Canadian generally accepted
accounting principles.

Emphasis of matter
Without qualifying our opinion, we draw attention to Note 1
in the consolidated financial statements which indicates

that the Company incurred a net loss of $74.8 million and
$134.2 million during the years ended December 31, 2010

and 2009, The Company has also been named as a defendant
in a dass action lawsuit, the outcome and timing of which is
uncertain as indicated in Note 18, These conditions, along with

other matters as set forth in Note 1, indicate the exist"nce of a
material uncer"tainty that may cast significant doubt about the
Company's abil.ity to continue as a going concern,

Chartered Accountants
l..icensed Public Accountants

Toronto, Canada
March 25, 2011

Auditors' responsibility
Our responsibility is to express an opinion on these consolidated

financial statements based on our' audits. We conducted our
audits in accordance with Canadian generally accepted auditing
standards, Those standards require that we comply with
ethical. requirements and plan and perform the audit to obtain

reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

To the Shareholders of Timminco Limited

We have audited the accompanying consolidated financial

statements of Timminco Limited, which comprise the
consolidated balance sheets as at December 31,2010

and 2009, and the consolidated statements of loss and
comprehensive loss and deficit and cash flows for' the years
then ended, and a summary of significant accounting policies
and other explanator'y information.

Management's responsibility for
the consolidated financial statements
Management is responsible for the preparation and fair
presentation of these consolidated financial statements in

accordance with Canadian generally accepted accounting
principles, and for such internal control as management
determines is necessary to enable the preparation of
consolidated financial statements that are free from material.
misstatement, whether due to fraud or error.

An audit involves performing pt"ocedures to obtain audit
evidence about the amounts and disd05ures in the
consolidated financial. statements. The procedures selected

depend on the auditors' judgment, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, In making
those risk assessments, the auditors consider' internal control.
relevant to the entity's preparation and fair presentation of
the consolidated financial statements in or'der to design audit
procedures that are appropriate in the circum::tances, but not
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CONSOLIDATED BALANCE SHEETS
See Note 1 regarding Going Concern

As at December 31 2009

ASSETS

Current f-\ssets

U75 U82

3,046 26.769

83,608 91,3%

222

3,1/,0 9'JfJ".
2,283 2,831

1.,91'1 7.87[;

;,170$8,076$Gash and cash eqllivalent

Restricted ca:~h (Note 1()!

Accounts receivabte {Not(, ·161

Due iTom related companies (Note 12]

inventories INole 1,.)

Fin!sh(~d qood.~; consign(·~d to n~!ated cornpany [N(lt{~ 12J

l..on9 term feceivabtcs

Lon£} tenn inventories [Note t~l

Property, plant and equipmf>nl {Noles 5 ~)[)d 71

Inveslmenl in Applied Magnes!um

Employee future be:H:~nls

Future in<.:orrl(·~ tax(·~s (No((! 15]

Intangible ~·)ssets [Noles 6 <3nd 7}

Gocdv.;iU '7l

LIABILITIES

Current L'obilit;e~;

['sank indt:~bt{;\dne~;s [Note 31

Accpunts pay~·)bte 0;)C1 :~ccn.H~d liabilities (Note 16)

Deferreli revenue

$ /'0,315

19,627

9,605

Due 10 I'elated comp'1n;es INote 12)

Futur-e incorn~~ 1~"lxes {Note 151

Cun'ent portion of [on\J terrY! k,llil;ti"" {Note 91

Curren I term {Note 101

Due to reLat\-:d c:omp~";ni{"~~; (Note", "12)

1..(H1i~ term U<:lb1litjes {Note 91
Employee future benefits (Nole 111

f::uture income Uxes {Nole 151

(Not() 101

Non-conlrolling intercsl (Nole 14l

2.604 39,1513

SHAREHOLDERS' EOUITY

Capiial stock INote 13)

Equity cornpenent of convertible notes {Note 121

Contribul.e-)(i surplus {Note 13(cll

DefiCit

311.523

21'1

21,323

285,951

21'7

12.996

The accompanying notes are an integral part of these consolidated f"inancial statements_

See Note 18 regarding Commitments, Contingencies and Guarantees

On behalf of the Board:

lsiqncdl Dr, Heinz C. 5chirnrnetbu~";ch ls;gner.l! Mickey M, Yaks;ch

Director Oir·ector
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

Years ended December 31 21110 2009

1!;1 ,7C8

29,038

13,212

2,08:,

104.:;68$

(7,5i17) 139,039!

[506! [4,293!

!l,(91) [1,6271

[1,109)

!1;98i

{132,442]

~N 56.,/

724
" ,~ :.'iSOL t

[74,154) "' 1134,222)
"'598

69B

170

$ ['l(c j'I~21 $ [133,354!

$ (0;40) $ [1.O9!

IS4,167,l;20 123,1~47,806

Other comprehensive loss, net of income taxes

Comprehensive loss

Loss per common 5han~-basicand diluted

Income tax expense [Note 1!;]

Curr(·~nt

Future

Weighted average number of common shares outstanding-basic and diluted {Note 13(bJ!

Loss before the undernoted

hnpairrnent of long lived assets INote 7j

ReoqJani:zation costs fNote 101

Environmental remediation costs (Note 10!

Loss on disposal of M13gnesiurn Division

Healized fOfeign exchange loss on Fundo investment bankruptcy

I'YII'''";"",,,,,,! of inv(·~~:.trnent in

R(·~al!znd Tot(·)i9n (·)xchan9G loss on FundI) bankruptcy

f~e;:.)li2ed r'orei~Jn c:<chc::nqe tOSS on the disposal of" the Magnesium Group

Loss before jnr:ome taxes

Net loss before non-controlling interest

Non-contrOlling interest

Net loss

lin thousands of Canadian dollars. except for loss per "hare information)

Sales

Expenses

Cost of goods soLd INo!(, 4!

Selling and adrninistrative

Amortization of properly, plant and equipment

AlTlort.izat~on of intangibte assets

lnt(·)n~st lNot(~s 8,9 and 12l

The accompanying noles are an integral part of' these consolidated financial statements,

CONSOLIDATED STATEMENTS OF DEFICIT

Years ended Decernb(·~r 31 2009

lin thousands of Canadian dollars!

Deficit, beginning of year

Net los;;

$ 123S,427i $ !104,205i
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31

fin thousands of CHnadian dollars]

Cash flows ff(Jrn (u~;ed inJ openltin9 activitit-~s

Net loss
li.dju~~lrnentsfor items not requiring cash

Amo:-tization of property, plant and equipment
!;mortization of intangible assets
Non-controlling intt~l"(·!st

Net I'ealizable value provision for invenlol'ies [Note 4)
Intprt.~sl (·!xp(~ns(·~

Accretion of convertible debt
Stock-based compensation !Noto 13{cl!
Financing costs t~xp{o~ns~:d

Reo:'ganization costs !Note 101
Provi.slon for contr"act lerrnination dairns [Nott.~ 10l
Provision for environmental remediation INote 10)
!,ccr<'tion of environmentat n'lnodiation co,ts INote 10)
B(OHH~fits plan eXp{~nSi~~

Unrealized f-oreign exchange gain
Irnp:1irrnt:.~nt of long livt.~d assets
Futu:-e income taxes
Loss on disposal of Magnesium Division
Jrnpainnent of inVH!;trrl(o~nt lrl Funck.
Impairment of' investment in t\PP"ed Magnesium

Accrued employe(·} future be:n(::I'it£; paia
Expenditures charged a~Jain5t \On9 term provisions (Note 101
Change in non~cash wo'~king capital items

lncn~('ls(,~ in restr-icted cash
Decrease /increase) in accounts rece!vable
Dec(~~f.!St~ in inventiJrlos
lncrt'li3se in prep~;id expen~;e~; and deposits
lncn.::~as~~ Ideo-easel in accounts pcyable and accrued liabilities
O(·;cr-eHso in d('~P05its

[6,343)
[2,0001

i1(5)
[2,9'7'7)
10,666

1371
95

2009

[131,,222)

13,212
2,085

9,3'7'1

759
7,927

425

1,098
529

4,908
[liJl

39,039
1,72/,
1,109

698
4,07'1

!4,2991
i4,1,131

23,~)96

8,198

1681
115,8101

120{,)

373

Capitat expenditures [Note 51
D(~v(~l.()prnent co~;ts capitaU2t~d (Not(~ 6)
Decrease in short term investmenls
Inves1rnent in Applit~d Magnesium
Decrease in [.,:Jng term receivable
Proceeds on disposal oj' property, ptant and equipment INote 121

Issuance of cornrnon sh,':.lres [Note
fss\J:;Jnce of convertible bond [Note 91
DecrH~')Se in bank jndi;~btednt~ss {N(}t~~ Sl
Term loan, net
Dec.rease in tong term liabilities
increase inl.oans frorn related companies {Note 12J

!3'1,7521
15,656)

116
10(J

'"
!~.821

24.5'15

Incn·:ase {decreasel in cash during the year
Cash and cash equivalents aSSUlnea Applied Magnesium

6,906 !2,975J
i3671

The accornpanying notes are an !!1tegrat part of these consolidated financial staternent~/.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
On thousands of Canadian dollars, except per share amounts]
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Tirnminco Limited
:?OH) J::'nnual R:,-port

P.67

374

1. Going Concern

The consolidated financial. statements of Timminco
Limited ("Timminco" and, collectively with its consolidated
subsidiaries, the "Company") have been prepared on a going

concern basis, which contemplates the Company having
sufficient liquidity to realize its assets and to discharge
its liabilities in the normal course of business for the

foreseeable future. However, the Company incurred net
losses of $74.8 million and $134.2 million for the years
ended December 31,2010 and 2009, respectively. In addition,
Timminco has been named as a defendant in a proposed class
action lawsuit and, while the timing and outcome of such

lawsuit are uncertain, the amount of any damages awan:ied
could be substantial (see Note 18).

In the fourth quarter 2010, the Company fully repaid borrowings

under its cl"edit agreement with Bank of America and
establishc,d <1 new senior revolvin(:l credit facility with Bank of

America for a further three years, and extended the term of both
its term debt due to Investissement Quebec and its convertible
loan from AMG Advanced Metallurgical Group. However', the
Company has not achieved a level of sustained profitability and
positive c(ish gener'ation to operate without a revolving credit
facii.ity, ",,,hich the Company requires in order to finance working
capital requirements, to fund long .. term obligations relating to

reorganization costs, retirement benefits, contract termination
settlements and environmental remediation and to provide a
liquidity buffer (see Notes 16,1'7 and 18).

Accordingly, the Cornpany's ability to continue as a going

concern is subject to achieving a level of sustained profitability

and positive cash generation which is subject to si~Jnificant

uncertainty and without which the Company may be unable

to continue to t"ealize its assets and dischar~Je its liabilities
in the nonnal course of business" The consolidated financial
statements do not give effect to any adjustments to recorded
amounts and their classification which could be necessary
should the Company be unable to continue as a going concern
and therefore be requit'ed to realize its assets and discharge
its Uabilities in other than the normal course of business and
at amounts different than those reflected in the consolidated
financial staten,ents (see also Notes 16 and 17).

2. Nature of Operations

The Company is a global supplier of silicon metal for the
electronics, chemical and aluminum industries and solar
grade silicon for the solal" industry. Up to September 30, 2010,
these operations were conducted through the Company's
wholly-owned subsidiary Decancour Silicon Inc. ("B6cancour

Silicon") and effective October 1, 2010, throu~Jh B6cancour
Silicon and its rnajority-owned subsidial"y Quebec Silicon
Limited Partnership ("Quebec Silicon"). These operations

constitute the Company's principal business segment known
as the "Silicon Group".

Prior" to July 22,2009, the Company had atlOther principal
business segment, known as the "'Magnesium Group", which
involved the production and the sale of magnesium extruded
and fabricated products and specialty non-ferrous metals.
Effective July 22, 2009, the Company no longer directly
controlled and operated the Magnesium Group as a segment.

AMG Advanced Metallurgical Group N.V. ("AMG") is a

significant shareholder of the Company (see Note 121.

See Note 17 for a discussion of the Company's liquidity and
capital management strategy.

3. Summary of Significant Accounting Policies

and Change In Accounting Policy

Basis of consolidation

The consolidated financial statements are prepared in
accordance with Canadian generally accepted accounting
principles and include the accounts of Timminco and all of its
subsidiaries. The Company consolidates subsidiaries that it
controls thmu£Jh voting interests and also consolidates Variable
Interest Entities I"VIEs") that are subject to contr'ol on a basis

other than through ownership of a majority of voting interests"
Intel"company transactions al"e eliminated on consolidation.

Investments in companies which the Company is able to
significantly influence at"e accounted for using the equity

method. Under the equity method, the original cost of the
shares is adjusted for the Company's share of post-acqui!;ition

earnings or losses less dividends.

The Company uses the cost method to account for equity
investments where the Company does not have significant
influence.

Use of estimates

The pl"eparation of the Company's financial statements in
accordance with Canadian generally accepted accounting
principles requires management to make estimates and
assumptions which affect the reported amounts of assets and

liabilities, the disclosure of contingent assets and liabilities
at the date of the consolidated financial statements, and the
reported arnounts of revenue and expenses for the reporting
period. Due to the inher"ent uncertainty involved with making
such estimates, actual results reported in future periods could
differ from those estimates" Significant estimates include
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provisions for environmental remediation, goodwill impairment,
long lived asset impairment, economic lives of mining assets
and mine closure and site remediation costs, valuation

allowance of future income tax assets, valuation of inventories,
pension asset returns and employee future benefit discount
rates. In arriving at these estimates, management consults

with outside experts as it deems necessary.

Foreign currency translation

The Company's functional currency is the Canadian dollar.
Foreign currency transactions are translated into Canadian

dollars at rates in effect at the date of the transaction. Assets
and Liabil.ities denominated in iorei~Jn currencies are translated

at the exchange rate in effect at each year end. Exchange gains
or losses are included in net loss (for the year el:ded December

31,2010-$1,322 gain; 2009-$4,756 gain).

The assets and liabilities of the Company's integrated foreign

operations are translated using the temporal method. Under
this method, monetary assets and liabilities are translated

at year end r'ates of exchange, non-monetar'y assets and
liabilities are translated at historic rates of exchange and
income statement items are translated at average rates
prevailing during the y"ar'. Exchange gains and losses are of a
current nature and are included in income (for the year ended
Dec,~rnber 31,201 O-$nil; 2009-$948 gain].

The assets and liabilities of the Company's self·,sustaining

foreign operations are translated using the exchange rate
in effect at the year end and revenues and expenses are

translated at the average r'ate during the year. Exchange
~Jains and losses on translation of the Company's net equity
investment In these operations are deferred as a separ'ate
component of comprehensive income.

Financial instruments
tIll financial instruments are classified into one of the following
five categories: held-for-trading, held-to-maturity investments,

loans and receivables, available-for-sale financial assets or
other financiall.iabilities, All financial instruments, includinq

derivatives, are included in the consolidated balance sheets
and are measured at fair value with the exception of I.oans and

receivables, investments held-to-maturity and other financial
l.iabiUties, which are measured at amortized cost. Subsequent

measur'ement and recognition of changes in fail' value of
financial instruments depend on their initial classification.
Held-for-trading investments are measured at fair value and
aU gains and losses are included in net income in the period
in which they arise. Available-for-sale financial assets are
rnea~;ured at fair value with reval.uation gains and losses

included in other comprehensive income until the asset is
der'ecognized or impaired. The Company has classified its cash

and cash equivalents, which includes highly liquid marketable
securities with less than 90 days to maturity at the time of

purchase, as held-for-trading. Short term investments, which
incl.ude mar'ketable securities with maturities of three months
or more at the time of pur'chase, are classified as held-for­
tr-ading. Receivables are classified as loans and r-eceivabl.es.
Forward foreign exchange contracts, included in prepaid
expenses and deposits are classified as held-tor-trading.
Unrealrzed gains and losses fr-om the translation into Canadian
dollars of a foreign equity accountc,d investment are presented
as a separate component of other compr'ehensive income
lloss!. Accumulated other comprehensive income (loss) is
presented as a separ'ate component of shareholders' equity in
the consolidated balance sheets. Accounts payable and accrued

liabilities, short-term debt and long term debt, including
interest payable, am classified as other financial liabiLities.

Financial instruments such as bonds and debentures
convertible at the holder's option into common shares of the
Company take the form of a debt security but include both
liability and equity components. On initial r'ecognition of this
type of financial instrument, the carrying amount ascr-ibed
to the holder's right of conversion is presented as a separate
component of shareholder's' equity on the consol.idated

balance sheet. The fair value of the liability component is
determined based on discounted cash flows. The equity
component rs the residual difference between the proceeds
and the fair value of the liability component. Interest expense
on the liability component is determined using the effective

interest rate method.

Derivatives
Derivative financial instl'uments ar.e mainly used to manage
the Company's exposure to foreign exchanqe market risks,
They consist of forward foreign exchange contracts. Derivative
financial instruments are measured at fair value, including
those derivatives that are embedded in financial or non-financial
contracts that are not closely related to host contracts.

Derivatives are can'ied at fair value and are reported as assets
where they have a positive fair value and as liabilities where
they have a negative fair value. Non-financial derivatives
are carried at fair value unless exempted from derivative
treatment as a normal purchase and sale. The Company
has reviewed all significant contractual arrangements and
determined there are no mater'ial non ..financial derivatives

that need to be carried at fair value.

375



Embedded derivatives

Derivatives embedded in other financial instruments
or contracts are separated from their host contracts
and accounted for as derivatives when their economic
characteristics and risks are not closely related to those of the

host contract; the terms of the embedded derivative are the
same as those of a free standing derivative; and the combined
instrument or contract is not measured at fair value, with
changes in fair value recognized in interest and other

expenses, net. These embedded derivatives are measured
at fair vaLue, The Company does not account for embedded
foreign curTency derivatives in host contracts that are not
financial instruments separately from the host contracts when
the cun-ency that is commonly used in contr'acts to purchase
or seLl non-financial items in the economic environment is

that currency in which the transaction takes place, As at
December 31, 2010 and 2009, the Company does not have any
outstanding contracts 01- financial instruments with embedded
derivatives that require bifurcation.

Transaction Costs

Transaction costs directly attributable to the issuance or

renegotiation of long-term debt are expensed. Transaction
costs of $/,6{, ar'e included in selling and administrative
expense for' the year ended December 31, 2010 [2009--$1,251

Determination of fair value
The fair value of a financial instrument is the amount
of consideration that would be agreed upon in an ann's
Length transaction between knowledgeabLe, wilting parties
who are under no compuLsion to act, The fair value of a
financial. instrument on initial recognition is the transaction
price, which is the fail- value of the consideration given or

received, Subsequent to initial recognition, the fair values
of financial instruments that are quoted in active markets
are based on bid pl'ices for financial assets held and offer
pr'ices for' financial liabilities. When independent prices are
not available, fair values are determined by usin(] valuation
techniques which refer to observable market data. These
include comparisons with similar instruments where market
observable prices exist, discounted cash flow analysis, option
pdcing models and other valuation techniques commonly
used by market participants,

I-ledges
Designation as a hedge is only allowed if, both at the inception
of the hedge and throughollt the hedge period, the changes
in the fair value of the derivative financial instruments are
expected to substantially offset the changes in the fair value of
the hedged item attributable to the undel-Iying risk exposure.

Timminco Limited
20'10 J\nrHJi~t H;,::porl

e'.Iil

376

The Company formally documents alll-elationships between
the hedging instruments and hedged items, as well as its
risk management objectives and strategy for undertaking
various hedge transactions. This process includes linking

all derivatives to forecasted foreign cun-ency cash flows or
to a specific asset or liability, The Company also formally

documents and assesses, both at the hedge's inception and on
an ongoing basis, whether the derivative financial instruments
that are used in hedging transactions are highly effective In
offsetting the changes in the fair value or cash flows of the
hedged items, There are three perrnitted hedging strategies:

• Fair value hedges-In a fair value hedge relationship, gains
or losses from the measurement of derivative hedging
instruments at fair value are recorded in net income, while
gains or losses on hedged items attributable to the hedged
risks al-e accounted for as an adjustment to the carrying
amount of hedged items and are recorded in net income.
The Company has not designated any fair value hedges,

• Cash flow hedges-In a cash flow hedge relationship,

the portion of gains or losses on the hedging item that is
determined to be an effective hedge is recognized in other
comprehensive income, while the ineffective portion is
recorded in net income, The amounts recognized in other
cornprehensive income al-e reclassified in net income

when the hedged item affects net income. However, when
an anticipated transaction is subsequently recorded as
a non-financial asset, the amounts recognized in othel­
comprehensive income al-e reclassified in the initial

carrying amount of the related asset. The Company has not
designated any cash flow hedges,

• Hedge of net investments in setr-sustaining foreign
operations--The portion of gains or losses on the

hedging item that is determined to be an effective hedge
is recognized in other comprehensive income, while the
ineffective portion is recorded in net income. The amounts
recognized in other comprehensive income an, reclassified

to net income when corresponding exchange gains or losses
arising from the translation of the self-sustaining foreign
operations are recor'ded in net inCOme. The Company has
I'ot designated any hedges of its net investments in self­
sustaining fOI-eign operations,

The portion of gains or losses on the hedging item that
is determined to be an effective hedge is recor'ded as an
adjustment of the cost or revenue of the related hedged item,
Other gains and losses on deri'!ative financial instr'uments
are recorded in other expense (income), or in financing
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No amortization is taken on const!'uction in pi-ogress until
pLaced into service,

10 ye<.1rs

CustorYJ(~r n~lationships

Goodwill is not amortized and is tested for impairment
annuaLl.y, or more frequently, if events or changes in
circumstances indicate that the asset might be impair'ed, The
impairment test is carried out in two steps. In the first step,
the carrying amount of the reporting unit is compared with its
fair value. When the fair value of a reporting unit exceeds its
carrying amount, goodwill of the reporting unit is considered
not to be impaired and the second step of the impairment test

is unnecessary,

Intangible assets are amortized on a straight-line basis ovel­
the estimated useful lives of the related assets as foUows:

Tt'chnology

Goodwill

Goodwill is the residual amount that I'esults when the
purchase price of an acquired business exceeds the sum of

the amounts allocated to the assets acquired, less liabilities
assumed, based on their fair values.

Amounts representing dir'ect costs incurmd for" major

overhauls of furnaces are caprtalized and amol'tized over
periods from 24 to 60 months, depending on the estimated
useful life of the overhaul.

Intangible assets
Purchased intangible assets, which consist of technology and

customer relationships, are recorded at cost less accumulated
amortization. Expenditures incurred to deVelop a new raw
material feedstock for solar grade silicon production and
related to the crystaLl.ization and ingoting of solar grade

silicon that meet the criteria for deferral are recorded at cost
as deferred development costs.

The second step is carried out when the carrying amount of a
reporting unit exceeds its fair value, in which case, the implied

fair value of the reporting unit's goodwill is compared with its
carrying amount to measure the amount of the impairment
loss, if any.fhe implied fair value of goodwill IS determined
in the sar11le manner as the value of goodwill is determined in

a business combination, using the fair value of the repor'ling
unit as if it was the purchase price, When the carryinfJ amount
of the r'eporting unit goodwill exceeds the implied fair value of
the goodwill, an impairment I.oss is recognized in an amount
equal to the excess.

3 years

5 years

2 to W years

3 to 7 years

Mobile equipment

Computer software

Plant equipment

Office equipment

Property, plant and equipment
Property, plant and equipment ("PP&E") is stated at cost

Less accumulated amortization. Amortization is provided on
a str-aight-line basis over the estimated useful lives of the

assets as follows:

As at December' 31,2010 and 2009, the Company has not

designated any hedge transactions,

Cash and cash equivalents
Cash and cash equivalents consist of cash on hand and short
term deposits with maturities at the date of acquisition of less

than 90 days.

Inventories
Raw mater'ials, work in pmcess, finished goods and stores
inventories are valued at the lower of cost and net I-ealizable
value, using a weighted average cost. For work in process
and finished goods, costs include all direct costs incurred
in production including direct labour and materials, freight,
directly attributable manufacturing overhead costs and

property, plant and equipment amortization.

Inventor'ies are written down to net t-ealizable value when
the cost of inventories is estimated to be lJnI-ecoverabl.e due
to obsolescence, damage or declining selling prices, When
the circumstances that previously caused inventories to be
written down below cost no longer exist or when there is clear
evidence of an increase in seLling prices, the amount of the
writedown pi"eviously recol'ded is reversed,

Roads and sidin5]!i

L(~as(·~hold irnpr()vern(·~nts

Mf~chin(·!ry and equiplnGnt
under capital lenses

income or financing expense for the interest cOMponent of

the derivatives or when the derivatives were entered into
for interest rate management purposes, Hedge accountin~J

Is discontinued prospectively when it is determined that the
hedging instrument is no longer effective as a hedge, the
hedging instrument is terminated or sold, 01- upon the sale or
early termination of the hedged item,



Impairment of long lived assets
L.ong lived assets, including PP&E subject to amortization
and intangible assets are reviewed for" impairment whenever
events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of

assets to be held and used is measured by a comparison of
the carrying amount of an asset to estimated undiSCOl1nted

future cash flows expected to be generated by the asset.
If the carrying amount of an asset exceeds its estimated
undiscounted future cash flows, an impairment charge is

reco~Flized by the amount by which the can'yin~1 amount of
the assets exceeds the fair value of the asset. Assets to be
disposed of would be separately presented in the consolidated

balanCE> sheet and reported at the lower of the canying
amount or fair vaLu(~ less costs to sell, and are no long(~r

depreciated. The assets and liabilities of a disposed gl"OUP
classified as held for sale would be presented separateLy in

the appropriate asset and liability sections of the consolidated
baLance sheet.

liesearch and development expenditures

f~esearch costs, othel" than capital expenditul"es, are
expensed as incurred. Development costs are expensed as
incurred unless they meet the criteria to be recognized as an
intangible iJsset. Dunn9 2010, the Company recorded a net
research and development expense of $2.653 (2009-$3,3431,
reflecting resear-ch iJnd development expenses incurred less
amounts accrued as recovery of these expenses through
the Governments of Canada and Quebec research and
development credit programs. The net amount has been
rlecorded in cost of goods sold.

Employee future benefits

The Company accrues its obligations under employee benefit
plans and the related costs, net of plan assets, as services are

rendered. The costs of the Company's defined benefit plans
are detel"mined per-iodically by independent <:ictuaries. The
benefit plan costs charged to earnings for the year include
the cost of benefits provided for' services rendered dur'ing the
year, u.sing actuarial cost methods as permitted by regulatory
bodies and management's best estim8tes of expected plan
investment performance, salary escalation and retirement ages
of employees. For the purpose of calculating the actual return
on plan assets, those assets are valued at fair value. For the
purpose of calculating the expected return on plan assets, i.1

market-related value of assets is used. The Company's policy
is to amortize past service costs and the net actuarial gain
or loss in excess of 10% of the greater of the accrued benefit
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obLigations and the market-related value of assets over the
expected average remainin9 service life of the employees.

Income taxes
The Company accounts for income taxes using the asset

and Liability method of accounting for income taxes. Under
the asset and liabil.ity method, future income tax assets and

liabilities are recognized for the future tax consequences of
temporary differences [differences between the accounting
basis and the tax basis of the assets and liabilities) and are
measured using the currently enacted, or substantively

enacted. tax rates expected to apply when the differences
reverse. Avaluation allowancE~ is recorded against any future
income tax asset if it is mor'e likely than 110t that the asset
will not be realized. Income tax expense or benefit is the sum
of the Company's provision for curTent income taxes and the
difference between the opening and ending balances of the
future income tax assets and liabilities.

Asset retirement obligations

The Company records the fair value of a liability for an asset

retirement obligation in the year in which it is incun"ed and
when a reasonable estimate of fair value can be made.

Changes in the obligation due to the passage of time are
recognized in income as an operating expense using the
interest method. Changes in the obligation due to changes
in estimated cash flows are recognized as an adjustment of
the carrying amount of the related long lived asset that is
depreciated over the remaining life of the asset.

Revenue recognition

The Company recognizes revenue when products are shipped
and the customer takes ownership and assumes risk of Loss,
coLlection of the related receivable is probable, persuasive
evidence of an arrangement exists and the sales price is fixed
or determinable.

ThE: terms of the Company's solar silicon contracts provide
certain customers with specified rights of return. iievenue
from such contracts is recorded net of an adjustment for
estimated returns of scr-ap material. The Company's estirrate
of returns requires assumptions to be made regarding the
market price for' solar silicon scrap in concert with actual
experience of returns received. Should this estimate and these
experiences change, the return provision will be adjusted in
the period.

Stock-based compensation and other stock-based payments

Share option plans-·Tirnminco has share option plans for
key empLoyees of the Company. All awards are accounted for
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under the fair vatu€' method. Under' the fair' value method,

cornpensation cost is rneasured at fair value at the grant date
using a Black-Scholes option pricing model. Compensation cost
IS recognized as selling and administroative expense on a straight­
line basis over the vesting period with a corresponding increase
to contributed surplus. Consideration paid on the exer"Cise of
stock options is recorded as share capitaL

Deferred share unit plan-Timminco has a deferred shar'e

unit plan ("DSU Plan"1 for members of its Board of Directors.
Under' the DSU Plan, each director is required to receive a
minimum of 40% of his oro her annual compensation in the
form of notional common shares of Timminco called deferred
share units ("DSUs"]. The issue price of each DSU is equal to
the market value of a common share which, for the purposes

of the DSU Plan, is based on the weighted average share price
at which Timminco common shares trade on the Toronto Stock
Exchange ("TSX"j during the frve troading days pr'ior to the last
day of the q'uarter in which tile USUs are issued. A Directol'
may elect to have up to 100% of his or hel' compensation in the

form of DSUs.

OSUs are only r'edeemable in c3sh, upon each director's

retirement or resignation from the Board of Directors of
Timminco. Ti'le value of the DSUs, when r'edeemed in cash,

will be equivalent to thtl market value of the common shares
at the time of redemption. The value of the outstanding
DSLJs as at December 31, 2010, WBS $594 represt!nting the
equivalent of '1,801,033 common shares of Timminco [2009-,·
$808 equivalent to 621,705 common shares!. Compensation
cost and changes in the value of earned DSLJs are recognized
as selling and administrative expense as the DSUs are earned
(for the year ended December' 31,2010-$214 net recovery;

2009-$53'1 expense!.

Performance share unit plan-Timminco has () performance
shar'e unit plan ("PSU Plan") for key employees of the

Company. Under the PSU Plan, each employee who is
awarded pedonnance share units ("PSUs"j may be entitled
to receive a cash payment if certain minimum performance
conditions are achieved at the conclusion of a three year

performance period. The value of the PSUs will be based
on the market value of Timrninco common shares at the.
time of redemption, multiplied by a performance factor that
is determined by the relative performance of Timminco's
total shareholder return versus the ret,lrn of a composite
benchm<lrk index, established at the time of the award of
the PSUs. PSUs aroe only redeemable in cash, are subject
to three year vesting, and may be paid before the end of the

performance period and without regard to the performance
conditions or the performance factor' in certain extraordinary

circumstances. During 2010, approximately 2.3 million PSUs
were awarded for the three year pedormanceperiod ending

2012 (2009-0.8 million PSUs for the performance period
endin~J 2011). Compensation cost and changes in the value of
PSUs are recognized as selling and administrative expense
if management estimates that, as at the financial staternent

date, the future minimum performance conditions will be
satisfied at the end of the thr'ee year performance period !for
the years ended December 31, 2010 and 2009-$nil). The
accroual for the outstanding PSUs as at December 31, 2010 and
2009 was $nil.

Loss per COlTlmon share
Basic loss per share is computed by dividing net loss by the
weighted aveloage shares outstanding during tht! year, Diluted
loss per share is computed similarly to basic loss per shar"e
except that the weighted average shares outstanding are
increased to include additional shares from the assumed
exercise of stock options and convertible notes, if dilutive,
The number' of additional shares is calculated by assuming

that outstanding stock options were exercised and that the
proceeds from such exercises were used to acquiloe shares of

common stock at the average market price during the year,
The dil.utive impact of the convertibl.e notes is assessed using

the as-if-converted method.

The conversion of outstanding stock options and convertible

notes has not been included in the dt'termination of loss pN
share as to do so would have been anti-dilutive.

Recent Accounting Pronouncements
I~ecent accounting pronouncements issued and not yet effective:

International Financial Reporting Standards (lFRS)
Canadian publicly accountable profit-oriented enterprises
wil.l adopt IFRS effective for the interim and annual periods
beginning on or after January 1, 201'1. IFRS will replace
Canada's current GAAP for these enterprises, Comparative
IFRS information for the previous fiscal year will also have

to be reported. These new standards will be effective for the
Company in the first quarter~ of 20'11.

The Company is in the process of finalizing the potential
impact of IFRS on its consolidated financial statements and
will disclose the current GAAP to IFf~S roeconciliation in its fir'st
interim financial statement for the period ended Mal'ch 31,
2011. The Company's consolidated financial performance
and financial position as disclosed in the Cornpany"s curTent
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10,959$._-----$ 120Raw materials

Additionally, the Company had accumulated a significant
volume of by-product generated fl'om the production of solar
grade silicon that was in the past utilized in the production
of silicon metal. Following completion of the transaction
with Dow Corning Corporation ("Dow Corning"), there was
uncertainty regarding the Lise of this by-product in silicon
metal production by Quebec Silicon, As a result, the Silicon
Group recorded a provision of $12,407 during the year
ended December 31, 2010 [2009-$2,842] related to the net
realizable value of the by-product inventory which is cl.assified

as raw materials, The charge has been recorded to cost of
goods sold, The Company intends to sell this by-product

in 2011 and has classified its net carrying value as current
inventory effective December 31,2010.

Inventories-long term

demand for the finished products, management is not able to
predict the volumes of the solaro grade silicon inventory that
may be sold in the near term, Management believes that the
timing of future sales of the Company's solar grade silicon
product, including from existing inventories, is principally
dependent upon successful completion of the Company's

continued product and market development activities. As a

result, the Company's existing inventory of solar gl-ade silicon

has been classified as a long-term asset. Future sales of this
inventory will be recognized as I-evenue and inventory will be
expensed at its net carrying cost.

Based upon solar gl'ade silicon market conditions and the low

level of sales of its solar grade silicon products dUI-ing 2010,
the Company evaluated the calTying value of these inventories

during the year ended December 31, 2010 relative to their
estimated net realizable value and recorded a provision of
$13,570 (2009-$5,2371. The chal'ge has been recorded to cost
of goods sold, Notwithstanding such provision, the Company
continued to pursue market and product development activities
in respect of its sol.ar grade silicon product line durin[J 2010 and
it intends to further process its sotar grade silrcon inventoroies
in future periods 3S demand warrants to meet the enhanced
specifications of its prospective new customers.

2.401

2009

129,9'71

Drawdown of npl. n~ali7.able V<:itlH~

provision for inventory sold

Adjt.l:'lt!Yl~;nt to rJ(·:t rea!i:::abi.e
value

Inventory and ovethead not
capitali:<:eQ to inventorit:'s

Dist.ribution costs

Y{~ar ended December 31

The components of cost of goods sold are as follows:

During the yearo ended December 31, 2010, provisions of

$1,241 (2009-$1,2981 were recorded with regards to silicon
metal finished qoods inventories,

Finished goods

GAAP financial statements will be si~Jnific,Jntly differoent when
pr-esented in accordance with IFRS.

Then~ were no other Canadian GAAP accounting
pronouncements effective on or beforoe Januaroy 1,2011 that

are expected to have a significant impact on the Company.

4. Inventories

Inventory-current

Stores inventory includes minor spare parts and consumables

for plant and equipment.

Inventor-y is carried at the lower of cost and net realizable value.
Net realizable val.ue of work in progress and finished goods is the

estimated selling price in the ordinary course of business, less
estimated CO~its of completion and estimated costs necessary

to make the sale. Net realizable value of raw matel'ials is the
I.owel- of purchased cost and the propoliionate value of the net

realizable value of the corresponding finished goods.

Cost of raw materials includes costs in bringing each product
to its proesent location and condition. Cost of finished goods
and work in progress includes cost of direct materials, labour
and a j:li'oporotion of manufacturing overheads based on
normal oper-ating capacity,

1,'712 10,623-------_0 --0 0__-
Given low sales volume of the Company's solar grade silicon
products, the need to meet prospective new customers'
specifications and the uncertainty around the timing of future

Finished goods

3,046 26 0 769
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5. Property, Plant and Equipment

Land

Buildings

Equipment

Leased eqUipment

g_?.~~~!.~lcti~~~~J~.~~ ..,,-qr_·~_\._s.,!-.._·__

2009
--.-.---.-~._----_._------------.--_. __._-

Accumulated
Cost Arnort!zatio!1 NHt

Ii' 3,077 4' ~> 3.0'7'7.> ,>

58,120 20,967 3") ~ t' '"I:, i ;)~')

134,721 84,012 50,'709

57i 359 212

245 245

$ 196,734 $ 105,338 $ 91,396

The Company regularly assesses its long lived assets for
impairment. As at December 31,2010, the Company impaired
the carrying value of solar grade silicon property, plant and
equipment in the Silicon Group related to the HPl asset gmup

in the amount of $2,893 (2009-$nill and in 2009 $39,039
related to the HP2 asset group (See Note 71. Also, the carrying

value of buildings at the Haley, Ontario, site was reduced $69
in 2010.

6. Intangible Assets

2009

T~.~.I:.~.~.~.".HY. _ ~.:.9.9..~ .
$ 12,034

Net

'112

Ei,263

$ 4,456 $

Cost

$12,331

Net

4,919$

t\CCUrnul3ted
AlTlcH·t'zatio!1

563 S 1,500 $ 7Si:! $

2,856 6,831 i ,568

..............?:E~.~ _):?~~...../~:QQ9.__ .?:.! 0.0. !:?9.'O' .
'1,8'15$ 7,115

$ 937

3,6'78

Accurhutated
A(YlortiZ~jrj,()nC'ost

1,500

6,534

Cu:-.;lom~~r r<~la(ion.shfps

Deferred developrn€Jlt costs

During the year ended December' 31, 2009, deferred
development costs of $5,656 were capitalized by the Silicon
Group ($nit for the year ended December 31, 2010). These

costs relate to the development of raw materials for the
Company's self-produced silicon metal feedstock for the solar
grade silicon manufacturing process and activities related
to the crystallization and ingotin9 of solar gr'ade silicon.
Amortization of the deferred development costs related to raw
matel"ials for- the self-produced silicon metal feedstock was
commenced in the second quarter of 2009 and amol"lization
of the crystallization and infJoting costs commenced in the
third quarter of 2009. As at December 31,2010, the Company
impaired the carrying vi.llue of solar fFade silicon intangible

assets in the Silicon Group related to the HPl asset group in
the amount of $130 (2009-$nil) [See Note 71.

7. Long Lived Asset Impairment
The Company assesses its long lived assets for impairment
in accordance with its accounting policies. For purposes of

impairment testing the Company determined that it has three
asset groups, namely silicon metal assets and each of its
two physicaHy separate, stand alone sotar grade purification
facilities, known as "HF)l" and "HF'2·'. Management compares

the carrying value of long terril assets with undiscounted cash
flows for each of the three asset gmups to determine whether

an impairment indicator exists. The fair value of the long lived

assets is compared to its corresponding carrying value and any
difference is recognized as an impair'ment of the asset group.

As at December 31,2010, management determined through an
un discounted cash flow anaLysis that the long lived assets in the
HP1 and HP2 facilities wer-e impaired. The Company impaired the
net carrying value of the production equipment and intangible
assets related to its HPl and HP2 facilities in the amount of
$3,023 and goodwill related to its solar grade reporting unit in
the amount of $4,475. As at December 31,2009, management
determined through an undiscounted cash flow analysis that the
long lived assets in the HP2 facility were impaired. The Company

impaired the net carrying value of the production equipment
related to its HP2 facility in the amount of $39,039.

,Recoveryof the remaining carrying value of long lived assets
and the portion of the Company's intangible' assets and
goodWill related to solar silicon production are dependent
upon successful completion of the Company's continued
pr-oduct and market development activities, a restart of solar
grade production and sufficient profitable future pr-oduction
volumes. Should this not materialize as planned, additional
material long lived asset impairments and adjustments to
intangible assets and goodwill are likely to occur.



8. Bank Indebtedness

lint) of credit

On October 4. 2010. the Company used the net cash proceeds
from the Quebec Silicon production partnership transaction

with Dow Corning to repay fully all outstanding amounts due
under the Company's term loan facility and the revolving credit
facility. which were US$5.153 and US$22.528, respectively.
On December 15, 2010, Becancour Silicon executed a Loan
and Security Agreement (the "Senior Credit Agreement") with
Bank of /'Imerica, N.i\., Canada branch (the "Bank") which
replaced the Company's revolving credit facility that expil"ed on
the same day.

The Senior Credit Agreement. which terminates on
December 15, 2013, consists of a revolving credit facility
(the "Senior Credit Facility"] of up to $20.000. subject to a
bon'owing base. Becancour Silicon may borrow under the
Senior r.>edit Facility in US dollars or Canadian dollars,
as prime rate loans, base rate loans. LlBOR loans 01' BA
equivalent loans, and may use the Senio!" Credit Facility to

refinance existing indebtedness, issue standby or commercial
tetters of credit, and finance ongoing working capital needs.

Amounts borrowed as prime rate loans under the Senior
Credit Facility will bear interest at the Canadian prime rate

plus an applicable margin of 2.75'10, subject to adjustment.
Such interest rate totalled 5.75%, 35 at December 31,2010.

Availability under the Senior Credit Facility is equal to
the borrowing base minus the SUIl, of Ii) the aggregate
Qutstanding amounts borrowed under such facility, which was
nil as at December 31, 2010, liil any bon'owing base reserve
applied by the Bank from time to time, and (iii] the amount of
the availability block, which is currently $5,000, The borrowing
base continues to be based on the value of the Becancour
Silicon's inventories and receivables. SUbject to caps on the
advance rates and eli9ibility criteria. In determining the
borrowing base, the Bank may rely on reports or analyses
pmvided by the Company (including a borrowing base

certificate!. or by third parties on behalf of the Bank, regarding
such inventories or receivables. The Company files borrowing
base certificates with the Bank currently on a monthly basis.

The Company is required to maintain certain minimum
EBITDA levels, on a cumulative year-to-date basis as at
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each month end, and to restrict capital expenditures to
certain maximum levels, also on a cumulative year-to-date

basis as at each month end, throughout the term. The
Company is also subject to restrictions on distdbutions and
dividends, acquisitions and investments, asset dispositions,
indebtedness, liens and affiliate transactions.

The Senior Credit Facility does not have a minimum fixed
charge coverage ratio covenant. However, in the event that the
Company achieves a cer-tain minimum fixed charge covel'age
I"8tio. the availability block will. be reduced to $2.000 and,
depending on the extent and timing of any improvements

in such ratio, the applicable margin on the interest rate. as
well as the unused line fees payable under the Senior Credit
Facility, will also be reduced.

Timminco's and BecancolJl" Silicon's assets, incl.uding

Becancour SiLicon's equity interests in Quebec Silicon,
continue to be pledged as security for the Company's
obligations under the Senior Credit Facility. Accounts
receivable are required to be forwarded to a lock box or
deposited in a blocked account. and Bank of Amenca will
have the ability to exer"cise cash dominion if excess availabiUty
is less than $5,000 or upon the occurrence of a default.
Timminco has also Sluaranteed all obligations of R,kancour
Silicon under the SeniOl" Credit Facility,

A default under the Senior Credit Facility Agreement could
trigger' an event of default under- the cr-oss-default provisions
of the Term Loan Agreement and the AMG Convertible Note,
subject to the provisions of the postponement agreements
executed by the Bank with each of Investissement Quebec
("IO"J and AMG. and Becancour Silicon, in respect thereof.
Also, a default under either the Term Loan Agreement 01" the
AMG Convertible Note could trifjgel" an event of ddault under
the cross-default provisions of the Senior Credit Agreement.

Going forward, the borrowing base and availability under tbe
Senior Credit Facility. and the Company's ability to comply with
its financial covenants under the Senior Credit Agreement al"e
subject to material uncertainty and risk, Any rnater"ial advel'se
developments in the Company's business, results of operations
or liquidity could enable the Bank to declare an event of default
under the Senior Credit Agreement and demand repayment of
all outstanding indebtedness (See Note 1J.
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Long term l.iabilities are comprised 35 follows:

9, Long Term Liabilities

Interest expense for the year' ended December 31, 20'10 includes

interest on long term liabilities of $3,3'19 (2009-$2,366).

Going forward, Becancour Silicon's ability to comply with its
financial covenants under the Term L.oan Agreement is subject

to uncertainty and risk. Any material adverse developments
in the Company's business, results of operations or liquidity

could cause a circumstance that may enabl~ 10 to declare an
event of default under the Term Loan Agreement and demand
repayment of all outstanding indebtedness (See Note 11.

Repayment Liability

During 2009, in connection with the settlement of a solar grade
silicon customer contract termination claim, Becancour Silicon
agreed to a repayment schedule and terms for an outstandinf)

deposit received in 2008, which amounted to $13,862 [€8,S08)
lthe "Repayment Liability"! at that time, As at December 31,

2009, the I~epayment Liability was $14,096 (€9,397), including
accrued interest of $1 ,023 (€682). No cash payments Were made

in respect of the Repayment Liability during 2009,

On March 26, 2010, Timminco issued approximately
15,9 million common shares, r'epresenting just under 10%

of its total issued and outstanding common shares to the
customer, in settlement of substantially all of the f~epayment

Liability, which was $13,372 (€9,6651 at that time, In
settlement of the balance of the Repayment Liability, the
customer also received a promissory note of€525, which was
a direct, unsecured obligation of Timrninco, payable in nine
equal monthly installments of €58 starting April 30, 2010.
The promiSSory note was paid In full as of December 31,2010.

The Tt?rm Loan is repayable in fixed, consecutive monthly
installments of $175, starting on August 31, 2012, and

additional annual installments, due on June 30 of each year, in
amounts based on a percentage of Becancour Silicon's defined
adjusted cash How for the preceding fiscal year, starting on
June 30, 2013, The first annual installment will be 12.5% of
such adjusted cash flow for fiscal year ended December 31,
2012, and each annual installment ther'eafter will be 30'10 of

such adjusted cash flow. As well, Becancour Silicon is obligated
to remit half of any future earn-out payments received from

Dow Corning as repayment under the Term Loan,

A default under the Term Loan Agreement or the guarantee

from Tirnminco could trigger an event of default under the
cross-default provisions of the Senior Credit Agreement and
undet the ctoss-default provisions of the AMG Convertible
Note, /l.lso, a default under the Senior Credit Agreement or the
AMG Conver'tible Note could trigger an event of default under
the cl"Oss-default provisions of the Term Loan Agreement.
subject to the pr'ovislons of the postponement agreements
executed by the Bank with each of 10, AMG and Becancour
Silicon, in respect thereof.

2009

14,096

190

S 25,000

Less current

IQ T~)rrn L03n

F,epaymenl Liabil:ly'­
[[)[)cwnber 31. 200'1
- 89,397]

Capital lease and other

Thorsi[ Elond

The loan agreement with If) in i'espect of the Term L.oan lthe
"Term Loan Agreement") includes certain annual financial
and other covenants in r'espect of Becancour Silicon, including

a minimum working capital ratio and a maximum long-term
debt to net equity r'atio. All intercompany indebtedness due
from 8ecancour Silicon to Timminco is treated as equity, for'
the purposes of the long-term debt to net equity covenant. In
addition, all such intercompany indebtedness has been extended,
and payment thel'eon has been postponed pending payment in

full of all amounts due and owing under the Term Loan.

On September 30,2010, IQ conditionally agreed to an
eight-year extension of the maturity date of the Term L.oan
from August 31,2011 to Jul.y 16, 2019, and certain other
amendments, subject to the execution of an acceptable new
revolving credit facility for the Company. IQ has accepted the
amount and other" terms of the Senior Credit Facility and,
accordinqly, such condition has been satisfied.

IQ Term Loan

In July 2009, Becancolw Silicon received a loan from 10 in
the principal amount of $25,000 [the "Term Loan"). The

pr'oceeds of the Term Loan were used for general working
capital purposes, including repayment of amounts borrowed
under the Company's revolVing (['edit facility, The Term Loan
is also secured by a guarantee from Timminco and a charge
upon Becancour Silicon's assets, and is subordinated to the

obligations of the Company to the Bank under the Senior
Credit Agreement.

The Term Loan is interest-bearing at a variable rate of Bank
of Canada prime plus 9'%, which is currently 12% per annum,

with interest payable monthly until maturity. In March 2010,
10 a~jreed to defer interest payments for the six rnonth period
from February 1,2010 to July 31,2010. Deferred interest of
approxirnately $1,1;,37 is payable August 31,2011.
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529

5,880

1,D9f.!490

600

$

Acer"tion

.D.rnounts charged again~.;t

~~..::::~:.d Oe_c.embe..r._3_1 ._ 3.~(~(~._
Balance. beginning

of the year

Reorganization costs, including accretion, are disclosed

separately in the consolidated statement of operations.

Provision for environmenta'l remediation

In February 2009, the Company closed its Aurora, Colol'ado
facility which manufactured magnesium anodes and
extr'uded pr-oducts. During the year ended December 31,

2009, reorganization costs of $3,095 for severance and site
remediation and an inventory net realizable value provision

of $487 were recognized.

In June 2008, the Companyclosed its Haley, Ontario
magnesium manufacturing facility. A pension settlement

charge relating to unamortized investment losses
estimated at $5,737 as at December 31,2010 [December
31,2009-$6,717) will be expensed in the future when the
pension obligation is actualLy settled in accordance with CICA
Section 3461, "Employee Future Benefits". Pension charges
n,l.ated to the unamortized investment losses are expensed to
reorganization costs on the basis of the beneficiaries' average
remaining life expectancy (for the year ended December 31,

2010-$506; 2009-$7111.

The provision for reorganization rel.ates to the closures of
the Company's former magnesium manufacturing facilities
in Aurora, Colorado, in 2009, the prior closure of operations

at the Haley, Ontario facility, certain accr'ued retir'ement
obligations fOl' former employees of the Hal.ey facility and
a retention agreement with a former' president and chief
operating officer of the Company. The future period costs
of these obligations have been discounted at 9% and will
continue until 2021.

Provision for reorganization
:!yar- (md'llj D,~cf)!Ylbyr-31.-. ... 2009

Balance, beginning of
th,~ y"ar' $ 2,6f,O $ 2.047

Costs recognized 3,09~}

,,'-mounts charqed against

2,650

6,217

$

b.430

Provision fo!' contract
termin(]t1on dairns

Pr{)vi~~ion fot n~Dr9;,.)n17.aUon

Provision for environmental
r(·)rn~~diatjon

Thorsil Bond
In February 2010, Thorsil ehf, ("Thorsil"), a majority-controlled

Icelandic subsidiary of Timminco, issl!ed a US$1,OOO

convertible bond Ithe "Thorsil Bond") te Strokkur Energy
ehf. CStrokkur"l to fund pr·ei.iminary expenses for a potential

silicon metal capacity expansion project in Iceland. The
maturity date of the Thorsil Bond, which is tied to the deadline
date for signing a long-term power contract with Orkuveita
Reykjavikur, an Icelandic power company, for the project,
has been extended sevel"al times in 2010 and subsequent to
year-end, as a result of ongoing negotiations I'egarding such

power contract. The Thorsil Bond currently has a maturity
date of June 30, 2011. However, if by May 31, 2011, Thol'sil
and Orkuveita F~eykjavikur agree to a deadline date for signing
a power contract that is later than June 30, 2011, then the

matul'ity date of the Thorsil Bond will automatically extend
to a date that is 30 days after such power contract deadline
date. The Thorsil Bond bears interest <:it 12% per annum,
payable on maturity and is a direct obligation of Thorsil. The
outstanding principal and interest will be reduced by 10% if
the power contract is not signed by the agreed deadline (or
any extended deadlines], Timminco does not have any cash

repayment liabilities under the Thorsil80nd. However, the
Thorsil Bond is convertible, at Strokkur"s option, into Thorsil

common "hares at a nominal value, or into common shares
of Timminco at a conversion pr-ice that is the lesser of $1.09

per share and the 5-day weighted average trading price per
share on the Toronto Stock Exchange ("'TSX") on the date of

notice of conversion, with the US dollar amount converted
into Canadian dollars at a fixed exchange rate of US$0.95.

Any notice of conversion shall be given within 5 days after the
power contract has been signed or the agreed deadline (or
any extended deadlines) has passed. The net proceeds of the
Thorsil80nd financing have been used exclusively for agreed

project expenses.

10. Long Term Provisions
Long tel'm provisions are comprised as follows:



TimmincQ Limited
20W Annui;l fl"port
p.'7e

385

Provision for contrad termination claims

Environmental remediation costs, including acel,etion,

are disclosed separately in the consolidated statement of
operations. The Company's environmental liabilities are

discounted ur,ing rates of 't'l<, and 16%.

The Company sponsors a contributol'y defined benefit pension
plan and other retirement benefits for certain of its eligible
employees. Pension benefits vest immediately and are
based on years of service and average final earnings. Other

retirement benefits consist of a group insurance plan covering
plan members for life insurance, disability, hospital, medical
and dental benefits. At retirement, employees maintain a
reduced life insurance coverage and certain hospital and
medical benefits. The other retirement coverage pr-ovided
by the plan is not funded. The net cost of other retirement

benefits includes the current service cost, the interest cost
and the amortization of experience losses.

11. Employee Benefits

The Company provides pension or retirement benefits to
substantially all of its employees in Canada and the United
States thl'Ough Group RRSPs, 401 IKI. a defined contribution
plan and defined benefit plans, based on length of service and
remuneration, Contributions to the defined contribution plan
for the year end Decernbel' 31,2010 were $7712009-·-$112),

The most recent Report on the Actuarial Valuation for
Fundinq Purposes for the Silicon Group Plan IS dated as of
September :30, 2010. The Company IS scheduled to have till~

next detailed actuarial valuation as at December 31, 2010,

for the Silicon Group which wiU be performed durin9 2011,

During 2010, a Report on the Actuarial Valuation for Wind-up
Purposes for the Magnesium Group Plan was prepared as of
August 1,2009.

2009

During 2010, the Company accrued its estimate of operatinq

expenditures to be incurred to en,.,ure compliancE' with
the undertakinqs given to the Ministry in connection with

the Certificate of Authorization. Until December 2011, the
Company will also incur and n:>cognize capital expenditures

required to complete such undertakings amounting to
approximately $780.

During 2009, the Company accrued $1,098 related to the
remediation of a silica fume disposal site.

EialanCt~, bt?ijinninq
of the year

The provision for environmental remediation relates to

remediation of a silica fume disposal site associated with the
Btkancour facility, the closure of the Haley facility and the
environmental certificate of authorization [the "Certificate of
Authorization"! which was granted to Quebec Silicon by the
Quebec Minister of Sustainable Development, Envil'onment
and Parks Ithe "Ministry") on September 30, 2010, in
connection with the production partnership transaction with
Dow Corning IseeNote 18];

The Company has negotiated senlement agreernents with
certain suppliers to I'esolve claims arising from the termination
of contracts relating to 86cancour SiUcon's commitments to

purchase certain equipment, supplies and services relating to

its solar grade silicon purification facility. The Company has
I'ecorded '" liability related to these matters,
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Information about the Company's defined benefit plans, in aggrt~gate, is as follows:

200'1

Other Post­
Pension Plans Retirement Plan

:;; 16,89:'

794

:;; 55.822

690

Ernpl()'j('}('~ contribution

Interest cost

Net ac.tuarial (gain] loss

Accrued !Jenefa obligation:

B~)lanc~~, bf~l;Jlnn1n~j of year

Curn~nt servkt~ cost, lh:.t of plan expenses

_._---._-_._._-------_.._._--------_.._-

F'a~( value, beginning of year

Actual contributions by the Company

/~:::tual c()ntr'ibutiofls by i'~rnptDyees

Actual return (toss) en plan assels

Expected pL:m ,~xp0ns2s

$ 39.480

3,824

:i 18

5.583

//7~)

F:unded ~;latus-deficil

Unamortized transitional asset

$ 121,6~)31 :;; i1",'1:)91

i216:

$ [20,3MI

The significant actuarial assumptions adopted in measuring the Company's accrued obligations and benefit costs an;~ as follows
(weighted-average assumptions as of December 31, 2010 and December 31, 20(9):

2009

IJth~H' PQst­
Pension Plans Retirement Plan

Accrud benefit obligation as of December' 31:

Di~;(ount r';.~t(·~

Benefil costs for years ended Decembet 31:

Discount rate 4.31-7)i')/o

6.5-7.0%

2.8<;Z,

7,5'fc,

6.?~i%

n/a

n/a
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Assumed other post-reUrernen! benefit obligation trend rates a~; of December 31:

Initial w{~ight~~d [·)v~~ri:jg(·~ h(·~aU.h Cr.H·(·~ trend rat(~

Ultimate weighted average health care trend rate

Year ultimate "ale re"ched

A';sumed other posl-re!trcmenl bent.~fit costs t!~end rates for the years endC'd Oec:ernber 31:

Initial we19hted aVeraljf.': hf.':rJth c:·)re trend rat(·~

LJltirnat(~ w(.)ighl(~d av~~rdg(·: h0alth cafe trend fate

Year ultimate rate reached

1,.3'10

202/,-25

200'1

7.'10%

8.30'1(,

4.70<Y,}

201/, .. 1'i

The following table reflects the effect of a chan~le in the assumed he"lth care cost trend rates on the aggregate of the service
and Inter'est cost components of the benefit cost fOl' the period, and on the accr'ued benefit obligation at the end of the period:

Valuation [,'end +1 %

The Company's net benefit plan expense is as follows:

Current service cost

Pa~:.t s\'~rvke cost ;'3d~·:.ing fnH'n ClHTGnt pt~riod plan
in it id ti on!amen drn!~nt

Actual return on plan assets

2009

Otl'",r Post
r',}ensicn Plans Retirement Plan

::> 82/, $ 794

3.595 11a06

15,583)

CurtalLrnE·nt tOSS

Actuanat
bGrwft

loss dUring current p0!·jod on accrued

Adjustrnents I.e r·(-:co9ni7.e I()n~,l-t.(·;rrn nature of futur'(·) ernptr.}y{·:{~

benefit costs:

Difference between <3cluat and expected return on plan asset.s

Difference betwe(,:n recoqni?:ed and ~)ctu;:'l!. ;:'l<:tuaria.lloss

Djf'fN'('~~1C0: tH~tween arnorti!.atic:n of past service costs
and actual j:!tGfl ~·)n·iE'ndrl'i(~nt~:.;

Amortization of trdnsitional aSSt~t

Plan assets by asset category

(5,79;1.) 533

2,848

(2,4301

:.. 31

li,66Bi

37

_________________________________________--'_'- '=."0;..0;..9_

Pension plan

Equity

Debt

Others

3B%

With respect to other retirement benefits, there is no requirement to fund the deficit. As such, cash disbursements in a given
year are limited to benefits paid to retirees in the year,
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12. Related Party Transactions

Due from related companies

Due to related companies-current

------_._.._.__._-----_ _. __._-------_._.. __ _-_ _-----_?~~?-:-
Conv(~rUble loan payable

to lIMG $ 5,066

Due from AMG Conversion

D\,J(~ fr'om Sud~1rnin

Trade rec~~ivable from
.._._.g.~:y':_~·::~:.~~~JL . _

Prornissory note payabte
to Dow Cornin9

Due to Dow Corning

Due to AMG Conversion

[)U(1 to liMO

DuE' to GfE Frernat

Du,~ to ALD

2009

$ 6i.

145

209

1,229

449

8

The AMG Convertible Note is repayable, in whole or in part and
without penalty, at Becancour Silicon's option, to the extent

that the availability under the Senior Credit Facility exceeds
~i5,OOO, both during the 90 days before and immediately after
such repayment, provided that the Company has also satisfied
a minimum fixed charge coverage ratio, over the pl-evious

12 months and on a pro forma basis after giving effect to such
repayment, and is also not in default under' the Senior Credit

Facility. Becancour Silicon is also required to pay AMG, as a
partial or' whole prepayment of the principal amount due under

the AMG Convertible Note and on a quarterly basis, an amount
equal to either: (i] one half of the availability under the Senior'

Cl'edit Facility in excess of $5,000, where the principal amount
then outstanding is greater' than such excess availability

amount; or [iii all of the principal amount then outstanding,
where such principal. amount is less than the arnount of

availability under the Senior Credit Facility in excess of $5,000.
In each case, such prepayment is subject to any prior exen:iso
of AMG's conversion right, as well as satisfaction of the other­
conditions in r-espect of optional Fm~payrnents.

AMG Advanced Metallurgical Group
;\MG Advanced Metallurgical Group N.V, ("AMG") is a

significant shareholder in the Company. As at December 31,
2010, AMG directly held 83, 14fJ,007cOrnmon shares of
the Company, representing 42.5% of the total issued and
outstanding shares at that time. During the yei.lr ended
December' 31,2010, AMG acquir'ed conlmon shares in a
private placement (see Note 13(bl).

In Dec"'mber 2009, Becancour Silicon issued i.1 conver-tible
promissory note to Atv1G in exchange for a loan of US$5,OOO
(the "AMG Convertible Note''). On December 15. 2010,

Becancour Silicon and AMG executed an amended and
restated AMG Convertible Note, whereby AMG agreed to

extend the maturity date of the AMG Convertible Note by three
years. from .January 3,2011 to .January 3,201/" the conversion
rate was adjusted and interest was set at 14%, payable
monthly in arrears, starting on January 1, 2011.

Up to the full principal amount of the AIv1G Convertible Note
is convertible into common shares of Timminco, at AMG's
option at any time during the extended terrn at a conver'Sion
price of $0.26 per share, subject to custornal'y anti-dilution
adjustments. with the US dollar principal amount conyer-ted

into Canadian dollars at the Bank of Canada's noon exchan\je
rate on the date of notice of conversion. This new conversion
price represents a discount of approximately 21"1., from the
market value of a common share, as deterrnined pursuant

to the TSX definitions, nomely, the volume weighted average
trading price of such shares on the TSX on the last five trading
days up to and including December 14, 2010.

The AMG Convertibl." Note continues to have financial
reporting covenants. a negative debt covenant and certain
capital expenditure approval requirements. A default under
the AMG Convertible Note could trigger an event of default
under the cross-defaul.t provisions of the Senior Credit
Agreement and the Term Loan Agreernent. Also, a default
under either the Senior Credit Agre,;ment or the Term Loan

Agreement could trigger an event of default under the cross··
default provisions of the AMG Convertible Note subject to the
provisions of the postponement agreement executed by the

Bank, AMG and Becancour Silicon. Tirnminco also continues
to guarantee all obligations of Becancour Silicon under the
AMG Convertible Note.

2009

$

Due to related companies-long term

to Dow

Convertible loan payable
toAMG

!',cvolvino line of credit···-·
Cow C~"Jrning

Pn",.,.,ic.<~"'J note payable
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Dow Corning
On October 1,2010, Dow Corning acquired a 49% equity interest
in Quebec Silicon, the production partnership entity that owns the
silicon metal operations in Becancour, Quebec, in consideration
for net cash proceeds of approximately US$£,O,l minion.

Becancour Silicon retained a 51 % equity interest in Quebec
Silicon, as weU as aU of the solar grade silicon purification

operations and facilities at the Becancow" site.

Quebec Silicon's production output is subject to a supply
agr'eement among Quebec Silicon, Becancour Silicon and Dow
Coming (the "Supply Agreement'"]. The Supply Agreement

splits all of the production output of Quebec Silicon, which will
be based onan initial annual production capacity of 47,000
metric tons of silicon metal, between Becancour Silicon and
Dow Corning, proportional to their equity intere5ts in Quebec
Silicon. All production output will be sold by Qui~bec Silicon

to each of i~~ecancour Silicon and Dow Corning i!t a price
equal to the actual full producti,)n cost per metr'ic ton for the
quarter plus a fixed mark-i1p (for the three months ended
Decernber :31, 2010-"-$966 was Invoiced to Dov! Corning!.

The Supply '\gre(~ment funher pr'ovides that if either
B(~cancour SiLicon or Dow CorninSJ elects not to pu.rchase any
por·tion of Its output allocation, then the other party will have
the option, ot its discretion, to purchase any or all. of such
allocation, If the other party does not purchase all of such
pl"Oauct, then the party that failed to take its alloc.$ted output

must reirnbu:"se Ou6bec Silicon for certain costs,

To fulfil Becancour Silicon's supply commitmentsto its third

party end customers during the fourth quarter 2010, less
than £,9% of Quebec Silicon's production was allocated to Dow
Corning ill such quarter, Quebec Silicon will alloc.ate mon,

than 49% of its output to [Jow Cor'ning starting in.the second
quarter of 2011 to replace such shortfall in accordance with an
agreed formula. If by the end of the fourth quarter of 2012 such
shortfal.l I"l'.mains, B~~cancour Silicon must pay Dow Corning

for such remai.ning shol'tfall at prevailing market prices,

8ecancour Silicon's and Dow Corning's equity interests i:1
Quebec Silicon are subject to governance agreements that
provide for certain "put" and "call" rights for the equity

holders, Should Timmincoor Becancour Silicon undergo
a "change of control" , Dow Corning will have the right, but
not the obligation, to sell its 49% interest in Quebec Silicon
to the Company at a pric., e~qual to the fair market value of
such inter-est. In conjunction with any exercise of such put
right, Dow Corning has the right to retain all or any portion
of its rights under the Supply Agreement for up to two years,

Failure by the Company to fulfil its obligation in respect of
such put right within the specified period of time will entitle

Dow Corning to assume operating control and purchase all
of Becancour- Silicon's interest in Queb,,;c Silicon at the fair

market value of such interest. Becancour Silicon will have the
right to retain aU or- any portion of its rights under the Supply
Agreement for up to two years,

Upon the occurrence of certain insolvency-related defaul.t
events affecting either party, the non-·defaulting party has
the right to purchase the defaulting party's equity interests in
Quebec Silicon,

Quebec Silicon has a Loan Agreement with Dow Corning
dated October 1, 2010 (the "Loan Agr'eement") that pr'ovides

for a revolving credit facility of up to $10,000 to fund Quebec
Silicon's working capital requirements. Funding under

the Loan Agreement is available to Quebec Silicon upon
request at any time, up to the full amount of the unused

credit commitment and subject to continued compliance,
Outstanding amounts bear interest at a variable rate of
Canadian prime plus 2% (December 31, 2010-5%1. which is
payable quarterly. The Loan Agreement expire~, on October 1,
2013, and r~lay be terminated earlier, at Dow COt"!Wlg'S
discretion, if it ceases to own any interest in Quebec Silicon
or upon the occurTence of certain change of control events
in respect of the Company, This facility includt:s customary
negative covenants in respect of indebtedness and pledges,
All of Quebec Silicon's assets, propertit:5 and revenues

have been pledged to Dow Corning as secul"ity for' Quebec
Silicon's obligations under the revolving credit facility, As of

December- 31, 2010, $10,000 has been drawn on the facility,

Quebec Silicon has two discounted notes payable to Dow
Corning dated December 10, 2010, The first note of $1,225

without interest has been accrued at a rate of 5% and the
maturity date is April 1, 2011, The second note of $1,225

without interest has been accrued at a rate cf 5% and the
maturity date is March 30, 2012.

AMG Conversion

Becancoul". Silicon and AMG Conversion Ltd, ["AMG
Corwer·sion"1. a wholly-owned subsidial'Y of AMG, executed

a :'v1emorandum of Understanding datt:d March 31, 2009 las
amended, the "Memorandum of Understanding") whereby the
p;:;nies agreed to jointly develop the ingot production process
to optimize the quality of the in90ts and bl'icks produced with
Becancollr Silicon's solar grade silicon, and to jointly explore
the feasibility of AMG Conversion producin~l ingots and br'icks
at the Becancour Silicon ingoting facility on an exclusive



long-term tolling basis for and on behalf of Becancour Silicon.
'These activities continued during an interim period, which

expired on December 31,201 0, B(~cancour Silicon and AMS
Conver'sion are in negotiations to extend the interim pel'iod
into 20'11. In the event that definitive a~Jreements in respect of
long term tolling arrangements between Becancour Silicon
and AMG Conversion are not concluded by March 31, 2011,
unless the parties agree other'wise, AMG ConvHsion will have
the right to remove aU of its ingot and brick making assets
from the Becancoul' ingoting facility.

During the yea:' ended December 31,2010, AMG Conversion
produced ingots and bricks at the Becancour crystallization

iacility on behalf of Becancour Silicon, using its equipment
and B(~cancour Silicon's employees and solar grade

silicon, and invoiced a tolling fee of approximately $1,025

[2009···-$1,064), which was based on the actual. fully-loaded

cost to produce ingots and bdcks for Becancou:' Silicon,
plus an agreed fixed nlargin. Effective August 31, 2010, the
parties agreed to amend such interim tolling arrangements
to provide for' a fixed fee payment by AMG Conversion for
each ingot produced for AMG Conversion at the 8ecancour
ingotin9 facility for the remainder of the interim period. AMG
Convel'sion al.so produced ingots and bricks at the Becancour
crystallization facility for its own account, using its equipment
and solar grade silicon and Becancour Silicon's employees,

Becancour Silicon invoiced AMG Conversion a tolling fee of
approximately $604 !2009-$62]. Effective August 31,2010, the

parties agreed to amend such interim tolling arrangements
to provide for a fixed fee payment by AMG Conversion for'
each ingot produced for AMG Conversion at the Becancour
Silicon ingoting facility fOf' the remainder of the interim
period. Although the interim period under the Memorandum
of Understanding has expired 3S of December 31, 2010,

Becancour Silicon and f.\fv1G Conversion continue to cooperate
with respect to their use of and access to the equipment at the

Becancour crystallization facility.

Becancour Silicon and AMG Conversion are also considering

the feasibility of a long-term relationship on the basis that
Rtkancour Sili(:on would focus on the production and sale of
solar grade silicon, Ir1 chunk form, while AMG Conversion would
use solar grade silicon purchased from Becancour Silicon
to produce and sell ingots and bricks and focus on the solar
wafer market. In this connection, certain sales have occurred
in pursuit of a new sales channel for Becancour Silicon's
solar grade silicon, During 2009, Becancour Silicon sold
approximately 153 metric tons of solar grade silicon to AMG
Convel"sion and received cash proceeds of approximately $5,928
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from such sale which amount has been recorded as deferred
revenue. Dur'ing 2010, approximately 2 metric tons were

shipped and l3ecancour Silicon recognized $73 as revenue.
The remaining $5,85/, will be recognized as revenue when the

inventory is shipped to third party customers, The inventory
associated with this transaction has been recorded as finished
goods consigned to related party. The price of the solar grade
silicon sold to AMG Conversion was consistent with the pricing
negotiated fOl' similal' material sold to third parties.

Sudamin
During 2010, Becancour Silicon agl'eed to supply and deliver a
certain volume of silicon metel in 2010 on behalf of Sudamin
SA ["Sudamin"J. a whollY'-owned subsidiary of AMG, to one

of Becancour Silicon's traditional tong-term silicon metal.'
customers, and r-eceived a pre'payment of $/,,668 [-€3,2~j91

from Sudamin towal'ds such deliveries, The Company, in turn,

agreed to pay Sudamin a transaction fee of $377 !€265J, By
December 31,2010, the Company had fulfilled all shipment
obligations and has recognized all revenues and costs
associated with this transaction,

During 2009, the Company also agreed to supply and deliver
a certain volume of silicon metal in the fourth quar·ter- 2009
on behaLf of Sudamin to one of Becancour Silicon's traditionaL
long-term silicon metalcustome:'s, and received a pre­
payment of $6,787 from Sudamin towards such deliveries.
The Company, in turn, agreed to pay Sudarnin a transaction

fee of $635. By December 31,2009, the Company had fulfilled
all shipment obligations and has recognized all revenues and
costs associated with this transaction.

During the second quarter of 2009, 8ecancour Silicon sold
5,000 metric tons of silicon metallinished goods inventory to
Sudamin for a cash purchase price of $10,430. Aportion of
such silicon inventory was to b.e sold by Becancour Silicon to a
European silicon metal customer OV,;f' th,~ balance of 2009 and

Sudamin assumed a portion of the volurn," commitments under'
the silicon metal supply contract with such customer for 20!J9.

Inventory under the control of Sudamin was classified

as finisht?d goods consigned to a related company with"
corTesponding deferred revenue ",mount. flevenue was
recognized as the finished product was shipped to the
end customer. During the yeal' ended December 31, 2010,

f3ecancour Silicon recognized revenue of $8,34~j !2009­
$13,54.01 representing the value of finished goods shipped
to the silicon metal customer. As at December 31, 2010,
product had been shipped to the customer and deferred
revenue was $nil [2009-$3,6'771.
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Becancour Silicon has also ,:n~laged Sudamin to perform
certain consulting services relating to the solar photovoltaic
industry in China. During 201 0, 8t:~c,mcour Silicon paid $9 in

fees for such services.

ALD Vacuum Technologies

Becancour Silicon purchased equipment spare parts from
ALD Vacuum Technologies ("·ALD'"]. a wholly-owned subsidiary
of AMG, during the year ended December 31, 2010 for Si20

(2009-$709). Shipments of solar grade silicon by Bec.ancour
Silicon to ALD were $15 in the year ended December 31, 2010

12009-$261!. The shiprnents were not recognized as revenue
as the finished goods inventory has been or will be shipped
back at the original invoiced cost These transactions were
recorded at the exchan(:F~ amount.

GfE Frernat
Becancour SHicon purchased kom GfE Fremat GmbH ("GfE
Fremat'"), a wholly-owned subsidiary of AMG, ingots during

the year ended December 31,2009 for $591, Becancour
Silicon shipped solar grade silicon to GfE Fremat during the
year' ended December 31, 2009 for $465. The shipments were
not recognized as :-evenue as the finished good.s inventory
has been or will be shipped back at the original invoiced cost.
These transactions 'II/ere recorded at the exchange alT1ount.
There were no transactions during 2010.

RW Siliciurn
HW Siliciurn GmbH nxw Silicium"j is a controlled subsidiary
of AMG which produces and sells silicon metal in Germany.

!~W Silicium has been appointed as Becancow· Silicon's
representative for the purposes of REACH regulations appLicable

to Becancour SHicon·s sales of silicon metal and related products
into the European Union. For the year ended Decen:ber 31,2010,
mv Silicium invoiced the Company, at cost, for· govemrnent
regulatol"y fees in the an,ount of $6812009-$1161.

Executive Management

Dr~ Heinz C, Schimrnelbusch is Chairman of the Board and
Chief Executive Officer of Timminco, as well as Chairman of
the Management Board of AMG. Dr. Schimmelbusch is also a
member of the executive committee of the general partner of
Safeguard International Fund, L.P. I"Safeguard'l which is a
shareholder of AMG. Mr, Arthur' R. Spector is a member of the
Board of Director·s of Timrninco and is also a member of the
executive comrnittee of the general partner of Safeguard. Until
the end of the third quarter 2009, Mr. Spector was also Vice

Chairman of the Management Board of AMG.

Mr, John Fenger was appointed President and Chief

Operating Officer of the Company on April 20, 2009. Prior
to that date in 2009, the Company shared the remuneration
cost of ML Fenger with AMG based on trw relative ar-nount
of time spent by ML Fenger- acting on behalf of these
companies. Effective from April 20, 2009, the Company is
payinq the full cost of remuneration of Mr. Fenqer, 'Nhieh is
paid through a subsidiary of Allied F~esource Corporation,

of ""hich Dr. Schimmelbusch is Chairman. For the year
ended December 31,2010, the Company contributed $755
(2G09-$657) to the cost of Mr. Fenger's rernuneration.

13. Capital Stock

(a) Authorized: unlimited number' of Class /0, and Class B

preference shares, issuable in series and having such
rights, privileges, restrictions and conditions as may be

approved by the Boar"d of Directors of Timminco. The
Class Aand Class B preference shares rank in priority

to the common shar·es with respect to the payment of
dividends and the return of capital.

Issued: none

(b] Authorized: unlimited number· of common shares.
Holders of common shares an~ entitled to one vote for
each share.

2009

Amount

$ 199,688

44,151

30,319

10,559

18.:305

17,O:J9

1H.66B

Shares 1000's!

31

Issued capital is:
Yeal" ended

Batance, be9innhg oi the yeal~

COl'r1fYlOn shar:e~-:.·~ssu;;:d for- casrl

Com'rnon- s.hares issued in settL'~ment or deposits

Coi'rHY10n shan~s iSSI1(:d in sHttl,Grn(~nt of conv(~rtibtH not(·;~~

Cornmon3hares is.5u(~d in 5etU~~rnont of Rt:.payrnont" Liability
(N(·t{791 _.

Common .shares issued in settlement of" tr'ade
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On February 2/,,2010, TinllTiinco issued 337,701 cornrnoh
shares ;;is futland final settlement of a trade payable
owin~J to i:1 w:ndor of $412.

On March 26, 2010, Timminco issued 15,908,000 common
shares in payment of $12,726 1€9,198) of the Repayment
Liability (see Note 9).

On May 13,2010, Tirnminco issued '1,105,928 common
shares in the first tranche of an equity financing by way of
a private placement at $0.65 per share for gross proceeds
of :1;4,619 to AMG.

On May 21,2010, Timminco issued 8,991,488 common
shares in the second tranche of an equity financing
by way of a private placement at $0.65 per share for
gross proceeds of $5,8/,4, of which AMG subscribed for
1,,221,4.88 of the common shares.

On June 14, 2010, Timminco issued 4,057,199 common
shares in the t.hird and final tranche of an equity financing
by way of a privati) placement at $0.65 per share for gross
proceeds of $2,637 to J-\MG.

lei Options have been granted to certain key employees and
directors to purchase common sh3res of the Company
subject to various vesting requirements. Dur"ing 2004,
the Company established a Share Option Plan [the "2004

Plan"j which supersedes the pr"ior shar'e option plan for

directors and key employees. The 2001, Plan was last
amended and rest<Jted as of April 28, 2008. Under the
2004 Plan, options are granted at the discretion of the
Board of Oir'ectors or its compensation committee, at

an exercise price no less than the closing price of the
common shares on the Toronto Stock Exchange on the
last tl"ading day preceding the day of grant. The options
VO!;t equally over a four year periof.1, with the initial 25'1u
vesting after the first anniversary.of the grant date, and
expire seven years after the grant date.

On November 11,2008, the Company established a new
share option plan [the "2008 Plan"j as part of certain
long ..term incentive compensatkn arrangements for key
employees in the Silicon Group. The options are granted

with an exercise price at the fair market value of the
Company's common shares, have a nine-year' vesting

schedule with (jO% becoming exen:isable after" the fifth
anniver'sary of the gr'ant d21te, and the rernaininf:] 50%, vest

equally on the sixth through ninth anniversary dates. The
options expire ten year's after" the grant date.

During the year ended December 31,2010, options to
purchase 1,nfl,flOO common shares were granted under
the 2004 Plan. The fair values of the grants, deter'rnined
usinf:] the Black-Scholes option-pricing model. at the time
of the grants, were $0.31 to $1.09 per common share
subject to option. The following assumptions were used
to calculate the fair value: expected dividend yield of 0%,

expected stock volatility of 118.4% to 119.8%, risk-free
interest r'ate of 2.91 % to 3.0°;l, and expected option lives of
seven years. The share option expense is being amortized,
according to the vesting schedule, over' a four year' period

from the date of the grant~>.

During the year ended December 31, 2009, options to

purchase 895,900 common shal"es of the Company wen"
granted under the 2004 Plan. The fair value of the granb,
determined using the Black-Scholes option"pricing model
at the trne of the grants, were $ ·1.4/;. to $2.28 per" option.

The following assumptions were used to calculate the
fair value: expected dividend yield of OC!r), expected stock
volatility of 116.'/% to 122.9%, risk-free interest rate of 2.1 %

to 2.7";0 and expected option ii',es of seven years. The share
option expense is being amortized, according to the vesting
schedule, over a four year pet"iodfrom the date of the granL

Subsequent to December' 31, 2010, options to pur'chase
320,000 common shal"es of the Company were granted
under the 2004 Plan.

During the year ended Decembel" 31, 2010, the Company
recorded stock-based compensation expense of
$8,327 (2009-$'7,927) which is included in selling and

administrative expenses in the statement of operations.

A summary of the status of the options under both the 200/,

Option Plan and the 2008 Option Plan is presented below:

1.87

2009

SharE.>S V'/f.:inht(~d AVE>ra9H
tooO'si Exercise Pnce

Out:1randit'1fj, bef.J~nn!nq of year

Graf1t(~d

Year ended December 31

Forfeit,~d
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At December 31, 201 D, the number of cornman shares subject to options outstanding and exercisable under both shar'c

option plans was as follows:

.393

~'rice

Olitstanding Vveight(·~d Av(~ra9(':

Exercise Price
Avl:.... ra9(~ Exercisable

Life
W(';lgh!('ld .tW(~n)gf~

Exercisable Price

2,150

3,828

$0.29 to $0./,0

$0.59 In $2.57

0.37

1.16

7.94

./~.90

/,.17

3.53

7.48

5.88

U25

2.091

478

$ 0.38

0.90

10.20

1.9Q

As of December 3'j, 2010, the maximum number' of Timminco common shares that may be reserved for options granted
under the 2004 Option P!'an is 7,332,175 and under the 2008 Option Plan is 10,000,000, r'epresenting 8.9% of the issued and

outstanding common shares,

Contributed Surplus

Year ended 31

88lanc~, beg~nning of year

The Company's S1 % investment in QudJec Silicon is

considered to be a VIE and the Company is consider'ed the

primary beneficiary; accordingly, the Company consolidates

Quebec Silicon [See Note 121.

If the rolling average cost of production iper metric tonI
for any 12-month period in the thr'ee year period after

September 30, 2010 (the "Post-Closing Period"l is less

than specified thresholds, then Dow Corning will contribute

to Quebec Silicon, for distribution to llecancour Silicon, a

one-time payment of additional consideration in accordance

with an agreed formula. In addition, if during any consecutive

six-month period in the Post-Closing Per'iod, the average

annual production capacity of Quebec Silicon exceeds 47,000

metr'ic tons of silicon metal, for any reason. then Dow Comin~J

will contl'ibute to Quebec Silicon for distribution to f:'3ecancour

Silicon a flnther one-time payment of "dditional consideration

calculated in accordance with an agreedformula. The
rnaxirnul11 amount that BecancOl](Silicoh may receive upon

achieving these performance objectives is \)S$1 0.0 million,

14. Non-contr'olling Interest

The Canadian institute of Chartered Accountants ["CICA"I

Accountin~J Guideline 15, "Consolidation of Variable Interest

Entities" 1";'cG-15"1. requires the con50lidation of variable

intere!;t entities l"ViEs"l by the primary beneficiary of the

expected residual losses or returns, or both, of the ViE. A VIE

is any type of legal structure in which consolidation is required

due to contractual or other financial alTangements, 6S

opposed to traditional voting rights, if certain conditions exist.

The company is the primary beneficiary of two VIEs as defined

under AcG-15.

On February 4, 2010, Timminco and Str'okkur' Energy ehf.

("Strokkur":' an Icelandic private equity firm, formed

Thor,;;i! ehf. l"Thorsil"), an Icelandic company, with Timrninco

having subscribed for ~11 % of its share capital and Strokkur

havinq.subscribed for !~9(1() of its share capitaL The Cornpany's

investment in Thorsil is con~,idered to be a VIE and the

Company is considered the pr'imary bendiciary; accordingly,

the Company consolidates ThorsillSee Note 9).

On September 30, 2010, Becancour Silicon transferred

most of its silicon metal assets and liabilities to Quebec

Sil.icon, including pl'Operty, plant, equipment and certain

net working capital items, in anticipation of a production

partnership transaction with Dow Corning Corporation l"Dow

Corning"). which was completed on October 1,201 C. Dow

Corning acquired a 49';10 equity interest in Quebec Silicon in
consider'ation for' net cash proceeds of $40.'f76 (US$40,1 05).

Year ended December 31

Balance, be9inn~ng of
the year

Proceeds from Dow
Corning

$

2009
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15. Income Taxes

[a) Incomt:' taxes [recovery) attributable to loss before tax differs from the amounts computed by applyinrl the combined
Canadian federal and provincial incorne tax rates of 31°/., 1:33% in 2009) to the pre-tax loss as a result of the following:

Yi·~ar ended December 31

Loss before income taxes

Computed 'expecl<:'d' tax recovery

lncn~as{·~ keductionl in in<:orrH~ taxes re~;ulting from:

2009

$ (132,/;(121

(43,705]

Income taxed at differ-ent rates in other jurisdictions 2,053

tvJju.strneni" to futLJn~ tax assets and liabillti{:~s for changes in tax rates

Exchanq(·:~ rate:; (·}fft~:cts

Change in valuation allowance

Expjred investm(Hlt tax c.redits and loss carry forwards

CJU~:kHH: ~.)ilicon·s rninofity intf~r(~st's t':1xabl(~ inconH~ and IH·}l futun: t~)X (:E';Si.~!!·~ (N{)1.G 15(dJ)

Perrn~mcnt f]nd other differences

8,590

952

32,603

478

[b) The tax effects of temporary differences that give f'ise to si~Jnificant pOf·tions of the future tax assets and futl.we tax liabii.it.ies
an= presented below:

2009

$

13,643

191

748

6,554

5,480

43,118

2,775

1,819

2,'795

6~~

270

1J'I

77,575

5$5

7,291

2,608

16,589

95,540

forwards

Impaired investment$

F'roperiy, plant and equipment

EU~lible capitf·)l (·~>:p(·:nd;tures

Dt~ferred Lnancin;:j costs

inventories

Sh<;lre issue custs

lrnp~;in~d tf:H1d

ProVitlciat!Feder;,:~l sales tax harmonization credit

Accruals and long tc·;rrn provisiDns

Employee futu'-e benefits

Tax tOSS can'y forwards (Note 15klJ

Inv~H;trrH~nt tax cf<'l(iit carry forwards (:xpirinq between 2011 and 2018

Hese31'ch and development expenditures

-------------------------------------~---_-:::..:...:...;-

Less vatuation atl.owano.?

Future income tax lidbil.ities:

Ernployee future beneiHs

Intangible assets

785
1,163

231,

2,142

Net f"uture inco!11(o: t~rx i15set

The ultimate realization of future tax assets is dependent
upon the generation of future taxable income during the
periods in which these temporary differences and loss
can-y forwards become deductible_ During 2010, the
future income tax asset was increased by oper-ating and

non ..·oper·ating losses generated in entities not f)enerating
taxable income. Accordingly, the valuation allo"vance
was increased by a correspondin9 amount as there is
currently no expectation of generating sufficient taxable
income in these le9al. entities,
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(Cl At December 31,2010, the Company has the following
gross tax loss carry forw<lrds available to red(.lCe future
years' income in:

to or liabiLities of the Company, they have been excluded
from these consolidated financial statements,

16. Financial Instruments

Approximately $1 ,331 of the United States tax l055 carry
forwards above are subject to restrictions that limit the
amount that can be utilized in anyone taxation year.

At December 31, 2010, the Company has allowable capital
loss carTy forwar'ds of $11,553 available to reduce future
years' taxable capital gains. These loss carry fo:'wards
have no expiry date.

!d) Quebec Silicon is not taxable on a legal entity basis. Its

taxable income is attributed directly to its partners on a
percentage of ownership basis. Since income tax expense
(if ,my) 3nd :'dated iutur'e income tax assets and liabilities
attributed to the rninority interest are not assets available

Categories of financial assets and liabilities

Unde:- CICA Handbook Section 3862, "Financial Instruments ­
Disclosures", the Company is r'equired to provide disclosures

regarding its financial instruments. Financial instruments
are either measured at amortized cost or fair value. Held ..

to-rnat"rity investments, loans and receivables and other
financial liabilities are measured at amortized cost. Held-for­
trading financial assets and liabilities and available-for-sale
financial assets are measured on the balance sheet at fair
value. Derivative non-financial instruments ar'e classified
as held-far-trading and are recorded on the balance sheet
at fair value unless exempted as a non-financial derivative
representing a normal purchase and sale arrangement.

Changes in fair value of derivative financial inst:'uments are
recorded in earnings unless the instruments are designated
as cash flow hedges. The following table provides the carrying
value of each category of financial assets and liabilities and
the related balance sheet item:

$ 15'1,353

$ 22,531.

$ 1,243

Canada expiring between 2013 and 2030

Unitec! States (FederaU f:xp!ring b.:~tween
2011 and 2023 .

Carrying Amount

2009

He! d-for-tradintj

C,;;;11 1,170 1,1'70

F'oreign e>:chailge r::ontrl3cts

Av~·)ilabLe for !:.;,de

222 222 222

Accounts n~cejvabie

Due frorn rt~lated (:(Hnp3nil~'5

Financial Liabilities

$ $ $ !.rJ.:JI5 ,> 39,1/;7.'
1'1,627 19,62'1

5,991 !i,991

;j9,158 ;j9, 1~j3

5,1:)2 5,1)2

128 128

tenn nr"vic;,or,,,

Bank ind(~bt(·)dnt~ss

AccountspiJyable Jnd "ccrued liabilities

Due 10 related companIes

CllrTi~nt portion Df long tt~rrn d(·:bl

Current·portiol1 ()f long tenl1 provisions

Long t",,'m d",bt



Timminco Limited
:(0'10 :\nnu,:~ll~i.':pof't

p.a;f

3'96

The fair value hierarchy of financial instruments measured at fair value on the balance sheet is as follows:

-------_.._------'-------_.._.-._....._--'---,
Level 1 L.evel2

2009

Level 3

$ 1,170 $

Finandal Asse~s
Cash and cash equivalents

F()n~ign i;,~XCh.;rltF.~ contnH:ts

$

$ 69 $ $

$

At December 31, 2010, the Company has $105 of r'estr'icted

cash which is classified as a current asset. The restricted cash
represents funds available for funding preliminary expenses

for a potential silicon metal capacity expansion project in
Iceland !Thor·sill.

Investment in the cornmon shares of Applied Magnesiurn is
classified as available for sale financial asset and is measured at

cost since there is not an active market to deten-nine a fair value.

The Company has determined the estimated fair values of
its financial Instruments based on appropriate valuation
methodologies; however, considerable judgment is required
to develop these estimates, The carrying value of cun'ent

monetary assets and liabilities approximates their fair value
due to their relatively short periods to maturity. The fair values
of long term receivables, othel'long term liabilities and the
debt component of the amounts due to an affiliated company

approximate their carrying values as the terms and conditions
are similar' to current market conditions. Foreign exchange
contracts are marked to market using quoted market prices.

Risks arising from financial instruments
and risk management
The Company's activities expose it to a variety of financial

risks: market r'isk lincluding foreign exchange and interest
ratel. credit risk and liquidity risk. The Company's overall
risk management program focuses on the unpredictability of

financiAl. markets and seeks to minimize potential adverse
effects onthe Company's financial performance. The
Company uses de;-ivative financial instruments to mitigate
certain risk exposure!i. The Cornpany does not purchase any
derivative financial instruments for sp0culative purposes. Risk
management is the responsibility of the corporate finance
function. The Company's domestic and foreign operations
along with the corporate finance function, identify, evaluate

and, where appropriate, mitigate financial risks. Material
risks are monitored and are regulal'ly discussed with the Audit
Committee of the Board of Directors.

Foreign exchange risk
The Company repor'ts its results in Canadian dollars, and a
substantial portion of the operating costs of the silicon business

is in Canadian dollars, as the Company purchases silicon

metal from Quebec Silicon in Canadian dollars, whereas the
majority of the Company's products are priced and sold in
Euros and U.S. dollars, In particular, Gecancour Silicon has
signed a contract to supply a significant portion of its allocalion
of Quebec Silicon's production of silicon metal over the next
five years at prices denominated in Furos. Such pricing is
fixed in Euros for deliveries In 2011, and subject to negotiation
within a defined price range in Euros, for (~ach of the remaininq
four years. Subsequent to the yeaI' end the Company and
the customer amended the supply agl'eement to provide fOI-

an adjustment with respect to rnovement in the Euro/USD
exchange rate relative to the exchange rate in effect at the
date the companies agreed upon the pricing in 2009, thereby
reducing the exposure of the Company to fluctuations in the
Eur'o/USD exchange rate. Volatility In the Canadian dollar-..-Euro

exchange and Canadian dotlar-USD exchange rate could have
a material impact on the gross margins of the Company.

Since the majority of the Company's sales are transacted in U.s.
dollars or Euros and the Company has intel-est bearing debt
denominated in foreign currency, the Company may exper'ience
transaction exposures because of volatility in lhe exchange rate
between the Canadian and U.s. dollar al1d the Canadian dollar
and the Euro. Based on the Company's U.s. dol.lar denominated
net inflows and outflows fOf" the year ended December 31,2010,

a weakening lstrengthening) of the u.s. dollar of Fl. woul.d,

everything else being equal. have a positive [negativel effect on
net income before taxes of $275 [2009-$167L Based on the
Cornpany's Euro denominated net inflows and outflows for the
year ended December 31, 2010, a weakening !strengthening)
of the Euro of 1% would, everything else being equal, have ;,

positive Inegative] effect on net income before taxes of $365
[2009--$2221. prior to hedging activities.

The objective of the Company's foreign exchange risk
management activities is to minimize transaction exposures
and the resulting volatility of the Company's earnings, subject
to liquidity r-estrictions, by entering into foreign exchange
forward contracts.
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The open forE:ign exchange forward contracts as at December
31, 2010 are as follows:

Foreign exchange forward contracts

The Company enters into foreign exchange forward contracts

to mitigate foreign currency r-isk relating to certain cash flow
exposures, The Company's fOI'eign exchange forward contracts
I'educe the Company's risk from exchange movements because

gains and losses on such contracts offset losses and gains on
tr'ansactions being hedged. The counterparty to the contracts

is a multinational commercial bank and therefore credit risk

of counterparty non"performance is remote. Realized and
unrealized gains or losses are included in net earnings ifor the
year enrJ"d December 31.2010-$99 gain; 2009--$1.606 gain).

Credit risk
Accounts receivable and long term receivables are subject
to credit risk exposure and the can-ying valur:~s r'eflect

management's assessment of the associated maximurn
exposure to such credit risk. Substantially all of the
Company's accounts receivable al-e due from customers

in a variety of different industries and as such, are subject

to normal credit risks in their respective industries. The
Company regularly monitors customers for changes in credit
risk. As a requirement of the Company's Credit I~gl'eement.

trade receivables from customers in Europe, Australia. Mexico
and Japan are insured for events of non-payment thr-ough
third party export insurance.

The rnaximum f;xposure to credit risk is equal to the carr'ying
value of the financial assets. The objective of managing
counterparty credit risk is to prevent losses in financial assets.

The Company assesses the credit quality of the counterpal'ties,
taking into account their financial position, past exper'ience

and other factors. Credit risk is mitigated by entering into sales
contracts with only stable, creditworthy parties and through

frequent I'eviews of exposures to individual entities. In addition,
the Company enters into foreign exchange fOlward contracts with
a lal'ge multinational bank to rnitigate associated credit risk, In
cases where the crtldit quality of a customer' does not meet the
Company's requirements, a cash deposit is r'eceived before any
goods are shipped. The carryin9 amount of accounts receivable is
reduced through the use of an allowance account and the amount
of the loss is recognized in the consolidated statements of
operations within operating expenses, When a receivable balance

is considered uncollectible, it is written off against the allowance

for accounts receivable. Subsequent recoveries of amounts
previously written off are credited against operating expenses in

the consolidated statements of operations. The following table
sets forth details of the age of receivables that are not overdue as
well as an analysis of overdue amounts and related allowance for
the doubtful accounts:

Unrealized
Fair v3lue los!;arnount

Notion::)l Canadian dottars flquiv3 t.ent

Contract

4,500

Nobnal
,)rl',(,unt of

Euro

These foreign exchange forward contracts mature over the
period January to MalTh 2011. ~;ubsequent to December 31,

2010, the Compar.y entered into foreign exchange forvliard
contracts to seliC' ,000 for Canadian dollars in the period
January to Mal'en 2011 <Jt rates of 1.3598 to 1.3600 (see Note 211.

interest rate risk
The Company is exposed to interest rate risk to the extent
that cash and short term investments, bank indebtedness, the
Term Loan and amounts due to an affiliated company ar'e at
floating rates of interest~ The Company's maximum exposure

to interest rate risk is based on the effective interest rate
and the current carrying value of these assets and liabilities,

The Company monitor'~ the interest rate mal'ketsto ensure
that appropriate steps can be tal,en if interest rate volatility
compr'omises the Company's cash flows. A 1'Yo c:hange in
interest rates would, everything else being equal, change
annualized net income before taxes for the year ended
December 3'1,2010 by $364 12009-$6531.

TotZlt <:lccounts

or which:

net

10,961

Past duefor rnoreltlan three rnon\'hs but not for more than six months

Past ctut: for rnore ti<~rl six rTlcnths but not for more than one: year

276 1,28B

Less:

Total

doubtf"ul accounts
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Contractual obli~lations

The contractual obligations of the Company as at December 31,2010 are as follows:

Bank debt

Term debt

Due to I'elated parties

Tho,-sil Bond

Dehed bHlefH pension funding obligations
.C_~·)piti3l t·g;S,(~t pur(h(:E~e ~;or1·lrnitrni:':.nts

Reorgani?atiL~n obU~jatl0n.s

Environmental obligations

Contract termination daim~~

Total contractual obtifjations

1.f.J79

19,722

1.114

1.312

2,050

7,1.10

5,081

81

$110,639

$

3,172

286
12,052

1,11/,

~;.22:';.

1,:m
874

1,041

53
$ 27.086

1 to 3 Ye'l!'s

$

13,889

706

7.670

12,900

392

4,0,,0

21
$42,154

4105 Years

197

6,339

123

188

7

$11.401

Ther""flr.,·

$

2';,919

690

661

2.'128

$ 29.998

Liquidity risk
The Company is currently subject to liquidity risk. Liquidity

risk arises through excess financial obligations over available

financial assets due at any point in time. The Company's
objective in managing liquidity risk is to maintain sufficient

readily available sources of funding in order to meet its
liquidity requirements at any point in time. The Company
attempts to achieve this through manoging cash from
operatio~"s and through the availability of funding from
committed credit facilities.

The Company incurred net losses of $74,752, $134,222 and
$22,609 for the years ended December 31,2010,2009 and
2008, respectively. There is also material uncertainty with
respect to the level of liquidity that will be generated by

operations in the next twelve months.

!-\t December 3'!, 2010, the Company had positive working

capilol of $23,163, W3S holding cash of $8,076 and had
undrawn available lines of credit under the Credil Agreement
of approximately $7,900.

Both the Senior Credit Agreement and the Term Loan
Agr-eement contain financial covenants. The minimum EBITDA
levels for the purpose of the financial covenants in the Senior

Credit ;\greement have been set at amounts based on the
Company's projected financial results. !n the event that the
Company is unable to achieve such financiaL results, it may
become non·..compliant under' the Senior Credit Agreement.
Non-compliance with any of the financial covenants under
the Senior Credit Agreement or the Term Loan Agreement
may cause the Bank or IQ, respectively, to declare an event
of default and demand r-epayment of the entire oLitstonding
indebtedness under such facilities.

Both the Senior Credit Agl"eement and the Term Loan
Agreement also contain aoss.. defautt provisions, and restrict

the Company's ability to incur additional indebtedness, sell
assets, create liens or oth(er encumbrances, incur guanmtee
obligations, make cel"tain payrnents, make investments, loans
or advances and make acquisitions beyond cer·tain levels.
Substantially all of the Company's assets have been pledged
as collateral to its lenders under the Senior Credit Aween,ent

and the Term Loan !\greement. The AMD Convertible Note
also contains a cross-default provision, financial repol,ting

covenants, a negative debt covenont and certain capital
expenditure approval requirements.

Quebec Silicon's Governance Agreements proVide that Qu(~bec

Silicon can require additional capital contributions from its
pal"tners in certain cin:urnstances relating to capital and
maintenance requirements for the Becancour facility, In the
event that Quebec Silicon's ag9regate funding requirements

for working capital and capital projects exceed the funding
available under' the Term Loan Agreement and from cash flow

from operations, Quebec Silicon rnay.have a working capital
deficiency, andior may be required to request additional
capital contributions from its padners. The Company may
be required, contr'actually or otherwise, to provide additional
funding to Quebec Silicon in these circumstances, which could
have a material adverse effect on the Company's liquidity.

Timminco has also been named as a dE-fendant in a PI'oposed
class action lawsuit. claiming damages in excess of
$540,000. While Timminco intends to vigor'ously defend the
allegations in such lawsuit and the plaintiff's attempt to get
cour·t approval to proceed, the timing and outcome of such

proceedings are uncertain and the amount of any damages
awarded could be substantial.



Timminto Limned
2010 Annual Heport
P.'l2

399

As 3 result of the Company's liquidity risk, the Company's

ability to continue as a going concel'n is subject to the
continued support of its lenders and is uncertain, therefore

the Company may be unable to continue to realize its assets
and discharge its Liabilities in the normal course of business,
The consolidated financial statements do not give effect to
any adjustments to recorded amounts and their dassification
which could be necessary should the Company be unable
to continue as a going concern and therefore be required to
realize its assets and discharge its liabilities in other than
the normal course of business and at amounts different than
those reflected in the consolidated financial statements,

17, Capita,l Management

acquisition by Dow Corning of a 49% equity int(!rest in Quebec
Silicon and uti~ized a portion of the net proceeds to fully
repay the revolving and term loans outstanding with Bank of
Amel'ica (s0e Note 81. However, the Company's ability to raise

capital in the debt or equity markets could be limited until the
Company returns to a cash generating status for a number of
fiscal quarters (see Note 1],

18, Commitments, Contingencies and Guarantees

Commitments
Property', Plcll!t and requiprnent

As at December 31, 2010, the Company had capital
commitments of $1,312 related to its silicon metal production
facilities in Becancour,

Operating leases

The Company leases equipment and office, manutac:tur-ing
and warehouse space under operating leases with minimum
aggregate rent payable in the future as follows:

The environmental certificate of authorization Ithe "Certificate
of Authorization"] granted to Quebec Silicon by the Out\bec
Minister of Sustainable Development. Environment and
Parks [the "Ministry"] on September 30, 2010 incorporated
a number of envir'onrnentalundertakings of Quebec Silicon

In 2009, the Quebec Ministry of the Environment issued a
Certificate of Authorization with respect to the Becancour
facility to remediate a silica fume disposal site. The planned
work is scheduled to be completed in 201/;,

in 2006, the Company filed a Mine Closure Plan With the
Ontario Ministry of Northern Development, Mines and
Forestry with respect to the Haley, Ontar'io facility together

with appropriate financial assurance covering its obligations
pursuant to the plan, The Company is required to pr'ovide
financial assurance of $1,683 by way of an initial deposit of
$337 and annual payments of $269 over a period of five years,

The Company has paid the initial payment and four annual
installments ($1,i,13], The Company has been rernediating

the property in accordance with the agreed terms of the Mine
Disclosur'e Plan,
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The Company defines capital that it manages as the aggregate
of its shareholders' equity and interest bearing debt. The
Company's objectivt::s when managing capital are to ensure
that the Company will continue as a going concern, 50 that

it can provide pmducts and services to its customers and
I'etums to its shareholders, The Company includes its fully
consol.idated VIEs in managin9 its capital consideration,

As at December' 31, 2010, the Company's managed capital
vvas $52,487 (December 31, 2009-$14~),404] which was
comprised of shareholders' equity of $19,88L, (December' 31,

2009-$60,737) and interest-bearing debt of $32,603

(December 31, 20D9-·'$8/;,667). included in interest bearing

debt is the debt component of the convertible notes of $4,9'71
[December 31, 2009-$5,066], where the associated accr'eted
interest expense is a non-cash charge,

The Company manages its capital structure with the objective
of matching short and long-tel'm financing with the respective

assets, The Company tar~1ets having sufficient revolving credit
facilities to fund workin9 capital requirements and principal
and interest payments of its debts, and adequate lon9-term

debt and equity to finance long-term assets.

During 2010, the Company took additional measures towards
the eventual retur'n of its oper'ations to a cash generatin9
position through a temporary suspension of production
of its 50l.ar grade silicon operations, sale of silicon metal

inventories and r'eduction of accounts receivable to generate
cash horn working capital and cornmitment of substantially

all of its production capacity for 2011 at fixed prices. The
Company believes that these actions should support liquidity
to operate its business, subject to operating risks and
fluctuations in foreign exchange markets, The Company
completed a transaction on October '1, 2010 involving an



which are to be compl2ted within thetirnelines set out in the
Cer'tificate of Author'ization. The envir-onmental undertakings
include the OJ proper storage of certain materials; [iii the

proper disposal of certain pollutants and residual rnater-ial
that are currently on the premises of the facility; and (iii!

the execution of co:-rective plans set out in the Cei'tificate of
;.\uthorization relating to the identification and reduction of air
emission particulate matter', Becancour Silicon has agreed

to indemnify Oucbec Sil.icon for all expenditures relating to
the environmental undertakings set out in the Certificate
of Authorization including future estimated capital-related
expenditures of approximately $849 incremental to the
Company's capital expenditures commitments of $439 as at
December' 31,2010,

Contingent liabilities
Cla::;s action lavJ;;uit

Timrninco and certain of its directors and officers. as well
as certain third parties, have been named as defendants

in a potential class action lawsuit filed in the Ontario
Superior Court of Justice on May 1/., 2009. This lawsuit was
commenced by the plaintiff Ravinder Kumar Sharma on
behalf of shareholders who acquired Timminco's common

sh"lres between Mard) 17, 2008 and November 11, 2008 and
claims damage;, exceeding $5/,0,000. The plaintiff alleges
that Timrninco and othe!-s made certain misrepl-esentations
about the Company's solar grade sil.icon production process,
These are unproven allegations. and the plaintiff will need
to seek leave, or permission, of the coud to proceed under
the secondary market disclosure pr'ovisions of the Ontario

Securities Act.

The Company has not recorded any liability r'elated to these
matters, Timminco's directors and officers insurance policies
provide for reimbursement of costs and expenses incurred in
connection with this lawsuit, including legal and professional
fees, as well as potential damages awarded, if any, subject to
certain policy limits and deductibles. The Cornpany intends to
vigorously defend these aLle9ations and the plaintiffs attempt
to get court app:-oval to proceed. However, no assurance

can be (Jiven with respect to the ultimate outcome of such
proceedings, and the amount of any damages awarded in such
13wsuit could be substantiaL

Timminco Limited
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Other tegal actions

The Company is involved in various Legal matters arising in the
ordinary course oj business. The resolution of these matters is
not expected to have a material adverse effect on the Company's
financial position, I-esults of operations or cash flows.

Guarantees

In the normal course of business, the Company has provided
indemnifications in various commercial agreements which
may require payment by the Company for br"each of contr'actual
terms of the agreement Counterparties to these agreements
provide the Company with comparable indemnifications.
The indemnification period generally covers, at maximum,
the period of the applicable a(Jreement plus the applicable
limitations period under law, The maximum potential amount of
future payments that the Company would be required to make
under these indemnification agreements is not reasonably
quantifiabte as certain indemnifications are not subject to
limitation. However. the Company enters into indemnification
agreements only when an assessment of the business

circumstances would indicate that the risk of loss is remote.

The Company has agreed to indemnify its current and former

directors and officers to the extent permitted by law against
any and all charges. costs, expenses, amounts paid in
settlement and damages incun'ed by the directors and officers
as a result of any lawsuit or any other judicial administrative
or investigative proceeding in which the directors and officers
are sued as a result of their service. These indemnification
claims will be subject to any statutory or other legal limitation
period. The nature of such indemnification prevents the
Company from making a reasonable estimate of the maximum

potential amount it could be required to pay to counterparties,

19, Segmented Information

To July 22,2009, the Compariy managed its business along
two principal business segments, the production and
sale of silicon metal and solar grade silicon, the Silicon
Group ("Silicon"), and of specialty non-ferrous metals, the

Magnesium Group ("Magnesium"L After July 22.2009. til<:
Silicon Group is the only business segment Amounts included
under "Other" include corporate activities and amounts
related to the Company's investment rn Applied Magnesiurn.
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S(')gmented information on sales <lnd identifiable assets by geographic region is as follows:

(a) Sales (based on the countrylregion to which the goods were shippedl:

401

Canad<:l

Unitod Si8l£:s

Mexico

Europe

Australia

2009

Silicon Ma9n(~sjurn Total

$ 19,673 <t 3,029 $ 22,702.-
14,01/, 21,014 3S,028

19 '1.433 1,452

39,'142 1.363 4i.305

1,Y02 1,902

Pacifjc Rim

Ill) Net income !loss):

Loss befort- l'he undernoted:

EnvironlrH:~nt<.1lrnnedii3tion costs

Accretion or- convcr tiole debt

tJ ensiol"1 curtaitrnpnt costs

(7.498]

(199]

(50i,1

(69j

(1,091!

(199)

15061

[7,:671

2009-------'--------------------------'--",'-------'-'-----",----------"'--------

L.O!~S befori:': the undl·~rnoti~d:

Amortization of PP&E and intangible aSSt~t.s

Interest

Environmental rerned!at;on costs

Reorg<:lnizalion cost.s

L.oss en dispoS<'1t of Magnpl~~iu!Y1 Group

Pension curtaitment costs

Accretion of convertible debt

Jrnpairrn~~nt of ~')::')SGts

Income tax

Net loss

fc) Identifiable assets:

Silicon Maqnesiurn

$ (47,411) $ (3,766)

[15,141) l1:i6)

[1.098! (529)

[4,2931

(1.109!

l:J9.039)

$ (10/.,4121 s

(7,691.;1

16,6'15)

2

!7S9!

(19,901]

Total

~~ (5tU371l

11 ~i,297j
[6,(75)

11,627l
1/,,293)

[1,1(9)

3

::; t,"13 lc! 222)

Canada

United States and Other

2009

Sili<:o!1 C)lhi:.~r Tota!

Canada ;':-l 205,'123 ~) 3,183 $ 208.'106

United States and Other

$ 205.'123 $ :,,185 $ 209,908



Included in the assets related to the Silicon Group is
goodwill of SI6.82'7 which arose from the acquisition
of the Silicon Group by the Company. Effective with the
disposition of the Magnesium Group in 2009. all residual
assets are classified as "Other". As at December 31.2010.
the Company impaired the carrying value of solar grade
silicon property. plant and equipment in the Silicon
Group in the amount of $2.893 (2009-$39.0391. Also. the

carrying value of buildings at the Haley. Ontario site was
reduced $69 in 2010.

Timminco Limited
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the Company could have a material adverse affect on the
Co'mpany's results of operations and liquidity.

In 2010. the Company sold inventories to Sudamin for $4.668.
In 2009. the Company sold inventories to Sudamin for $17.217
and to AMG Conversion for $5.975. These transactions wel'e
for cash Isee Note 121.

20. Comparative Figures

Certain of the 2009 comparative figures have been reclassified to
conform to the financialstaternent presentation adopted in 2010.

(ei] Property. Plant and Equipment:

__,_.._., ,__._,...,..,,.,_., ,__~.c!2_
Silicon $ 82.198 $ 90.797

$ 9·1,396$
1.410 .

83.608

599

21- Subsequent Events

Subsequent to December 31. 2010. the Company entered
into foreign exchange forwar'll contracts to sell €1.000 for
Canadian dollars in the period ..Januarj to March 2G11 at rates
of 1.3598 to 1.3600 (see Note 16),

(el Additions to Property. Plant and Equipment:

_._,,_.., _-_._ ,.._._ _ --_._,_._,-,-~g!]y--
Silicon $ 2,786 :;, 20,066

Other

Economic dependence
The Cornpi.lny has trar,iitionally had several large customers,
the loss of any of which could have a Inaterial adverse effect
on the financial position. results of operations and liquidity of

the Company. In 2010. the five largest customers accounted
for 58% of total sales (2009-53%1. Going forward. the

Company expects the customer concentration risk to increase.
mainly due to the reduced production output that is available

to 8ecancour Silicon as a result of the Supply Agreement
with Dow Corning and Gui'bec Silicon. and increased volume
commitments that Becancour Silicon has under long-term
supply contracts and other delivery arrangements with
cel'tain silicon metal customer's for 2011 and ful'ther years.
The extent to which any of the Company's significant silicon

metal customers may be unwilling or unable to satisfy all
or a material portion of its purchase commitments with

In February 2011. the Company and Strokkur contributed
additional equity to Thor·sil. in proportion to their respective
ownership. for the purpose of completing feasibility studies
and negotiation of a power contract. The Cornpany's

contribution was US$126.

Subsequent to December' 31.2010. the long-term contl'acts
executed by the Company in the fil'st quarter 20'10 to supply
approximately 90.000 metric tons of silicon metal ovel' the next
five years to one of its long-standing silicon metal customers

were amended: to increase the volume commitments by a total
of 4.500 metric tons. deliverable over the contract years 2011
through 2013; to add i:l currency adjustment provision. effective
since the second quarter 2010. which over the r'emainder of
the term effectively reduces by half the parties' exposures to
fluctuations in the US dollar····-Euro exchange I'ate relative to
the rate in effect when the contract was originally negotiated
in the fourth qual-tel' 2009; and to defer. by up to three years.
deliveries of approximately 3.500 metric tons frornl:he original
2010 volume commitments of 15.500 metric tons. in addition,

in the fourth quartel- 2010. in accordance with the terms of the
contract. the cllstomer exercis.ed its right to pUl'chase the base
quantity of 17.500 melric tons for 2011 deliveries at a fixed price
at the upper end of the previously agreed price range.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

toppriorityi"
r rnuch str'onger
<:l"'or'f1I'h of

403

This Management's Discussion and Analysis ("MO&A"] should
be read in conjunction with the audited Consolidated Financial
Statements of Tirnrninco Liniited ["Tirnminco" and, collectively,
with its consolidated subsidiaries, the "Company"] and the
notes ther-eto for the year ended December 31,2010, which
were prepared in accord.:mce with Canadian generally accepted
accounting pr'inciples, This MD&A covers the quarter ended

December 31,2010 ["Q4-1 O"J and the year ended December
31, 201 () ("FY.,1 O"J with comparisons to the quarter ended

December 31.2009 ["04-09"1 and the year ended December
31, 2009 ("FY-09"j, All amounts ar'e in Canadian dollars unless

otherwise noted. This MD&A is prepared as of March 25, 2011,

Overview
While the Company historically has reported on the basis
of the Silicon Gmllp se9ment and the Ma~Jnesiurn Group
segment, the Silicon OI'OUP, which is operated through
Timminco's subsidiaries, Becancour Silicon Inc. ("Becancour
Silicon"], and Quebec Silicon Limited Partnership ("Ouebec
Silicon"], is the only reported segment since the disposition
of the Magnesium Group in 03-09. The Silicon Gmllp segment

consists of the production and 5al,~ of silicon metal and solar
grade silicon products.

The following are the highlights of results for 04-10 and FY-10,
which are described in more detail elsewhere in this MD&A:

• Sales for 04-1 0 increased to $31,0 million,from
$25.5 n1illion in 04-09 reflecting improved silicon metal.
rnarl<et conditions. Similarly, sales for FY-1 0 incI'eased 27%
to $133,0 milLion c.ompared with $104,6 million in FY-09.

• Earnings before interest, taxes, depreciation and
amortization ["[f:3ITDA"1 for QI,-10 was negative

$5,7 miLlion, compared to negative EBITDA of $17,4 million
in Q4-09 (negative EI31TDA of $39,0 million in FY-10,

cornpared to negative EBITDA of $50.9 million in FY-09j,

• Net loss for Q4-1 0 was $19,9 million or $0,10 per shar'e,

compared to a los5 of $69,4 million or $0.48 per share for
04-09 (net loss of $74.8 million or $0.40 per shar'e in F:Y-1 0,

compared to a net loss of $134.2 mill,ion or $1.09 per share
in FY-09J.

• On December 15, 2010, Becancour Silicon executed a Loan
and Security Agreement [the "Senior Credit Agreement")

with Bank of America. N.A., Canada branch (the "Bank")
which replaced the Company's revolving credit facility thErt
expired on the same day. The Senior Credit Agreement,
which terrninate~, on December' 15, 2013, conshts of a
I'evolving credit facility (the "Senior Credit Facility") of up
to $20,0 million,

• On December 15, 2010, Investissement Quebec nQ")

agreed to an eight-year extension of the maturity date of
Becancour Silicon's $25.0 million term loan lI-orn August 31,
2011 to July 16, 2019, and certain other amendments, As OJ

resuli of such amendments, the tem; loan is ['epayable in

fixed, consecutive monthly installments starting on August
31, 2012, and additional installments. due on June 30 of
each year starting on .June 30, 2013, in arnounts based on
a percentage of B(~cancour Silicon's defined adjusted cash
flow for the preceding fiscal year.

• On December 15, 2010, Becancour Silicon and AMG
Adv"lI'lced Metallurgical Group N.V. ("AMG"I, a significant
shareholder in Timminco, executed an amended and
restated US$5,O million convertible promissory note [the



"AMG Convertible Note"), whereby the maturity date was
extended by three years to January 3,2014, the conversion
rate was adjusted and interest was set at l/f 'Yo starting on

January 1, 2011.

• On October 1. 2010. the Company completed its production
par'tnership transaction with Dow Corning Corporation
("'Dow Corni'ng"J regarding the silicon metal production

facilities of Becancour Silicon. Dow Corning acquired a
49% equity interest in Quebec Silicon. the neW production
partnership entity that owns the silicon metal operations in
Becancour. Quebec, in consideration for net cash proceeds

of appr-oximately lJS$40.1 million. 8ecancour Silicon
retained a 51 % equity interest in Quebec Silicon, as well as
all of the solar grade purification operations and facilities at

the Becancour site.

• During Q2-1 0, Timminco completed its private placement
equity financing, in which an aggregate of approximately
20.2 million common shares were issued at a price
of $0.65 per share. resulting in gross proceeds of
approximately $13.1 million. AMG acquired approximately
15.4 million common shares in this offering, with the
remaining common shares issued to other investors.

• Dur'ing 01···10, Timrninco issued approximately 15.9 million
common shares and a CO.5 million promissory note in
settlement of a repayment liability for approximately

$13.4 million due to a former customer.

Quebec Silicon operated at full capacity during Q/,-1 0,

subject to scheduled maintenance activities. The Company

shipped nominal quantities of solar grade silicon in Q/f -1 0 in
connection with its ongoing market development efforts. The
Company generated positive EBITDA from its "ilicon metal
product line for 04·,10 which was offset by fixed over'head

costs. solar grade silicon fixed asset impairment charges,
solar grade silicon development costs, interest charges and
foreign exchange fluctuations resulting in a significant net loss
for the quarter.

/':;5 a result of its losses and the uncertainty with respect to future
solar' grade revenllt,S, the Company is subject to substantial

liquidity risk and going concer'n risk (see notes 1 and 16 to the
consolidated financial statements of the Company).

Strategy
The Company is pursuing a strategy responsive to changes
in rmwket conditions for its two Silicon Group product lines­
silicon metal and solar grade silicon.

Timminco Limited
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As of October 1,2010, the Company is operating its silicon
metal business in partnership with Dow Corning through
Quebec Silicon, the production partnership entity that owns

the silicon metal oper'ations in Becancour. Quebec. Pursuant
to definitive agreements, Becancollr Silicon will purchase
51 % of the output of Quebec Silicon on a cost-plus basis
for resale to Becancour Silicon's traditional. customer base
in the chemical (silicones), aluminum and electmnic/solar'

industries, The Company will continue to seek improved cost
performance and production volume increases in Quebec

Silicon to further improve its operational performance over
the longer term.

In addition, the Company is pursuing opportunities to expand
its silicon metal production capacity throl.HJh a potential new
silicon metal production facility in Iceland that would operate
using geothermal power. Timrninco, through its Icelandic

majority-owned subsidiary, is in discussions with an Icelandic
power company regarding a lon9-terrn power contract to
supply electricity to such a facility, has undertaken preliminary
site selection studies and has completed initial en9im;er'ing

studies to determine the approxirnate capital cost Of such a
projec.t. However, definitive commitments to proc.eed with this
project have not yet materialized.

With respect to solar grade silicon, the Company's objective
is to produce, through repeatable processes. solar' grade
silicon that is priced competitively with polysilicon and of such

quality that solar cells manufactured using the Company's
solar grade silicon will have characteristics that make them
competitive with solar' cells manufactured from polysilicon. To

that end, the Company continues its efforts to develop mal'ket
opportunities for its solar grade silicon product line, throu9h
improvements in its proprietary purification processes to meet
the enhanced specifications of pn.lspective new customers.
During Q4-1 O. the Company delivered approximately 'I metric
tons of solar grade silicon, in the form of chunks. bricks and
wafers, to several potential customers in the photovoltaic
industry. for product testing and development purposE's.
The Company intends to continue its efforts to develop the
market for solar grade silicon with the objective of restarting
production of solar grade silicon in response to market
demand, subject to being able to achieve a sustainable positive

cash operating margin from prospective orders.
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YHar

2009._[~~;.9...IJ.>!.~'::(:~)E~Y':':'~!:;~':~)i~':~\,'lI'..I:,t.:~1 ..
Sales

Silicon

Magnesium/Other'"

Total

GrDSS Proti! [LossF'

Silicon

Magnesium/Other

Tol(·)t

Gross Profit (Loss} Percentage'"

Silicon

Maqnes!um/Other

Total

SH.icon

Magnesium

Corpo!" at,·,/Oth (·,r

Toti.1l

EBiTDA'"

Silicon

Magn(·:~~iurn

Corpo,"ate/CHher

Totat

Adjusted Los~/)

Silicon

Magneslun"l

Corporate/Other

Totat

Loss pt~r COfYJrno!'l sh;.lf(~1, hr:Elic iHld dituted

v"v\·~ight2d average nl1rnbol' of ccrr"rnO!1 .sh:·l!"£':s
outstanding. b;·) sic and ditu1(.)d rocers)

Fourth Quarter- ,
.......................................

12551

(11,7801

25,447

21

25,468

111,,1421

774
(13,368]

155.6%)

n/rr':·"

152.5%}

(62.4391

[6.961,)

(69,4031

118.3011

869

[17,4321

[22,1791

[3,4401

Ini.6191

(0./,81

132,997

(17.2%}

127,011)

165,6251

[0.40)

184,167

2009

74,421

30,147

104.5()8

(37,9381

798

[37,1 1,01

[51.0%}

135.5%1

(104,4121

i9,909J

(19,9011

(134,2221

(47,7911

(:U54J

214

[50,9311

[62.9281

(:,.4821

115.1'79J

(81,~)891

(1.09J

173,41.8

111 S~e ··Non··GAM' Accounting D~finitions'·.

[2] The Cornpany included the financial re:>u\t.~; of the MafJnesiunl Group in itf. consolidated finarlci0t :.tatemeots and MD&A for the period up to
July 22.2009, th1? effective disposition date of' the Magnesium Group. Thereafter, no revenue and expense transactions were recorded by the
MagnesfUn"l Group.

[3J Not meaningfUl.

Provisions
The results for both OLi-10 and FY-10 include pr·ovisions

prirnarily related to the strategic positioning of the Silicon
Group, 35 it focLised its business on the production of silicon
metal for the chemical and aluminum industries. and ma,-ket
development for solar grade silicon. These provisions,

summarized in the table below, are in addition to the costs

recognized in relation to the closure of the fonner Magnesium
Group's Aurora, Colorado operations in 2009 and residual

impairmenllosses i-elated to the Company's fanner investment
in Fundo Wheels AS. In total, the Company has written down
approximately $101 million in assets and investrnents over the

past two years as it has restructured the business.
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($oacrs}
Net realizable vZllue provision relDting to inventories

increasin9 cost Dr- sales

Imp:air-mel1t of" long lived assets related to purification
of silicon metal

Provision for contract termination ClatlnS from
suppliers included in 5(3&>\ oKpenses

Environment2l remediation costs

Loss on disposal of the Magnes!um Group and
impairmenl 01· notes ,'eceivable Irom Applied
Mr3gnHSiutYl

Reoraanization costs related tti the dosun.~ of facilities
an71 disp()!;al of thH Ma9rh~sjurn Group

lrnpairment of thH invt?:stment in Fundo Wheels

Total impact on net income

Fourt'" Quarter

200'1

7,119

39,03'1

3,101

1,230

3,006

54,03'1

Year

200'1

9,377

39,O:J9

3,101

1,62?

5,186

698

63,321

Through 2009 and 2010, the Company has, on a quarterly
basis, reviewed the carrying value of its inventories with

respect to net realizable value and the carrying value of its
solar· grade silicon fixed assets, intangible assets and goodwill
for impairment. These reviews resulted in provisions for
the reduction in inventory carrying values to net realizable
value of $2'7.2 million in FY-10 ($9.4 million in FY-09) and
charges relatin~J to the impairment of long lived assets of
$7,5 million in FY-10 ($39.0 million in FY-09L The incremental
Long Lived asset impairment charge in 2010 was taken in light

of the absence of sales of solar grade silicon in 2010, the
expectation that the Company would implement changes to its

pur·ification process and the likelihood and timing or restarting
purification activities, The Company also provided for contract
termination claims, relating to solar grade silicon operational
commitments of $2,2 million in FY-lO ($3.1 million in FY-09).
In total, char·ges against income of $36.9 million in FY-1 0
[$51.5 miLLion in FY-09) were recorded in relation to the
solar grade silicon pr·oduct line. See below under "Liquidity
and Capital Resources-Long Term Inventory" and "Critical
Accounting Estimates····,·Long Lived Asset Impainnent",
Despite these charges, the Company has retained aLl of its

manufactul'ing facilities that were constr'ucted to pl'oduce
solar grade silicon, incLuding seven of twelve purification lines
installed, and has sold or is holding for sale or reprocessing

the inventories written down. See a discussion of the
Company's efforts with respect to its solar grade silicon

product line above under the heading "Strategy".

Silicon Group
Markets for silicon metal include the chemical [silicones]'
aluminum and electrenic/solar industries, All of these market
segments demonstrated a significant recovery in 2010 from
the global recession ef 2009, As a result, demand for silicon

metal from these market segments returned to pre-recession
levels, and th(~ Becancour sil.icon metaL manufacturing
facilities were operating at full capacity, subject to planned
maintenance outages in FY-10.

During 04-10, market conditions fOl' silicon metaL remained
stable, with demand fOl' chemical and regular grade sil.icon
at traditional levels and spot mar'ket prices str·engthening,
Foreign currency exchange rates, particularly the Euro/

Canadian dollar and the Canadian dollar/US dollar exchange
rates were volatile, effectively lowering the revenues realized

by the Silicon Group in Canadian dollars in 04-10 and FY-1 0

[as compared with 04-09 and FY-09j since the Company sells

silicon metal externally predominantly in the Euro and US
dollars. Ln addition to movement in exchange rates for these
currencies, other significant factors Impacting silicon metal
results are furnace efficiency (i,e. output per unit of capacity)
and spending. Efficiency is impacted by furnace utilization
(uptime!. process efficiency (production per unit of electricity
consumed!. and I'aw materiaL consumption (output to input],
Spending I"elates primarily to labour and overheads,

SoLar grade silicon opel·ations in FY-10 reflected the mal"ket
development stage of this product line with minimal r·evenues,
The pricing and availabiLity of polysilicon for the solar
industry resulted in the market requiring a higher quality of

solar grade silicon. As a resuL.t, in 01-10, Becancour Silicon
temporarily suspended purification operations and focused on
qualifying product with potential customers through continued
market development and R&D effor·ts related to solar grade
silicon and its proprietary purification prOCElsses, Becancour
Silicon recorded FY-1 0 sales of $0,3 million in SUppol't of
customer deveLopment. Subsequent to year end, Becancour
Silicon sold and shipped 25 metric tons of solar grade silicon
in support of market development activities.
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Silicon fviet"l Supply Commitments
In 01·,10, Becancour Silicon executed long,·term cont:-acts to
supply approximately 90,000 metric tons of silicon metal over

the next five years to one of its long-standing silicon metal
customers. The customer committed to buy base quantities of
15,500 metric tons in 2010 and 17,500 metric tons in each of
2011 through 201 i r, subject to adjustments at the customer's
option. The pricing, in Euras, was fixed for all deliveries in
20'10, and is subject to negotiation within a defined range for
each of the remaining four year·s. The volume commitments
may be suspended for any year after 2010 if the parties are
unable to settle upon pr'icing within mutually agreed ranges.

Subsequent to 04-10, these long-term contr'acts V\iere

amended: to increase the volume commitments by a total
of 4,500 metr'ic tons, delivel'able over the contract years
2011 throurjh 2013; to add a currency adjustment provision,
effective since Q2-1 0, which over the remainder of the
term effectively reduces by half the partief; exposure,-, to
fluctuations in the US dollar-Eur'o exchange rate relative to
the rate in effect when the contract was originally negotiated
in 04 .. 09; and to defer, by up to three years, deliveries of
approximately 3,500 metric tons from the original 201 0
volume commitments of 15,500 metric tons. In addition,
in Q/,-1 0, in accordance with the terms of the contract, the
customer' exercised its r'ight to purchase the base quantity of

1'1,500 metric tons for 2011 deliveries at a fixed pr-ice at the

upper end of the previously agreed price range.

In 04-10 and subsequent to year-end, Becancour
Sil.icon entered into contractual arr'angements to supply

Ana!ysis of Silicon Cr'()UP Sales

approximately 3,500 metric tons of silicon metal in 2011 to
another long-standing silicon metal customer'. Prking for the
majority of the volume is fixed in Canadian dollars, with the
balance at a fixed pl'ice in Euros.

In Q3-1 0, all of the silicon metal operations of Becancour
Silicon were transferred to Quebec Silicon in connection
with the production partnership transaction with Dow
Corning, which was completed on October 1,2010. Under
related supply commitments, Becancour Silicon is entitled
to 51 %, of the silicon metal output of the B6cancour' silicon
metal manufacturing facilities, and the parties have agreed

to operate such facilities at its full production capacity,
subject to planned maintenance outages for the foreseeable
future. Pricing for Quebec Silicon's supply of silicon metal.
to Becancour Silicon and Dow Corning is on an actual full
production cost basis, plus a fixed margin. See below under
"Production Partnership with Dow Coming".

In light of Becancour Silicon's supply commitments to
customers as desci-ibed above and the anticipated pl'Oduction

volumes at Quebec Silicon in 2011, Becancour Silicon's
allocation of silicon metal production from OlH~bec Silicon
may be less than such supply commitments. See "f~isks and
Uncertainties--Silicon Metal Supply Commitments,"

nesults of Cperations
For 0/,-10, Silicon Group sales were $31.0 million, compared

to $25.4 million in Q4-09. For' FY-10, Silicon Group sales
were $133.0 million, compared to $74.4 million in FY-09, an

increase of 79%
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Fourth. CJuartef'

Silicon metal

By-products

Silkl)f'l metal product Une~:i

Scl(~r grade silicon [net of returnsl

Totat Silicon Group sales 30,975

Metric tons

11,307

15,753

15,683

2009

$000'5

1.843

29,338

i3,8911
25,447

J4.4

MHtriC tons

24,010

36,256

1,0.266

110

60,376

2009

$OOO's

59,9'16

9,3'78

69.354

5,067

74,421

The increase in sales in G4-1°and FY-10 compared with 0/,-09
and FY-09 was due to the recovery in demand fOI" silicon metal
from the Company's traditional silicon metal customers, as

their end product markets recovered, and higher unit selling
price~i for silicon metal. The volume of silicon metal shipped
in 04-10 is representative of normal levels of production
activity, taking into account the timing of shipments and
revenue recognition. Volumes of by-products shipped during

04-10, which are generally irregular and seasonal, included

recovered silica fumes from Becancoul" Silicon's silica fumes
disposal site, which are mainly recovered dur'ing the summer

months and a bulk sale of low grade silicon dross, Sales of
silicon metal product lines were $132.7 million fOI" FY-10
and $30.9 million in 04-10, compared to $69.4 million and
$29.3 rnillion for the corresponding pl,riods in 2009.
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Solar grade silicon net revenues in FY-10 were $0.3 million,
compared to $5.1 million in FY-09, as the Company
concentrated its efforts on further r'esearch and development
to meet pmspective customer specifications and market
development. Approximately 13 metric tons were shipped
to unrelated third parties in FY-l 0, for testing purposes,
compared to 182 metric tons for FY-091excluding customer
returns of 5 metric tons in FY-1 0 and 72 metric tons in FY-09).

For FY-l 0, the significant appreciation of the Canadian dollar
against the Euro and the US dollar' had an unfavourable
impact on sales of $7.9 million and $4.6 million, respectively,
compared to FY-091$1.6 million unfavourable and $0.4 million
unfavourable, respectively, for 01r-1 0 compared to Q4-09), as
the majority of the Silicon Group's sales are denominated 'In

these currencies. Commencing October 2010, to mitigate the
volatility of short term exchange rate movements, Becanc:our
Silicon entered into forward contracts to convert anticipated
Euro inflows into Canadian dollars.

Nornla!.lzed gross profit fei!' silicon metal product l!fies

8,079

36,~<<O

6,6'71

6,907

2,381

[4,851,1938

136

1,05'7

Fourth Quarter Year

.._...._... _. :!!!~! .. _.._.. __ ?9.().~..
(255) (14,142) [22,810) m.n81Gf'l'S'.: pf"()Lt....S;;;con Group

Net re~Jli7.ablc value provision r('{aling to .solar gr3de Silicon
inV(.~n!ori.es incr~_(jsin9 CO!;t of .s8les

Stand··down and other operating costs related to solar grade silicon

NormaUz(·d gross profit [toss] for silicon metal product Unesl1i

(1) See "Non"GAAP i\,ccounting Definitons".

Gross profit for' 04-10 was negative $0.3 million 10.8% of sales]
compared with negative $'14.1 million in 04-09. Gross profit

ror' FY-10 was negative $22.8 million compared to negative
gross profit of $37.9 million in FY-09. Although sales of solar
grade silicon declined throughout 2009 and were nominal in
2010, the Company incurred costs of $4.2 million in FY-10 to

improve the manufacturing processes related to this product
in anticipation of increased sales in the future. Normalized
gross profit for silicon metal product lines was $0.9 million for
04-10, negative $4.9 million for 04-09, $7.!~ million ior FY-10
and ~;6.? million for FY·09. The pl"imary contl"ibutor to the
improvement in normalized gross profit in 04-10 was reduced

pr'oduction costs per metric ton reflecting better furnace
efficiency and lower labour costs cornpared with Q/,-09 as well

as higher selling prices. FY-10 Silicon Group gross rnargin was
unfavourably impacted by $12.5 million, compared to FY-09,
frorn lower realized Canadian dollar selling prices resulting
from the depreciation of the Euro and US dollar relative to
the Canadian dollar. An additional contributor to the negative
margin was higher than expected costs of production for silicon

metal attributable to the quality of coal used in production
dUr-ing 01-10. Utilities and labour r'epresent a majority of the
production costs for metallurgical silicon. Spending in the
quarter was below expectations, particularly labour costs
due to reduced overtime. FY-09 production costs include the
repmcessing of solar grade silicon pr'oduction by-products

into saleable material. Cost of sales of the solar grade Silicon
product line are comprised of raw materials, utilities, labour
and an allocation of manufacturing overhead expenses.

~jormallzed Ei3rT!)!; fOI' ~silicon metal. product lines

{SOOO·s!
---------_.~.-

[GilDA -Silicon Group

[-"ourl" Quarter . Year

_____...... . 2.~~_ ... .._.._39.9.:._
11,1,60[ (18.3011 i27,!,91J j(,'1,791j

N(·~t reaU7.abL(-~ vatuo provi~;ion n;laling to solar ~;n:·;de siUcon
inventories incr'easing cost of sales

St~·H)[I.. d()v,tn and oth(·;r op(-)('ating costs f'()lat(·d tt1 solar gr.:·)d(~ siLicon

Contract t~rmination settl(·~rnl?nts

Normalized EBITDA for silicon metat product tines'"

6,90'7

2,381

3,101

(5,912)

25,977

4.231

8,079

3,101

1811

{1] ~H?i·~ "Non-GAAP Accounting Definitions",
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The Silicon Group generated neqative EBITDA in 04-10 of
$1.5 million compared to negative EBITDA of $18.3 million in
0/..-09. The Silicon Group had neqative EBITDA of $27.5 million
In FY-1 0 as compared to negative $47.8 million in FY-09
!largely attributable to the reprocessing of solar grade silicon
production by-products and weakening demand for silicon
metal!. Normalized F81TDA fOl' the silicon metal product lines
was negative $0.2 million for 04-10, negative $5.9 million
for Q4.-09, positive $4.9 mil.lion for FY-l0 and negative
$0.1 rnillion for FY,09. The improvement in EBITDA reflects

improved productivity resulting from operating the facility at
historical production volumes compared to the temporary
shut-dovVll in 2009.0/,-10 and FY-10 were unfavourably

impacted by the curr'ency tl'anslation effect of the Canadian
dollar against the EUI'o and the US dollar.

Net losses for 04 .. HJ and FY-l (] were $11.8 million and

$46.7 million, respectively, compared with the net losses
for the correspondinq periods of 2009 of $62.4 million and
$104.4 million. The FY-l 0 loss reflects solar grade silicon
inventory net realizable value provisions of $26.0 million,

long lived asset impairment charges of $7.5 million, supplier
contract termination costs of $2.2 million, the impact of the
strengthening of the Canadian dollar relative to the Euro
and the US dollar, lower silicon metal production yields
and expenditures related to solar grade silicon process
improvements. Commencing 02-09, the Company could not
forecast future profitability with reasonable certainty and,
accordingly, ceased recording future income tax recoveries.

Corporate and Other

Corporate and Other expenses primarily represent selling and
administration expenses. Q4-1 0 includes professional. fees of
$0.2 million related to the transaction with Dow Coming. FY-1 0
expens(,s also incl.ude pmduction pat'tnership transaction costs

of $2.1 million, expenditures of $1.3 million for evaluating the
feasibility of a silicon metal facility in Iceland and a favourable
foreign exchange on the translation of foreign currency
denominated debt to Canadian dollars of $0.5 million. Excluding
the production partnership transaction, foreign exchange and
Iceland expenditures, Corporate and Other expenses were
$8.6 million in FY-10, $'7.2 million in F'(-09, $3.1 million in
Q/,-10, and $2.2 million in 04.-09.

Production Partnership with Dow Corning
On October 1,2010, the Company completed its production
partnership transaction with Dow Corning in respect of the
silicon metal production facilities in BecancolJl", Quebec.
As a result of the closing, Dow Corning acquired a 49%

equity interest in Quebec Silicon, the new production
partnership entity that owns the silicon rnetal operations in
Becancour, Quebec, in consideration for net cash proceeds
of approximately US$40.1 million after closing adjustments.
Becancour Silicon retained a 51 oj" equity interest in Quebec

Silicon, as well as all of the solal' grade silicon purification
operations and facilities at the Becancour site.

Post-Closing Purchase Price Adjustment
Be-cancour Silicon is entitled to receive an .. earn-out" of up
to US$10.0 million upon the achievement by Quebec SiUcon

of certain performance objectives tied to cost reduction and
capacity increases. Dow Cor'ning wiLl be obligated to pay an

amount based on the extent to which, during the three year
period ending September 30, 2013 (the "Post-Closin£j Period"J.
the average cost of production (per metric toni during any
consecutive 12-month period in the Post-Closing Period is

less than specified thresholds, or, during any consecutive six­
month period in the Post-Closing Period, the averarje annual

production capacity of Quebec Silicon exceeds 47,000 metric
tons of silicon metal. The maximum amount that Becancour
Silicon may I'eceive upon achieving these performance

objectives is US$1 0.0 million. The Company does not expect
to receive any earn-out amounts in 2011.

Employees and Pensions
The majority of Becancour Silicon's senior management team

was transferred to Ouebec Silicon and continues to manage
the day-to-day silicon metal rnanufactlwing open:1tions of
Quebec Silicon.

All active union and non-union employees associated with
the silicon metal operations (the "TI'ansferred Employees"l
were transferred to Ouebec Silicon, which assumed certain
liabilities associated with such employees, including in
respect of defined benefits pension plans and post-retirement
benefits plans as described below.

The pension obligations of the Transferred Employees were
transferred to Quebec Silicon, which established registered

pension plans that contain contribution, pension benefits and
ancillary benefits provisions that are substantially similar to
those under corresponding Becancour Silicon pension plans.
Subject to approval from pension plan re£julatory authorities
which is expected in accordance with customary timeframes
following completion of the dosinq, the pension plan assets
and liabilities associated with the Transferred Employees who
participated in the Becancour Silicon defined benefit pension
plans will be tr'ansferred to the new Quebec Silicon defined
benefit pension plans. There was a net deficit in respect of
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such assets, which was factored into the purchase price paid

by Dow Corning for its 49% equity interest in Quebec Silicon
on closing. No further adjustments to the purchase price

will be made on account of any resulting changes to the net
deficit. In the event of a transfer of active employment of any
Transferred Employee, who participated in a Quebec Silicon
defined benefit pension plan, to Becancour Silicon after the
closing, the pension plan assets and liabilities relating to
such empl.oyee wil.[ be transferred back to Becancour Silicon,
The Company expects that some Transferred Employees will
transfer back to Becancour Sil.icon if there is a resumption in
the silicon purification operations at Becancour Silicon. See
"Risks and Uncertainties-Pensions".

Quebec: Silicon also assumed obl.igations in respect of

post-retirement benefits for the Transferred Employees,
and the assumption of such I.iabilities was factored into the

purchase price paid by Dow Corning for its 49% equity intel'est
in OlJ(~bec silicon. However, 8ecancour Silicon has agreed
to pay, up to a maximum of $5,0 million in claims paid, for
post-retirement benefits of any Transferr'ed Employee who

retires on or before September 30, 2016, with age and ser'vice
credits qualifying such employee for benefits under the
Bf~cancour Silicon post-retirement benefit plan in accordance
with the terms of such plan 8S in effect on the closing of
the transaction, Payments in this regard will be made by
Becancour Silicon as they are incurred,

Supply Agreement

Quebec Silicon's production output is subject to a supply
agreement among Quebec Silicon, Becancour Silicon and

Dow Corning [the "Supply Agreement"), The Supply Agreement
splits all of the production output of Quebec Silicon, which is

based on an initial annual production capacity of 47,000 metric
tons of silicon metal, between Becancour Silicon and Dow
Corning, proportional to their equity interests in Quebec Silicon.
All silicon metal production output is sold by Ouebec Silicon to
each of Becallcour Silicon and Dow Coming at a price equal to
the actual ful.l production cost per metric ton for the quarter
plus a fixed mark-Up, Silicon metal by-products are sold on
behalf of Quebec Silicon to third parties, and revenues are

credited against production costs,

To fulfil Elecancour Silicon's supply commitmfmts to its third
party end customers, substantially all of Quebec Silicon's

siLicon metal production volume in 04-10 was all.ocated to
Becancour Silicon, which created a shortfall of approximately
4,41,0 metric tons of sil.icon metal that Dow Corning was
otherwise entitled to receive, and will eventually recover',
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from Quebec Silicon in addition to its 49"1., allocation of the
production volume, In addition, subsequent to Qt,-l 0, less

than 49% of Quebec Silicon's production was allocated to Dow
Corning. As a result, Quebec Silicon will allocate more than

49% of its output to Dow Corning starting in Q2-11 to account
for such shortfall in accordance with an agreed formula, and
Becancour SiLicon will not be entitled to receive its full 51%
allocation of Quebec Silicon's production volume until such
shortfall is fully accounted for, If by the end of Q4-12 any such
shortfall remains, Becancour Sil.icon must pay Dow Cornin~J

for such relnaining shortfall at prevailing market pr-ices,

Governance Agreements
Becancour Silicon's and Dow Coming's equity intel'ests in

Quebec Silicon are subject to governance agreements, which
provide for majority boar-d repr-esentation for Becancour

Silicon and special approval rights in favour of minority equity
holders, as well as transfer restrictions,

The governance agreernents also provide for certain "put"
and "call." rights for' the equity holders. Should Tirnminco 01'
Becancour Silicon undergo a "change of control", Dow Corning
will have the right, but not the obligation, to sel.[ its t,9°,0

interest in Quebec Sil.icon to the Company at a price equal to
the fair market val.ue of such interest. In conjunction INith <1ny
exercise of such put right, Dow Corning has the right to retain
aU or any portion of its rights under the Supply Agreement for
up to two years, Failure by the Company to fulfil. its obligation
in I'espeet of such put right within the specified period of time

will entitle Dow Corning to assume operating control and
purchase all. of Becancour Silicon's interest in Quebec Silicon

at the fair rnarket value of such interest. Becancour Silicon

will have the right to retain all. or any portion of its rights
under the Supply Agr'eernent tor up to two year-so

Upon the OCCUITence of certain insolvency-related default
events affecting either party. the non-defaul.ting par-ty has

the dght to purchase the defaulting party's equity interests
in Quebec Silicon,

The 90ver'nance agreements also provide that Quebec Silicon
can make cash cal.ls from time to time in order to ensure
sufficient funds ar'e available to, among other- things, comply
with laws, maintain the facility in sound condition 50 that it is
capable of opel-ating at curTent capacity and satisfy pension
funding obligations, If either Becancour Silicon or Dow
Corning fail to contribute its pro rata share with respect to any
cash call, the other party will. have the right to loan Quebec
Silicon the amount of such cash call on an unseclH'ed basis at

an interest rate of L1BOf-x plus 10'Y"
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Shared Services

Pursuant to agreements between Quebec Silicon and
Becancour Silicon, certain designated non-union employees of
Quebec Silicon lthe "Shared Employees"] allocate a specified
percentage of their time to perform specified ser'vices for

Becancour Silicon. In addition, Becancour Silicon is entitled
to certain use and access r'ights in respect of information
technology and related systems and networks that were
transferred or licensed to Quebec Silicon. Quebec Silicon also
provides processing and handling services for Becancour
Sil.icon in respect of silicon metal that Becancour Silicon may
choose to buy from third parties from time to time, and resell
to its end customers. B{~Ci.';ncour Silicon must reimburse
Quebec Silicon for' the prof'ated portion of all salary and
benefits paid to the Shared Employees and of all costs and

expenses associated with such systems and services, which
amounted to approximately $0.2 million for Q4-i O.

Pursuant to an agency services agreement, Becancour Silicon
acts as Quebec Silicon's agent with respect to the sale of
silicon metal by-pr'oducts produced by Quebec Silicon for a
commission to be paid quarterly, which was approximately
$0.1 million in Q4-10.

have agreed to indemnify Ouebec Silicon for all expenditures
to comply with such environmental undertakings, which

are estimated to be $1.8 million and will be incurred from
Octobel' 201 () to December 2011. During Q4-1 0, expenditures

of approximately $0.6 million were incurred, most of which
were r"elated to capital assets. See "Liquidity and Capital
Resources-Capital Expenditures" and "Contractual
Obligations as at December 31, 2010".

Divestiture of Magnesium Business
In Q3-09, the Company divested its magnesium business

with the closure of its former magnesium extrusion facility
in Aurora, Colorado, and the merger of the Company's
remaining magnesium business with the magnesium
operations of Winca Tech Limited (''Winca''] to form Applied

Magnesium. The Company acquired a 19.5% equity interest
in Applied Magnesium as well as promissory notes of

Applied Magnesium and other receivables. During 04-10 and
subsequent to year end, Tianjin Dongyi, a Chinese-based
magnesium producer, acquired a '70.5% interest in Applied
Magnesium, subject to closing conditions, through two equity
purchases from Winca. The Company's equity interest in
Applied Magnesium remains unchan[Jed at 19.5%.

4 1 1

Closure of Aurora Facility
In 01-09, the Company accrued employment ternlination

costs of $1.4 million that have been paid in full. .An additional
$2.2 million was accrued for building rectification and other
costs expected to be incurred in the closing of the Aur'ora
facility. The Company completed the wind-down of production
operations and the closure of its magnesium facility in AUl'()ra,

Colorado, in 03-09. As capital assets located at the Aurora
facility were fully impaired at December 31,2006, there

was no write-down of long lived assets at this location. The
followin9 table summarizes the closure costs.

1.386 1,095

1,709 Q"'O• L,

487 n/a

3,582 2,024

Financing
Dow Corning is providing a $10.0 million revolving credit
faCility to Quebec Silicon to fund its working capital
requirements. All of the available credit commitment under
sLich facility has been drawn to fund current working capital
requirements of Quebec Silicon. In addition, Dow Corning and

Becancour Silicon have extended additional debt financing
of $5.0 mill.ion to Quebec Silicon to suppod working capital
I'equirernents. See "Liquidity and Capital Resources,-,Quebec

Silicon Financing."

Environmental Compliance

The environmental certificate of authol'ization (the "Certificate
of Authorization"] granted to Duebec Silicon by the Ouebec
I\~inister of Sustainable Development. Environment and Parks
lthe "Ministry") on September 3D, 201 () incorporated a number"

of environmental undertakings, which include storage of
certain materials, proper disposal of certain pollutants and
residual matel'jals on the pl'emises and execution of corrective
plans relating to the identification and reduction of air
emission particulate matter. Timminco and Becancour Silicon

Cost element

Employment
terrninat~on costs

Sit~ closure and
re!Ylcdi:.::tion costs

inventory write downs

Total reorganization
charge

R(~(lrH ~.) ni 7..~1t ion
charge

[Fiscal 2009]
expenditures

during 2009

245

502
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Closure of Haley Facility
In 2008, the Company completed the closure of its cast
ma~lnesium billet and specialty magnesium granules and
turnings manufacturing facility in Haley, Ontario. The closure

resulted in a charge to before tax earninf)s of approximately

$11.9 million. The total cost of the closur'e overtime is
expected to be in the range of $15 to $17 million as indicated
in the table below.

Cost etc-mlent
{$ooO's]

Employment termination costs

Pension Expense

Site closure and remediation costs

Total reorganization charge

Reorganization
chan e [Fiscal 2008}

2,629

4,274

3,908

1.12iJ

11,939

Estimated expense
to be rt~cognized in

fut\.ln~ p(·;rjods

n/a

5,73'7

n/a

n/a

5,737

Cash expenditures
durin,] 2008

1,333

898

312

nla

2,543

462

1,1/,0

1.168

nJa

2,770

139

2,201

926

52

3,318

Employment termination costs will continue to be incurred
to 2021 for accrued r'etirement obligations of cer·tain former'

employees.

Of the anticipated pension expense of approximately
$11.0 million related to the Haley facility, mOI-e than half
relates to the settlement of the liability to the pensioners upon

wind-up of the plan, when the pension obligation is actually

L.. iquidity and Capital Resources
Summary of Cash Flows

Net loss""

Non-cash adjustments'"

Expenditures for benefit plans and various provisions

Cash used in operations before changes in non-cash workin» capital

Non-ca~,hworking C~'lp~t;::ll changHs

Cc.lsn generated in lused in) ope!i.lting activities

Capital expenditures

Decrease in bank indebtedness

Term loan, n<-)t

Issuanc0 ot convert!ble bond

Issuance or common shares

Cash frorn {ust.~d ~nl final1cin~J activities"]

Other invesUnq and f~rmncin~~ t.;c:tiviti(~s;:l!

Net chan£1l2 in cash during the period

Cash assumed by Applied Magnesium

CM,h-beginning d period'··"

Cash-end of pHriDdi:~!

settled, and, accordingly, is not recognized as an expense at
the time of closure of the facility,

The balance of the reorganization charge amounting
to $7.7 million comprises severance, site closure and

remediation costs, asset relocation costs and asset
writedowns to estimated fair market value.

Fourth Quarter Year

2009 2009

{69.403} i134.222)

53.87~) 81,iJ42

(3,5441 [8,7121

(19,0721 (61,092)

10,798 31•. 6iJ2

i8,274) [26,410]

(2,0991 i39,7521

[3,1061 {i1,121,1

(175) 24,575

1,043

5,295 12,434 41,,151

2,01/., (26,8381 57,602

i...194 51,971 5.469

i4,1651 6,906 [3,(91)

(367)

E"),335 U70 i~.628

1,170 lHJ76 1,17C

{11 "Cash from (used 1nl financing activities" consists of "Issuance of common shares", "Issuance of convertible bonel" and "Decrease in bank
indebtedness" and "Term Loan, Net"'.

{2} "Other investing and financing (:lc.tiv1tie~;·' consists of" "D(·)v{·~loprnen!. costs c3pjt~)tized", '"[Jeer-ease in short terrn investrrH~nts·'. "lnv(~Eitrn{:)nt in Appli(·:d
Magnesiurn", "DecreGse in tong term n~ceivable", "Proceeds on disposal of property, plant and equiprnent·'. "Other invest1ng (.idivities", '"Decrer]se
in long term liabilities", "increase in loans (Tom related companies' and 'T:unding from non"controlling interest".

13] "Cash includes short t(·~rrn int(·)rest b~~aring deposits with maturities Les5 than 90 days. .
14) Includes inwmlory net rea{~zabte vatu(·: provision ID!.f~1 0: $0.2 lTl~l.li()n; {)1.1-09: $'7.1 rnitLion; FY-1 0: $2.7.2 rnitUon; FY-D9: $9.1f rnHtionJ.



Timmlnco Limited
2010 Annual r,,,port
P.32

413

The Company's Credit Agreement with Bank of America
NA, dated April 15. 2005 las amended, the "Credit
Agreement"), which pr-ovided for a revolving credit facility

of up to US$20.0 million and a term loan facility. expired on
December 15. 2010. The Company used the net cash proceeds
from the Quebec Silicon production partner-ship tr'ansaction
with Dow Corning to repay fully all outstanding amounts due
under the Company's term loan facility and the revolving
credit facility, which were approximately lJS$5.1 million and
US$22.5 million. respectively, under the Credit Agreement. On
December 15, 2010. Becancour Silicon executed a Loan and
Security Agreement (the "Senior Cr'edit Agreement") with Bank
of ,\merici.1. NA. Canada branch Ithe "Bank"] which replaced
the :-evolving credit facility undel- the Credit Agreement.

enhanced specifications of its prospective new customers, In
Q/,-10, the Company also reduced the carryin[J value of the long

lived assets of its HP1 and HP2 solar grade silicon purification
operations as described below under "Critical Accounting
Estimates-Long Lived Asset Impairment."

Additional.ly, the Company had accumulated a significant
volume of by-product generated from the production of

solar grade silicon that the Company had in the past utilized
in the production of silicon metal. Following completion of
the transaction with Dow Corning, there was uncertainty
regarding the Lise of this by-product in silicon metal

production by Ouebec Silicon. As a result. the Silicon Group
I'ecorded a provision of $12.0 million in 03-10 related to the
net realizable value of the by-product inventory which is
classified as ,'aw materials. The charge has been recorded
to cost of sales. The Company intends to sell this by-product
in 2011 and has claSSified its net carrying value as cUrI'ent
inventory effective December 31. 2010.

Credit Facilities

JSSO.3

C$O.3

U5$50.0

C$52.3

U5$f,O.6

C~;42.5

US$38,6

C$4.0.i,

US$3iJ.3

C$40.1

December' 31,
20f.l9

NIl..

C$7.9

F:acilities available

Total facility

Undrawn f'acilities

($ millions}

L.~:ss: FacHities drawn

l.ong Term Inventory
Given low s.ales volume of the Company's solar grade silicon
products. the need to meet prospective new customers'

specifications and the uncertainty around the timing of future
demand for the finished products, management is not able to
predict the volumes of the solar' grade silicon inventory that
may be sold in the near term. Management believes that the
timing of future sales of the Company's solar grade silicon

product, including from existing inventories. is principally
dependent upon successful completion of the Company's
continued product and market development activities. As a
r'esult. the COrT1pany's existing inventory of solar grade silicon

has been classified as a long-term asset. Future sale,; of this
inventory will be recognized as revenue and inventor'y will be
expensed at its net carrying cost.

Cash Flows Before Financing Activities
During 04-10 and 04-09, the Company used cash of

$9.4 million and $19.1 million. respectively. from operations
before changes in non-cash working capital ($19.3 million and
$61.1 million for FY-10 and FY-09, respectively). The use of
cash in 04-10 was largely attributable to cash expenditures

for employee futlJi'e benefits of approximately $4.0 million and
long term provisions of $0.7 million, and f~&D expenditures
I'dating to solar 9rade silicon development of $0.8 million.
Operation of solar grade silicon purification was temporarily
suspended in January 2010, The use of cash during 2009
resulted from losses incurred from the solar grade silicon
product line opel'ations and the temporary shutdown of the
silicon metal operations in May 2009.

During 04-10 and FY-10. the Company's operations consumed
cash of $19.0 million and $15.4 million and consumed cash
of $8.3 million and $26.4 million in 2009, respectively. The
timing of payments for trade payables in December 2010

resulted in an increase in non-cash wor'king capital. Working
opital initiatives to decrease inventories during FY-1 0 also

contributed to positive cash flows in 04-10 and FY-10.

Based upon solar grade silicon market conditions and the low
level of sales during F:Y-10 of its solar grade silicon products.

the Company evaluated the carrYing value of these inventories
in 03-10 relative to their' estirnated net realizable value and

recorded a provision of $13.'1 million. The char~Je has been
recorded to cost of sales. Notwithstanding such provision. the
Company continued to pursue market and product development
activities in respect of its solar grade silicon product line during
04-10 and it intends to further pmcess its solar g'rade silicon

inventories in future periods as demand warrants to meet the



The Senior Credit A9reernent, which terminates on
December 15, 20'13, consists of a revolving credit facility
[the "Senior Credit FaciUy"'J of up to $20.0 million, subject

to a borrowing base. 8ecancour Silicon may borrow under
the Senior Credit Facility in US dollars or Canadian dollars,

as prime rate loans, base rate loans, Ll80R loans or BA
equivalent loans, and may use the Senior Credit Facility to
refinance existing indebtedness, issue standby or commercial

letters of credit, and finance ongoing working capital needs.
Amounts borrowed as prime rate loans under the Senior
Credit Facility will bear interest at the Canadian prime rate
plus an applicable margin of 2.75%, subject to adjustment.
Such interest rate totalled 5.75% as at December 31,2010.

Availability under the Senior Credit Facility is equal to the
borrowing base minus the sum of 01 the aggregate outstanding
amounts borrowed under' such facility, which was nil as at
December 31, 2010, (ii] any borrowing base reserve applied
by the Bank from time to time, and (iii! the amount of the

availability block, which is currently $5.0 million. The borrowing
base continues to be based on the value of B&cancour Silicon's
inventories and receivables, subject to caps on the advance
rates and eligibility criteria. In determining the borrowin~j

base, the Bank may rely on teports or <malyses provided by the
Company [induding 8 borrowing base certificatel, or by third
padies on behalf of the Bank, regarding such inventories Dr
receivables. Bccancour Silicon files borrowing base certificates
with the Bank currently on a monthly basis.

Starting in Q1-11, the Company is tequired to maintain certain
rninirnum EBITDA levels, on a cumulative yeat-to-date basis
as at each month end, and to restrict capital expenditures to
certain rrlaxirnum levels, also on a cumulative year--to-date

basis as at each month end, throughout the term. Timminco
and Becancour ~:;ilicon are also subject to restrictions on

distributions and dividends, acquisitions and investments, asset
dispositions, indebtedness, liens and affiliate transactions.

The Senior Credit Facility does not have a minimum fixed
charge coverage ratio covenant. However, in the event that the
Company achieves a certain minimum fixed charge coverage
ratio, the availability block will be reduced to $2.0 million
and, depending on the extent and timing of anyimpmvements
in such ratio, the applicable margin on the interest rate, as
well <IS the unu~;ed line tees payable under the Senior Credit
Facility, will also be reduced.

Tirnminco's and Becancolw Silicon's assets, includin9
Becancour Silicon's equity interests in Quebec Silicon,
continue to be plledged as security for Becancour- Silicon's
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obligations under the Senior Credit Facility. Accounts
receivable are required to be forwarded to a lock box or

deposited in a blocked account, and the Bank will have the
ability to exercise cash dominion if excess availability is

less than $5.0 million or upon the occurrence of a default.
Tirmninco has also guaranteed all obligations of BecancolH'
Silicon under the Senior' Credit Facility.

A default under the Senior Credit. Agreement could trigger an

event of default under' the cF'Oss-·default provisions of the Term
Loan Agreement and the AMG Convertible Note, subject to the
provisions of the postponement agreements executed by the
Bank with each of 10, AMG, and B6cancour Silicon, in respect
thereof (see below under the headings "Term Loan" and

"Convertible Notes"!. Also, a default under either the Term
Loan Agreement or the AMG Conver-tible Note could trigger'

an event of default under the cross-default provisions of the
Senior Credit Agreement.

Going forward, the bon'owing base and availability under
the Senior Credit Facility, and the Company's ability to
comply with its financial covenants under the Senior' Cr'edit
Agreement, are subject to matETial uncertainty and risk. Any

material adverse developments in the Company's business,
results of operations or liquidity could enable the Bank to

declare an event of default under the Senior Credit Agreement
and demand repayment of all. outstanding indebtedness. See
below under "Risks and Uncertainties-Liquidity Risk".

Term Loan
In July 2009, Becancour Silicon received a loan from
Investissement Quebec nQ"! in the principal amount of
$25.0 million (the ''Term Loan"!, The Term L.oan is secured

by a guarantee from Timminco and a charge upon Becancoul'
Silicon's assets, was subordinated to the obligations of Timrninco

and Becancour Silicon under the Credit Agreement, and is
subordinated to the obl.igations of Timminco and B6cancour

Silicon to the Bank under the Senior Credit Agreement.

The Term Loan is interest-bearing at a variable rate of Bank
of Canada prime plus 9%, which is cUITently 120/0 per annum,
with interest payable monthly until maturity. In March 2010,
IQ agreed to defer interest payments for the six month period
from February 1, 2010 to July 31,2010. Deferred interest of
approximately $1.4 million is pay<,ble August 31, 2011.

The loan agreement with IQ in respect of the Term L.oan [the
"Terr:1 Loan A~jreement"l includes certain annual financial.

and other covenants in respect of Becancour Silicon, including
a minimum working capital ratio and a maxirnum long-tenn
debt to net equity mtio. All intercompany indebtedness due
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from Becancour Silicon to Timminco is treated as equity, for
the pw-poses of the long-term debt to net equity covenant.
In addition, all such indebtedness has been extended, and
payment ther'eof has been postponed pending payment in full
of all amounts due and owing under the Term Loan.

In Q4-1 0, IQ agr'eed to an eight-year extension of the maturity
date of the Term Loan from August 31,2011 to July 16,
2019, and cel'tain other amendments. As a result of such
amendments, the Term Loan is repayable in fixed, consecutive
monthly installments of $175,000, star·ting on August 31,
2012, and additional annual installments, due on June 30 of
each year, starting at June 30, 2013, in amounts based on a

percentage of EJecancour Silicon's defined adjusted cash flow
for' the preceding fiscal year'. The first annual installment will

be 12.5% of such adjusted cash flow for fiscal year ended
December 31, 2012, and each annual installment thereafter wiLl

be 30% of ';uch adjusted cash flow. /\,s well, Becancour Silicon is
obligated to remit half of any future earn-out payments received

from Dow Coming Corpor'ation [See "Production Partnership
with Dow Corning-Post-Closinq Purchase Price Adjustments"]

as repayment under the Term Loan.

f\ default under the Term Loan Agreement or the quarantee
from Timminco could tl'igger an event of default under the
cross-default provisions of the Senior Credit Agreement and
under the cross-default provisions of the AMG Convertible
Note, Also, a default under the Senior' Credit Agreement or' the
AMG Convertible Note could trigger an event of default under
the cross-default provisions of the Term Loan Agreement.
subject to the provisions of the postponement aoreements

executed by the Bank with each of IQ, AMG, and Becancour
Silicon, in respect thereof.

Going fOf'\vard, Becancour Silicon's ability to comply with its

financial cov,mants under the Term Loan Agreement is subject
to uncertainty and risk, Any material adver'se developments
in the Company's business, resul.ts of operations or liquidity

could cause a circumstance that may enable IQ to declare an
event of default under the Term Loan Agreement and demand
repayment of all outstandino indebtedness. See below under
"Risks and Uncertainties-Liquidity Risk".

creditcornmitrnent and subject to continued compliance.
Outstanding amounts bear inter-est at a variable rate of
Canadian prime plus 2%, which is payable quarterly, The Loan
Agr'eement expires on October' 1, 2013, and may be terminated

earlier, at Dow Corning's discretion, if it ceases to own any
interest in Quebec Silicon or upon the occurrence of certain

change of control events in respect of Tirnminco or' Becancour
Silicon. This facility includes customary negative covenants in
respect of indebtedness and pledges. All of Quebec Silicon's
assets, properties and revenues have been pledged to Dow
Corning as security for Quebec Silicon's obligations under the
revolvin~j credit facility.

Quebec Silicon may make cash calls fl'om time to time from
its partners if it requires funding in addition to that provided
by the revolving credit facility under the Loan Agr'eement.
See "Production Partnership with Dow Corning-Governance
Agreements," As of the date hereof, all of the revolving credit
facility has been drawn.

On December 10, 2010, B(~cancour SiLicon and Dow Cornin9

extended an additional $5.0 million in financing to Quebec
Silicon, in principal amounts that were proportional to their
equity interests in Quebec Silicon. In consideration, Quebec
Silicon issued to each of Becancour Silicon and Dow Cornin!!
two promissory notes with maturity dates of April 1, 2011 and
March 30, 2012. The notes bear inter-est at 5% per annum.

Equity Financings

During Q2-1 0, Timminco completed a three-tr'anche private
placement equity financing, in which an aggregate of

20,154,615 common shares were issued at a price of $0.65
per share, resulting in gr'oss proceeds of approximately
$13.1 million. AMG acquir-ed 15,384,615 common shares
in this offering, with the remaining common shares issued

to other investors. See "Related Party Transactions-AMG
Advanced Metallurgical Group." The net proceeds of the

offering, which were approximately $12.4 million, were paid to
Timrninco's and Becancour Silicon's secured lender to reduce

the outstanding balance, and thereby inaease availability
under their revolving facility. Such availability was used for
general cor'porate purposes.
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Quebec Silicon Financing

Quebec Silicon has a Loan Agreement with Dow Corning dated
October 1, 2010 (the "Loan Agreement"]. The Loan Agreement
provides for- a revolving credit facility of up to $10,0 million to
fund Qu(\bec Silicon's working capital requir'ements. Fundin~j

under the loan Agreement is available to Quebec Silicon
upon request at any time, up to the full amount of the unused

Convertible Notes

Amount
Lender borrowed

AMG US$5.0 million

Strokkur U5$1.0 million

Cun'ent
pi'incipat

3rnount
outstanding

US$5.D million

L1S$U.1 million

Financial statement
carrying amount,

includin9 ;':lccretion ~ind

accrued interest payable

CAD$5.0 million

CADS1.1 million
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Timrninco and Becancour Silicon use the Senior Credit Facility
to finance the working capitat requirements of Becancour
Silicon's silicon metal trading operations (primarily accounts

receivable and silicon metal purchased frorn Quebec Silicon),
future solar grade silicon operations and for general
corporate purposes. Becancour Silicon has funded its
investment in its solar grade silicon production facilities and
r'ecent losses from operations from the issuance of convel-tible
debt and common share equity of Timminco.

As at the end of 03-09, AMG ceased having a majority controlling

position in Timminco. Although AMG has participated in past
equity financings that have provided financial suppod to
Timminco and Becancour Silicon, there can be no assurance
that AMG will participate in any futur'e equity financin9s or
provide any other form of financial support.

Capital Expenditures

The Company operates in a capital-intensive manufacturing
industry. Capital expenditures are incurred to maintain
capacity, comply with safety and environmental f'egulations,

support cost reductions, and foster growth.

During FY-l 0, the Company invested $2.8 million in silicon
metal capital assets [$39.8 million for FY-09 primarily relating
to the expansion of the solar grade silicon production capacityl.

As at December 31,2010, the Company had outstanding
commitments for capital expenditures of $1.3 mill.ion
consisting of obligations of Quebec Silicon related to the
sil,icon metal capital assets,

Timminco and Becancour' Silicon have agreed to indemnify
Ouebec Silicon for all expenditures relating to the
(>,nvironmental undertakin~Js set out in the Certificate
of Authorization (see "Production PartnerShip with Dow
Corning--Environmental Compliance"), inclUding estimat,~d

future capital-related expenditures of approximately
$0.8 mil.lion incremental to the Cornpany's capital
expenditur'es commitments as at December 31, 2010.

5,066

1,0.315

2:',DUO

131,118

December 31,
2009

Convertible nOtE'S lAMS and Strokkurl

Bank indebtedness [Bank of Americal

[$DorJ's!

Capitalization

Total Capitalization

Shan~hotdt.)rs equity

Totat capitalization

Settlement of Customer Deposits
In 02-10. Tirnmlnco issued approximately 15.9 million
common shares to Q-Cells SE ("Q-Celi,s") in settlement of

a r'epayrnent sctH:dule and terms regal'ding outstanding
customel- advances paid by Q-Cells in 2008, which was
approximately €:9.'7 million at that time. Q-Cells also received
a promissory note from Timminco in the amount of €525,OOO,
which was repaid in full. as at December 31, 2010.

Becancour Silicon owes the US$5.0 million to AMG as at
December 31, 20'10 pur-suant to the AMG Convertible Note,
as described below under "Related Party Transactions-AMG
Advanced Metallurgical Group".

In February 2010, Thorsil ehf. (·'Thorsil"l. a majority-controlled

lc:elandic subsidiary of Tirnminco, issued a US$1.0 million
convertible bond (the "Thorsil Bond"J to Strokkur Energy
ehf. ("Strokkur") to fund preliminar'y expenses for a potential

silicon metal capacity expansion project in Iceland. The
matul'ity date of the Thorsil Bond, which is tied to the deadline
date for signing a long-term power contract with Orkuveita
Reykjavikur, an Icelandic power cornpany, for the project,

has been extended several times in FY-l 0 and subsequent to
year-end, as a result of ongoing negotiations regarding such
power contract. The Thorsil Bond currently has a maturity
date of .June 30, 2011. However, if by May 31,2011, Thorsil

and Orkuveita f~eykJavikur agree to a deadline date for signing
a power contract that i,s Later than .June 30, 2011, then the

matur'ity date of the Thorsil Bond will automatically extend
to i.J date that is 30 days after such power contract deadline

date. The Thorsil Bond bears interest at 12% per annum,
payable on maturity and is a direct obligation of Thorsil. The
outstanding principal and interest will be reduced by 10% if
the power contract is not signed by the agreed deadline [or

any extended deadlines!. Timminco does not have any cash
repayment liabilities under the Thorsil Bond. However, the
ThorsiL Bond is convertible, at Strokkur's option, into Thorsil
common shares at a nominal. value, or int.o common shares
of Tirnminco at a conversion price that is the lesser of $1.09

per share and the 5-day weighted average trading price per
share on the Toronto Stock Exchange ("TSX"j on the date of
notice of conversion, with the US doLlar amount converted
into Canadian dollars at a fixed exchange rate of US$0.95.
Any notice of conversion shall be giv,;r1 within li days aiter the
power contract has been signed or the agreed deadline (or

any extended deadlines) has passed. The net proceeds of the
Thorsil Bond financing have been used exclusively for agreed
project expenses.
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Whit<: Duebec Silicon plans to fund its capital expenditures
from intel-nally generated cash flows, it has the right to
make a cash callan its partners if sufficient resources

Contr'actual Obligations as at December 31,2010

are not available for certain maintenance-related or other
expenditures [See "Production Partnership with Dow
Corning-Governance Agreements")
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Banl~ debt
Term debt

Operatinf1leasf!s

Dll(~ to r(·)lat(·)d cornpani(·)s

Thors!t Bond

Employee future bend'its funding obligations

Capitat asset pun:has€ commitments

Reor~~an!zatl(lnobliqations

Envjr()nrn~lntalobliqaUons

Contract tenninatlon claims

Other
Total (:ontri]ctua{ obl.i9ations

Total

/:!,~i2'7

1,8'19

19,722

1,114

24,463

1,312

2,051

'1,409

5,081

81

110,639

L(~ss than ! Year 1 to 3 Y{~ars i~ to 5 Years Th(·;rc·)after

3,172 13.889 4,547 25,'119

286 706 19'7 690

12,052 7,6'10

1,114

5,224 12,900 6,339

1,312

874 3'12 123 661

1,958 2,536 188 2,728

1,041 4.040

52 21 '7

27,086 42,154 1',M)1 29,998

The "bank debt" obligation represents obligations of

B6cancour Silicon under the Senior Credit Agreement. As
at Decernber 31,2010, no amounts have been drawn on the
Senior Credit Facility, See "Liquidity and Capital f~esources­

Cl'edit Facilities'

Term d(~bt

Hw "term debt" obLigation represents obli\Jations of
Becancour Silicon under the Terrn Loan, including prinCipal
and interest payable in future periods, 3S recorded in the
balance sheet as at December 31,2010. See "Liquidity and
Capital Resources-Term Loan",

Dperatinq leao;eo;

The" operating leases" obligation represents corporate office
facility commitments as at December 31, 2010,

Due to related cornp",nles
The "due to related companies" represents obligations of

Quebec Silicon with respect to the Dow Corning revolver
loan [see "Liquidity and Capital Resources-Qu(~bec Silicon
Financing"!, and the obligations of Becancour Silicon with
respect to the J.\MG Convertibl.e Note [see "LiqUidity and
Capital Resources-Convertible Notes")'

H:OI'"il Hond
The "Thorsil Bond" obligation represents liabilities of Thorsil
ehf with respect to the Thorsil Bond (see "Liquidity and Capital
Resources--Convel,tible Notes"l.

Employee future benefits funcLng obligations
"Ernpl.oyee future benefits funding obLigations" reflect
statutory funding requirements of the post-employment

defined pension plan benefits of Quebec Silicon, Becancour
Silicon iJnd Timminco and the estimated future funding

requirements for post-retirement benefits of Quebec Silicon
and BecancQur Silicon as at December 31,2010, Effective
October 1, 2010, Quebec Silicon assumed funding obligations
related to active employees of Quebec Silicon (see "Pr'oduction

Partner'ship with Dow Corning-Employees and Pensions"l,

Funding obligations in future periods will be dependent
on investment returns of the respective plans' assets and
discount rates in conjunction with other assumptions at the
time of valuation updates.

Capital as,;ct purcha::,c commit n,erll:;

"Capital asset pur'chase commitments" are obligations of
Quebec Silicon for equipment and services to be paid or
provided subsequent to December 31,2010, These expenditures

incl.ude estimated future capital expenditures of apprOXimately
$0.8 million related to the Ouebec Silicon environmental

undertakings for which Timminco and Becancour Silicon are
contractually responsible (see "Pmduction PiJrtnership with

Dow Corning-Environmental Compliance").

Reorganization and environmental obLigations
The "reorganization" and "environmental obligations" are
commitments of Quebec Silicon, Becancour Silicon and
Timrninco related to the closure of various legacy facilities and
compliance matters for the continuing operation of the SiLicon
Group, including the Quebec Silicon envimnmental undertakings
of apprOXimately $0.4 million for which Timminco and
Becancour Silicon are contractually responsible (see "Pr'oduction
Partnership with Dow Corning-Environmental Compliance"),



Contract tcrminaticn elain,s
"Contract termination claims" are obligations of Becancour

Silicon related to the termination of contracts to purchase
certain equipment, supplies and services relating to its
Becancour solar grade silicon purification facilities.

Other long-terrn obligations
The ,. other long-term obligations" are capital lease obligations
which have been assumed by Quebec Silicon,

Class Action Lawsuit

Timminco and certain of its directors and officers, as well
as certain third parties, have been named as defendants
in a potential class action lawsuit filed in the Ontario
Super'ior' Court of Justice on May 14, 2009, This lawsuit was
commenced by the plaintiff Ravinder Kumar Sharma on behalf
of shareholders who acquir'ed Timminco's common shar'es

between March 17, 2008 and November 11, 2008 and claims
damages exceeding $540 rnillion. The plaintiff alleges that
Timminco and others made certain misrepresentations about
8{~cancour Silicon's solar grade silicon production pl'Ocess.
'These are unproven allegations, and the plaintiff will need
to seek leave, or permission, of the court to proceed under
the secondary market disclosure provisions of the Ontario
Securities Act.

The Company has not recorded any liability related to these

matters. Timminco's directors and officers insurance poUcies
provide for reimbursement of costs and expenses incurred in
connection with this lawsuit, including legal and professional
fees, as well as potential damages awarded, if any, subject

to certain policy limits and deductibles. Timminco intends to
vigorously defend these allegations and the plaintiffs attempt
to get court approval to proceed. However, no assurance
can be given with respect to the ultimate outcome of such
proceedings, and the amount of any damages awarded in such
lawsuit could be substantial.

Related Party Transactions
AMG Advanced Metallurgical Group

I\MG is a significant shareholder of Timminco. A" at December
31, 2010, AMG held 83,146,007 common shares ofTirnminco,
n~presenting approximately 42.5% of the total issued and
outstanding shar'es,

In Oecembel' 2009, 8ecancour Silicon issued a
convertible promissory note to AMG in exchange for' a
loan of US$5.0 million (the "AMG Convertible Note"!, On
December 15, 2010, Becancour Silicon and AMG executed an
amended and restated AMG Convertible Note, whereby AMG
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agreed to extend the maturity date of the AMG Convertible
Note by three years, f['Om January 3, 2011 to January 3,2014,

the conversion rate was adjusted and interest was set at 11,%"
payable monthly in arrears, starting on January 1, 2011.

The AMG Convertible Note is currently repayable, in whole or
in part and without penalty, at Becancour Silicon's option, to

the extent that the availability under the Senior Credit Facility
exceeds $5.0 million, both during the 90 days before and

immediately after such repayment, pl-ovided that the Company
has also satisfied a minimum fixed charge coverage ratio,

over the previous 12 months and on a pro forma basis after
9iving effect to such repayment, and is also not in default

under the Senior Credit Facility. Becancour Silicon is also
required to pay AMG, as a partial or whole prepayment of the
principal amount due under the AMG Convedible Note and
on a quarterly basis, an amount equal to either: (il one half
of the availability under the Senior Credit Facility in excess
of $5.0 million, where the principal, amount. then outstandinq
is gl-eater than such excess availability amount; 01' (iii all of

the principal amount then outstanding, where such principal
amount is less than the amount of availability under the

Senior Credit Facility in excess of $5.0 million. In each case,
such pl-epayment is subject to any prior exercise of .AMG's

conversion right, as well. as satisfaction of the other conditions
in respect of optional prepayments.

Up to the full principal amount of the AMG Convertible Note is
convertible into common shares of Tirnminco, at Afv1G's option
at any time. Prior to January 3, 2011, the conversion price was
$1.58 per share and, currently, the conversion price is $0,26

per share, subject to customary anti-dilution adjustments,
with the US dollar principal amount conver"ted into Canadian

dollars at the Bank of Canada's noon exchange I'ate on
the date of notice of conversion. This new conversion price
represented a discount of appr-oxirnately 21 % frol'n the ma!-ket
value of a common share, as determined pursuant to the TSX
definitions, namely, the volume weighted average trading
price of such shares on the TSX on the last five trading days
up to and including Decembel-14, 2010.ln addition, the AMG
Convertible Note provides for a cap on the number of common
shares that can be acquired, such that in no event shall AMG

be entitl.ed to receive an amount of common shares that gives
it power over mo!'e than half of the voting rights of Timminco's
outstanding shares.

The AfvtG Convertible Note continues to have financial
repol-ting covenants, a negative debt covenant and certain
capital expenditure approval requirements. A default under
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the AMG Convertible Note could trigger an event of default

under the cross-default provisions of the Senior Credit
Agr,~ernent and the TETm Loan Agr'eement. Also, a default
under either the Senior Credit Agreement or the Term Loan
Agl'eement could trigger an event of debult under the cr05S­

default provisions of the AMG Conver'tible Note subject to the
provisions of the postponement agreement executed by the
Bank, AtviG and BecarlCoul' Silicon. Timminco also continues

to guarantee all obligations of Recancour Silicon under the
AMG Convertible Note. See "Liquidity and Capital Resources-·
Convertible Notes" above for a summary of the outstanding
amount under' the AMG Conver'tible Note, and see "Capital
Structure" below for a summary of the common shares
issuable upon a conversion of the AMG Convertible Note.

In 02-10, Timminco completed a three-tranche private
placement equity financing, in which an agfJregate of
approximately 20.2 million common shares were issued at
a price of $0,65 per share, r-esulting in gross proceeds of
appr'oximately $13,1 million, AtviG acquired approximately

15.4 million cornmon shares in this offerin~J, with the n~maininq

common shares issued to other investors, as described above
under "L.iquidity and Capital Resources-Equity Financings,"

J\MG's holdings, wilich I'epresented 38.6% of the total issued
and outstanding share capital of Timminco before the
completion of the first tranche of the equity financing, increased
to !,2H1o after completion of the third tranche.

AMG Conversion

Becancour Silicon and AMG Convel'sion Ud. ["AMG
Conversion''!, 11 wholly-owned subsidiary of AtviG, executed

a Memorandum of Understanding dated March 31, 2009 [as
amended, the "Memorandum of Understanding"! whereby the

parties agreed to Jointly develop the ingot production process
to optimize the quality of the in90ts and bricks produced with
B6cancour Silicon's solar grade silicon, and to jointly explore
the feasibility of AtviG Conversion producing in90ts and bricks
at the Becancour Silicon ingoting facility on an exclusive
long-term tolling basis for and on behalf of Becancour Silicon,
These activilies continued during an inter'It11 period, which
expired on December 31, 2010. Becancour Silicon and AMG
Conversion are in negotiations to extend the inter-im perioel
into 2011,

Dur'ing FY-10, AMG Conversion produced ingots and bricks at
the B6cancour crystallization facility on behalf of B6cancour
Silicon, using its equipment and Becancour Silicon's
employees and solar grade silicon, and invoiced a tolling fee
of approximately $1,0 million, which was based on the actual,

fully-loaded cost to produce ingots and bricks for Becancour
Silicon, plus an agreed fixed mar'gin. AMG Conversion also

produced ingots and bricks at the IJecancour Cl"ystallization
facility for its own account, using its equipment and solar
grade silicon and Becancour Silicon's employees, Becancour

Silicon invoiced AMG Conversion a tolling fee of appt'Oximately
$0.6 million. Effective August 31, 2010, the pal·ties agreed
to amend such interim tolling arrangements to provide for a

fixed fee payment by AtviG Conversion fOI' each ingot produced
for AtviG Conversion at the Becancour Silicon in~Joting facility
for the remainder of the interim period. Although the interim
period under the Memorandum of Understanding expired as
of December 31, 2010, Becancour Silicon and AI\1G Conversion
continue to cooperate with respect to their use of and access
to the equipment at the Becancour crystallizc,tion facility.

Becancour Silicon and AMG Conversion are also considering
the feasibility of a long-term relationship on the basis that

Becancour Silicon would focus on the production and sale
of solar grade silicon, in chunk form, while AMG Convel'sion

would use solar grade silicon purchased from Becancour
Silicon to produce and sell ingots and bricks and focus on
the solar wafel" market. in this connection, certain sales have
occurr'ed in pursuit of a new sales channel fOI' Becancour
Silicon's solar grade silicon, During FY-09, Becancour Silicon
sold approximately 153 metric tons of solar (Jrade silicon to
Ai\~G Conversion and received cash proceeds of approximately
$5.9 million from such sale which amount has been recorded
as deferred revenue. Our'ing FY-10, approximately 2 metric
tons were shipped and Becancour Silicon recognized

approximately $0,1 million as revenue. Approximately
$5.8 million will be recognized as revenue when the inventory

is shipped to thir'd-party cListomers. The inventory associated
with this transaction has been recorded as finished goods
consigned to related party, The price of the solar grade silicon
soLd to AMG Conversion was consistent INith the pricing
negotiated for similar rnater'ial sold to third parties,

Sudamin
Ourin9 01-10, Becancour Silicon agreed to supply and deliver a
certain volume of silicon metal in 04-10 on behalf of Sudamin
SA I"Sudamin'l a Wholly-owned subsidiary of AMG, to one
of Becancour Silicon's traditional long-term silicon metal
customers. B6cancour Silicon received a pre-payment of

approximately €3.3 million towards such deliveries net of a fee
of approximately €O.3 million. The delivel'ies were cornpleted in

04-10 and the full amount recognized as revenue.
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As at December 31,2010. appl'oxirnately 6.9 million common
shares were subject to outstanding options granted under
Tirnminco's Shal'e Option Plan established in 2004 [the "2004­
Option Plan"!. with exercise prices ranging from $0.29-$Hi.27
per share. and 7.0 million common shares were subject to
outstanding options granted under Timminco's 2008 Share
Option Plan [the "2008 Option Plan"!. with exercise prices
of $'7.64 per share. As at December 31, 2010, approximately
3.8 million common shares subject to options under theso
plans had satisfied the vesting criteria, of which approximately

Mr. John Fenger has been President and Chief Operating
Officer of Timminco since April 20, 2009. Prior to that
date in 2009, Tirnminco shated the remuneration cost of
Mr. Fenger with AMG based on the relative amount of time
spent by lvir'. Fenger acting on behalf of these companies.
Effective from April 20, 2009, Timminco is paying the full
cost of remuneration of Mr. Fenger', which is paid tl-lI'ough
a subsidiary of ,\llied Resoul'ce Corporation, of which
Dr. Schirnmelbusch is Chairman. Dur'ing FY-l 0, Timrninco
contributed $0.8 million to the cost of Mr. Fenger's
remuneration [FY-09--$O.7 million!.

Capital Structure
As at December 31, 2010. the common shares issued and

reserved were as follows:

Becancour Silicon has also engaged Sudarnin to per-folTn

certain consulting services I'elating to the solar photovoltaic
industry in China. In FY-l 0, B~~cancour Silicon paid

approximately $0.1 million in fees for such services.

Executive Management
Dr. Heinz C. Schirnmelbusch is Chairman of the Board and
Chief Executive Officer of Tirnminco, as well as Chairman of
the Management Board of AMG. Dr. Schirnmelbusch is also a

member of the executive committee of the general partner of
Safeguard International Fund, L.P. ["Safeguard"!, which was

a shareholdel' of Timminco until 04-10 and is a shareholder
of AMG. Mr. Arthul' R. Spectol' is a member of the Board of
Directors of Timminco and is also a member of the executive
committee of the general partner of Safeguard. Until the
end of 03-09, Mr. Spector was also Vice Chairman of the
Management Board of AMG.

Common shares

Common shares i~;5uabte t1pOn the
exercis0 of' options

Cornrnon shares issuable
of" notes

Commori sh3n~5 on a fully diluted basis

Number of Shares

1'15,734,769

13,917,Soo

215.973.313
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0.2 mitlion were in-tho-money, based on a closinrJ price
of $0.33 per share on that date. The maximum number of
common shares reserved for issuance for options under the
2004 Option Plan is apptoxirnately 7.3 million, and under the
2008 Option Plan is 10.0 million, representing approximately
3.8% and 5.1 %. respectively, of Timrninco's issued and

outstanding common shares as at December 31, 2010.

As at January 3.2011, the maximum number of common shares
of Timminco that may be acquired by AMG upon conversion
of the AMG Convertible Note, as described above under
the heading "Related Party Transactions-AMG Advanced
Metallur'gical Group", is approximately 19.1 million common

shares (based on the December 3'1, 2010 noon exchange f'ate
of US$l =CAD$O.9946 as reported by the Bank of Canada!,
representing approximately 9.'7'7% of the current total Issued and
outstanding common shares of Timminco las at December :;1,
20'10, approximately 3.1 million common shares, representing

1.61 'V" of the current issued and olltstanding common shares
of Tirnminco wel'e issuable to AMG under the AMG Convertible
Note, based on the same exchange ratel. The AMG Convertible
Note provides for a cap on the number of common shares that
can be acquired, such that in no event shall AMG be entitl.ed to
r'eceive an amount of comrnon shares that gives it power over

more than halJ of the voting rights of Timminco's olltstandin9
shar·es. AMG currently owns approximately 83.1 million common
shares of Tinlminco. representin9 approximately 1,2.5'Y<.. of
Timminco's cun'ent outstanding share capital. Assuming the
full conversion of the AMG COlwel'tible Note as at January 3,
2011, AMG would own appmximately 102.3 million common
shares, representing approximately 47.6% of Timminco's then

outstanding share capital.

As at December 31, 2010, the maximum number of common
shares of Timminco that were issuable upon conversion of the
Thorsit Bond, as described above under "Liquidity and Capital
Resour'ces--Convertible Notes", was approximately 3.2 million

common shares. based on a closing pr'ice of $0,33 per share
on that date and assuming no reduction in the principal
amount of the Thorsil Bond.

Risks and Uncertainties
The Company's businesses are subject to significant risks
and uncertainties. These risks and uncertainties, together
with cel'tain assumptions, also underlie the forward-looking
statements made in this MD&A and may cause th" Company's
actual results to differ materially fI'om its expectations.
Described below are some of the more significant l'isks that
could affect the Company's results.
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Liquidity Risk
The Company is currently subject to liquidity risk. Liquidity
risk arises through excess financial obligations over' available
financial assets due at any point in time. The Company's
objective in managing liquidity risk is to maintain sufficient
readily available sources of fundingin order to meet its
liquidity requirements at any point in time. The Company

attempts to achieve this through managing cash from
operations and through the availability of funding from

committed credit facilities.

The Company incurred a net toss of $74.8 million for the year
ended December 31,2010 and incurr'ed net losses for the years
ended December 31,2009, 2008 and 2007 of $134.2 million,
522.6 million and $18.0 million, respectively. There is also

material uncertainty with respect to the level. of liquidity that
will be generated by operations in the next twelve months.

At December 31,2010, the Company had positive working
capital of $23.2 million, was holding cash of approximately

$8,1 million and had undrawn available lines of credit under
the Senior' Credit AfJreement of approximately $7,9 million.

80th the Senior Credit Agreement and the Term Loan
Agreement contain financial covenants, as described above
under "Liquidity and Capital Resources,-Credit Facilities" and
"Liquidity and Cap.ital Resoul'ces-Term Loan". The minimum
EBITOA levels for the purpose of the financial covenants
in the Senior Credit Agreement have been set at amounts
based on Timminco's and Becancour Silicon's projected

financial results, In the event that Timminco and Oecancour
Silicon w'e unable to achieve such financial results, they may
become non-compliant under the Senior Credit Agreement.

Non"compliance with any of the financial covenants under

the Senior Credit Agreement or the Term Loan Agreement
may cause the Bank or 10, respectively, to declare an event
of default and demand repayment of the entire outstanding
indebtedness under such facilities,

Both the Credit Agreement and the Term Loan Agreement also
contain cross-default pl"Ovisions, and restrict Timminco's and
8ecancour Silicon's ability to incur additional indebtedness,

sell assets, create liens or other encumbrances, incur
guarantee obligations, make cenain payments, make
investments, Loans or advances and make acquisitions beyond
certain levels. Substantially all of Timminco's and Becancour'
Silicon's assets have been pledged as collateral to their
lender's under the Senior Credit Agreement and the Term
Loan Agreement. The AMG Convertible Note also contains

a cross-default provision, financial. reporting covenants,
a negative debt covenant and certain capital expenditure

approval requirements,

Quebec Silicon's Governance Agreements provide that Quebec
Silicon can require additional capital contributions from its
partners in certain circumstances relating to capital. and

maintenance requirements for the Becancour facility. See
"Production Partnership with Dow Corning-Governance
AfJreements", In the event that Quebec Silicon's aggregate
funding requirements for working capital and capital projects
exceed the funding available under the $10.0 million Loan
Agreement with Dow Corning and from cash flow from
operations, Quebec Silicon may have a working capital
deficiency, and/or may be required to request additional
capital contributions fr'om its partners. Timrninco and

Becancour Silicon may be required, contractually 01'

otherwise, to provide additional funding to Quebec Silicon in

these cil'cumstances, which could have a material adverse
effect on the Company's Liquidity.

Tirnrninco has aLso been named as a defendant in a proposed
class action lawsuit, claiming damages in excess of
$540 million. While Tirnminco intends to vigorously defend
the allegations in such lawsuit and the pLaintiff's attempt to
get court approval to pl"oceed, the timing and outcome of such
proceedings are uncertain and the amount of any damages
awarded could be substantial.

As a result of the Company's liquidity risk, the Company's
ability to continue as a going concern is subject to the

continued support of its lenders and is uncertain, Therefore
the Company may be unabLe to continue to realize its assets

and discharge its Liabilities in the normal course of business.
The consolidated financial statements do not give effect to

any adjustments to I'ecorded amounts and their classification
which could be necessary should the Company be unable
to continue as a going concem and therefore be r'equired to
realize its assets and discharge its liabilities in other' than
the nonnal course of business and at amounts different than
those reflected in the consolidated financial statements,

Silicon Metal Supply Commitments
In 01-10, Becancour Silicon executed long-term contracts to
supply 90,000 rnetr-ic tons of silicon metal over the next five
years to one of its long-standing silicon metal customel'S,
Subsequent to year-end, these contracts wen) amended to,
among other things, increase the volume commitments by a
total of 4,500 metric tons, deliverable over the contract years
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2011 throufjh 2013. In addition. in 04-10 and subsequent

to year-end, Becancour Silicon entered into contractual

arran!jements to supply approximately 3,500 metric tons of

silicon metal in 20'11 to another long-standing silicon metal

customer [see "Summary of Operations-Silicon Metal Supply

Commitments"]' Under the Supply Agreement with Quebec

Silicon and Dow Corning, Becancour Siteon is entitled to 51 % of

the silicon metal output of Quebec Silicon, which as of October

2010 owns all of the silicon metal. operations of 8ecancour

Silicon !see "Production Partnership with Dow Corning-"Supply

i\greement''l. As a result of such existing supply commitments

to customers and given the anticipated production volumes at

Quebec Silicon in 2011, Becancour Silicon's allocation of silicon

metal production from Quebec Silicon may be less than such

supply commitments, In such event, 8ecancour Silicon may:

lil renegotiate the ter'ms of the Supply Agreement with Quebec

Silicon and Dow Corning to allow for the deferral of delivery

of some of Dow Cornin~fs silicon metal volume allocation for

2011; (ii) renegotiate with 8ecancour Silicon's silicon metal

customer's the delivery commitments for 2011; or (iii) purchase

silicon rnetalfrom third pal"ties at 2011 spot prices, for resale

to its customers at the fixed contractual pr'kes. However, there

is no assurance that any such renegotiations will result in

more favourable delivery commitments for Becancour Silicon,

Moreover, spot prices fOI- silicon metal have been increasing

and 8ecancour Silicon may be in a position of having to

purchase silicon metal on the spot market at a cost that is in

excess of the selling price to its end customers. As a resul.t,

to the extent that 8ecancow' Silicon's delivery commitments

to its end customers exceed Becancour Silicon's supply

allocation of silicon metal from Quebec Silicon in 2011, any of

these outcomes could have a material adverse effect on the

Company's financial position, results of oper'ations and liquidity.

Production Partnership with Dow Corning

On October ~I, 2010, Dow Corning acquired a 49''10 equity

interest in Quebec Silicon in consideration ;01- the Company

receiving net cash proceeds of approximately US$/..O.I million

,)S well as the right to earn-out payments of up to potentially

an additional US$l D.a million, subject to Quebec Silicon

achieving certain performance objectives relating to
production cost and capacity improvements within three

years after the closing, See "Production Partnership with

Dow Corning,-Post"Closing Purchase Price Adjustment".

There is no assurance that such performance objectives

will be achieved and that the Company will receive the

US$l 0,0 million earn-out payment. Any such development
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could have a matel-ial adverse effect on the Company's

liquidity and results of operations.

Becancour Silicon's and Dow Corning's equity interests in

Quebec Silicon are subject to governance agreements, which

include certain "put" and "call" rights for equity holders.

Should Becancour Silicon or Timminco undergo a "change of

control" during the existence of Quebec Silicon, Dow Corning

will have the right, but not the obligation, to sell its /.,9%

interest in Quebec Silicon to Becancoul- Silicon at a price equal

to the fair market value of such interest. Failure by Becancour

Silicon to fulfil its obligation in respect of such put right

within the specified period of time will entitle Dow Corning

to assume operating control and pUI-chase all of Becancour'

Silicon's interest in Quebec Silicon at the fair market value

of such interest. Dow Coming also has the right, but not the

obligation, to purchase from 8ecancour Silicon all of its [51 %

interest in Quebec Silicon, at a price equal to the fair market

value of such interest, in the event of ilny continuing and

material failure by Becancour Silicon to pay for output taken

under the Supply Agreement or to make Quebec Silicon whole

for a failure to talH) output under the Supply A\Feernent. In

addition, upon the occurrence of certain insolvency-related

default events affecting either par'ly, the non·,defaultinq

party has the right to purchase the defaulting party's equity

interests in Oubbec Silicon. See "PI'(Jduction Partnership with

Dow Corning-Governance Agl-eements", Any exercise by Dow

Corning of a l'ight to purchase Becancour Silicon's interest

in Quebec Silicon, under any of the foregoing cirCUlTlstances,

could have a material adverse effect on the Company's

liqUidity and results of operations.

Becancour Silicon relies on certain designated non-union

employees of Quebec Silicon to per'for'm specified services

for Becancour Silicon, See "Production Partnership-Shared

Services". If anyone or more of such Quebec Silicon

employees is unable or unwilling to continue providing such

services, B(kancour Silicon may not be able to replace them

I-eadily, In such event, 8ecancour Silicon's operations may
be disrupted, and Becancour Silicon mayincur additional

expenses to recruit and retain replacement employees or

services, which could have an adverse affect on the Company's

results of operations.

Foreign Exchange and Currency Fluctuation

While the Company reports its results in Canadian dollars

and a substantial portion of the operating costs of the Silicon

Group are in Canadian dollars !Becancour Silicon purchases
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its allocation of silicon metal from Quebec Silicon in Canadian

dollarsl, the majority of the Company's products are priced
and sold in U.S. dollars and Euros. In particular, Becancour

Silicon has executed contracts to supply a significant portion
of its silicon metal allocation from Quebec Silicon over a five

year term at prices denominated in Euros. Such pricing is

fixed in Euros for deliveries in 2011, and subject to negotiation
within a defined price range, for each of the remaining four

years. Subsequent to 04-10, these long-term contracts were
amended, among other things, to add a currency adjustment
provision, which over the remainder of the term effectively
I'educes by half the parties' exposure to fluctuations in the
USD-Eul'O exchange rate relative to the rate in effect when the
contract was originally negotiated in Q4-09 [see "Summal'y
of Operations-Silicon Metal Supply Commitments"j.
Notwithstanding such reduction in exposure to currency
fluctuations, volatili1y in the Canadian dollar-Euro exchange
and Canadian dollar,-USD exchange rate could still have a

matel'ial impact on the gross margins of the Company.

B,~cancour Silicon also has interest-bearin!J debt denominated
in foreign currencies ,,vhich may generate significant I'ealized
or unrealized gains and losses, Consequently, the Company's

earnings and cash flows are sensitive to changes in foreign
currency exchange rates,

Becancour Silicon may enter into foreign exchange contracts
from time to time in the future, to mitigate its foreign currency
exchange rate risks. In particular, commencing October
2010, Becancour Silicon has entered into forward contracts
to convert a portion of its Eul'O denominated cash inflows in
Q4-10 and Q1-11 to Canadian dollars to mitigate such risks;

however, there is no assurance that these or any other foreign

exchange contracts entered into in the future will fully protect
the Company a[Jainst such risks.

Long Lived Asset Impairment
f\l.though the Company has been and continues to devote
I'esources towards the market development of solar gr'ade
silicon, there remains uncertainty regarding the timing and
volumes offuture commercial sales. In Q4-1 0, the Company
recorded a long lived asset impairment charge related to the
assets of its HP1 and HP2 solar gr'ade silicon purification
operations, including a portion of the intangible assets and
all of the goodwill attr'ibutable to solar gr'ade purification,
in the alTIount of approximately $7.5 million. In 04-09, the
Company recorded a long lived asset impairment charge
related to the production equipment at its HP2 solar grade

silicon purification facility in the amount of approximately
$39.0 million [see "Critical Accounting Estimates-Long Lived
Asset Impairmenrll~ecovery of the I'emaining carrying value
of the HP1 and HP2 solar grade silicon purification facilities

and the intangible assets related to solar silicon production
are dependent upon successful completion of the Company's

continued product and market development activities, a
restart of solar grade production and sufficient profitable

future production volumes. Should this not materialize as
planned, additional material long lived asset impairments
related to the HP1 and HP2 long lived assets, including
property, plant and equipment and intangibles, al"e likely
to occur', which could have a material adverse effect on the
Company's liquidity and results of operations.

Pensions

The estimated return on pension plan assets and discount rate
on future pension obligations affect the Company's pension
expenses and obligations, The estimated return on plan
assets is subject to change based on the anticipated returns of

the equities and fixed income securities held by the plan and
the performance of public securities markets. The discount

rate is subject to change based on the age and changes in
composition of the plan members and lonfj term bond rates.

A one percent change in either the estimated return or
discount rate would have a material impact on the pension

liabilities, Significant ongoing volatility in the global financial
mar'kets or a substantial change in actuarial assumptions
could Significantly increase the Company's pension liabilities
which could have a material adverse effect on the Company's
liquidity and results of operations. See "Critical Accounting
Estimates-Pension Return and Discount Rates."

If there is recovery in sales for Becancour' Silicon's solar grade

silicon product line and a resulting resumption of purification
operations, Becancour Silicon and Quebec Silicon !nay agn;e
to a transfer of certain employees from Quebec Silicon. Any
transfer of employees from Quebec Silicon who participate in
the Quebec Silicon defined pension benefits plans will include
the assumption by Becancour Silicon of elll pension assets
and liabilities associated with such employees. To the extent
that a net deficit exists in respect of any such empl.oyees,
such transfer could have a material adverse effect on the
Company's liquidity and results of operations.

Production Efficiencies and Interruptions
Becancour SiLicon's manufacturing processes for solar gl"ade
silicon and Quebec Silicon's manufacturing pmcesses for
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silicon metal are dependent upon the continuous, efficient
operation of certain critical production equipment, such as

silicon metal electric arc furnaces, casters and crushing
equipment, electrical transformers, rotary furnaces,
filtration equipment, molds, electromagnetic stirrers, silicon

crystallization furnaces, sawing equipment, and product
quality testing equipment. While some of this manufacturing
equipment is r'elatively new, such as Becancour Silicon's

equipment for the solar grade silicon purification lines and
.AMG Conversion's equipment for ingoting, much of Quebec
Silicon's equipment has been in operation for several years,
or even decades in the case of the silicon metal electric
arc furnaces. This equipment may on occasion b.e out of
service as a result of unanticipated failures or scheduled
maintenance shutdowns, For example, some of the silicon

metal electric arc furnaces are scheduled to have major
repairs in 2011. Becancour Silicon's and Quebec Silicon's

manufacturing equipment may also operate at less than
nominal production capacity due to a variety of other factol"s,
such as the quality and mix of raw materials used in the

production process and any additional materials processing
to meet customer requirernents, Some of this equipment

is, and in the future may be, owned and operated by third
parties, such as the equipment in the ingotin9 facility.
Becancour Silicon and Quebec Silicon may in the future
experience mater"ial shutdowns or periods of reduced

production efficiencies as a result of equipment failures,
prolonged maintenance shutdowns, or any of these other
factors. Moreovel', Becancour Silicon and Quebec Silicon
may be required to make significant capital expenditures to
remedy any underlying problems with equipment failur'es or
production efficiencies. Pursuant to governance agreements

in place, Quebec Silicon can make cash calls on its partners
if sufficient funds are not avail.able to maintain its facility in
sound condition so that it is capable of operating at cun'ent
capacity (see "Production Partnership with Dow Corning­
Governance Agreements"!. .Any such c"pital expenditures
or cash calls coul.d have a negative effect on the Company's
pr-ofitability and cash flows, Loss of production efficiencies
or interruptions in Quebec Silicon's silicon metal production
or Becancour' Silicon's solar grade silicon purification and
testing capabilities could have a significant adverse affect on
pmduction levels, revenues and earnings.

In addition to equipment failures, Becancour Silicon's and
Qui;bec Silicon's facilities are also subject to the risk of
catastrophic loss due to unanticipated events such as fires,
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explosions or violent weather conditions. The losses that
8ecancour Silicon or Ouebec Silicon may sustain as a result of

such events could exceed any recoveries they may be able to
make under their insurance coverage. In addition to such losses,

long term disruption could result in a loss of customers, which
could also have a material adverse effect on the Company's

business, financial condition and results of operations,

Power Supply and Electricity Prices
The production of silicon metal is ener'gy intensive and Cluebec

Silicon is dependent upon the continuous supply of electricity
from Hydro Cluebec and others fOI- its smelting and other
operations in 8ecancour. Cluebec Silicon has taken measures
to mitigate the likelihood of an interruption in electricity
service, but there is no assurance that Quebec Silicon will not
be subject to power interruptions in the future.

In addition, electricity prices form a significant component of the
cost of production for silicon metal. Electricity rates for industrial

users in the Province of Quebec are favourable, relative to other
global locations. However, there is no assurance that such rates
will remain favourable. Since all production output by Quebec
Silicon is sold to each of 8ecancour Silicon and Dow Corning at a
price equal to the actual full production cost per metric ton plus
a fixed mark-up, (see above under "Production Pal1:nership with
Dow Corning-Supply Agreement''i. an increase in electricity
prices for Quebec Silicon's operations could have a material

adverse effect on Becancour Silicon's costs and the Company's
results of operations.

Pricing and Availability of Raw Materials
Coal is a significant raw material in the production of silicon
metal, and the market price of coal is an important factor
influencing Quebec Silicon's costs and thus the Company's
cash flows and earnings, The price of coal fl.uctuates

considerably through the economic cycle, Quebec Silicon
has its own supply of quar·tz which is another si~jrlificant

raw material for silicon metal. However, alternate suppliers
of quartz may have superior quality for the production of
certain grades of silicon metal, in which case Quebec Silicon
may procure more of its quartz from third party suppliers.
Becancour Silicon also buys silicon metal in the spot [Dr
open) market to balance its production and thus is subject to
fluctuations in market prices (see above under "Silicon Metal
Supply Commitments")' An increase in the pricing for, or
limitations on the availability of, any of these raw materials
could have a material. adverse effect on the Company's
financial position, results of operations and liquidity,
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Credit Hisk

Accounts receivable and long term receivables are subject
to credit risk exposure and the carrying values reflect
management's assessment of the associated maximum
exposure to such credit risk. Substantially all of Becancour

Silicon's accounts receivable are due from customers in a
variety of different industries and, as such, are subject to
normal cl'edit risks in their respective industries. Becancour
Silicon regularly monitors customers for changes in credit

risk. Where available, Becancoul' Silicon has insured its
accounts receivable under uedit insurance policies to offset
the increased credit risk environment. Howevel', since all
customers may not qUi.;[ify for credit insurance 8ecancour

Silicon may not be able to reduce its exposure to all such
credit risks.

Transportation Delays and Disruptions
The Company depends upon seaborne freight, rail and
tl'uck transport to deliver raw materials to its facilities and

ih products to market. Delays and disruptions in these
transportation services has arisen, and may arise from
time to time in the future, because of weather related

problems, equipment failures, labour strikes or lock-outs, ai'
limitations on available port capacity, shipping container'S,
or rail deLivery schedules. Any such disruption could
temporarily impair the Company's ability to supply its raw
materials to its facilities, and/or deliver its products to its

customers on a timely basis, any of which could have a
material adverse effect on the Company's business, financial
condition and results of operations.

Class Action Lawsuit

Timminco is SUbject to a potential class action lawsuit alleging
that Timminco and others made certain misrepresentations
about Becancour Silicon's solar 9rade silicon production
process (see above under the heading "Uquidityand Capital

Resources--Class Action Lawsuits"). Timr,ninco intends

to vigorously defend these alle\Ftions and the pl"intiffs
attempts to get court approval to proceed. However, no
assurance can be given with respect to the ultimate outcome
of such proceedings, and the amount of any damages awarded

could be substantial. In addition, the defence of this lawsuit
could involve significant expenses and divert the attention of
Timminco's senior' management and other personnel. for long
per'iods of time.

These matters may have also contributed to negative publicity
in l'espect of Timminco and Becancour Silicon's solar grade
silicon production pr·ocess. Continulf1g negative publicity could

have an adverse effect on the Company's business and liquidity,
and on the market pr-ice of Timminco's common shares.

Interest Rate Risk

The Company is exposed to interest rate risk to the extent

that cash and short term investments, bank indebtedness,
term debt and convertible debt are at floating rates of interest
The Company's maximum exposure to interest rate risk is

based on the effective interest rate and the current carrying
value of these assets and liabilities. The Company monitors
the interest rate markets to assess whether any steps can

be taken to mitigate interest rate volatility. However, the
Company may not be able to reduce its exposure to such
interest rate risks and a significant increase in interest rates
could have an adverse effect on the Company's results of
oper'ations and liquidity.

Financing for Capacity Expansion
The Company may require capital or other expenditures

for' production c"lpacity expansions, acquisitions, mergers,
business combinations, joint ventures, or strate\Jic business
alliances or' partnerships in respect of Its bUSinesses or
investments, whether in respect of silicon metal, solar qrade
silicon or' other products. For exarnple, Becancour Silicon
may be required to provide fundinq to Quebec Silicon (see
"Liquidity and Capital Resources-Capital Expenditures"],

or Tirnminco may be required to provide further funding to
Thorsil to pursue a potential new silicon metal manufacturing
facility in Iceland [see "Strategy").

The Company expects to fund its requirements for capital

expenditures from common equity, term debt, credit facilities,
operating cash flows and cash balances, However", these
sources of financing may not be available to the Company
when required in the amounts needed or on acceptable

terms. The Senior Credit Agreement. the iQ Term Loan, the
AMG Convertible Note and the Loan Agreement also limit
the Company's financial flexibility in a nurnbel' of ways,
including restrictions on the Company's ability to incur

additional indebtedness, to sell assets, to create liens or
other encumbrances, to incur guarantee obligations, to make
cel'tain payments, investments, loans or advances, and to
make acquisitions or capital expenditures beyond certain
levels. In addition, in the event that the holder of the Thorsil
Bond exercises its right to convert all. or a portion of the
principal and accrued interest on such bond Into common
shares of Thorsil, as described above undel' "Liquidity and
Capital Resources-Convertibl.e Notes", Timrninco may be
required to make a further equity investment in Thorsil in
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order to maintain its rnajority equity ownership in Thorsil,
which is a special purpose vehicle through which Timminco

is pursuins; the Icelandic project. Any restriction or inability
of the Company to ~lene,ate financing for such expenditures
may limit or prevent the Company fmm pursuing production
capacity expansions, acquisitions, mergers, business

combinations, joint ventures, or strategic business alliances
or partnerships, which could have a material adverse effect on
the Company's resul.ts of operation and liquidity.

Expansion of Production Capacity
Timminco announced in 01-10 that it is pursuing opportunities
to expand Its silicon metal capacity, thmugh a potential
new silicon metal production facility in Iceland that would
operate using f)eothermal power. To this end, Tirnmll1co is in
negotiations with an Icelandic power company on the terms
of a Iong"term power supply contract for such a facility,
and Timminco has also secured prelirninary financing. as
described above under' "l..iquidity and Capital Resoul'ces­
Convertible Notes", to fund prelimin"wy expenses associated
with this project. However, a definitive power contract has not

yet been Signed and additional. financing will be required to
fund future project expenses. In addition, engineering work
and a feasibility study in respect of such a facility are still
ongoing, as well as negotiations with potential long-term

customers and strategic partners. There is no assur'ance that
the potenlialsilicon metal production capacity project will
proceed as expected, if ojt all.

In 01-10, Becancour Silicon temporarily suspended
pur-ification operations pending meeting of prospective
customer specifications and recovery of sal.es for economic
volumes of solar gr'ade silicon in futur'e quarters. Once

production of solar grade silicon resumes, 8ecancour
Silicon will continue to be in a ramp"up starJe until demand
supports operating all of its pl.anned purification lines and
acceptable opE-f'ating performance has been achieved, The
number of purification lines and the nature and scope of the
pr-oduction processes that 8(~cancour Silicon uses will dc,pend

SUbstantially on future customer demand. 'In terms of volume
ilnd quantity, for' Becanu)ur :':;ilicon·s solar 9rade silicon.

Any future productiQ!1 capacity expansion, whether' for silicon
metal or- solal- grade silicon, will involve risks, including

potential delays in commissioning of equipment. and
unanticipated costs and changes in design thOlt may cause
the Company's capital budget for the project to be exceeded.
Failure to complete any further expansion or to achieve the
anticipated production capacity of the existing or any additional
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purification lines, within foreseeable timeframes and on budget,
could have a material adver'se effect on the Company's financial
position, results of operations and liquidity.

Environmental Liabilities

The Company is, and historically has been, involved in
certain activities that may be deemed 10 be hazardous to the
environment, and the Company must also comply with stringent

regutatory requirements in certain jurir.,dictions. The Company
maintains environmental and industrial safety and health

compliance programs at its facilities. There can be no assurance
that current environmental requirements or future changes to
them, inclUding possible additional regulations or increases
in levels of fines or' penalties, will not result in l'iabil.ities and
obligations that may be material to the Cornpany's business,
financial condition and results of operations.

The Company's manufacturing businesses al'e subject to
extensive and chan9inn laws and rerJulations gover'ning,
amongst other things, emissions to "ur, discharges and
releases to I.and and water, the generation, handlill\), storage,
transportation, treatment and disposal of wastes and other'

material.s, and the remediation of contamination caused by
discharges of waste and other matel'ial, 35 well as the r'isk
that empl.oyees and others are exposed to hazardous or toxic
substances. The Company also operates under environmental

permits issued by regulatory authorities, which impose
additional requirements for' compliance under applicable
laws. Such laws and regulations not only expose the Company
to liability for its own actions, but also may expose it to liabil.ity
for the conduct of others or for- ils actions which were in
compliance with all applicable laws at the time such actions
were undertaken or performed but which subsequently have
become subject to regulation, In addition, the Company could
be held liable for the release or discharge of materials which

may be hazardous to health or the envir'onment, includin~1

the cost of investigating and cleaning up such contamination,
regardless of whether such release or discharge was legal
and of whether the Company continues to own or operate the
facility at which such release or discharfJe occurred, as well
as such releases or discharges that occur at sites to which the
Company or its predecessors have sent waste or that mifJrate
onto the property of third parties. The Company could be
held liable for such costs even if they arise from the actions
of third parties. The Company's operations generally, and
those involving hazardous rTlat,H'ials in particular', also raise
potential risks of liability under common law.
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Aviolation of environmental or health and safety laws relating

to the Company's facilities or a failure to comply with the
instructions of the relevant environmental or health and safety

authorities could lead to, amongst other things, a temporary
shutdown of the Company's facilities or the imposition of fines,
penalties or costly compliance or remediation procedures. The
Company may also be exposed to potential litigation based
on perceived violations of environmental 01' health and safety

laws. If environmental or health and safety authorities impose
substantial fines or penalties or require the Company to shut
down any of its facilities or to implement costly compliance
meaSUl'es, whether pursuant to existing or new environmental,
health and safety laws and regulations, such measures could

have a material adverse effect on the Company's business,
financial condition and results of operations.

The Company is also obli(;ated to undertake remediation
activities related to fonner facilities and has accrued
$1.,8 million a5 at December 31,2010, for future costs relatinq

to site restor'ation and closure of cel'tain of its former facilities
and operations, including at Haley, Ontario, and Aurora,
Colorado. The Company has also accrued $1.2 million as at

December 31,2010 for future costs rel.ating to site restoration
and remediation relating to the silica fumes site in Becancour,
Quebec. In addition, Timminco and Becancour Silicon have
a~jr'eed to indemnify Quebec Silicon for all expenditur'es

to comply with environmental undertakings set out in the
Certificate of Authorization estimated to be $0.4 million as at
December 31, 2010 and aLso expect to incur $0,8 million of
capital expenditures in respect of this mattei', See ''Production
Partnership with Dow Corning-Environmental Compliance."
The actual cost in respect of any or all of the foregoing could
be higher than the amounts estimated. The Company's
estimates for futur'e liability are also subject to change based
on amendments to applicable laws, the nature of ongollig
operations, the timing of future events and technological

innovations. Any changes in estimates could have a material
advel'se effect on the Company's financial position, results of
operations ,md liquidity.

Greenhouse Gas Regulatory Initiatives

As a producer of silicon metal, Quebec Silicon emits carbon
dioxide, which is a greenhouse qas ("GHG"), as a natural

by-product of the pyrometallurgical process used to make
silicon at its Becancour facilities. SpecificaUy, carbon-based
process matel'ials, such as coal, coke, charcoal and wood chips
are combined with quartz to create both silicon and carbon
dioxide. In Novembel' 2009, Quebec's Minister of Sustainable
Development, Environment and Parks announced Quebec's

tal'get to reduce GHG emissions by 2001<, below 1990 levels

by the year 2020. In order to achieve its reduction tarqet, the

Quebec government has stated that a GHG cap and trade
system will need to be implemented in 2012. Quebec Silicon's

silicon metal operations in Becancour are currently subject to
regulations requiring the quantification and annual reporting

of GHG emissions, and as such, may fall within the purview
of such anticipated cap-and-trade system. Similal- n,gulatol'y

initiatives are also under way in other Canadian Jurisdictions
designed to limit or create economic disincentives for GHG
emiSSions. including potential carbon taxes and cap and trade
regimes, The scope and potential. impact of such initiatives on
the Company's business is not yet known, and the extent to

which such initiatives impose limits, taxes, obl.igations or other
adverse econornic consequences on any of the Company's
operations could have an adverse effect on the Company's
business, financial condition or results of operations.

Relationships with AMG Advanced Metallurgical Group
AMG is the largest single shareholder in Timminco, with a

direct holding of common shal'es representing approximately
1,2.5% of Timminco's issued and outstandin~J share capital
as of the date of this MD&A. Certain of AMG's directors and
executive officers are also dil'eclol's and executive officers of

Timminco. AMG also trades in silicon metal. produces silicon
metal through its controlled subsidiary Grapht Kropfmuehl

AG, and opel'ates other businesses that are compLementary to
the Company's solar grade silicon product line, AMG has also

established various commel'cial relationships with Becancour
Silicon, including arrangements regarding ingot making. See
above under the heading "Related Party Transactions" for a
description of transactions with AMG and its subsidiaries.

As a r'esult of these relationships, AMG has the ability to
influence the Company's strategic direction and business
opportunities, including any merger, consoli,dation or sale
of Timminco's and 86cancour Silicon's assets and the

composition of Timminco's board of directors and executive
management. There may be significant synel'gies and new
business opportunities for the benefit of the Company that
may arise from these relationships with AMG. However,
these rel.ationships may also involve conflicts of interest. The
boards of directors of Timminco and AMG have established
independent committees and special procedures to address
these conflicts of interest. AMG may also directly pursue
acquisitions 01' other strategic opportunities that coul.d be
beneficial or complementary to the Cornpany's business.
However, the Company may not realize the benefits of any
such acquisitions or opportunities pur'sued by AMG, if at all.
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In addition, these relationships have served as a foundation for
certain equity financings and other commercial transactions
between the Company and {,MG, which have supported the
Company's expansion and liquidity, However, there is no

assurance that such financings or transactions with AMG will
be available on tel'ms acceptable to the Company, if at alL

In the past, AMG has participated as an investor in Timminco's
equity financings and maintained a controlling interest in

Timminco through its ownership of more than 50% of the
outstanding common stock, However, since September 3D,

2009, AMG no longer has majority control over Tirnminco. AMG
lTIay acquire common shares of Timminco upon the exercise

of its conversion rights under the AMG Convertible Note, but
exercisinq these rights may not entitle AMG to reacquire a

majority ownel'ship interest in Timminco. See above under
the ~v2ading "Relahd Party Transactions-AMG Advanced
Metallurgical Gr'oup", in the event that AMG's equity ownership
po,;ition lI"i Timminco declines, AMG may r,,;duce its involvement

in pursuing oppodunities that may othervvise be beneficial to
the Cornpal1Y's busine,is, results of operations or liquidity.

Limited History with Solar Grade Silicon
Although f3ecancour Silicon has experience in producing
silicon metal, it has relatively lirrllted history and experience
in prodUCing solar grade silicon, As such, the Company's

historical finanCial results may not pr-ovide a meaningful basis
fer evaluating its future financial perfel'mance.

Solar Grade Silicon Selling Prices

The Company's r'evenues, earnings and cash flows from
the sale of solar grade silicon are significantly influenced
by the pn~vailinq and expected future market [or spotl
prices for polysilicon, Such spot prices have declined

considerably since 2008 frwn a price peak of approximately
US$I,OO per kg to a level of approximately US$50 per kg
in Q1-09 prior to increasing again in the second half of

2010 to a level of US$60-80 per kg. Volatility of polysilicon
spot pi-ices is the result of real or perceived increases or
decreases in polysilicon manufacturing capacity, which

can be impacted by new plant constr'uction, seasonal
availability of electr'icity in certain parts of China,

govemrnent regulation of polysilicon pl'oducers, operating
problems at large polysilicon producers or due to changes
in demand in the solar photovoltaic industry or electronic
lsemiconductor! market. Continued price vol.atility could
have a material effect on the Company's financial position,
results of operations and liquidity with price declines in
polysilicon negatiVely impacting solar' grade silicon realized
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selling prices and margins, and price increases favourably
impacting demand for solar grade silicon as a substitut("
for polysilicon.

Customer Commitments for Solar Grade Silicon

There is significant uncertainty about the nature and scope
of demand from solar grade silicon customers, including

future pricing, deliveries and volumes. Becancour Silicon
had executed several. long-term supply agr'eements with

solar grade silicon customers in 2007 and 2008, all of which
have since been terminated. Becancour Silicon is in ongoing
negotiations with prospective solar grade silicon customers,
to secure new commitments to support future production
and sales activities. However, there is no assuranc(: that
iJecancour Silicon will be able to secure meaningful long­
term commitments from such customers, which may have

an adverse effect on the prospects and future results of
oper<ltions from Becancour SiiicrJn's solar' grade silicon
product line.

Quality of Solar Grade Silicon
The I'equirements of Becancour Silicon's prospective

customers with respect to specifications, quality controls and
testing methodologies for sol"r grade silicon are expected to
continue to evolve as Becancour Silicon and its prospective
customers build expel'ience in using Becancour Silicon's solar
grade silicon for solar photovolta,c applications.

Becancour Silicon's objectivE' is to produce, through repeatable

processes, solar grade silicon that is priced competitively with
polysilicon and of such quality that solar celts manufactured
using Becancour Silicon's solar grade silicon will have
characteristics that make them competitive with solar cells
manufactured from polysilicon. To that end, Becancour Silicon
continues its efforts to develop market opportunities for'
its solar grade silicon product line, through improvements
in its proprietary purification processes and collaboration

with strategic partners in developing new downstream sales
channels, to meet the enhanced specifications of its prospective
new customers. Although it is making progr'ess towards
achieving these objectives, Becancour Silicon may experience
delays in being able to consistently produce solar grade silicon
at the required specifications or purity levels, in implementing
such new equipment, methodologies and pr'ocesses, and in
ultimately being able to achieve its objective. Furthermore,
achieVing and maintaining these heightened customer'
requirements may increase Becancour Silicon's production
costs for solar grade silicon.



Tlmmlnco Limited
2010 Annu<'.il r~eport
P.I.8

Becancour- Silicon's proprietarypudfication process, which is

based on metallurgical methods as compared to the chemical
processes used to manufacture polysilicon, involve several
steps and various equipment to control the levels of impurities,
or dopants, particularly phosphorus and bomn, Contl'olling
these and other non-metallic elements, at the levels required
for solar cell appLications lwhich are measured in parts
per millionJ. is critical and there is no universally accepted

method for controlling aU of these elements at required levels
simultaneously. As a consequence, multiple refining steps,
or passes, are necessary, with the risk of lower yields and
increased solar grade silicon production costs. In addition,
recontamination by impurities from the equipment or reactants
used in the purification process may reduce the quality or
require further processing of the solar grade silicon. This
I'isk is exacerbated in the ramp-up stage of a new production

process. While B,kancour Silicon has valuable experience in
mitigating these r-isks, then:' is no assurance that it will be able
to consistently achieve the desir'ed quality or required purity
i.evels within a certain ranDe of production costs,

Producing Ingots with Becancour Silicon's Solar Grade Silicon

The process for making ingots is a !,ey element in the objective

of being able to manufacture solar' cells fl"Om solar grade
silicon thet have char'acteristics that make them competitive
with solar cells manufactured from polysilicon. Becancour
Silicon is collaborating with third parties and its affiliates
to develop processes to optimize the quality of ingots and
bl'icks made from its solar grade sil.icon in order to achieve
this objective. However, there is no assurance that such
development efforts will be successful or that customers
will adopt appropriate processes, If Becancour Silicon's
customers do not achieve the results that they expect f!'Om
using Becancour' Silicon's solar grade silicon to make ingots
or bricks, or are unable to manufacture solar cells that
have char'cKteristics that are competitive with solar' cells
manufactured from polysilicon, such customers will be
disinclined to take deliveries of 8ecancour Silicon's solar 91'ade
silicon, which could have a material adverse effect on the
Company's financial position, r'esults of operations and liquidity,

Pmtection of Intellectual Property Rights

The success of Becancour Silicon's solar grade silicon
depends in part on the protection and development of its
intellectual property rights, including proprietary technology,
information, processes and know-how. Such protection
is based on trade secrets and patents, inclUding patents
pending in respect of Becancour Silicon's manufacturing

process for the production of solar grade silicon. Becancour
Silicon has received some patents as well <15 favourable
preliminary reports fl'om some patent examiners in respect
of two of its key patent applications. However, some patent

examiners have also issued reports that could adversely
affect the patentabil.ity of certain processes in respect of

which patent pmtection has been sought. As well, Becancour
Silicon attempts to protect its trade secrets through physical
security measures, as well as confidentiality agreements
with customers, suppliers and key employees. Becancour

Silicon also enters into licensing arrangements in respect of
third parties' intellectual property rights, and collaborates
with AMG Conversion and others in the development of

technologies that are expected to enhance Becancoul' Silicon's
pr'oduct offer'ing, Becancour Silicon could also be liable to
third parties in respect of any infringements of their patents
or other intellectual property rights. There is no assurance
that Becancour Sil.icon has adequately protected or wi I.! be
able to adequately protect its valuable intellectual property
rights, or will at all times have access to all intellectual
property rights that are required to conduct its business or
pursue its strategies, or that Secancour Silicon will be able

to adequately protect itself against any intellectual property
infringement claims.

Customer Concentration

The Silicon Group has traditionally had several large
customers, the loss of any of which could have a mater'ial
adverse effect on the financial position, results of operations
and liquidity of the Company. In FY-10, the five largest
customers accounted for 58'1'0 of total sales in the Silicon
Group, compared to 53"10 in FY-09. Going forw,jrd, the

Company expects the customer concentration risk to increase,
mainly due to the reduced production output that is available
to Becancour Silicon as a I'esult of the Supply Agreement with
Dow Corning and Quebec Silicon [see "Production Partnership
with Dow Coming-Supply Agreement"), and increased
volume commitments that Becancour Silicon has under long­
term supply contracts and other delivery arrangements with
certain silicon metal customers for 2011 and further years
lsee "Silicon Group-Silicon Metal Supply Commitments'l
The extent to which any of Becancour Silicon's significant
silicon metal customer's may be unwilling or' unable to satisfy
all or a material portion of its purchase commitments with
8ecancour Silicon could have a material adver'se affect on the
Company's results of operations and liquidity.
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Critical Accounting Estimates
The preparation of the Company's financial statements in

accordance with Canadian generally accepted accounting
principles requires management to make estimates and
assumptions which affect the repot-ted amounts of assets and
liabilities, the disclosure of contingent assets and liabilities at
the date of the financial statements, and the reported amounts

of revenue and expenses for the reporting year. Due to the
inherent uncertainty involved with making such estimates,
actual resuLts reported in future periods could differ from those
estimates. Significant estimates include the following:

Measurement Uncertainty
eet·tain assets, pr'incipally inventory, long term inventory,
deferred development costs, property, plant and equipment,

goodwill and other intangibles are subject to recoverability
and/ot- impairment tests. Ultimate recovery of these assets
is dependent on the ability to meet higher quality demands

ft-om solar grade customers as market conditions evolve
and estimates of future i.evels of demand, sales, pricing and

product costing as it relates to both raw material input pricing
and pmduction efficiencies. The net realizable value of solar
g:-ade invento:-y is also subject to significant uncertainties in

near- and lon~J ter-m mar-ket demand and pricing conditions.
Deferr-ed development costs recoverability is dependent on
the successful completion and commercialization of solar
gt-ade development activities. These estimates are subject
to measurement uncertainty and the effect on the financial

statements of changes in such estimates in future periods
could be significant.

Long Lived Asset Impairment

The Company assesses its long lived assets for- impairment
in accordance with its accounting policies. For- purposes of
impairment testing, the Company determined that it had thr-ee
asset (FOUPS, namely, silicon metal assets, and each of its
two physically separate, stand alone solar grade purification
facilities, known as "HP1" and "HP2". Management cornpclr'es

the carrying value of long lived assets with undiscounted cash
flows for each of the three asset groups to determine whether

an impairment indicator exists. In 04-10, management
determined the HP1 and HP2 long lived assets, including

a pOl-tion of the intangible assets and all of the goodwill
attributable to solar grade purification, were impaired

and recognized a charge in the amount of approximately
$7.5 million to reduce theit- carrying value to fair vaLue. In
04-09, management determined the HP2 long lived assets
(p:-operty, plant and equipmentl were impaired and recognized
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a charge in the amount of approximately $39.0 million to
reduce the carrying value to fair value. Recovery of the

remaining carrying value of the HPl and HP2 solar grade
silicon purification facilities and intangibLe assets :-eLated

to solar silicon production are dependent upon successful
compLetion of the Company's continued product and mar-ket

development activities, a :-estart of solar gr-ade production
and sufficient profitabLe future production volumes. Should

this not materialize as planned, additional matet-iallong lived
asset impairments related to the HPl and HP2 asset groups,
including property, plant and equipment and intangibles, are
likely to occur.

Solar Grade Silicon Inventory Net Realizable Value
Given the low sales volume of Becancour Silicon's solar g:-ade
silicon products, the need to meet pr'ospective new customer's'
specifications and the uncertainty around the timing of
future demand for the finished products, management is

not able to predict the volumes of the solar grade silicon
inventory that may be sold in the near term. Management

believes that the timing of future sales of Becancour
Silicon's solar g:-ade silicon product, including from existin9
inventories, is principally dependent upon successful
completion of Becancour Silicon's continued product and

market development activities and improvements in external
economic conditions affecting the demand for such product,

including the pricing and availability of alternative pmducts
such as polysilicon for the solar photovoltaic industry. As a
result, Becancour Silicon's existing inventory of solar g:-ade

silicon has been classified as a lon~Herm asset. Future sales
of this inventory will be recognized as revenue and inventory
will be expensed at its net carrying cost.

Based upon solar grade silicon market conditions and the low
level of sales of its solar grade silicon products, the Company
evaluated the carrying value of these inventodes in FY-l0

relative to their estimated net realizable value and recorded
a provision of $13.t, million. The chat-ge has been :-ecorded to
cost of sales. Notwithstanding such provision, the Company
continues to pursue market and product development
activities in respect of its solar grade silicon product line and
it intends to fUt-ther process its solar gr-ade silicon inventories

in future periods as demand warrants to meet the enhanced
specifications of its prospective new customers.

Additionally, the Company had accumulated a significant volume
of by-product generated fl"Om the pmduction of sol.ar grade
silicon that the Company has in the past utilized in the pr'oduction
of silicon metaL Fol.lowing completion of the transaction with
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Dow Corning, there was uncertainty I-ega I-ding the use of this
by-product in silicon metal production by Quebec Silicon. During
FY-1 0, the Silicon Group recorded a provision of $12.0 million,

I'elated to the net realizable value of the by-product inventory
which is classified as raw materials. The charge has been
r'ecorded to cost of sales.

Pension Return and Discount Rates
The estimated return and discount rate affect pension expense
and liabilities. These estimates are made with the assistance
of the Company's actuaries to ensure that the estimates are

reasonable and consistent with those of other companies in
our industl-y. The estimated return on plan assets is subject to
change on an annual basis based on the anticipated returns
of the plan assets, the return of equities and fixed incolT1e
securities held by the plan and the performance of public
securities markets. The discount rate is subject to change

based on the age and changes in composition of the plan
mernber's and long term bond rates. Aone percent change
in either rate would have a material impact on the pension
liabilities. Si~Jnificant ongoing voLatility in the global. financial
markets or' e! substantial change in actuarial assumptions
could sirlnificantly increase the Company's pension liabilities.
This could helve a material advel'se effect on the Cornpany's
liquidity and results of operations. Certain future defined

benefit pension and other post-retirement benefit obligations
will be assumed by the production partnership upon closing.
Total net liabilities of approxirnately $6.8 million and the
corresponding funding requirements were assumed by
Quebec Silicon effective October 1,2010.

Revenue Recognition
The terms of Becancour Silicon's solar silicon contracts provide
certain customers with limited rights of return for scrap.
Revenue fmm such contracts is recorded net of an adjustment
for estimated returns. The Company's estimate of returns
I'equires a5sumptons to be made regarding the market price
for solar silicon scrap in concert with actual experience of
returns received. Should this estimate and these expel-iences

change, the return provision will be adjusted in the period.

Asset Retirement Obligations
The Company's asset r'etirement obligations involve various

estimates of the cost of a variety of activities often many years
in the future. The Company engages independent consultants
to assist in the estimation of closure and remediation costs.
Furthermore, the asset retir'ement obligation is a discounted
balance. Currently, the Company discounts the estimated

cash flows at 9'1., to 16%. A 1°10 change in the discount rate will
change the obligation by approximately $0.:3 miLlion.

Fair Market Value of Inactive Assets

Timminco owns land and buildings of former rnanufi'lcturin~J

operations and anticipates eventually disposing of these

assets. Management has made estimates of the expected net
proceeds and has reduced the carrying value of these assets
to fair value, where applicable. The value of the properties is
impaired by the ongoing environmental remediation underway
at the sites.

Accounting Changes
There were no new accounting policies adopted in FY -10.

Disclosure Controls and Procedures

The Chief Executive Officer ICEOI and Chief Financial Officer
lCFG) ar'e responsible for establishing and maintaining
adequate disclosure controls and procedures, as defined in
Nationallnstl-ument 52··1 09-Certification of Disclosure in
Issuers' Annual and Interim Filings [NI 52-109). Disclosure
controls and procedures ,we designed to provide I-easonable
assurance that information required to be disclosed in filings
under securities legislation is accumulated and communicated
to management, inclliding the CEO and CFO as appropriate,
to allow timely decisions regarding public disclosure. They

are also designed to provide reasonable assurance that all
information required to be disclosed in these filings is recorded,
processed, summarized and reported within the time periods
specified in securities legislation. The Company regularly

reviews its disclosure controls and procedures; howevel", they
cannot provide an absolute level of assurance because of the

inherent limitations in control systems to prevent or detect all
misstatements due to en'or or fraud.

Evaluation of Disclosure Controls and Procedures
The Company's managen,ent, including the CEO and CFCJ,
conducted an evaluation of the effectiveness of our disclosure
controls and procedures as of December 31, 2010. Based on
this evaluation, the CEO and eFa have concluded that the

Company's disclosure controls and procedures were effective
as of December 31, 2010.

Internal Control over Financial Reporting
Management is responsible for establishing and maintaining
adequate internal control over financial reporting ["'ICFI~"I,

as defined in NI52-109.ICFR is a process designed by or
under the supervision of the CEO and CFO, and effected by
the Board of Directors, management and other pel-sonnel,
to provide rea!;onable assurance regarding the reliability of
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financial reporting and the preparation of financial. statements

for external purposes in accordance with GAt-P. and includes
those policies and proceduros that: [1! pertain to the

maintenance of records that in reasonable detail accurately
and fairly reflect the transactions and dispositions of the
assets of the Company; (2J are designed to provide I"easonable
assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with

GAAP. 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)
ar·e designed to provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition.

use or disposition at the Company's assets that could have a
material effect on the financial statements.

AU. internal control systoms havo inherent limitations and
thel'ofol'o ICF!~ can only provide reasonable assurance and may
not prevent or detect mi~,statements due to error or fraud.

Changes in Internal Control over Financial Heporting
The Company imp[c'rnented the following changes in respect
oj or affecting its ICFI'( dUring 2010:

• The scope of ICFR changed as the Company formed the
l.elJal entity Quebec Sil.icon and transferred assets and

l.iabilities of the existing Silicon Group. Key accounting and
IT functions continue to be perforrned by existing personnel.

ICFRs are largely unchanged; however. they are now
effective in two legal entities whereas they were previously
employed in one legal entity. ·The resulting sale of a 49%
interest in Quebec Silicon and various transfer pricing and

cost shanng arrangements have necessitated emphasis on
additionallCFR considerations.

There have been no other changes in the Cornpany's !CFr~

during the year ended December 3·1. 2010 that have materially
affected. or ar'e reasonably I.ikely to materially affect. its ICFrt

Evaluation of Internal Control over Financial Reporting
The Company's management. includin!J the CEO and CFO.
conducted an evaluation of the effectiveness of rntemal
controls over financial r·eporting as of Decen,ber 31,2010.

following a reassessment of key internal controls relating to
the above changes and using the Committee of Sponsoring
Organizations of the Tr'eadway Commission (COSO)
framework, Based on this eval.uation. the CEO and CFO have
concluded that the Company's internal control over financial
reportin~J was effective as of December31. 2010.
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Recent Accounting Pronouncements
Issued but Not Yet Adopted

International Financial Reporting Standards ("IFHS"J
In February 2008. the Accounting Standards Board (''I\cSB'')

confirmed that Canadian GAAP for publicly traded enterprises
will be converted to IFRS effective in cal.endar year 2011. IFRS
uses a conceptual framework similar to Canadian GAAP but

there are significant differences on recognition, measurement
and disclosures. In the period leading up to the changeover.
the AcSB has continued to issue accounting standards that
ar'e converged with IFRS such as lAS 2. "Inventories" and lAS
38. "Intangible Assets", thus mitigating the impact of adopting
IFRS at the changeover date.

The Company currently converts its internal financial
statements to IFRS in order to report to AMG and therefore
has identified the nature of the significant differences between
Canadian GAAP and IFRS in its accounts. However. the amount
of the differences will not be the same as AMG had an earlier
transition date to IFRS. In terms of the IFRS conversion process.
during 04-09. the Company performed a fonnal diagnostic
review of the significant differences between Canadian
GAAP and IFRS. The review identified potentially significant

differences in the areas of property. pl.ant and equipment.
impairment of long lived assets, foreign currency tr·anslations.

share-based paymentsand provisions and contingencies.
During the first half of 2010. detailed work pl.ans to facilitate
transition of these and other financial statement balances and

accounting policies to IFRS were prepared. Dur'ing the second
half 2010. the Company has been documenting differ'ences
between Canadian GAAP and IFRS. preparing analyses of the

IFRS choices. evaluating IFRS accounting policies. considering
one-time IFRS elections. where applicable. and reconciling
opening balance differences between Canadian G/\AP and IFf~S

effective from January " 201 0, The Company will cornplete this
process for its 01-11 interim reporting, including evaluation
of the Company's choices of these elements by the Company's

auditors, Where appropriate. the Company will adopt the same
IFRS accounting policies that are used to report to its significant
shareholder on a retr"oactive basis.

The Company has compl.eted various preliminary assessments
of certain aspects of its tr'ansitlonal balance sheet at
,i3nuary 1, 2010 and certain significant accounting policies,
The Cornpany does not anticipate any rnaterial irnpact related
to the adoption of Inventory Valuation. Foreign Currency
Translation. Investrnent in Applied Magnesium. Leasing,
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Business Combinations and Se9mented Reportin9. There
may be transitional adjustments for Investment Properties,
IntanfJible Assets, Goodwill, Long Term Provisions, Income Tax
Accounting, f~evenue f~ecognition and Financial Instruments
and I·ledges. In addition, as indicated below, the Company
believes the I'e may be significant tl'ansitional adjustments
related to Property, Plant and Equipment, Employee Benefits,
Share-Based Compensation, Long lived Asset Impairment and

Consol.idations. All. of these matters are subject to veriiication
and confirmation by the Company's auditors and the transition
opening balance sheet will be reported in conjunction with the
Company's first quarter 2011 interim financial results.

First-time adoption of IFRS

Most adjustments I'equired on transition to IFRS will. be made
retrospectively against opening I'etained earnings as of the
date of the fil'st comparative balance sheet presented based
on standards applicable at that time. "First-Time Adoption
of International Financial ReportinfJ Standards" {"IFRS 1"1
provides entities adopting IFF6 fOI' the first time with a
number of optional exemptions and mandatory exceptions, in
certain areas, to the general requirement for full retrospective
application of IFRS. The most significant IFRS 1 exemptions

that are expeded to apply to the company upon adoption are
sllrnmar'ized in the following table.

Area
of IFRS

IFRS 2­
Share-Based
Payments

lAS 16-­
Prop(;rty,
Plant &
Equipment

Summary of Exemption Avail.i.lble

Choices: One of the elections aVi;ilable under IFRS 1
rdates to iFRS 2 \·md provides entitios with th(~

following options:

11 Apply iFRS r·etrospectivdy to dl ~;hln;-bas,d

payment transactions occurring before the date of
lransition to IFRS [this option is only available if the
pl1tity has publ.ldy disdosc·;d tht~ fair valu(o; of Hwse
awardsl; or

21 Elect not to '·lpply n.,trospecUve tr'(latm()nt to the
following:
- Equily instrumenls granted on or before

Novemb,·)r 7, 2002:
Equily instrumenls granted after' Novembe,- 'l,
20U2 thHt vt~sted before 1JH~ dati:~ of transition to
IFF1S; or

- Liabilities arising f"rOf'(l $113r~·~biJ5ed payment
transactions thtOlt Wt~re :·:.cttl(·d bofOft:' th(,; dat(·~ of
transition to IFf·<S.

Policy selection: Th(~ Cornpany wiU {,:.I~~ct t.o continue
recognizing vested option grants at !,heir previous
GAM' valuation on tl'ansition to IFHS.

Expected transitional impact: None.
Expected future impact: Nonie.

Choices: instead of rell'Ospectively applying the
provisions of lAS 16 and lAS 36 to d"t,'rrnine the net
book va{~le of prOpt~rty, pL~,mt and ~~quipment ~d the
transition date to IFRS based on historical cost, the
Company ('Gn E.'leet to rneasurc-.. individual :t~'ms of
property, plant r3nd equiprnHnt at transition date to IFRS
usin9 one of the followin9 options:

11 Use t!H~ fair' vatue of "1'1 it,'rYl of prOpf~rty. pbln! and
equipment at the date of tran;)1!1on to IFRS ("fair
value as deemed cost" option!. or

21 Use 0 previous GAAP revaluation of an itt:rn of
property, plant and equipnlent at l or before, the
d8te of transition to IFRS as deerned cost at the
d~,)te of thH n~valuation.

Polky selection: The Company will elect to use the "fair
valUl~ as deemed cost" option for all asscls in tho silicun
metal operating segnlent. These property, plant and
equipment assets were tranSl'!::rred to QSL.P on Octobf.>Y
1,2010, All othe" pr-op"ny, plant and equipment which
are used in the sQtar grade silicon operatinq seqrnent
will b(:.~ nH:~asun.'d by retrospectively applying the
pr'ovisions of lAS 16 and lAS 36.

Exp()cttld transitional impact: "h() irnpi:ct of the
US{~ of thi-:' "fair vallH:' as d(~('HrJ(,~d CO!,;t" notion for
the property. plant & equipment in tho ;;[icGn metal
operating segment is still being determined; however,
rnanaq(..~rn(,:nt ~:;nt!cipates rpco9ni:zinq an incr-eas£~ in
carryin9 cost of approximately $1,0 to $50 million.
Exp()cted future impact: US() of th,' et(·~cti{)n wil\.
increase the amount of depreciaticn expense recorded.
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Expected Areas of Significance
The key areas where the company has identified that
accounting policies will diffe>r signiflcantlyor \vhere
accounting pol.icy decisions were. necessary.that may impact
the Company's consolidated (inancia.lstaternents are set out
in the following table. Note that this d"oes notindude impact of
transition policy choices made under IFf~S 1, described above.

Area
otlFRS

lAS 19··­
Employee
Benefits

lAS 27­
Consolidation/
Business
Combination

Summary ot Exemption AVflilable

Choices: The Company may elect 10 recognize all
cumulatlve actuari;~l gains and losses through
opening retained t~arnings at the datt.~ of tr·an~:;i1ion

to iFHS. Actuarial gains and losses would have to be
recalculated under If::RS from the inception or- each
defined benefit plan it the exemption i,; not taKen.
The Company"s choice must be appli(~d to alt ddined
benefit plans consistently.

Policy SelecUon~ TIH-; Cornpr:~ny witL (·;Lect. to n~coqni7.(~

all cumulative actuarial g3ins and losses through
opening reta~ned earnings at the elate or transition
to IFRS.

Expected transition impact: Th~ Company has
apprOl<irnatHly $17 rniLlioll of curnt!l~itivc net actuariat
Losses that are unrecognized under existinG
C3n~!dlan GL\,c\F) at the date of transition to n::T~S. On
thH tran:;ition d!:!te of ..!f:wuary 1, 2D1C. imrne·dial~!

ret:ognition of thiS amount will reauc2 opening
fetanF2d earnings and increase the empLoyee future
be·:n~~fit liability by approximately $17 rniHion,

Expected future impact: Use of the electron w~tl

rt~duce the £·)mount of acluanat losses (or' incl"ease lhe
arnoun! c,f acluaf~ial gainsi n~co9ni·zc.:d on j) cumulalive
baSIS .sub$t~qLlent to the date of t,"ans,tion to IFRS
by opproximatt::ly $17 miLUon. The impact on the
Cornpany's 2010 rH~t inc{)meo~ i~~ st!Ll bH~n!j d{o~teo)rrnin(od.

Choices: The company may elect. on transition to IFf~S,

to eith(o:r restart:' ~oltl pas.! busine~;.:.;. combinations in
.'3ccordance with IFRS 3. "Business Combinations". or
to apply an elective exemption Irom applying IFRS'3 to
past bU5IrH~sf.:i combinations.

Policy selection: If the elective exemption ;s chosen.
specific requirements must be met, such as:
rn~·Jinlainin9 lh(·) (:!.~Hojf:.ificatiDn of the acquire!" and
the iJcquil'ee, recogniing or derecognizing certain
acqu~:'ed asse:ts or !ii1bit!tit~5 3:; required under
lFRS ~·;nd f'(o~rn~~(]~;uring certain ass{o~!s ;.:ud liabilities
at tail' Value. The company will elect, on transition
!o IFRS, to apply the elective exprtlption such that
~nHj~';;:'lctiDn~; (~nt(~n~d into pr!(J~' to t.he lrans!tion date
Will nel be restated. .

Expected transition impact: None.

Expected future impact: None.

Accounting
Policy Area

IFRS 2­
Share-Based
Payments
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Impact on Policy Adopt ion

ChoicHS: There are no policy choices available
und,,'rIFRS.

Diffuences frorn (~xisting Canadian GAAP:

Graded Vesting
UndHf' existing Canadian GAAP, UH~ Company h~·)s

chosen to value option grants with gl"aded vesting
provisions as or~e 3vvard and recognize compensation
on a 5trajght-UrH~ basis l)VCH' th(·) totat VH!;tin9 p(o:riod
of the indrurnent.IFRS 2. requires each tranche to
be measured and recognized as a separate award.
\'v'hi!(~ UH~ prirrH~ry irnpact of tn~;.~ting f~ach trandlt:': as
a separate award is front-end loading the recoqnition
of compensatron, the total amount of cornoensation
roecognhed is irnp{)ct(HI. '

Grant Date Delermination
V,fhen sharehotder' appr'Jval is necessal~Y, n::FxS ?. doe7;
not permit a grant date lo occur prior to such approval
befng obtained. Under existing Canadian GAAP, t:J grant
date can occur wh(~n shar(~holder approGval is as~;ured.

~~;~I:.~r~eV~~~~jl.sr~:'~:~~fl~I~~e~~:.sC~~F.~~';~:~Otd~~:'~~h~~ty-
differenc~~ irnpa<:t!~ thEo; rn(·~asur('~fYI(~nt or cDrnpHnS(·:;t!on
for certain options that wer'e granted by the Company in
2008 but not approved by shareholdol"s unlil 2009. Total
cornpHnsatlon for UH-~S('~ opUons 'is sua bH[ng deterrnined,
but is expected to be approxirnat,,,y $40 rnilUon lower
under IFHS 2 than exisling Canadian GAM' over the
vestin~1lif(: of HH:.1 options.

Forfeitures

Under exi:,tin9 Canadian GAAP, the Cornp0ny has
chosen to recognize th~ eHect of fcrf'eiture.$ as they
occur, IFRS 2 requir(~s 2ft estimate of forh~itun:s to b(-:
factQn~d intci thH calculation of p~~ri(!d c()rnp(~nsati(~n

expense. Since the total Fimount of compensation
recogn!zed under eitht::r method wilt ultirnalf::ly reflect
theo

; numb(·n· of ()ption~.;. that vest(~d, this dHhH·i·:~nce ls a
timing diffel"ence only.
Expected transition impact: On UH~ tr~omsit~on dati'~

of janu~?rv 1, 2010, the CEH11bined adfustrnent fer the
3bove-!n(.~ntioncd differences is slil"t be'lng detl~rrnjned:
but is (~xpHcted to jncn~ase opcomilHJ ~:,haf(o~h()ldt~rs t~quity

and decrease contributed surplus by up 10 $3 million.
Expected future Impact:

Graded Vest;ng and Gnlnl Date Determination
The combined differences relaUnq'lo graded '/estln~J and
grant date determination will decrease the cumul3t1ve
iHnount of cornp~·:nsGti()n eXpt~nsf:.~ f"f::coqnizf::d subsequ(:.)nt
to the date of transition to IFf·~S. The arnount of the
cumulative adjustment is still being delerr,,;ned, but IS

0xoected to bt~ in execs's of $40 rnillion over thi:~ v0!;tind
lif~~ of Uh~ opti{)n~~ dUG to th<·;'difhH'fHK(o; in ~jrant datf; ...
determination. The imp~ct on the Compdny'~J 2010 net
incorne is.stllL bt~ing deterrnin(o:d o but is o>1pecl(:ld In be: i3

de<:reaso in scllinq, 9GrH,~ral':'Jnd administrative (~x~)On~;e.

Forfeitur\:.~s

Any differences that exist are tirninq difterencf~~) onty
<.1nd wili f"(-;vers0. over the vesting period.
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Accounting
Policy Area

IA516--­
Property,
plant &
equipment

Impact on Policy Adoption

Choices: The Company can choo~,e to account for
its property, ptanl and equipment using either the
ccst method (which is based on historical cost) or
the revaluation method {which requires 3ssets to be
periodicali.y revalued 10 ensure the carrying value does
not differ materially from fair valued.
Policy selection: Property, plant and equipment will be
accounted for using the cost model.

Oifi"erences from eXisting Canadian GAAP:

Cornpcnentizatiol1
lAS -16 requires each part of an item of property, plant
and {.~qLljprnt.~nt with a co~,t that is significant in relation
to its total cost to be depreciated separately. Since
exisling Canadian GAAP places less emphasis on
usin~~ this approach. its application can significantly
impact the t11anner in which assets are categorized end
dcpr0ciat~~d. ~

Depreciation Rates and Methods
lAS 16 pl<~C('~s incri;~asnd (,)rnphr~sis on applying
empirically proven lJsefullives and explicitly requit-es
depreciation rates and methods to be reviewed every
y(~ar bas~~d on past exp{·~l'ience.

Major OverhauL and hspecUon Activ!ties

lAS 16 generatty requires the costs of m<Jjor overhaul
and inspection activities to be capitaUzed, whereas
und(~r (.;xisting C\·;nadian GAAF> they are expensed.

Expected impact:
Due to th~~ CorYlpany's choic~~ to Us(~ th{~ "T\1ir vaLue
as deemed cost'- election for pr-operty. plant and
equipment in the silicon metal operating segment,
the irnpDct of t.h~~ above~n1('!ntioned djffc·~n~.nG~.s ml the
transilion date to IFRS will be limited to assets In the
solar grade silicon operating segment.

Componentization and Depreciation Hates and ~1ethods

Tht.~ Company has determined th<'1t sev\:.~raL of' its
major items of pr-operty. plant and equipment {e.[J-,
bUildinos, furnaces and certain other maior production
equiprn-'enU contain rnaterial component.s that n,;)ve not
bet~n S(;~pr:ln)tp!.y deprt.~(iat()d ~Jnd~~r Canadian GAAP. As
part 01- this componenlizalion exercise, the Comp~ny

has also f(·:vised the depreciation rates of cBftain
aS~-it~t$. Th~~ 1fYJp~H:t of thHse diff(~r'(~n(:{~s is stilt bt~ing

determined, If it is determined that an impairment
chargr~ on solar grade silicon assets is required at
thn transition dat.(·~ to IFRS [S('H'~ discussion belOW!. the
impel of these differences may be reduced.

Major Overhaul and In~;;p{~ction Activitii~S

The Company does not expect this dir-ference to have
a malerial impact at the dale 01 tr,msition 10 IFRS
because the assets in the solaf~ gl~ade siUcon t.1peratinf,l
segment are relatively new and have not historically
been subiect to rnajor overhaUL and instection
activitif.~s·. Th(~ impact of this differencf.~'slJb$(~quent
to lhe transition date to IFHS wli.l be dependent on lhe
occurrence or- future overhaUl and insp'ection activ~ti\:.~s.

Accounting
Policy Area

lAS 19--­
Emptoyee
Benefits

Impact on Policy Adoption

Choices: Actuarial gains and losses are permitted
under l!~SI9, "Employee Beneftts'-, to be recognized
in one of three manners: Ii} directly throuqh profit or
loss, [iii directly in other c0n1prehen5ivf~income, and
(iiil deferred and amortized through profit 01" loss using
the corridor method_

Policy selection: Actuarial gains and losses witl be
deferrBcl and arnot·tized through profit or loss using the
corridor method. vVhih~ this poUcy is consist(wt with
the policy chosen und,~r existing Canadian GtlAP, the
application of this policy will yield different results than
~:xisting Canadian GAAP dtH~ to tht~ Cornpr:wy'S USH of thf~

available IFH5 1 election discussed above and the other­
differences between lAS 1'i and exi"ting Canadian GAAr'
n(}t(~d b(~tow.

Differences from existing Canadian GAAP:

Past Service Costs
lAS 19 n~quin~s lh(·~ past s(~r"Vic(·: cost elernc·:nt of defined
benefit plans to be expensed on an accelerated basis,
with vested past service costs expensed immediately and
urwt~sted past serviCt~ costs recognized en <'1 straight"~llne
basis until the benefits become vHsted. Under existing
Canadian GAM-), past service costs are generally
amortized on a stra;ght-Une basis over th(-~ average
n:~rnainin9 5Hrviu,~ periDd of act'lv0 HrTlp\.oym-:5 (·~xpeded

under the ptan.

Transitionat Assets and Liabilities
Under existing Canadian GAAP, cert<.)in gains and losses
which w~:re unn~cogniz(;~d ;:':it th(·~ t.irnH of adopting th(·~

current Canadian accountin9 standard Viere permitted
to be amortized over r:; period under transitional
pr()vlsi()n~~ of th{~ current st i.-lnd;:·) r'ds. Th()s(·~ amounts will
not be permitted to remain unreccCjnlzed and must be
recognized on transition to IFRS.

Discount Rate
lAS '19 generally requires the rate used to discount th(·}
defined benefit obligation to be determined by reference
to l1'larl(et yietds on high quality cOI-porate bonds. EXisting
Canadian GIIM' provides certarn alternaliv,~s 10 this
I"'PI""'r--<\ rlll(, ll-ni -lr'" P('t '"lV'-,il--,bl'-' und(-'r-IAS 19 F'Jr-
~~a'I~;'te, ~~i~ti:~g(C~n~di~n\'GAAr; p~rn~'its t'i1e '~bli~~ation
to be measured using rates mherent m the current prices
of annuity contracts if irnrnl·Hji;:·Jt(·~ s(·~ttlernent llsir1g such
an annuity contract is possible_

Expected transition impact: On th~ trarH;itio,., date
of January 1, 2010, the combined adjustment for the
above-mentioned differences is expected to increase
orH-~ning shan-:holder's equity t:-md d~~cn-~:·)~:.(·~ th~)

employee future benefilliability. The amount of the
adjustment is still being determined.

Expected future impact:

Past Serv1cG Cost.s and Transitil)nal Asspt.s and
Liabilities
Tlv~ combined diHerences relating to past servlce CO,Sts
and transitional assets and liabilities are expected
to increase the cumulative amount of future pension
eXpt~nse recognized subs{~quentto the date of transition
to lFRS. The arnOlmt of the cUlTHJlative \Hljustrnt:nt and th£~

i::npilct on the Company"s 2010 net income are still being
aeterm:ned.

Discount Hate
Any dHferenC:t~::; that {·~,xjst are tirnin~J difference~; only
and will reverse when the plan is ultimately settled.



Accounting
Policy Area

lAS 27--,..
Consolidation

Irnpact on Policy Adoption

Choices: There are no policy choices available
under IFRS,

Differences from existing Canadian GAAP; The IFf~S

approa(;h to consolidation is prinCiples-based v,hol'eby
consolidation is n;Quin~d fof' HU entiU(·~s which are
controlled. Unlike the Canadian GAAP two-step model
which first requires consideration as to whether an
entity is a V"riable Interest Entity, the IFRS guidance
on cOf!s()lidation is a sin9!(~-slep r!1ode!-lhe·; control
model. 1F'f,(S utilizes the concepts oi' risks and rewards
where the existence of control is not apparent, althDugh
not in th(·~ sarn("; rules-basHd rnanrl(·)f' as und:·;!" curront
Canadian GAM). The I'espective guidance in SICi2
tocUS('~S on the:' substance of the activities Of";:1 Speciai
Purpos(·; Entity and a k(~y crltm'iof) tor the conclusion
on consolidation is the question which shareholder
in substance receives lhe majority of the benefits Of
th(~ activit.ie'.; of the Entity. (dther by leg,;1 riqhts or by
implemenling "n "autopilot" mechanism. An autopilot ;s
thereby defined as a policy guiding the ongoing activities
of the Sp(~(i3t Purpose Entity, v/hich cannot be !Ylodified
without the approval of !t~) creator or SPQI1SQt".

Exp()cted impact in the IFRS comparison period
2010; Durin~12010, t.he Company has entered inti!
two transactions which have been reviewed from a
consolidation pefspeclive und<:.'r the dlf'f(-~nm1 guidance
in Can~;d1an GAAP and !FRS:

11 On February 4.2010, Tirnminco and Strokkur
~nHrGY ehf. i'".Stn)kkur'l nn kolandk private (~ql1ity

finn, formed rhorsil ehf. l"Thorsil"1. "n icelandic
company. with TirnmincQ having subscribed tor 51 ey,)
of its share capitaL and Stn)kkur having ~)uhs(f"ib(·:d

for ;,9% of its share capitel. The board of Thor'sil is
comprised of an equal' number Of rE'presentalives
from both .sb~)reh(jld~~r5. Additionatly Tirnrninco is
ft:spoilsibte for the rnanagemt:nt or the operations
and has 03 slight majority of share ownership in

~~;~;~ ~ir~ t ~_il~ \:~11~~ ~ e~~!~~~: ~": ~ ~ ~.~~f(~ r~~ ~1~;;1 t~~~::~l:;:! ly
a sHicon melal p,-oducer, whereas the privalE'
(~~qllity partner is looking for a return on the capital
investrne·mt rrorn the p\;:HHli~d IG~tand a<:tivitit.:~:~,
Tilnminco has concluded that in substance lhe
majority of' the risks and rewards of Thorsil :H'C

with th(~ Cornpany and tht~l"efoft: witt consoUdatH
Thorsil in accordance with lAS 27 and SIC 12. Under
Canadian GAAP the Company has also concluded
on the": consotidation of Thersil. then:tof(~ the
~ifference5 in. the ~oi1s~Udation ac:countinfj rUtes
nave not resulted In a oi!'ferE'nt accounting in the
fhorstl case.

21 On October 1, 2010, the Company completed Its
production partnt.~rshlp transaction with 00\\1

ConJin9 in n~Sp('H;t of the siUcon rn~~ti-)t production
facilities in Bccancour, Quebec. As 03 re'sutt of the
dosing. [Jow Corning h~)s acquired iJ 491:/1) equity
intt:~l'(,:st in Dti(~iH~C Silicon, thH rH~W pr"odw::tl<)f)
partnership entity that owns the silicon metal
operations in Becancollr. Quebec. in conSideration
for net ci.;sh proce(~(b of approXjrYI;':-Jt{~ly

US$t.\O.1 million. 8ecancour Silicon has t'etained a
51% equity interesl 'n Qu6bE'c Silicon, as welt as all
of the solar gradt~ silicon purification open-ltions
and facilitios at the 8eci-)ncour site.
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Impact on Policy Adoption

For thE' neWly created QuebE'c Silicon Limited
Partnership, Tlrnminco has concluded. that in
accordance with lAS 27 and SIC 12, the Company
does nol control tile p<'1rt~ersh~PI bUl has joint
controt of Qu6bec Silicon In accordance v./ith 1/\531
for tl1(~ foUoWJt1i1 re<~~:;Dns;

a} Although the Company appoints 3 of 5 board
rnernbe-H's (the·~ other 2 are appoint{·~d by Dow
Corning) of the ueneral partner of Quebec
S'licon, all strategic dE'cislOns oi' thiS board
requir(.~ unanimous con!;(:nt (rorn lhi~ Tirnrninco
and Dow Cominu baal-d members. Thereto,"" all
strategic decisions need the support of al lf28St
onH board rnembr.~r f"rorn Dow Cornin9.

bl Although key managemenl members from
Tirnminco have beHn transferred to Quebec
SiUcon, pHrtlcjp~)tion r"i9hts of Dow Corning in
operation rJecisJons indic03te joint control. .

<:l In substance the borwfits i'low;nlJ fro'rl Qu;i;b~)c

S!ticon to its partners art' nearly equ!Jt~ beci.1usje
the whole silicon output from thH operations
an.~ alloc:atod 51":iJ and 49''l,~ !'(;spectivdy to UH~

partners. In addition, other benefits provided
aLso indicate in substance a shannQ of' aU risks
t:md n:wards of OueH){~c SEico!1. ~,

This conclLlsion for IF:FiS purposes is difi'erent
than trl("~ condu~;ion for Canadi<:irl SAAP purpos(·;s,
becausi;~ under AcG-15 Tirnrninco is qualiffed as the
primary benefciary of the variabLe interest entity.

The rnalnirnpact from the diffel~ent accountinq
handling IConsolidation ot Quebec Silicon under
Canadian GAAr.; Vt:'l'SL!S joint Control und\~r
IFi~Sl in t.h" tourth quarbr 2010 may result in
the recognition cr" a gain or loss from the l05s of"

~~,:~~.~~ :'~~ ~~ ~:~~; i~, :~~:) ~~~t~~t ~){~to~~~~ :.~! ~j~~ t;~~..~:~r~~~~;~r. ~ n
accordance with lAS 27.31;, this qain f!~orn the loss
of control would bec.8!cuL3b~d a's the difference,:
betwe·;en thf: Ti·)ir va{ue~ of the cash c()nsiei(.~ration

r.eceived from Dow Corninu plus the fair value of the
5H, ,nvestment retained In Quebec Silicon minus
the carrying value of the net assets transferred ~~!.)

Of October1, 2010 to Quebec Silicon. The Company
has applied lAS 2'7.34 and not SlCi3 "Jointly ,
ContrDlled Entilies-Non tvlonetarv Contributions
by V(~ntllrers" to thc,~ tran~;Hctii)n, b~e<:auso lAS 27:~~1;
deals specifically wilh the accounling for a loss ot
control in a subsidiary Of business and the-: existing
:;IC 13 'IIltH"protat!on wi\.! be replaced by the new
IAS8 standard for Joinl VenturE's, which is expected
for tinal approval 111 March 2011.

Expected futLlre.impa~t,;The different accountin9
trei::Hrnent of' QUl\bec Silicon under F:"f~S will resuU m
the recognition of the jointly <:ontrollHd (1ntity on an
equity basis (versus consolidation \.Jnder Canadian
GAAP)' Therefore Timminco is rei'lecting the results of
~uf:bec Silkon in the orH·; lint.~ adjlJstrnent tOl" ttw e~quity

investment instead Df consolidating the net assets and
results of the entity.
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Accounting
Policy Area Impact. on Policy Adoption

Accounting
Policy Area Impact on Policy Adoption

IA536­
Impairment
of Assets

ChoicHS~There are no policy cboices available
un(jpr IFRS,

Differences from existing Canadi,m GAAP:

Methodology
lAS 36 uses a {)n(~-~itep appro;:H:h lor both tr::~~:;tinfJ

for and D1easuring impairment, with asset carrying
valu~s compared din~ctty with Hie higher of fair valu(·~

I(~:~::; costs to !.;oll and v;:·::lue in US~~. Existint; C;:·madian
GAAP uses 3 two-step approach to impairment
testing. first CClrnpartng asset carrying values
wit.h undiscountHd future (ash flows to det(·~rrnine

whether irnooirment exists, and then measurino anY
impairment by comparing asset carrying value; with
(air vatues. This diffen~nc\:.~ CC:Ht result in situations
vJherp. a \Nritedvwn 1s necessary under LA.S 3b but not
under exist'ng Canadian GAAP.

Testing Level
lAS 36 requires Impairment testing to b(, performed
at tht~ cash ~.wncn;tinq unit l(~vel, v/hereas '::~xi::;t.in9

Canadian GAM' uses the concept of an asset group. r\S
of th·~ lnmsition dale, 0>; Company has ~;s5essed that
its ;.);:.sei. ~Jr"oup~:.; ;.:·md cHsh gt.~rH-~f"atin9 units arH t.h(o; s~.;r'l'1e

and, 3Gcor'dlrlgly, no differences have been idenUied in
this respect. The Company will assess this conclusion on
('){1 ongoing basis.

Reversal of vVritedowns
lAS 36 requires previous long term asset impairment
charges to be reversed where circurnstances have
chanqed such t.hat t.he ~'Jmount of irnpajrrrH-~nt h~·;s

been reduce-d. Canadian GAAP orohibits revef~5at of
impairment tosses. .

Allocation of Goodwill
Goodwitt must tH'}l frorn thl'? acquisition date, allocated
to each of the acquirer's (('15h Dt'merating unit:) that are
expected to benefit from the synergies of the business
combinations. in addition, tne cash generating units,
or ~F'oups of c~·)sh generating \1nit~~. to which ~iO()dwili

is allocated must represent the lowest tevel within the
enUty ~;t v.,Ih:ch the goodwill is moniton~d tor int(·~rni3l

rni3naq{·~lYl(·~nt purpos{·~s. but ,3tSO cannot b(·~ !~·}r]i·~r

than:an operat!:'l~~ segment determined in accordancH
with ,FFiS B,

Allocation of Corporate Assets
lAS 36 n~quir~~~:; Ci)rporatei:)!';'5(~t~:. not atready as~;e~;.!:;ed

for impairment to bf~ anocated to individual cash
g(£·f1er<.ltfng units "or impai!Tnent testing purposes, Due
to this n:quir::~!Ylent the c()rnp<~ny may aUt)c.ate Cflrtain
corpor~1te :assetslC'cat(HI in Be-cancour t.ind Trrnrninco to
H'€'·ca.sh gf2neratln"g Wilts descnbed above.

Expected transition impact:

Mt~th()do!.ogy

The Company does not expect this dif"ference to have
a rnatC:.~rial irnpact on UH~ transiticlrJ dat{~~ to IFRS
because raj the' fair value as deemed cost" election
is being used ;.0,' assets in the silicon metal operating
segment, and (bl the sota,' grade silicon apenlting
segrnent have alreNdy be<,n ,,;ubject to st<,p two of the
impairment tcst under existing Canadi<3n G/\AP as at
the transition date to IFRS,

Testing Level
As th{·~ Cornpany i-ltr(~ady ~';SS(·l~';~l(~S i!Y\p~'Jirrn(·~nt on
Canadian GAAP asset groups that are $[lnilar to
the level of the IFRS cash generating units, Ihis
dif"ference is not eXfH=cted ti) resuit in the recognition
of additional imp,';"iirrnenl expenses at the transition
date to IFRS.

Reversal of W!~itedo\ovns

As of transition date to IFRS, tn<) Company h,ls net
id(~ntifi(·!(l any opportunity to rt.~V(·H·se fonnt~r- {()n~.~ t~~rrn

asset impairment chal'ges.

Allocation of Goodwill
As at December 31. 200'), ~pproxirnal(~ly $4 milUon of
the ~~16 rrdi(Jrl goodwill c,lrrying valu(-, was a\[ocat"d
to the Canadian Gt\AP "solar purific~";tjon" reporting
unit. Approxirn31ety the sarne amount 1S (·~xpectt~d to
bH aUocat.Gd to the HP1 cash qeneratinq unit for' thi~

purposes of 1Ft-,S,

AUocation of C(lrporal{·~ Assels
Most of the Cornpany's corporale assets are cash and
t{·~f.FE:Y op(·}ratlon"~; which l~re individually test(·d for
irr:painlll?nt. Accordingly, these :assets are already
recorded at fa,r value at the transition date to lFRS
and th,'rel'o"e wiU not be alloc.ated to the cash
r~eneratingunit.s for impairrnent tesUn9,

Expected future impact:
Due to the uncertainty regarding the future operation
of the HPl and HP2 faCilities, there is a possibility of
further irnpainnent char!j<·lf.;, COl'lver'St~ty, if the rnarket
circumstances for solar grade silicon improve and
operations resume at the HP2 facility, tlie current
irnpainnenl to i3 r0~,;iduat vatu<:.~ of the-~ HP2 assets rn::;y
bt~ partly or completely reversed.

Since the Company r'eports IFRS compliant financial results
to AMG, management has determined that the current
information technology infrastructure should be sufficient

for IFHS conversion and ongoing reporting requirements,
Additional.ly, the Canadian accounting functions are awar-e
of IFf~S reporting r'equirernents in preparation fOl' a fonnal
implementation on ..January 1, 2011, It is not anticipated that
the implementation of 1f::RS will have a significant effect on
the Company's control environment, internal controls over
financial reporting or disclosure controls and procedures. The
implementation of IFRS is not anticipated to result in material
differences in the calculation of bank covenants as they are
currently defined in the Senior Credit Agreement.



Cautionary Note on Forward-Looking Information
This MD&A contains "forward-looking information",
including "financial outlooks", as such terms are defined in
appi.icable Canadian securities legislation, concerning the

Company's future financial or operating pedonnance and
other statements that express management's expectations 01'

estimates of future developments, circumstances or results,
Generally, forward-looking information can be identified by
the use of forward-looking terminology such as "expects",
"tar~lets", "believes", "anticipates", "budget", "scheduled",

"estimates", "forecasts", "intends", "plans" and variations of
such words, 01' by statements that certain actions, events or
results "may", "will", "could", "would" or "might" "be taken",

"occur" or "be achieved". Forvvard-looking information is

based on a numbel" of assumptions and estimates that, while

considered reasonable by management based on the business
and markets in which Timminco operates, ar'e inherently
subject to significant operational, economic and competitive

uncertainties and contingencies. Timminco cautions that

fon:Vi.lnHookin~i information involves known and unknown
risks, unce,'tainties and other factors that may cause
Trrnminco's actual results, performance or achievements to
be materially different from those expr'essed or implied by
such information, including, but not limited to: liquidity risks;
silicon metal supply commilments; production partnership
with Dow Corning; foreign currency exchange rates; long
lived asset impairment; pension risks; equipment failures,

downtime or inefficiencies; dependence upon power supply
for silicon metal production; pricing and availability of raw

materials; credit risk exposure; selling price of silicon metal;
transportation delays and disruptions; class action lawsuits;
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interest rates; future growth plans and strategic objectives;
production capacity expansion at the Becancour facilities;
environmental, health and safety laws and liabilities; climate
change; conflicts of interest; limited history with the solar

grade silicon business; selling price of solar grade silicon;
customer commitments; achieving and maintaining quality of
solar grade silicon; customer capabilities in producing ingots;
access to crystallization equipment; protection of intellectual

property rights; customer concentration. These factors are
discussed in greater detail in Timrninco's Annuallnforrnation
Form for the year ended December 31, 2010, which is
available on SEDAR via www.sedar.com. and above under the
heading "Risks and Uncertainties", Although Timminco has
attempted to identify important factors that could cause at:tual
results, performance or achievements to diffel" materially
from those contained in forward-looking information,

there can be othel' factors that cause results, per'fonnance
or achievements not to be as anticipated, estimated or

intended. There can be no assurance that such information
will prove to be accurate or that management's expectations
or estimates of future developments, circumstances or results
wil.[ materialize. t\ccordingly, readers should not place undue

reliance on forward-looking information. The forward-looking
information in this MD&/:I is made as of the date of this MD&/:I
and Timrninco disclaims any intention or obligation to update
or revise such information, except as required by applicable law.

Other Information
Additional information relating to the Company, including

the Company's Annual Information Form for the year ended
December 31, 2010, is available at www.sedal".com.



Timminco Limited
2010 Annual r~eport

rJ,58 439

Quarterly and Annual Financial Information

2009 2009------_._-_.__._-_.__._---------_.-----_._._- .._--_..._.._.
04 03 02 01 FY FY

30,797 25At.7 17.050 8.2fl6 23.,,38 132,997 74.:,21

21 2.013 14.007 14.106 30,1/:1

25,i,68 19,063 22,293 3'1:744 10/+.568

(14,142) 15.4421 18.(97) [10,257! 137.9381
7'14 17 {951j 9fj8 '798

113.3681 1~;,425! 19,01,81 [9,2991 {22 1S-10l 137.1401

155.6%1 131.9%1 197.7%1 f43.4 11uJ 151.0%1
rJrn';;; 0.8% 16.8%1 6.3%i 2.6 17v

(52.5%l 128.5%1 [40.6%1 [21;.6%! 13~i.5%)

162.4391 112,973) 118,4591 [10,5411 1104.4121

13,536) 11.2'781 15.095! 19.909!

[8,130! 16.769J [5,73!.,1 16,9641 12,013) (4- 1 2A3j 16,6811 128,0481 [19,9011

134.23:JI 19,704! 169,4031 118.5221 123,9801 122.317! 174)52) 113/,.2221

10,1;81 10.1:;1 10.20) [0.201 W.401 [L091

1255!

Magnesium/Other

Totd

Gross Profit ILv;;;;)'"

Siticon

Magneslurn!Other

Tolal

SHicon

Et·:;f"nings tlo.r,;sl per cornmon
:jhare. basic ~-Jnd dHuled

Gross Profit (LossJ r.)erG~nt:·)f.F/n

Silicon

Sates

Magnesium! Other

Tot,,1

N'lt Los,:;

Silicon

Magnesium

Corporote/Othel"

Totd

Vveiqhted ;3Vt~r;:';9E' number of
COrnn1;,1n shan1s oulstanding,
basic and diluted [OOG'sl"'!

EBITar,"!

SitiCl)ll

Magnesium

Corporate/Other

Total

Adiust~,d Incorm, ILo(;sf'

Silicon

Magnesium

Corporat,,/Othe,.·

Ti)t\~l

1(15)35

[3.688!

{4,278J

143,'71,8 122,925 117,868 108,8'71, 18i',167 123,448

[18.3(1) [9,9291 17.8411 (11)20) {/,7)911

11,1181 11.0971 11.1391 13,354)

869 ? "I:;l~ 19221 13,0881 21/,v,..) ........

117';,32) 17,6921 19,8601 [15,91.7! 138,9/;21 150,9311

15.1271 122,1791 113,4731 (11.8251 115,4511 138,6141 162.9281

li,1671 11.i381 11,1771 l:i,i.82)

13.4401 ilJi13! [1;.,2/,31 1~;,983) 127,0111 [1 ~;,179i

[25.619) 116,1531 117,2061 1n.611! 165,(25) 181.5891

30.833 11.870 29,3% 23.493 30,833

17,743! {1.7701 4,149

15,9801 1281 19'71 [1011 15,'1801

21+,853 4.099 271 527 27.5!.i1 18,762 21,.853

200,462 205.933 269,184 274,454 275,494 205.93:J

7.129 18.562 31,161.

3,975 1;,136 3,975

2{M.,369 209,908 280,41.9 293.016 306,658 209.908

36,226 40.:JEj 43.421 41.663 53,100 40,315

57,002 31;781 29,06/.j 33A98 28.716 70,529 47,106 34,213 5'1,002 28,'116

MagneSium

Corporale/Othe,­

Totd

Totat bank debt

Total long tern) liabilities

Magnesium

Corp orale/Other

Total

Working CapiliJllexctuding
avaibb!(·~ cash items .:md
interest bearing debt!

Silicon

Total ass(~ts

Silicon

{1] s(·;(~ Non-G,t:>,t\P accounting definitiow,;.
f21 nAn-not rn{·?,·)nln~.~fuL
131 No dividends were paid during any "r the quarters,
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Non-GAAP Accounting Definitions
Gross Profit (Loss) by Quarter and Year

Gross profit is not a recognized measure under' GAAP.
Management believes that, in addition to net income (loss),
gross profit is a useful supplemental measure as it provides

investors with an indication of the profits generated on
pr'oducts sold to customer's before corporate overhead

25,463 19,063 22,293 37,'lif./.. i32,997 104,568

38,836 2f;,Ml8 31,31.-1 47,043 155,807 11.1)08

113,3681 15,4251 19,0481 19.2'1'1) (22,81O! (37,1401

expenses, Investors should be cautioned, however, that gross

profit should not be construed as an alternative to net income
determined in accordance with GAAP as an indicator of the
Company's pr'ofitability, The Company's method of calculating
gro;.,s profit may differ from other companies and accordingly,

gross profit may not be comparable to measures used by
other companies. Gross profit is calculated as follows:.... . ._.. .._.__?~~~._._ .._...?:~l~~_?_ ...
01 04 03 02 01 FY FY

30,'797

33,177

12.3801

02

3/,309

32,899

1.410

04 03

36,916

12551 121,585)

IG/\D$OOO'sl

Sales

Normalized Gross Profit (Loss) for Silicon Metal

Product Lines
Normalized gross pr-ofit Iloss) for silicon metal product
lines ("normalized gross profit Iloss)"! is not a recognized
measure under GAAP. Management believes that, in addition

to net income [loss], normalized gross profit [loss] is a
useful supplemental measure as it provides investors with

an indication of the profits generated on the Company's core
silicon metal products sold to customers before cor'porato

ovel'head expenses, Investor's should be cautioned, however,

that normalized gross profit (loss) should not be construed
as an alternative to net income determined in accordance
with GAAP as an indicator of the Company's profitability, The

Company's method of calculating normalized gross profit
[loss! may differ from other companies and accordingly,
normalized gross profit [lossl may not be comparable to

measures used by other companies. Normalized gross profit
11055) is calculated as follows:

~~ormalized ~FoSS pro':,t for silicon metal pr'oduct lines

:..:lc:.;.'"-';.:;D:..:$:..:O;.:;'o.:...o.;:.·s:..:! ----'_

04

6,671

Gross profit-Siticon Group

Net realizable value provision relating to sol::;r grade siUcon inventories jncf(.:.'Jsing cosl of" Soles

Stand-down and other operating costs related to solar grade silicon

Norrn~·)tiiwd grO~~5 profit H()s~;J for s~licon mela! pr"oduct l.irw~; 938

2009 _,--,--20....;0....;'1_

04 FY FY
114,11,21 In,(010) (:37,'1:381

6,907 25,9'/7 8.0'l'!

2,381 1,,231

14,85/.1 7,398

EBITDA by Quarter and Year
E81TDA l"Earnings Before Interest, ·Taxes. Depreciation and

Amortization"! is not a recognized measure under GAAP.
Management believes that, in addition to nlCt income Ilossl,
EBITDA is 3 useful supplemental measure as It provides
investors with an indication of cash available for distribution
prior to debt sel'vice, past pension service obligations, capital
expenditures, income taxes and restructuring cash payments,

Investors should be cautioned, however, that EBITDA should

not be construed as an alternative to net income determined
in accordance with GAAP 3S an indicator of the Company's
profitability, Also, EBITDA should not be construed as an
alternative to cash flows from operating, investing and
financing activities as a measure of liquidity and cash Hovvs.
The Company's method of calculating EBITDA may differ'
from other companies and, accordingly, EBITDA may not be
comparable to measures used by other companies,
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EGITDA is calculated as follows;

39,0:i9

1.091 1,627

5.186

200'1

10

7,43f~

2,081,

"!:J,213

4,29~i

FY
1134.2221

7,210

2,827

1.780

698

Add backlsubtract);

Net toss

Amortization of ton~J tiv~~d assets

Reorganizatlon cos1.s

Environmental remediation costs

IrnpairlY1Gnt of Fundo

Los5 on disposal of
Magnflsiurn Group

Impairment of long lived assets

Loss Igain) on the sale of
property, plant and equipment

interest

Arnortiz~ltionof intan9ibte as~;els

Income taxes

Stock-based compen~;0tion

[l3ITDA

8,327 7,927

{3S,9~2j [50,93'1J

Normalized EBITOA for Silicon Metal Product Lines

Nor"malized EBITO!\ fOI' silicon metal product lines
("noITnalized EGITDA"j is not a reco9nized measllre under
GAAP, lvianagernent believes that, in addition to net income
!loss!. normalized EGITDA is a useful supplemental measure
as it provides investors wi1h an indication of cash available for
distribution from the Company's core silicon mfHal product
lines prior to debt service, past pension service obligations,
capital expenditures, income taxes and restructuring cash
payments. Investors should be cautioned, howevei-, that

normalized EGITDA should not be construed ,l!j an alternative

to net income determined In accordance with GAAP as an
indicator of the Company's profitability. Also, normalized
EBITDA should not be construed as an alternative to cash
Hows from operating, investing and financing activities as a
measure of liquidity and cash flows. The Company's method
of calculating normalized EGITDA may differ from other
companies and, accordingly, normalized EBITO.A may not be
comparable to measures used by other companies. Normalized
EBITDA is calculated as follows:

Nonnaliwd FHITD/\ for' Silicon metal product l;nes

E8ITDI\ --Silicon Group

Nel realizable value prevision relating to solar grade silicon inventories increasing co"t of sales

Stand'down and other operating costs related to solar grade silicon

Contract t(o~rrnin(3tfon s(-:tltt~rn~-}nts

Norrnalized EBITDA fOl" silicon rnetat product lines

2009

FY
127,491J i47,791J

6,907 25,977 8,079

2.381 4,231 36,530

:1,101 2,206 3,101

(5.9121 (81)
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Adjusted Income ILoss} by Quarter and Year
Adjusted income lloss] is not a I'ecognized measure under
GAAP. Management believes that, in addition to net income

!lossl. adjusted income lloss] is a useful supplemental measure
as it provides investors with an indication of ongoing income

excluding non-operational costs originating from dosed
facilities. Investors should be cautioned, however, that adjusted

incorne (loss) should not be construed as an alternative to net
incol11e determined in accordance with GAAP as an indicator
of the Company's profitability. The Company's method of
calculatll1g adjusted income lloss) may differ from other

companies and, accordingly, adjusted income 11.0551 may not be
compal'able to measures used by other companies. Adjusted
income 11.0551 is calculated as fol.lows:

5,186

1.780

698

39,039

2009

FY
!134,222)

27

7,567

(/;,8761

698

. ?Q..~.?-.
Q2 01 FY

123.980] (22,317; 174,7521

cO 1111 to

\Il 3,7:;2 £i06 4,293

2,180

17

132 133 132 1,091 1,627

[16,1531 (17.20(,) 122,611) 165.62q) tal,589)

Q:J

[18,522)

11'11

3,006

39.03'1

1,230

125,619)

8

7,567

...._ ..

M ~ m ill M
[19,910] (34,233] !9;'704] 169,403]

ICAD:£OOO' 5]

F~eorg ....mi2ation cost.s

Environmental n·;rnediation costs

Net loss

Add back!oubtractj·

Inconv?' tax{;.:~:;

Irnpa1rrnc:)nt of" Fundo

Impairment of tong ttved assets

L05S en dispOS3t of Magnesiurn
Gr'oup

Loss !~FJin) fJn the ~;ale of
prop(·~fly: pl~)I)t c:lnd equ;pn"H~nt
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YusufYannick Katirai, a .
Commissioner etc., Province of Ontano,
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Explreli Aprll12. 2013.
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Consolidated Balance Sheets
See Note 2 regarding Going Concern
As at
(unaudited)
(in thousands of Canadian· dollars)

March 31
2011

December 31
2010

January 1
2010
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ASSETS
Current Assets
Cash and cash equivalents
Restricted cash
Accounts receivable (Note 18)
Due from related companies (Note 14)
Inventories (Note 7)
Finished goods consigned to related company (Note14)
Prepaid expenses and deposits

Due from related companies (Note 14)
Long term receivables
Long term inventories (Note 7)
Property. plant and equipment (Notes 8)
Investments (Note 6)
Intangible assets (Notes 9 )
Goodwill (Note 25 a)

$ 963 7.483
27 105

7,979 12.365
3,371 2.172

13,477 14.473
4,445 4.530
1,573 1.365

31,835 42,493

1.275
1,272 1.275
2,264 2.874

58,910 ·59.826
43,088 43.171

2,6S0 3.231

140,019 154.145

1.170

11.007
209

39.797
8.262
1.494

61.939

1.282
26.597

163.914
222

7.875
16.827

278.656

LIABILITIES
Current Liabilities
Bank indebtedness (Note 10)
Accounts payable and accrued liabilities
Deferred revenue
Due to related companies (Note 14)
Other financial liabilities (Note 14)
Current portion of long term liabilities (Note 10)
Current portion of long term provisions (Note 11)

Due to related companies (Note 14)
Long term liabilities (Note 10)
Employee future benefits (Note 12)
Long term provisions (Note 11)

SHAREHOLDERS' EQUITY
Capital stock
Contributed surplus
Deficit
Equity attributable to owners of parent

Non-controlling interest (Note 15)

Total Equity

$
9,362 9.064
6,205 6.319
9,507 19.252
3,635 1.343
3,658 3.273
2,358 2.555

34,725 41.806

6,459 6,418
28,108 28.619
21,155 20.610

6,771, 6.855
97,218 104.308

310,777 310.777
14,253 13.320

(281,675) (273.650)
43,355 50.447

(554) (610)

42,801 49.837
140,019 154.145

40.315
19.627
10.070

5.117
471

38.824
4.366

118.790

128
36.249

7.432
162.599

285.205
9,438

(178.586)
116.057

116.057
278.656

The accompanying notes are an integral part of these consolidated financial statements
See Note 22 regarding Commitments. Contingencies and Guarantees.

On behalf of the Board ofDirectors:

(signed) Heinz C. Schimmelbusch

Dr. Heinz C. Schimmelbusch
Director

(signed) Mickey M. Yaksich

Mickey M. Yaksich
Director



Timminco Limited

Consolidated Statements of Operations and Comprehensive Loss
(unaudited)

Period ended March 3'
(m thousands of Canadian donars. except for lOss per share infOrmation

Sales

Cost of goods sold (Note 7 and 16 (0»

Gross margin

Administrative expenses
Other operating expenses (income) (Note 16 (a»

Operating profit (loss)

Finance costs (income) (Note' 6 (b»
Impairment loss on investment in Applied Magnesium

Share of net loss of ajointly controlled entity

Loss before income taxes

Income tax expense (Note 17)

Loss and total comprehensive loss for the period

Attributable to:
Owners of the parent
Non-controlling interests (Note 15)

Loss and total comprehensive loss for the period

loss per common share - basic and diluted

Weighted average number of common shares

outstanding - basic and diluted (Note 19)

The accompanying notes are an integral part of these consolidated financial statements.

2011

$ 23,918

23,147

771

3,648
1,251

(4,128)

3,701

222

30

(8,081)

(8,081)

(8,025)
(56)

(8,081)

$ (0.04) $

195,734,769

2010

30,797

36,911

(6,114)

4,353
(1,657)

(8,810)

1,826

(10,636)

(10,636)

(10.427)
(209)

(10,636)

(0,07)

160,470,031
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Timminco Limited

Consolidated Statements of Cash Flows
(unaudited)

Three months ended March 31
(in thousands of Canadian dollars)

Cash flows from (used in) operating activities
Net loss
Aqjustments for items not requiring cash

Amortization of property, plant and equipment (Note 8)
Amortization of intangible assets (Note 9)
Interest expense
Accretion of convertible debt
Stock-based compensation (Note 13)
Termination benefits (Note 12)
Fair value loss on financial instruments at fair value
Impairment of investment in Applied Magnesium
Accretion of provisions (Note 11)
Benefits plan expense
Share of net income of ajolntly controlled entity
Unrealized foreign exchange (gain) loss

Accrued employee future benefits paid
Expenditures charged against provisions (Note 11)

Change in non-cash working capital items
Decrease (increase) in restricted cash
Decrease in accounts receivable
Decrease in inventories
Increase in prepaid expenses and deposits
Increase in accounts payable and accrued liabilities
Decrease in related company balances (Note 14)
Increase (decrease) in deferred revenue

Cash used in investing activities
Capital expenditures (Note 8)

Cash flows from (used in) financing activities
Issuance of convertible bond
Decretlse in bank indebtedness
Funding from non-controlling interest
Decrease in long term receivable
Decrease in long term liabilities

Decrease in cash during the period

Cash, beginning of period

Cash, end of period

Supplemental cash flow information
Cash paid (received) during the period:

Interest
Income taxes

The accompanying notes are an integral part of these consolidated financial statements.

2011 2010

$ (8,081) $ (10,636)

930 3,171
581 706

839
304 283
742 1,003

1,341
2,292 (471)

222
45 49

272 443
76

(84) (1,127)
(1,068) (493)

(326) (401)

78 (639)
4,386 1,789
1,691 6,769
(208) (149)
298 482

(9,821) (203)

cJ.ffit 2,162
--6,444) 3,577

(14) (655)
(14) (655)

1,043
(4,089)

112
3 2

(177) (31)
(62) (3,075)

(6,520) (153)

7,483 1,170

$ 963 1,017

$ 1,015 $ 881
$ $ (101
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Timminco Limited

Consolidated Statement of Changes in Equity
As at March 31, 2011; March 31, 2010 and December 31,2010
(unaudited)
(in thousands of Canadian dollars)

Total

Contributed
attributable to Non-

Issued Capital
surplus

Retained earnings the equity controlling Total
holders of the interest

parent

As at January 1, 2011 $ 310.777 $ 13,320 $ (273,650) $ 50,447 $ (610) $ 49,837

Total comprehensive loss (8.025) (8.025) (56) (8,081)

Non-controlling interest investment - 112 112

Share-based payment transactions 933 933 933

As at March 31,2011 $ 310,777 $ 14,253 $ (281,675) $ 43,355 $ (554) $ 42,801

Total

Contributed
attributable to Non-

Issued Capital
surplUS

Retained earnings the equity controlling Total
holders of the interest

parent

As at January 1, 2010 $ 285.205 $ 9.438 $ (178,586) $ 116,057 $ - $ 116,057

Total comprehensive loss - (10,427) (10,427) (209) (10,636)

Common shares issued in settlement of repayment
12,726 - 12,726 12,726

liability

Common shares issued in settlement of trade payable 412 412 412

Share-based payment transactions 1.003 1,003 1,003

As at March 31,2010 $ 298,343 $ 10,441 $ (189,013) $ 119,771 $ (209) $ 119,562

Total comprehensive loss (84,637) (84,637) (401) (85,038)

Common shares issued for cash 12.434 12.434 12,434

Share-based payment transactions 2,879 2.879 2,879

As at December 31, 2010 $ 310,777 $ 13,320 $ (273,650) $ 50,447 $ (610) $ 49,837

~

~
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TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

1. ORGANIZATION

The consolidated financial statements of Timminco Limited ("Timminco" and, collectively with its consolidated
subsidiaries, the "Company") for the three months ended March 31, 2011 were authorized for issuance in
accordance with a resolution of the Audit Committee of Timminco on June 13, 2011. Timminco is incorporated
under the laws of Canada and its common shares are listed and publicly traded on the Toronto Stock Exchange.
The address of Timminco's principal office is at 150 King Street West, Suite 2401, Toronto Ontario Canada.

The Company's silicon metal and solar grade silicon operations are organized as the "Silicon Group", which is the
Company's only reporting segment. Up to September 30, 2010, the Company produced and sold silicon metal and
solar grade silicon products, through its wholly-owned subsidiary Becancour Silicon Inc. ("Becancour Silicon"). As of
October 1, 2010, the Company transferred ownership and operation of silicon metal production to Quebec Silicon
Limited Partnership ("Quebec Silicon"), which is a 51% owned production partnership accounted for by the
Company under the eqUity method. See Note 6 for further details. Accordingly, as of October 1, 2010, the
Company's operations consist of the purchase and resale of silicon metal and the production and sale of solar grade
silicon, and the results of Quebec Silicon's operations are not consolidated with the results of the Company's
operations.

See Note 18 and 21 for a discussion of the Company's liquidity and capital management strategy.

AMG Advanced Metallurgical Group N.V. ("AMG") is a significant shareholder of Timminco (see Note 14).

2. GOING CONCERN

The consolidated financial statements of the Company have been prepared on a going concern basis, which
contemplates the Company having sufficient liqUidity to realize its assets and to discharge its liabilities in the
normal course of business for the foreseeable future. However, the Company incurred net losses of $8.0 million for
the three months ended March 31, 2011 and $95.7 million for the year ended December 31, 2010. In addition,
Timminco has been named as a defendant in a proposed class action lawsuit and, while the timing and outcome of
such lawsuit are uncertain, the amount of any damages awarded could be substantial (see Note 22).

In the fourth quarter 2010, the Company fully repaid borrowings under its credit agreement with Bank of America
and established a new senior revolving credit facility with Bank of America for a further three years, and extended
the term of both its term debt due to Investissement Quebec and its convertible loan from AMG. As at March 31,
2011 the Company has no loan balance outstanding under its credit agreement with Bank of America. However the
Company has not achieved a level of sustained profitability and positive cash generation to operate without a
revolving credit facility, which the Company requires in order to finance working capital requirements, to fund long­
term obligations relating to reorganization costs, retirement benefits, contract termination settlements and
environmental remediation and to provide a liqUidity buffer (see Notes 18, 21 and 22).

Accordingly, the Company's ability to continue as a going concern is subject to achieving a level of sustained
profitability and positive cash generation which is subject to material uncertainty and these conditions may cast
significant doubt about the Company's ability to continue as a going concern. As a result, the Company may be
unable to continue to realize its assets and discharge its liabilities in the normal course of business. The
consolidated financial statements do not give effect to any adjustments to recorded amounts and their classification
which could be necessary should the Company be unable to continue as a going concern and therefore be required
to realize its assets and discharge its liabilities other than in the normal course of business and at amounts
different than those reflected in ttle consolidated financial statements (see also Notes 18 and 21).

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

For all periods up to and including the year ended December 31, 2010, the Company presented its financial
statements in accordance with Canadian Generally Accepted Accounting Principles ("Canadian GAAP"). These
financial statements for the three months ended March 31, 2011, are the first interim consolidated financial
statements the Company has prepared in accordance with International Financial Reporting Standards ("IFRS") as
issued by the International Accounting Standards Board ("IASB").

The notes presented in these interim consolidated financial statements are not fully inclusive of all matters that
would normally be disclos~d in the Company's annual audited financial statements including the disclosures
required by IFRS. Accordingly, these interim consolidated financial statements should be read in conjunction with
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TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

the disclosures included in the audited consolidated financial statements for the year ended December 31, 2010,
prepared in accordance with Canadian generally accepted accounting principles in effect for that period.

The Company has prepared these interim financial statements based on IFRS applicable for periods beginning on or
after January 1, 2011 as described in the accounting policies below. The Company's opening consolidated balance
sheet was prepared as at January 1, 2010, the Company's date of transition to IFRS. Note 24 explains the principle
adjustments made by the Company in restating its Canadian GAAP consolidated balance sheet as at January 1,
2010, and its previously published Canadian GAAP financial statements for the quarter ended March 31, 2010 and
year ended December 31, 2010, to be in compliance with IFRS.

(a) Basis of preparation
The consolidated financial statements are presented in Canadian dollars, which is the functional currency of
the parent company Timminco, and all values are rounded to the nearest thousand. They are prepared on
the historical cost basis except for derivative financial instruments and liabilities for cash settled share based
payment plans which are measured at fair value.

(b) Statement of compliance
These interim consolidated financial statements have been prepared in accordance with lAS 34, Interim
Financial Reporting ("lAS 34"), and are sUbject to IFRS 1, First-time Adoption of International Financial
Reporting Standards ("I FRS 1") as they apply to the period covered by the Company's first IFRS financial
statements for the year ending December 31, 2011. These interim financial statements have been prepared
in accordance with those IFRS standards and IFRIC interpretations issued and effective or issued and early
adopted as at the time of preparing these statements (June 2011). The IFRS standards and IFRIC
interpretations that will be applicable at December 31, 2011, including those that will be applicable on an
optional basis, are not known with certainty at the time of preparing these interim consolidated financial
statements. Accordingly, the accounting policies will be finalized when the first annual IFRS consolidated
financial statements are prepared for the year ending December 31, 2011. The policies described below
have been consistently applied to all the periods presented.

(c) Principles of consolidation
The consolidated financial statements include the accounts of Timminco and its directly or indirectly owned
subsidiaries. Subsidiaries are consolidated from the date of acquisition, being the date on which the
Company obtains control, and continue to be consolidated until the date that such control ceases. The
financial statements of the subsidiaries are prepared for the same reporting period as the Company, using
consistent accounting policies. All balances, income and expenses and unrealized gains and losses resulting
from intercompany transactions are eliminated in full.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. If the Company loses control over a subsidiary, it:

Derecognizes the assets (inclUding goodwill) and liabilities of the subsidiary
Recognizes the fair value of the consideration received
Recognizes the fair value of any investment retained
Recognizes any surplUS or deficit in profit or loss
Reclassifies the parent's share of components previously recognized in other comprehensive income
to profit or loss or retained earnings, as appropriate.

(d) Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The consideration for the acquisition
is measured as the fair value of the assets and equity instruments given and liabilities incurred or assumed
at thf3 date of exchange. An excess of the consideration over the fair value of the identifiable net assets
acquired is recorded as goodwill. Transaction costs that are incurred in connection with a business
combination are expensed as incurred.

Any contingent consideration is measured at the fair value on the acqUisition date and is included as part of
the consideration transferred. The fair value of a contingent consideration liability is re-measured at each
reporting date with the corresponding gain or loss being recognized in earnings.

Goodwill is initially measured at cost being the excess of the cost of the business combination over the
Company's share in the net fair value of the acquiree's identifiable assets, liabilities and contingent
liabilities. Any negative difference is recognized directly in the consolidated statements of operations and
comprehensive income/loss. If the fair values of the assets, liabilities and contingent liabilities can only be

2
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TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

calculated on a provisional basis. the business combination is recognized using provisional values. Any
aqjustments resulting from the completion of the measurement process are recognized within twelve
months of the date of acquisition.

After initial recognition. goodwill is measured at cost less any accumulated impairment losses. For the
purpose of impairment testing. goodwill acquired in a business combination is. from the acquisition date,
allocated to each of the Company's cash generating units ("CGUs") that are expected to benefit from the
synergies of the combination, irrespective of whether other assets and liabilities of the acquiree are
assigned to those CGUs. Where goodwill forms part of a CGU and part of the unit is disposed of. the
goodwill associated with the operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of operation. If the Company reorganizes its reporting structure in
a way that changes the composition of one or more CGUs to which goodwill has been allocated. the goodwill
is reallocated to the units affected. Goodwill disposed of or reallocated in these cases is measured based on
the relative values of the operation disposed of and the portion of the CGU retained or the relative value of
the part of the CGU allocated to a new CGU compared to the part remaining in the old organizational
structure.

On first-time adoption of IFRS, the Company elected not to apply IFRS 3 Business Combinations
retrospectively to acquisitions carried out before January 1, 2010. Accordingly, the goodwill associated with
acquisitions carried out prior to the IFRS transition date January 1, 2010, is carried at the amount reported
in the consolidated financial statements prepared under Canadian GAAP as of December 31. 2009.

(e) Interest in ajoint venture
The Company recognises its interest in ajointly controlled entity using the equity method. Under the equity
method. the investment in ajointly controlled entity is carried in the consolidated balance sheet at cost plus
post acquisition changes in the Company's share of net assets of the jointly controlled entity. The
consolidated statements of operations and comprehensive income/loss reflect the Company's share of the
results of operations of the jointly controlled entity. Where there has been a change recognized directly in
the equity of the jointly controlled entity. the Company recognizes its share of any changes and discloses
this, when applicable, in the statement of changes in equity.

The financial statements of the jointly controlled entity are prepared for the same reporting period as the
Company. Adjustments are made where necessary to bring the accounting policies in line with those of the
Company.

Adjustments are made in the Company's consolidated financial statements to eliminate the Company's
share of unrealized gains and losses on transactions between the Company and itsjointly controlled entity.

After application of the equity method, the Company determines whether it is necessary to recognize an
additional impairment loss on the Company's investment in its jointly controlled entity. The Company
determines at each reporting date whether there is any objective evidence that the investment in the jointly
controlled entity is impaired. If this is the case the Company calculates the amount of impairment as the
difference between the recoverable amount of the investment and its carrying value and recognizes the
amount in the consolidated statements of operations and comprehensive income/loss.

Upon loss ofjoint control the Company measures and recognizes its remaining investment at its fair value.
Any difference between the carrying amount of the investment at the time of loss of joint control and the
fair value of the remaining investment and proceeds from disposal is recognized in profit or loss. When the
remaining investment constitutes significant influence, it is accounted for as investment in an associate.

(f) Cash and cash equivalents
All highly liquid cash investments with an original maturity of three months or less when purchased are
considered to be cash equivalents. For the purpose of the consolidated statements of cash flows, cash and
cash equivalents consist of cash and short term deposits as defined above, net of outstanding bank
overdrafts.

(g) Inventory
Raw materials. work in process, finished goods and stores inventories are valued at the lower of cost and
net realizable value. using a weighted average cost. For work in process and finished goods. costs include
all direct costs incurred in production including direct labour. freight, directly attributable manufacturing
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TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per slwre amounts)

overhead costs based on normal operating capacity, and property, plant and. equipment amortization and
direct materials.

Inventories are written down to net realizable value when the cost of inventories is estimated to be
unrecoverable due to obsolescence, damage or declining selling prices. Net realizable value is the estimated
selling price in the ordinary course of business, less estimated costs of completion and the estimated costs
necessary to make the sale. When the circumstances that previously caused inventories to be written down
below cost no longer exist or when there is clear evidence of an increase in selling prices, the amount of the
write down previously recorded is reversed.

(h) Property, plant and equipment
Property, plant and equipment is stated at cost. net of any accumulated depreciation and any impairment
losses determined. Cost includes the purchase price, any costs directly attributable to bringing the asset to
the location and condition necessary and, where relevant, the present value of all dismantling and removal
costs. Borrowing costs are recognized for qualifying assets where construction commenced subsequent to
the IFRS transition date of January 1, 2010. Where m~or components of property, plant and equipment
have different useful lives, the components are recognized and depreciated separately. The Company
recognizes in the carrying amount of an item of property, plant and equipment the cost of replacing part of
such an item when the cost is incurred and if it is probable that the future economic benefits embodied with
the item can be reliably measured. Likewise, when a major inspection is performed, its cost is recognized in
the carrying amount of the plant and equipment as a replacement if the recognition criteria are satisfied. All
other repair and maintenance costs are recognized in the consolidated statements of operations and
comprehensive income/loss as an expense when incurred. Depreciation expense is recognized in the
consolidated statements of operations and comprehensive income/loss in the expense category consistent
with the function of the asset and is provided over the estimated useful lives of the assets as follows:
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Buildings

Roads and sidings

Plant equipment

Machinery and equipment under finance leases

26 to 50 years

50 years

2 to 60 years

10 years

An item of property, plant and equipment and any significant part initially recognized is derecognized upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising
on derecognition of the asset is included in the consolidated statements of operations and comprehensive
income/loss when the asset is derecognized.

Useful lives and methods of depreciation are reviewed at each financial year end, and adjusted
prospectively, if appropriate. No amortization is taken on construction in progress until the asset is ready for
management's intended use. Amounts representing direct costs incurred for m~or overhauls of furnaces are
capitalized and amortized over the estimated useful life of the components replaced.

(i) Intangible assets
Intangible assets acquired separately are measured on initial recognition at cost. The cost of an intangible
asset acquired in a business combination is its fair value at the date of acquisition. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and any accumulated
impairment losses. The useful lives of intangible assets are assessed as either finite or indefinite. The
Company currently does not hold any intangible assets with indefinite lives.

Intangible assets with finite useful lives are amortized over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The amortization
method and amortization period of an intangible asset with a finite useful life is reviewed at least annually.
Changes in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset are accounted for by changing the amortization period or method, as appropriate,
and are treated as changes in accounting estimates. The amortization expense on intangible assets with
finite lives is recognized in the consolidated statements of operations and comprehensive income/loss in the
expense category consistent with the function of the intangible assets.
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TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

Internally generated intangibles are capitalized when the product or process is technically and commercially
feasible and the Company has sufficient resources to complete development. The cost of an internally
generated intangible asset comprises all directly attributable costs necessary to create, produce, and
prepare the asset to be capable of operating in the manner intended by management. Amortization of an
internally generated intangible asset begins when the development is complete and the asset is available for
use. It is amortized over the period of expected future benefit. Amortization is recorded in cost of sales.
During the period of development, the asset is tested for impairment annually.

Intangibles are amortized on a straight-line basis over the estimated useful lives of the related assets as
follows:
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Technology

Deferred development costs

Customer relationships

10 years

3 years

10 years

Gains or losses arising from derecognition of an intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of the derecognized asset and are recognized in the
consolidated statements of operations and comprehensive income/loss when the asset is derecognized.

U) Impairment of non-financial assets
The Company assesses at each reporting date whether there is an indication that an asset may be impaired.
If such an indication exists, the Company estimates the asset's recoverable amount. This estimate is also
performed annually. The recoverable amount of goodwill as well as intangible assets not yet available for
use, is estimated at least annually. The recoverable amount is the higher of an asset's or CGU's fair value
less costs to sell and its value in use. Where the carrying amount of an asset or CGU exceeds its recoverable
amount, the asset or CGU is considered impaired and is written down to its recoverable amount.

Value in use is determined by discounting estimated future cash flows using a pre-tax discount rate that
reflects the current market assessment of the time value of money and the specific risks of the asset. In
determining fair value less costs to sell, recent market transactions are taken into account, if available. If no
such transactions can be identified, an appropriate valuation model has to be used. The recoverable amount
of assets that do not generate independent cash flows is determined based on the CGUs to which the asset
is allocated.

The Company bases its impairment calculation on detailed forecasts and calculations which are prepared
separately for each of the Company's CGUs to which the individual assets are allocated. These forecasts and
calculations generally cover a period of five years. For longer periods, a long term growth rate is calculated
and applied to project future cash flows after the fifth year.

An impairment loss is recognized in the consolidated statements of operations and comprehensive
income/loss if an asset's carrying amount or that of the CGU to which it is allocated is higher than its
recoverable amount. Impairment losses of CGUs are first charged against the carrying value of the goodwill
balance included in the CGU and then against the value of the other assets, in proportion to their respective
carrying amounts except an individual asset is not impaired below the greater of ZEro, its fair value less
costs to sell (if determinable) or VIU (if determinable). In the consolidated statements of operations and
comprehensive income/loss the impairment losses are recognized in those expense categories consistent
with the function of the impaired asset.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previously recognized impairment losses may no longer exist or may have decreased. If such
indication exists, the Company estimates the asset's or CGU's recoverable amount. A previously recognized
impairment loss is reversed only if there has been a change in the assumptions used to determine the
asset's recoverable amount since the last impairment loss was recognized. The reversal is limited so that
the carrying amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount
that would have been determined, net of amortization, had no impairment loss been recognized for the
asset in prior years. Such a reversal is recognized in the statement of income.

Goodwill is tested for impairment annually as at December 31 and when circumstances indicate that the
carrying amount may be impaired. Impairment is determined for goodwill by assessing the recoverable
amount of each CGU or group of CGUs to which the goodwill relates. Where the recoverable amount of the
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TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31,2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

CGU or group of CGUs is less than its carrying amount an impairment loss is recognized. Impairment losses
relating to goodwill cannot be reversed in future periods.

(k) Leases
The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at the inception date: whether fulfilment of the arrangement is dependent on the use of a
specific asset or assets or the arrangement conveys a right to use the asset.

Companvas a lessee:
Finance leases, .which transfer to the Company substantially all the risks and benefits incidental to
ownership of the leased item, are capitalised at the commencement of the lease at the fair value of the
leased property or, if lower, at the present value of the minimum lease payments. Lease payments are
apportioned between finance charges and reduction of the lease liability so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance charges are recognized in the consolidated
statements of operations and comprehensive income/loss.

Leased assets under finance leases are depreciated over the useful life of the asset. However, if there is no
reasonable certainty that the Company will obtain ownership by the end of the lease term, the asset is
depreciated over the shorter of the estimated useful life of the asset and the lease term.

Operating lease payments are recognized as an expense in the consolidated statements of operations and
comprehensive income/loss on a straight line basis over the lease term.

(I) Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as part
of the cost of the respective assets. All other borrowing costs are expensed in the period they occur.

The Company capitalizes borrowing costs for all eligible assets where construction was commenced on or
after the IFRS transition date January 1, 2010.

(m) Financial instruments
Financial assets and liabilities:
The Company classifies its financial instruments as (i) financial assets at fair value through profit or loss, (ii)
loans and receivables, or (iii) available for sale. and its financial liabilities as (i) financial liabilities at fair
value through profit or loss. or (ii) other financial liabilities. Derivatives are designated as hedging
instruments in an effective hedge. as appropriate. Appropriate classification of financial assets and liabilities
is determined at the time of initial recognition or when reclassified in the consolidated balance sheet.

All financial instruments are recognized initially at fair value pius, in the case of investments and liabilities
not at fair value through profit and loss. directly attributable transaction costs. Financial instruments are
recognized on the trade date. which is the date on which the Company commits to purchase or sell the
asset.

Financial assets at fair value through profit or loss:
Financial assets at fair value through profit or loss include financial assets held for trading and financial
assets designated upon initial recognition at fair value through profit or loss. Financial assets are classified
as held for trading if they are acquired for the purpose of selling or repurchasing in the near term. This
category includes derivative financial instruments· entered into that are not designated as hedging
instruments in hedge relationships as defined by lAS 39.

Financial assets at fair value through profit and loss are carried at fair value. Related realized and Llnrealized
gains and losses are included in consolidated statement of income in finance income or finance costs.

The Company has not designated any financial assets upon initial recognition as fair value through profit or
loss.

Derivatives embedded in !lost contracts are accounted for as separate derivatives and recorded at fair value
if their economic characteristics and risks are not closely related to those of the host contracts and the host
contracts are not held for trading. These embedded derivatives are measured at fair value with changes in
fair value recognized in the consolidated statements of operations and comprehensive income/loss.
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TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31, 2011.and 2010
(in thousands ofCanadian dollars, except where indicated and per share amounts)
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Reassessment only occurs if there is a change in the terms of the contract that significantly modifies the
cash flows that would otherwise be required.

Loans and receivables:
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Assets in this category include receivables. Loans and receivables are initially
recognized at fair value plus transaction costs. They are subsequently measured at amortized cost using the
effective interest method less any impairment. The effective interest amortization is included in finance
income in the consolidated statements of operations and comprehensive income/loss. The losses arising
from impairment are recognized in the consolidated statements of operations and comprehensive
income/loss in administrative expenses.

Available for sale financial investments:
Available-for-sale financial investments include eqUity and debt securities. EqUity investments classified as
available-for-sale are those, which are neither classified as held for trading nor designated at fair value
through profit or loss. Debt securities in this category are those which are intended to be held for an
indefinite period of time and which may be sold in response to needs for liquidity or in response to changes
in the market conditions.

After initial measurement, available-for-sale financial investments are subsequently measured at fair value
with unrealized gains or losses recognized as other comprehensive income/loss in the available-for-sale
reserve until the investment is derecognized, at which time the cumulative gain or loss is recognized in
other operating income, or until the investment is determined to be impaired, at which time the cumulative
loss is reclassified to the consolidated statements of operations and comprehensive income/loss in finance
costs and removed from the available-for-sale reserve.

Derecognition:
A financial asset is derecogriized when the rights to receive cash flows from the asset have expired or when
the Company has transferred its rights to receive cash flows from the asset.

Impairment of financial assets:
The Company assesses at each reporting date whether there is any objective evidence that a financial asset
or a group of financial assets is impaired. A financial asset or group of financial assets is deemed to be
impaired if. and only if. there is oQjective evidence of impairment as a result of one or more events that has
occurred after the initial recognition of the asset (an incurred 'loss event') and that loss event has an impact
on the estimated future cash flows of the financial asset or the group of financial assets that can be reliably
estimated.

For financial assets carried at amortized cost the Company first assesses whether objective evidence of
impairment exists individually for financial assets that are individually significant, or collectively for financial
assets that are not individually significant. If the Company determines that no objective evidence of
impairment exists for an individually assessed financial asset, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is, or continues to be, recognized are
not included in a collective Cissessment of impCiirment.

If there is oQjective evidence that an impairment loss has been incurred, the amount of the loss is measured
as the difference between the asset's carrying amount and the present value of estimated future cash flows.
The present value of the estimated future cash flows is discounted at the financial asset's original effective
interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the
loss is recognized in profit or loss. Interest income continues to be accrued on the reduced carrying amount
and is accrued using the rate of interest used to discount the future cash flows for the purpose of measuring
the impairment loss. The interest income is recorded as part of other income.

Loans and receivables together witl, the associated allowance are written off when there is no realistic
prospect of future recovery. If, in a subsequent period, the amount of the estimated impairment loss
increases or decreases because of an event occurring after the impairment was recognized, the previously
recognized impairment loss is increased or reduced by adjusting the allowance account. If a write-off is later
recovered, the recovery is credited to administrative expenses.
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For available-for-sale financial investments, the Company assesses at each reporting date whether there is
objective evidence that an investment or a group of investments is impaired. In the case of equity
investments classified as available-for-sale, oQjective evidence would include a significant or prolonged
decline in the fair value of the investment below its cost. 'Significant' is evaluated against the original cost of
the investment and 'prolonged' against the period in which the fair value has been below its original cost.
Where there is evidence of, impairment, the cumulative loss - measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that investment previously
recognized in the consolidated statements of operations and comprehensive income/loss - is removed from
other comprehensive income and recognized in the consolidated statements of operations and
comprehensive income/loss. Impairment losses on equity investments are not reversed through the
consolidated statements Of operations and comprehensive income/loss; increases in their fair value after
impairment are recognized directly in other comprehensive income. In the case of debt instruments
classified as available-for-sale. impairment is assessed based on the same criteria as financial assets carried
at amortized cost. However. the amount recorded for impairment is the cumulative loss measured as the
difference between the amortized cost and the current fair value. less any impairment loss on that
investment previously recognized in the consolidated statements of operations and comprehensive
income/loss. If, in a subsequent year. the fair value of a debt instrument increases and the increase can be
objectively related to an event occurring after the impairment loss was recognized in the consolidated
statements of operations and comprehensive income/loss, the impairment loss is reversed through the
consolidated statements of operations and comprehensive income/loss.

Financial liabilities at fair value tf7rough profit or loss:
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss. Financial liabilities are
classified as held for trading if they are acquired for the purpose of selling in the near term. This category
includes derivative financial instruments entered into by the Company that are not designated as hedging
instruments in hedge relationships as defined by lAS 39.

Gains or losses on liabilities held for trading are recognized in the consolidated statements of operations and
comprehensive income/loss.

The Company has bifurcated a derivative embedded in the convertible loan payable to AMG upon initial
recognition and is measuring such embedded derivative at fair value through profit or loss (Note 14).

Other Financial Liabilities:
Other financial liabilities are measured at amortized cost using the effective interest rate method. Financial
liabilities include long-term debt issued, which is initially measured at fair value determined as the
consideration received, net of transaction costs incurred. Transaction costs related to the long term debt
instruments are included in the value of the instruments and amortized using the effective interest rate
method., The effective interest expense is included in the finance cost in the consolidated statements of
operations and comprehensive income/loss.

Oerecognition:
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expires.

When an existing financial,liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified. such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new liability, and the difference in
the respective carrying amounts is recognized in the consolidated statements of operations and
comprehensive income/loss.

(n) Derivative instruments and hedge accounting
The Company uses derivative financial instruments such as forward currency contracts to hedge its foreign
currency risk. Such derivative, financial instruments are initially recognized at fair value on the date on which
a derivative contract is entered into and are subsequently remeasured at fair value on each reporting date.
Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when the
fair value is negative.

Commodity contracts that meet the definition of a derivative as defined by lAS 39 but are entered into in
accordance with the Company's expected purchase requirements are accounted for as derivatives.
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The Company analyses all its contracts, of both a financial and non-financial nature, to identify the existence
of any "embedded" derivatives. Embedded derivatives are accounted for separately from the host contract
at inception date when their risks and characteristics are not closely related to those of the host contracts
and the host contracts are hot carried at fair value.

Any gains or losses arising from changes in the fair value of derivatives are taken directly to the
consolidated statements of operations and comprehensive income/loss, except for the effective portion of
cash flow hedges, which is recognized in other comprehensive income. Hedges are classified as cash flow
hedges when hedging exposure to variability in cash flows that is either attributable to a particular risk
associated with a recognized asset or liability or a highly probable forecast transaction or the foreign
currency risk in an unrecognized firm commitment.

At the inception of a hedge relationship, the Company formally designates and documents the hedge
relationship to which the Company wishes to apply hedge accounting and the risk management objective
and strategy for undertaking 'the hedge. The documentation includes identification of the hedging
instrument, the hedged item or transaction, the nature of the risk being hedged and how the entity will
assess the effectiveness of changes in the hedging instrument's fair value in offsetting the exposure to
changes in the cash flows attributable to the hedged risk. Such hedges are expected to be highly effective in
achieving offsetting changes in cash flows and are assessed on an ongoing basis to determine that they
actually have been highly effective throughout the financial reporting periods for which they were
designated.

The effective portion of the gain or loss on the hedging instrument is recognised directly as other
comprehensive income in .the cash flow hedge reserve, while any ineffective portion is recognised
immediately in the consolidated statements of operations and comprehensive income/loss in other operating
expenses. Amounts recognised as other comprehensive income are transferred to the consolidated
statements of operations and comprehensive income/loss when the hedged transaction affects profit or loss,
such as when the hedged financial income or financial expense is recognised or when a forecast sale occurs.
Where the hedged item is the cost of a non-financial asset or non-financial liability, the amounts recognised
as other comprehensive income are transferred to the initial carrying amount of the non-financial asset or
liability.

If the forecast transaction or firm commitment is no longer expected to occur, the cumulative gain or loss
previously recognised in equity is transferred to the consolidated statements of operations and
comprehensive income/loss. If the hedging instrument expires or is sold, terminated or exercised without
replacement or rollover, or if its designation as a hedge is revoked, any cumulative gain or loss previously
recognised in other comprehensive income remains in other comprehensive income until the forecast
transaction or firm commitment affects profit or loss.

The Company has an embedded derivative in the convertible loan payable to AMG. This derivative is
accounted for as a separate instrument and is measured at fair value at each reporting date. Changes in fair
value are recognized in earnings.

(0) Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the consolidated balance
sheet if, and only if, there is a currently enforceable legal right to offset the recognized amounts and there
is an intention to settle on a net basis, or to realize the assets and settle the liabilities simultaneously.

(p) Fair value of financial instruments
Fair value is the estimated amount that the Company would payor receive to dispose of these contracts in
an arm's length transaction between knowledgeable, willing parties who are under no compulsion to act.
The fair value of financial instruments that are traded in active markets at each reporting date is determined
by reference to quoted market prices, without any deduction for transaction costs.

For financial instruments not traded in an active market, the fair value is determined using appropriate
valuation techniques that are recognized by market participants. Such techniques may include using. recent
arm's length market transactions; reference to the current fair value of another instrument that is
substantially the same; discounted cash flow analysis or other valuation models.

An analysis of fair values of financial instruments and further details as to how they are measured are
provided in Note 18.
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(q) Revenue recognition
Revenue is recognized when significant risks and rewards of ownership are transferred to the customer.
Revenue is recognized when products are shipped and the customer takes ownership and assumes risk of
loss, collection of the related receivable is probable, persuasive evidence of an arrangement exists and the
sales price is fixed or determinable.

The terms of the Company's contracts may provide certain customers with specified rights of return.
Revenue from such contracts is recorded net of an adjustment for estimated returns of material not meeting
contractual specifications. The Company's estimate of returns requires assumptions to be made regarding
the costs of re-working returned material to meet customer specification. Should these estimates change,
the return provision will be adjusted in the period.

Rental income arising from operating leases on investment properties is accounted for on a straight line
basis over the lease terms and included in other operating income.

(r) Foreign currency translation
These consolidated statements are presented in Canadian dollars, which is the functional currency of
Timminco. Each entity included in the consolidated financial statements determines its own functional
currency and measures items included in its financial statements using that functional currency.

Transactions in foreign currencies are initially recorded at the applicable functional currency rate prevailing
at the date of the transaction.

Monetary items are translated at the functional currency spot rate as of the reporting date. Exchange
differences from monetary items are recognized in profit or loss. Non-monetary items that are not carried at
fair value are translated using the exchange rate as at the date of the initial transaction. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rate at the date when
the fair value is determined.

The financial statements of entities with a functional currency different than the Canadian dollar are
translated to Canadian dollars using the current rate for assets and liabilities and average rates for revenues
and expenses. Exchange differences are recognized in other comprehensive income. On disposal of a
foreign operation, the component of other comprehensive income relating to that particular foreign
operation is recognized in the consolidated statements of operations and comprehensive income/loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value acjjustments to the carrying
amounts of assets and liabilities arising on the acqUisition are treated as assets and liabilities of the foreign
operation and translated at the closing rate.

(s) Earnings per share
The computation of earnings per share is based on the weighted average number of shares outstanding
during the year. Diluted earnings per share is computed in a similar way to basic earnings per share except
that the weighted average shares outstanding are increased to include additional shares assuming the
exercise of share options, share appreciation rights and convertible debt options, if dil:Jtive.

(t) Share based compensation plans
Directors, senior executives and key employees of the Company receive part of their remuneration in the
form of share based payment transactions, whereby their services are rendered in ccnsideration for eqUity
instruments or for cash settled instruments, or both.

In situations where eqUity instruments are issued and some or all of the goods or services received by the
Company as consideration cannot be specifically identified, the value of these goods or services received are
measured as the difference between the fair value of the share based payment transaction and the fair
value of any identifiable goods or services received at the grant date. This is then capitalized or expensed as
appropriate.

Equity-settled transactions:
The cost of eqUity-settled transactions is recognized, together with a corresponding increase in contributed
surplus, over the period in which the performance and/or service conditions are fulfilled.

The cumulative expense recognized for equity-settled transactions at each reporting date reflects the extent
to which the vesting period has expired and the Company's best estimate of the number of the shares that
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will Llltimately vest. The expense or credit recognized for a period represents the movement in cumulative
expense recognized at the beginning and end of that period and is recognized in the consolidated
statements of operations and comprehensive i.ncome/loss in the expense category consistent with the
function to which the equity-settled transaction pertains.

When options and other share-based compensation awards are exercised or exchanged, the amounts
previously credited to contributed surplus are reversed and credited to capital stock. The amount of cash, if
any, received from participants is also credited to capital stock.

Where the terms of an equity settled transaction award are modified, the minimum expense recognized is
the expense as if the terms had not been modified, if the original terms of the award are met. An additional
expense is recognized for any modification that increases the total fair value of the share based payment
transaction, or is otherwise beneficial to the employee as measured at the date of modification.

Where an equity settled award is cancelled, it is treated as if it vested on the date of cancellation, and any
expense not yet recognized for the award is recognized immediately. This includes any award where non­
vesting conditions within the control of either the Company or the employee are not met. However, if a new
award is substituted for the cancelled award, and designated as a replacement award on the date that it is
granted, the cancelled and new awards are treated as if they were a modification of the original award. All
cancellations of equity settled transaction awards are treated equally.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of
diluted earnings per share.

Cash settled transactions:

The cost of cash settled transactions is measured initially at fair value at the grant date, further details of
which are given in Note 13. This fair value is expensed over the period until the vesting date with
recognition of a corresponding liability. The liability is remeasured to fair value at each reporting date up to
and including the settlement date, with changes in fair value recognized in the consolidated statements of
operations and comprehensive income/loss in the expense category consistent with the function the
respective employee is engaged in.

(u) Employee future benefits
The Company operates defined benefit and defined contribution pension plans. The cost of providing
benefits under the defined benefit plans is determined separately for each plan using the projected unit
credit method. The Company's policy is to amortize net actuarial gains or losses in excess of 10% of the
greater of the accrued benefit obligations and the market value of assets over the expected average
remaining service life of the employees.

The past service costs are recognized as an expense on a straight line basis over the average period until
the benefits become vested. If the benefits have already vested, immediately following the introduction of,
or changes to, a pension plan, past service costs are recognized immediately.

The costs of the Company's defined benefit plans are determined periodically by independent actuaries. The
benefit plan costs charged to income for the period' include the cost of benefits provided for services
rendered during the period, using actuarial cost methods as permitted by regulatory bodies and
management's best estimates ofexpected plan investment performance, salary escalation and retirement
ages of employees. For the purpose of calculating the actual return on plan assets, those assets are valued
at fair value. For the purpose of calculating the expeCted return on plan assets, a market value of assets is
used.

The defined benefit asset or liability comprises the present value of the defined benefit obligation (using a
discount rate based on high quality corporate bonds), less past service costs and less the fair value of plan
assets out of which the obligations are to be settled. Plan assets are assets that are held by a long term
employee benefit fund or qualifying insurance policies. Plan assets are not available to the creditors of the
Company, nor can they be paid directly to the Company. Fair value is based on market price information
and in the case of quoted securities it is the pUblished bid price. The value of any defined benefit asset
recognized is restricted to the sum of any past service costs and the present value of nny economic benefits
available in the form ofrefunds from the plan or reductions in the future contributions to the plan.
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(v) Asset Retirement Obligations
The Company records the fair value of a provision for an asset retirement obligation in the year in which it is
incurred and when a reasonable estimate of fair value can be made. Asset retirement obligations are
provided for at the present value of expected costs to settle the obligation using estimated cash flows and
are recognized as part of the cost of that particular asset. The cash flows are discounted at a current pre-tax
rate that reflects the risks specific to the asset retirement obligation. Changes in the obligation due to the
passage of time are recognized in finance costs in the consolidated statements of operations and
comprehensive income/loss using the effective interest method. Changes in the obligation due to changes in
estimated cash flows are reviewed annually and recognized as an ac!.iustment of the carrying amount of the
related long-lived asset that is depreciated over the remaining life of the asset.

(w) Income Taxes
The Company is a taxable entity under the Income Tax Act (Canada) and applicable provincial income tax
legislation. Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the expected amount are those that are enacted or substantively enacted. at the reporting date in
the jurisdictions where the Company operates and generates taxable income. Current income tax relating to
items recognized directly in equity are recognized in equity and not in the consolidated statements of
operations and comprehensive income/loss. Management periodically evaluates positions taken in the tax
returns with respect to situations in which applicable tax regulations are suQject to interpretation and
establishes provisions where appropriate.

The Company follows the liability method of accounting for deferred taxes. Under this method, income tax
liabilities and assets are recognized for the estimated tax consequences attributable to the temporary
differences between the carrying value of the assets and liabilities on the consolidated financial statements
and their respective tax bases.

Deferred tax liabilities are recognized for all taxable temporary differences, except:
Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability
in a transaction that is not a business combination and, at the time of the transaction. affects neither
the accounting profit nor taxable profit or loss; and
In respect of taxable temporary differences associated with investments in subsidiaries and interests
injoint ventures. where the timing of the reversal of the temporary differences can be controlled and
it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences. carry forward of unused tax
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences. and the carry forward of unused tax credits and unused tax
losses can be utilized, except:

Where the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss; and
In respect of deductible temporary differences associated with investments in subsidiaries and
interests in joint ventures. deferred tax assets are recognized only to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit will be
available against which thetemporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each reporting date and are
recognized to the extent that it has become probable that future taxable profits will allow the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when
the asset is realised or the)i~bility is settled. based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date.

Deferred tClx relating to items recognized outside profit orloss is recognized outside profit or loss. Deferred
tax items are recognized in correlation to the underlying transaction either in other comprehensive income
or directly in equity.
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Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off
current tax assets against current income tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate
recognition at that date, would be recognized subsequently if new information about facts and
circumstances changed. The aqjustment would either be treated as a reduction to goodwill if it incurred
during the measurement period or in profit or loss.

Sales tax:
Revenues, expenses and assets are recognized net of the amount of sales tax except:

Where the sales tax incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case the sales tax is recognized as part of the cost of acquisition of the asset or
as part of the expense item, as applicable; and
Receivables and payables that are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the consolidated balance sheet.

(x) Provisions
Provisions are recognized when the Company has a present obligation, legal or constructive, as a result of a
past event. it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation. Where the
Company expects some or'all of a provision to be reimbursed, for example under an insurance contract, the
reimbursement is recognized as a separate asset but only when the reimbursement is virtually certain. The
expense relating to any provision is presented in the consolidated statements of operations and
comprehensive income/loss net of any reimbursement. If the effect of the time value of money is material,
provisions are discounted using a current pre-tax rate that reflects, where appropriate, the risks specific to
the liability. Where discounting is used, the increase in the provision due to the passage of time is
recognized as a finance cost.

4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the consolidated financial statements requires jUdgment and the use of estimates and related
assumptions to be made in applying the accounting policies that affect the reported amounts of assets, liabilities,
income, expenses and the disclosure of contingent liabilities. The estimates and related assumptions are based on
previous' experience and other factors considered reasonable under the circumstances, the results of which form
the basis of making the assumptions about carrying values of assets and liabilities that are not readily apparent
from other sources.

The followingjudgments and estimates in particular were made in the process of applying the accounting policies:
Judgment is required to fair value all silicon metal property, plant and equipment as of the IFRS transition
date January 1, 2010, using the fair value as deemed cost exemption from the retrospective application of
IAS 16 in accordance with IFRS 1.
Judgment is required to determine the amount of deferred tax assets that can be recognized, based upon
the likely timing and the level of future taxable income realized including the usage of tax planning
strategies,
Estimates are used when estimating the useful lives of property, plant and equipment and intangible
assets for the purpose of amortization, and when accounting for and measuring items such as inventory
allowances and allowances for doubtful debts.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognized in the period in which the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods. Judgments made by
management in the application of IFRS that have significant effect on the financial statements relate to the
following:

Impairment of non-financial assets
The Company's impairment test is based on value in use and fair value less cost to sell calculations that use a
discounted cash flow model. The cash flows are derived from the budget for the next five years and are sensitive to
the discount rate used as well as the expected future cash-inflows and the growth rate used for extrapolation
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purposes. The key assumptions used to determine the value in use or fair value less costs to sell for the different
CGUs, including a sensitivity analysis, are further explained in Note 25(a).

I ntangible assets - deferred development costs
Development costs are capitalized in accordance with the accounting policy in Note 3(i). Initial capitalization of
costs is based on managements' judgment that technical and economical feasibility is confirmed, usually when a
project has reached a defined milestone according to an established project management model. At March 31.
2011, the carrying amount of capitalized development costs was $2.126 (December 31,2010: $2,669, January 1,
2010: $5,263). This amount primarily includes costs related to the internal development of a new raw material
feedstock for solar grade silicon production and the crystallization and ingoting of solar grade silicon.

Useful life of key property, plant and equipment and intangible assets
The depreciation method and useful lives reflect the pattern in which management expects the asset's future
economic benefits to be consumed by the Company. Refer to Notes 3(h) and (I) for the estimated useful lives.

Provisions for litigation
The Company reviews outstanding litigation matters at each reporting date to assess whether a contingent liability
exists. In particular, judgment by management is required in the estimation of the probability of a liability existing.
Additionally. when the Company determines a liability eXists. it estimates the amount of any provision. These
estimates are based on assumptions about a number of factors and actual results may differ, resulting in future
changes to the provision.

Trade receivables
The Company reviews its individually significant receivables at each reporting date to assess whether an
impairment loss should be recorded in the consolidated statement of operations and comprehensive loss. In
particular, judgment by management is required in the estimation of the amount and timing of future cash flows
when determining the impairment loss. In estimating these cash flows. the Company makes judgments about the
borrower's financial situation and the net realizable value of collateral. These estimates are based on assumptions
about a number of factors and actual results may differ, resulting in future changes to the allowance. Refer to Note
18 for further details.

Fair value of financial instruments
Where the fair value of financial assets and financial liabilities recorded in the balance sheet cannot be derived from
active markets, they are determined using valuation techniques including the discounted cash flow models. The
inputs to these models are taken from observable markets where possible, but where this is not feasible, a degree
ofjudgment is required in establishing fair values. The judgmentsinclude considerations of inputs such as liquidity
risk. credit risk and volatility. Changes in assumptions about these factors could affect the reported fair value of
financial instruments. Refer to Note 18 for further details about the assumptions as well as sensitivity analysis.

Share based payments
The Company measures the cost of share-based transactions with employees by reference to the fair value of the
instruments granted. The fair value of equity-settled instruments is measured at the date at which they are
granted and not subsequently remeasured. The fair value of cash-settled instruments is remeasured at each
sUbsequent reporting date. Estimating fair value for share-based payments requires determining the most
appropriate valuation model. which is dependent on the terms and conditions of each grant. and the most
appropriate inputs tothe valuation model. including the expected life of the instrument, volatility and dividend
yield. Refer to Note 13 for further details.

Taxes
Uncertainties exist with respect to the interpretation of complex tax regulations. changes in tax laws, and the
amount and timing of future taxable income. Given the wide range of international business relationships and the
long-term nature and complexity of existing contractual agreements, differences arising between the actual results
and the assumptions made. or future changes to such assumptions. could necessitate future adjustments to tax
income and expense already recorded. The Company establishes. provisions, based on reasonable estimates. for
possible consequences of audits by the tax authorities of the respective countries in which it operates. The amount
of such provisions is based on various factors. such as experience of previous tax audits. and differing
interpretations of tax regulations by the taxable entity and the responsible tax authority. Such differences of
interpretation may arise on a wide variety of issues depending on the conditions prevailing in the respective
company's domicile. As the Company assesses the probability for litigation and subsequent cash outflow with
respect to taxes as remote, no contingent liability has been recognised. Deferred tax assets are recognised for all
unused tax losses to the extent that it is probable that taxable profit will be available against which the losses can
be utilised. Significant management judgment is required to determine the amount of deferred tax assets that can
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be recognised, based upon the likely timing and the level of future taxable profits together with future tax planning
strategies.

The Company has tax loss carry forwards. These losses relate to entities that have a history of losses, of which a
significant portion expire in the future and may not be used to offset taxable income elsewhere in the Company.
The entities have neither taxable temporary differences nor any tax planning opportunities available that could
partly support the recognition ofthese losses as deferred tax assets. Further details on taxes are disclosed in Notes
17 and 25(b).

Pension benefits
The cost of defined benefit pension plans and other post employment medical benefits and the present value of
these obligations are determined using actuarial valuations. An actuarial valuation involves making various
assumptions which may differ from actual developments in the future. These include the determination of the
discount rate, future salary increases, mortality rates and future pension increases. Due to the complexity of the
valuation, the underlying assumptions and its long term nature, a defined benefit obligation is highly sensitive to
changes in these assumptions. All assumptions are reviewed at each reporting date. In determining the appropriate
discount rate, management considers the interest rates of corporate bonds in the respective currency with at least
an AA rating, with extrapolated maturities corresponding to the expected duration of the defined benefit obligation.
The underlying bonds are further reviewed for quality, and those having excessive credit spreads are removed from
the population of bonds on which the discount rate is based, on the basis that they do not represent high quality
bonds. The mortality rate is based on publicly available mortality tables for Canada. Future salary increases and
pension increases are based on expected future inflation rates for Canada. Further details about the assumptions
used are given in Note 25(c).

Acquisition accounting
For acquisition accounting purposes, all identifiable assets, liabilities and contingent liabilities acquired in a business
combination are recognized at fair value at the date of acquisition. Estimates are used to calculate the fair value of
these assets and liabilities as of the date of acquisition.

5. STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but not yet effective up to the date of issuance of the Company's financial statements are listed
below. This listing is of standards and interpretations issued, which the Company reasonably expects to be
applicable at a future date. The Company intends to adopt those standards when they become effective.

IFRS 9 Financial Instruments: Classification and Measurement
IFRS 9 as. issued reflects the first phase of the lASS's work on the replacement of lAS 39 and applies to
classification and measurement of financial assets as defined in lAS 39. The standard is effective for annual periods
beginning on or after January 1, 2013. In subsequent phases, the lASS will address classification and
measurement of financial liabilities, hedge accounting and derecognition. The completion of this prQject is expected
in early 2011. The adoption of the first phase of IFRS 9 will have an effect on the classification. and measurement
of Company's financial assets. The Company will quantify the effect in col}junction with the other phases, when
issued, to present a comprehensive picture.

IFRS 10 Consolidated Financial Statements
IFRS 10 replaces the portion of lAS 27 Consolidated and Separate Financial Statements that addresses the
accounting for consolidated financial statements. It also includes the issues raised in SIC-12 Consolidation ­
Special Purpose Entities. What remains in lAS 27 is limited to accounting for subsidiaries,jointly controlled entities,
and associates in separate financial statements. IFRS 10 establishes a single control model that applies to all
entities (including "special purpose entities," or "structured entities" as they are now referred· to in the new
standards). The changes introduced byl FRS 10 will require management to exercise significant judgment to
determine which entities are controlled, and therefore are required to be consolidated by a parent, compared with
the requirements that were in lAS 27. Under IFRS 10, an investor controls an investee when it is exposed, or has
rights, to variable returns from its involvement with the investee and has the ability to affect those returns through
its power over the investee. This principle applies to all investees, including structured entities.

IFRS 10 is effective for annual periods commencing on or after January 1,2013. The Company is currently in the
process of evaluating the implications of this new standard, if any.

I FRS 11 Joint Arrangements
IFRS 11 replaces lAS 31 Interests in Joint Ventures and SIC-13 Jointly-controlled Entities - Non-monetary
Contributions by Venturers. IFRS 11 uses some of the terms that were used by lAS 31, but with different

15

462



TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

meanings. Whereas lAS 31 identified three forms of joint ventures (i.e., jointly controlled operations, jointly
controlled assets and jointly controlled entities), IFRS 11 addresses only two forms of joint arrangements Uoint
operations and joint ventures) where there is joint control. IFRS 11 defines joint control as the contractually
agreed sharing of control of an arrangement which exists only when the decisions about the relevant activities
reqUire the unanimous consent of the parties sharing control.

Because IFRS 11 uses the principle of control in IFRS 10 to definejoint control, the determination of whether joint
control exists may change. In addition, IFRS 11 removes the option to account for jointly controlled entities using
proportionate consolidation. Instead,jointly controlled entities that meet the definition of ajoint venture must be
accounted for using the equity method. For joint operations (which includes former jointly controlled operations,
jointly controlled assets, and potentially some former jointly controlled entities), an entity recognizes its assets,
liabilities, revenues and expenses, and/or its relative share of those items, if any. In addition, when specifying the
appropriate accounting, lAS 31 focused on the legal form of the entity, whereas IFRS 11 focuses on the nature of
the rights and obligations arising from the arrangement.

IFRS 11 is effective for annual periods commencing on or after January 1,2013. The Company is currently in the
process of evaluating the implications of this new standard, if any.

IFRS 12 Disclosure of Interests in Other Entities
IFRS 12 includes all of the disclosures that were previously in lAS 27 related to consolidated financial statements,
as well as all of the disclosures that were previously included in lAS 31 and lAS 28 Investment in Associates.
These disclosures relate to an entity'S interests in subsidiaries, joint arrangements, associates and structured
entities. A number of new disclosures are also required. One of the most significant changes introduced by IFRS 12
is that an entity is now reqUired to disclose thejudgments made to determine whether it controls another entity.

IFRS 12 is effective for annual periods commencing on or after January 1, 2013. The Company is currently in the
process of evaluating the implications of this new standard, which will be limited to disclosure requirements for the
financial statements.

IFRS 13 Fair Value Measurement
IFRS 13 does not change when an entity is required to use fair value, but rather, provides guidance on how to
measure the fair value of financial .and non-financial assets and liabilities when required or permitted by IFRS.
While many of the concepts in IFRS 13 are consistent with current practice, certain principles, such as the
prohibition on blockage discounts for all fair value measurements, could have a significant effect. The additional
disclosure requirements are substantial.

IFRS 13 is effective for annual periods commencing on or after January 1, 2013 and will be applied prospectively.
The Company is currently in the process of evaluating the implications of this new standard.

Deferred Tax: Recovery of Underlying Assets (amendments to lAS 12)
On 20 December 2010, the IASB issued Deferred Tax: Recovery of Underlying Assets (amendments to lAS 12)
concerning the determination of deferred tax on investment property measured at fair value. The amendments
incorporate SIC-21 Income Taxes - Recovery of Revalued Non-Depreciable Assets into lAS 12 for non-depreciable
assets measured using the revaluation model in lAS 16 Property, Plant and EqUipment. The aim of the
amendments is to provide a practical solution for jurisdictions where entities currently find it difficult and
suQjective to determine the expected manner of recovery for investment property that is measured using the fair
value model in lAS 40 Investment Property. lAS 12 has been updated to include:

A rebuttable presumption that deferred tax on investment property measured using the fair value model in
lAS 40 should be determined on the basis that its carrying amount will be recovered through sale; and
A requirement that deferred tax on non-depreciable assets, measured using the revaluation model in lAS 16,
should always be measured on a sale basis.

The amendments are mandatory for annual periods beginning on or after January 1, 2012, but earlier application is
permitted. This amendment is not expected to have any impact on the Company.

6. INVESTMENTS

(a) Interest in Jointly Controlled Entity
On September 30, 2010, Becancour Silicon transferred all the silicon metal operations in Becancour,
Quebec, to Quebec Silicon. On October 1, 2010 Dow Corning Corporation ("Dow Corning") acquired a 49%
equity interest in Quebec Silicon in consideration for net cash proceeds of approximately US$40.1 million.
Becancour Silicon retained a 51 % equity interest in Quebec Silicon, as well as all of the solar grade silicon
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purification operations and facilities at the Becancour site.

The Company has concluded. that, in accordance with lAS 27 and SIC 12, it does not control the
partnership, but hasjoint control of Quebec Silicon in accordance with lAS 31 for the following reasons:

Although Becancour Silicon appoints three of five board members (the other two are appointed by
Dow Corning) of the general partner of Quebec Silicon. all strategic decisions of this board require
unanimous consent from the Timminco and Dow Corning board members
Although key management members from Becancour Silicon have been transferred to Quebec Silicon,
participation rights of Dow Corning in operational deCisions indicatejoint control.
In substance the benefits flowing from Quebec Silicon to its partners are nearly equal, because the
silicon metal output from operations is allocated 51 % and 49% and risk and rewards are being
shared proportionately.

The Company accounts for its interest in Quebec Silicon using the equity method. The following sets out
the Company's 51% share of the statement of financial position of Quebec Silicon as at March 31.2011,
December 31. 2010 and January 1. 2010 and income and expenses of the jointly controlled entity for the
three months ended March 31. 2011, is included in the consolidated financial statements using the equity
method. is as follows:
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As at
December 31.2010

Share of thejoint venture's
consolidated balance sheet:

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Equity

$

$

As at
March 31, 2011

18,984

47,552

(13,523)

(8,871)

44,142

$

$

18,847

47,343

(13,166)

(10,037)

42.987

As at
January 1. 2010

$

$

Three months ended
March 31, 2011

Three months ended
March 31, 2010

Share of thejoint venture's revenue and profit:

Revenue

Cost of sales

Administrative expenses

Finance costs

Profit before tax

Income tax expense

Profit for the period from continuing operations

$

$

14,672

(14,232)

(228)

(97)

115

115

$

$

Quebec Silicon has no contingent liabilities as at March 31, 2011 and December 31, 2010.

The capital expenditure commitments of Quebec Silicon for the silicon metal operations as at March 31.
2011 amount to $800 (December 31, 2010: $1.312).

The Company recorded an impairment loss of $17,693 in the third quarter of 2010 when the operations of
Quebec Silicon qualified as assets held for sale. The impairment loss reflects a writedown of the carrying
value to fair value less costs to sell. This loss was calculated as the difference between the cash
consideration received from Dow Corning in the amount of $40,908. (US$ 40,106) plus the fair value of the
investment retained in Quebec Silicon in the amount of $42,601 minus the carrying value of the net assets
transferred to Quebec Silicon as of October 1, 2010 in the amount of $86,590, environmental provision of
$660 and the impairment of the carrying value of goodwill and intangible assets assigned to the silicon
metal CGU of $13,952.
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If the rolling average cost of production (per metric ton) for any 12-month period in the three year period
commencing October 1, 2010 (the "Post-Closing Period") is less than specified thresholds. then Dow
Corning will contribute to Quebec Silicon, for distribution to Becancour Silicon. a one-time payment of
additional consideration in accordance with an agreed formula. In addition. if during any consecutive six­
month period in the Post-Closing Period, the average annual production capacity of Quebec Silicon exceeds
47,000 metric tons of silicon metal. then Dow Corning will contribute to Quebec Silicon for distribution to
Becancour Silicon a further one-time payment of additional consideration calculated in accordance with an
agreed formula. The maximum amount that Becancour Silicon may receive upon achieving these
performance objectives is US$10,000.

(b) Investment in Applied Magnesium
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March 31, 2011 December 31,2010 January 1, 2010
Balance. beginning
of period $ 222 $
Impairment loss (222)
Balance, end of
period $ $

222

222

$

$

222

222

During the first quarter 2011, the Company impaired its investment in Applied Magnesium due to the
uncertainty of Applied Magnesium continuing as a going concern.

7. INVENTORIES

Inventory - current March 31,2011 December 31,2010 January 1. 2010

Raw materials $ $ $ 10,432

Finished goods 11,971 13.044 25.134

Stores inventory 1,506 1,429 4,231
Total inventories at the lower of cost and net
realizable value $ 13,477 $ 14,473 $ 39.797

Stores inventory includes minor spare parts and consumables for plant and equipment.

Cost of raw materials includes costs in bringing each product to its present location and condition. Cost of finished
goods and work in progress includes cost of direct materials. labour and a proportion of manufacturing overheads
based on normal operating capacity.

During the three months ended March 31, 2011. provisions of $nil (March 31. 2010 - $ 500) were recorded with
regards to silicon metal finished goods inventories.

The components of cost of goods sold, excluding depreciation and amortization, are as follows:

Three months ended
March 31

2011 2010

Inventory and overhead not capitalized to inventories $ 23,105 $ 31,543

Distribution costs 1,263 652
Drawdown of net realizable value provision for inventory
sold (239) (829)

Adjustment to net realizable value provision (2,493) 1,667

$ 21,636 $ 33.033

The Company's inventory of solar grade silicon was classified as a long-term asset as at December 31. 2010.
Future sales of this inventory will be recognized as revenue and inventory will be expensed at its net carrying cost.

Given low sales volume of the Company's solar grade silicon products, the need to meet prospective new
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customers' specifications and the uncertainty around the timing of future demand for the finished products,
management is not able to predict the volumes of the solar grade silicon inventory that may be sold in the near
term. Management believes that the timing of future sales of the Company's solar grade silicon product, including
from existing inventories, is principally dependent upon successful completion of the Company's continued product
and market development activities. As a result. the Company's existing inventory of solar grade silicon was
classified as a long-term asset at December 31, 2010.

During the first quarter 2011 the Company received purchase orders for quantities of solar grade silicon held in
inventory for shipment in the second quarter 2011. The Company has classified as current inventories the quantity
of solar grade silicon subject to these purchase orders at March 31, 2011. Additionally during the first quarter 2011
the Company processed certain quantities of solar grade silicon in the Becancour ingoting facility to meet future
expected demand from existing customers who had purchased similar products in the first quarter 2011. Finished
goods resulting from this processing are classified as current inventories at March 31, 2011.

Based upon solar grade silicon market conditions and the low level of sales of its solar silicon products during 2010,
the Company evaluated the carrying value of its solar grade silicon inventories during the year ended December
31. 2010 relative to their estimated net realizable value and recorded a provision of $ 13.570 to cost of goods sold.
However. notwithstanding such provision, the Company continues to pursue market and development activities in
respect of its solar grade silicon product line during 2011 and reversed net realizable value provisions amounting to
$2.278 during the three months ended March 31, 2011 (March 31, 2010 - $nil) based on sales and firm
commitments for sales for products which are held in inventory and that require no further processing. The
Company intends to further process a portion of its solar grade silicon inventories in future periods as demand
warrants to meet the enhanced specifications of its prospective new customers.

The Company had also accumulated a significant volume of by-product generated from the production of solar
grade silicon that was in the past utilized in the production of silicon metal. Following completion of the transaction
with Dow Corning. there was uncertainty regarding the use of this by-product in silicon metal production by Quebec
Silicon. DLiring the three months ended March 31, 2011, the Silicon Group reversed a provision of$241 (March 31,
2010 - charge of $338) related to the net realizable value of the by-product inventory which is classified as raw
materials. The charge/reversal of provision has been recorded to cost of goods sold. The Company sold a
significant portion of this inventory subsequent to the end of the first quarter 2011 and accordingly has classified
its net carrying value as current inventory at March 31. 2011.

Inventories - long term March 31, 2011 December 31. 2010 January 1, 2010

Raw materials $ 158 $ 120 $ 10,959

VVork in progress 1,214 1,214 5.187

Finished goods 892 1.540 10,451

$ 2,264 $ 2.874 $ 26,597

Inventories pledged as security:
Substantially all of the Company's inventories are pledged as security for the Company's obligation under the Loan
and Security Agreement dated December 15. 2010 with Bank of America, N.A. and under the term loan with
Investissement Quebec (see Note 10).
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8. PROPERTY, PLANT AND EQUIPMENT

Land BUildings Equipment Total

Cost:
Opening balance at
January 1, 2011 $ 1.434 $ 37,534 $ 84.353 $ 123.321

Additions 14 14
Balance at
March 31, 2011 $ 1.434 $ 37.548 $ 84,353 $ 123.335

Depreciation and
impairment:

Opening balance at
January 1, 2011 $ $ 3.812 $ 59,683 $ 63.495
Depreciation charge
for the period 302 628 930
Balance at March 31,
2011 $ $ 4.114 $ 60,311 64.425

Net book value at
January 1, 2011 $ 1.434 33.722 27,670 $ 59,826
Net book value at
March 31, 2011 $ 1.434 $ 33.434 $ 24,042 $ 58,910
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Land BUildings Equipment
Leased

Equipment
Construction

in progress Total

49,015 $ 165,976 $

73 910

(47)

245 $ 218,525

983

(47)

Cost:

Opening balance at
January 1, 2010 $

Additions

Disposals

Disposal to Quebec
Silicon

3,077 $

(1,643) (11,554) (82,486)

212 $

(212) (245) (96,140)

Balance at
December 31,
2010 $ 1,434 $ 37,534 $ 84,353 $ $ $ 123,321

Depreciation and
impairment:

Opening balance at
January 1, 2010 $

Depreciation
charge- for the year

Disposals

Disposal to Quebec
Silicon

Impairment

$ 2,462 $

1,615

(334)

69

52,149 $

8,938

(31 )

(6,101)

4,728

$

27

(27)

$ 54,611

10,580

(31 )

(6,462)

4,797

Balance at
December 31,
2010 $ $ 3,812 $ 59,683 $ $ $ 63,495

Net book value at
January 1, 2010 $ 3,077 $ 46,533 $ 113,827 $ 212 $ 245 $ 163,914

Net book value at
December 31,
2010 $ 1,434 $ 33,722 $ 24,670 $ $ $ 59,826

The Company regularly assesses its long lived assets for impairment. As at December 31, 2010, the Company
impaired the carrying value of solar grade silicon property, plant and equipment related to the CGU known as the
"HP1" solar grade silicon purification facility in the amount of $3,156 and the CGU known as the "HP2" solar grade
silicon purification facility in the amount of $1,572 (see Note 25). These impairment expenses have been
recognized in the consolidated statements of operations and comprehensive income/loss in impairment of long
lived assets. Also, the carrying value of buildings at the Company's former magnesium manufacturing facility at the
Haley, Ontario site was reduced by $69 in 2010 which was recorded as an impairment of long lived assets.

Property. plant and equipment pledged as securitv:
Substantially all of the Company's land, buildings and equipment are pledged as security for the Company's
obligations under the Loan and Security Agreement dated December 15, 2010 with Bank of America, N.A. and
under the term loan with Investissement Quebec (see Note 10).
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9. INTANGIBLE ASSETS

Customer
Technology relationships

Internally
generated

intangible assets Total

469

Cost:

Opening balance at January 1, 2010 $ 4,000 $ 1,500 $ 6.831 $

Disposal silicon metal operations (4.000)
Balance at December 31, 2010 and March
31.2011 $ $ 1,500 $ 6,831 $

12.331

(4.000)

8,331

Internally
Customer generated

Technology relationships intangible assets Total

Amortization and impairment:

Opening balance at January 1, 2010 $ 2.100 $ 788 $ 1,568 $ 4.456

Amortization charge for the year 400 150 2.277 2.827

Impairment loss 317 317

Disposal silicon metal operations (2,500) (2,500)

Exchange differences

Balance at December 31. 2010 $ $ 938 $ 4.162 $ 5.100

Amortization charge for the period 38 543 581

Balance at March 31. 2011 $ $ 976 $ 4,705 $ 5.681
';.'.:

Net book value at January 1, 2010 $ 1,900 $ 712 $ 5,263 $ 7,875

Net book value at December 31, 2010 562 2,669 3,231

Net book value at March 31, 2011 $ $ 524 $ 2,126 $ 2,650

As at December 31. 2010, the Company impaired the carrying value of solar grade silicon intangible assets related
to the CGU known as the "HP1" solar grade silicon purification facility in the amount of $317 (see Note 25(a».
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10. INTEREST BEARING LOANS AND BORROWINGS
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March 31, 2011 December 31, 2010 January 1, 2010

Senior Credit Facility $ $ $ 40,315

Long term liabilities

IQ Term Loan

Repayment Liability
(January 1, 2010 - €9,397)

Capital lease and other

Contract termination claims (Note 11)

Thorsil Bond

Less current portion

$

$

26,371 $

4,282

1,113

31,766

3,658

28,108 $

26,318 $ 24,666

14,096

190

4,460

1,114

31,892 38,952

3,273 38,824

28,619 $ 128

Interest expense for the three months ended March 31, 2011 includes interest on long term liabilities of $896
($1,076 for three months ended March 31, 2010).

Senior Credit Facility
On December 15, 2010, Becancour Silicon executed a Loan and Security Agreement (the "Senior Credit
Agreement") with Bank of America, N.A., Canada branch (the "Bank") which replaced the Company's revolving
credit facility that expired on the same day. The Senior Credit Agreement consists of a three-year revolving credit
facility (the "Senior Credit Facility") of up to $20,000, suQject to a borrowing base and terminates on December
15, 2013. Becancour Silicon may borrow under the Senior Credit Facility in US dollars or Canadian dollars, as
prime rate loans, base rate loans, UBOR loans or BA equivalent loans, and may use the Senior Credit Facility to
refinance existing indebtedness, issue standby or commercial letters of credit, and finance on-going working capital
needs. Amounts borrowed as prime rate loans under the Senior Credit Facility bear interest at the Canadian prime
rate plus an applicable margin of 2.75%, suQject to adjustment. Such interest rate totaled 5.75% as at March 31,
2011.

Availability under the Senior Credit Facility is equal to the borrowing base minus the sum of (i) the aggregate
outstanding amounts borrowed under such facility, which was nil as at December 31, 2010 and March 31, 2011,
(iI) any borrowing base reserve applied by the Bank from time to time, and (iii) the amount of the availability
block, which is currently $5,000. The borrowing base continues to be based on the value of the Becancour Silicon's
inventories and receivables, sUbject to caps on the advance rates and eligibility criteria. In determining the
borrowing base, the Bank may rely on reports or analyses provided by the Company (including a borrowing base
certificate), or by third parties on behalf of the Bank, regarding such inventories or receivables. The Company files
borrowing base certificates with the Bank currently on a monthly basis.

The Company is required to maintain certain minimum EBITDA levels, on a cumulative year-to-date basis as at
each month end, and to restrict capital expenditures to certain maximum levels, also on a cumulative year-to-date
basis as at each month end, throughout the term. The definition of EBITDA, for the purposes of the financial
covenants in the Senior Credit Agreement. has been amended to exclude certain non-cash charges arising in
connection with the Company's transition to IFRS. The Company is also subject to restrictions on distributions and
dividends, acquisitions and investments, asset dispositions, indebtedness, liens and affiliate transactions.

The Senior Credit Facility does not have a minimum fixed charge coverage ratio covenant. However, in the event
that the Company achieves a certain minimum fixed charge coverage ratio, the availability block will be reduced to
$2,000 and, depending on the extent and timing of any improvements in such ratio, the applicable margin on the
interest rate, as well the unused line fees payable under the Senior Credit Facility, will also be reduced.

The Company's assets, including Becancour Silicon's equity interests in Quebec Silicon, continue to be pledged as
security for the Company's obligations under the Senior Credit Facility. Accounts receivable are required to be
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forwarded to a lockbox or deposited in a blocked account, and Bank of America will have the ability to exercise
cash dominion if excess availability is less than $5,000 or upon the occurrence of a default. Timminco 11as also
guaranteed all obligations of Becancour .Silicon under the Senior Credit Facility.

A default under the Senior Credit Agreement could trigger an event of default under the cross-default provisions of
the Term Loan Agreement (see below) and the AMG Convertible Note (see Note 14), subject to the provisions of
the postponement agreements executed by the Bank with each of Investissement Quebec and AMG, and
Becancour Silicon, in respect thereof. Also, a default under either the Term Loan Agreement or the AMG
Convertible Note could trigger an event of default under the cross-default provisions of the Senior Credit
Agreement.

Going forward, the borrowing base and availability under the Senior Credit Facility, and the Company's ability to
comply with its financial covenants under the Senior Credit Agreement, are sUbject to material uncertainty and
risk. Any material adverse developments in the Company's business, results of operations or liqUidity could enable
the Bank to declare an event of default under the Senior Credit Agreement and demand repayment of all
outstanding indebtedness (see Note 2).

IQ Term Loan
In July 2009, Becancour Silicon received a loan from Investissement Quebec ("IQ") in the principal amount of
$25,000 (the "Term Loan"). The proceeds of the Term Loan were used for general working capital purposes,
including repayment of amounts borrowed under the Company's revolving credit facility. The Term Loan is also
secured by a guarantee from Timminco and a charge upon Becancour Silicon's assets, and is subordinated to the
obligations of the Company to the Bank under the Senior Credit Agreement.

The Term Loan is interest-bearing at a variable rate of Bank of Canada prime plus 9%, which is currently 12% per
annum, with interest payable monthly until maturity. In March 2010, IQ agreed to defer interest payments for the
six month period from February 1, 2010 to July 31, 2010. Deferred interest of approximately $1,400 is payable
August 31, 2011.

The loan agreement with IQ in respect of the Term Loan (the "Term Loan Agreement") includes certain annual
financial and other covenants in respect of Becancour Silicon, including a minimum working capital ratio and a
maximum long-term debt to net eqUity ratio. All interCompany indebtedness due from Becancour Silicon to
Timminco is treated as eqUity, for the purposes of the long-term debt to net eqUity covenant. In addition, all such
intercompany indebtedness has been extended, and payment thereon has been postponed pending payment in full
ofall amounts due and owing under the Term Loan.

On December 15, 2010, IQ agreed to an eight-year extension of the maturity date of the Term Loan from August
31, 2011 to July 16, 2019. The Term Loan is repayable in fixed, consecutive monthly installments of $175,
starting on August 31, 2012, and additional annual installments, due on June 30 of each year, in amounts based
on a percentage of Becancour Silicon's defined adjusted cash flow for the preceding fiscal year, starting on June
30, 2013. The first annual installment will be 12.5% of such acjjusted cash flow for fiscal year ended December 31,
2012, and each annual installment thereafter will be 30% of such acjjusted cash flow. As well, Becancour Silicon is
obligated to remit half of any future earn-out payments received from Dow Corning as repayment under the Term
Loan (see Note 6(a».

A default under the Term Loan Agreement or the guarantee from Timminco could trigger an event of default under
the cross-default provisions of the Senior Credit Agreement (see above) and under the cross-default provisions of
the AMG Convertible Note (see Note 14). Also, a default under the Senior Credit Agreement or the AMG
Convertible Note could trigger an. event of default under the cross-default provisions of the Term Loan Agreement,
subject to the provisions of the postponement agreements executed by the Bank with each of IQ, AMG and
Becancour Silicon, in respect thereof.

Going forward, Becancour Silicon's ability to comply with its financial covenants under the Term Loan Agreement is
subject to uncertainty and risk. Any material adverse developments in the Company's business, results of
operations or liqUidity could cause a circumstance that may enable IQ to declare an event of default under the
Term Loan Agreement and demand repayment of all outstanding indebtedness.

Repayment Liability
During 2009, in connection with the settlement of a solar grade silicon customer contract termination claim,
Becancour Silicon agreed to a repayment schedule and terms for an outstanding deposit received in 2008, which
amounted to €8,808 ($13,862) (the "Repayment Liability") at that time. As at December 31, 2009, the Repayment
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Liability was $14,096 (€9,397), including accrued interest of $1,023 (€682). No cash payments were made in
respect of the Repayment Liability during 2009.

On March 26, 2010, Timminco issued approximately 15.9 million common shares, representingjust less than 10%
of its total issued and outstanding common shares to the customer, in settlement of substantially all of the
Repayment Liability, which was $13,372 (€9,665) at that time. In settlement of the balance of the Repayment
Liability, the customer also received a promissory note of €525, which was a direct, unsecured obligation of
Timminco, payable in nine equal monthly installments of €58. starting April 30, 2010. The promissory note was
paid in full as of December 31, 2010.

Thorsil bond
Thorsil ehf ("Thorsil"), a m~ority-controlled Icelandic subsidiary of Timminco, has issued a US$1,000 convertible
bond dated February 22, 2010 (the "Thorsil Bond") to Strokkur Energy ehf ("Strokkur"), the proceeds of which
have been fully and exclusively used to fund preliminary expenses for a potential silicon metal capacity expansion
project in Iceland. The Thorsil Bond bears interest at 12% per annum, payable on maturity and is a direct
obligation of Thorsil. Timminco does not have any cash repayment liabilities under the Thorsil Bond. However, the
Thorsil Bond is convertible, at Strokkur's option, into Thorsil common shares at a nominal value, or into common
shares of Timminco at a conversion price that is the lesser of $1.09 per share and the 5-day weighted average
trading price per share on the Toronto Stock Exchange ("TSX") on the date of notice of conversion, with the US
dollar amount converted into Canadian dollars at a fixed exchange rate of US$0.95. Strokkur's notice of
conversion is due no later than ten days prior to the maturity date of the Thorsil Bond.

Since (i) the maturity date of the Thorsil Bond depends on the outcome of negotiations for a long-term power
contract for the Iceland prqject, and (ii) Thorsil and Orkuveita Rey~avikur, an Icelandic power company, had, by
May 31,2011, neither signed a long-term power contract for the Iceland project nor agreed to a new deadline for
doing so, the maturity date of the Thorsil Bond is currently June 30, 2011 and the outstanding principal and
interest of the Thorsil Bond will be reduced by 10%. However, Thorsil, Timminco and Strokkur are currently in
negotiations to amend the Thorsil Bond', for the purposes of (i) extending the maturity date beyond June 30, 2011,
and linking it to certain deadline dates relating to a potential long-term power contract for the Iceland project, (ii)
and avoiding a 10% reduction in .the outstanding principal and interest and a conversion of the Thorsil Note on
June.30, 2011.

11. LONG TERM PROVISIONS

March 31, 2011 December 31, 2010 January 1, 2010

Provision for reorganization $ 642 $ 719 $ 745

Provision for environmental remediation 8,487 8,691 8,602

Provision for contract termination claims 2,451

9,129 9,410 11,798

Less current portion 2,358 2,555 4,366

$ 6.771 $ 6,855 $ 7,432

Provision for reorganization
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Three months ended
March 31, 2011

Year ended
December 31, 2010

Balance, beginning of the period

Costs recognized

Amounts charged against provision

Balance, end of the period

$

$

719

(77)

642

$

$

745

(26)

719

The prOVision for reorganization relates to the closure of Aurora, Colorado facility in 2009 which manufactured
magnesium anodes and extruded products. The Company's reorganization liabilities are recorded at the
anticipated cash outflow.
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Provision for environmental remediation
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Three months ended
March 31, 2011

Year ended
December 31, 2010

Balance, beginning of the period

Costs recognized

Accretion

Amounts charged against provision

Balance, end of the period

$

$

8,691

(13)

45

(236)

8,487

$

$

8,602

1,096

200

(1,207)

8,691

The provision for environmental remediation relates to remediation of a silica fumes disposal site associated with
the silicon metal manufacturing facility in Becancour, Quebec, the closure of the former magnesium manufacturing
facility in Haley, Ontario, and 49% of the indemnification by Becancour Silicon to Quebec Silicon related to
undertakings in connection with the environmental certificate of authorization granted to Quebec.

Environmental remediation costs, including accretion, are disclosed in other operating expenses in the consolidated
statement of operations. The Company's environmental liabilities are discounted using risk free discount rates of
0.98% - 3.77% for periods to 2029.

Provision for contract termination claims

Balance, beginning of the year

Costs recognized

Amounts charged against provision

Classified as long term liability (see Note 10)

Balance, end of the period

Three months ended
March 31, 2011

$

$

$

$

Year ended
December 31,2010

2,451

2,206

(197)

(4,460)

The Company has negotiated settlement agreements with certain suppliers to resolve claims arlsltlg from the
termination of contracts relating to Becancour Silicon's commitments to purchase certain equipment, supplies and
services relating to its solar grade silicon purification facilities. The Company has recorded a liability related to
these matters. Upon finalization of settlement of agreements, these provisions have been classified as financial
liabilities.

12. EMPLOYEE BENEF ITS

Pension and post retirement benefits

Termination benefits

March 31, 2011 December 31, 2010 January 1, 2010

$ 18,724 $ 19,380 $ 34,236

2,431 1,230 2,013

$ 21,155 $ 20,610 $ 36,249

The Company proVides pension or retirement benefits to substantially all of its employees in Canada through group
RRSPs, non-registered employee savings plans, and a defined contribution and defined benefit pension plans,
based on length of service and remuneration. The Company also sponsors a contributory defined benefit pension
plan and other retirement benefits for certain of its eligible employees (see Note 25(c)).

Termination benefits relate to the-closures of the Company's former magnesium manufacturing facilities in Aurora,
Colorado, in 2009, the prior closure of operations at the Haley, Ontario facility, certain accrued retirement
obligations for former employees of the Haley facility and a termination agreement with a former president and
chiefoperating officer of the Company. The future period costs of these obligations have been discounted at the
rate of high quality corporate bonds and will continue until 2021. During the three months ended March 31, 2011,
Company has accrued an additional $1,341 (nil for three months March 31, 2010) which relates to a change in
actuarial estimate for retirement benefits relating to a former chief executive officer of the Company.
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13. SHARE BASED COMPENSATION PLANS

(a) Share option plans
The Company has a share option plan for key employees originally established in 2004 (the "2004 Option
Plan"), as well as another share option plan established in 2008 (the "2008 Option Plan"), both of which
were amended and restated in March 2011 to:

decrease the number of common shares of Timminco ("Common Shares") available for issuance under
the 2008 Option Plan by 3,000,000 Common Shares (from 10,000,000 Common Shares to 7,000,000
Common Shares);
increase the number of Common Shares available for issuance under the 2004 Option Plan by
3,000,000 Common Silares (from 8,448,175 Common Shares to 11,448,175 Common Shares);
provide that, with respect to any options that expire under the 2008 Option Plan without the recipient
having purchased all of the Common Shares which he was entitled to purchase, the remaining
Common Shares shall not be available for re-issuance under the 2008 Option Plan; and
provide that the number of Common Shares reserved for issuance under the 2004 Option Plan shall be
increased by an amount equal to the number of Common Shares that otherwise would have become
available for issuance under the 2008 Option Plan as a result of options expiring without the recipient
having purchased all of the Common Shares which he was entitled to purchase.

All awards are accounted for under the fair value method. Under the fair value method, compensation cost
is measured at fair value at the grant date by graded vesting tranche using a Black-Scholes option pricing
model. Compensation cost is recognized in the respective expense category by function on a straight-line
basis over each tranche's graded vesting period, net of estimated forfeiture, with a corresponding increase
to contributed surplus. Consideration paid on the exercise of stock options is recorded as share capital.

Options are granted at the discretion of the Board of Directors or its compensation committee, at an
exercise price no less than the closing price of the common shares on the Toronto Stock Exchange on the
last trading day preceding the day of grant. Options granted under the 2004 Option Plan vest equally over
a four year period, with the initial 25% vesting after the first anniversary of the grant date, and expire
seven years after the grant date, whereas options granted under the 2008 Option Plan have a nine-year
vesting schedule with 50% becoming exercisable after the fifth anniversary of the grant date, and the
remaining 50% vesting equally on the sixth through ninth anniversary dates and expire ten years after the
grant date.

A summary of the status of the options under both the 2004 Option Plan and the 2008 Option Plan is
presented below:

Three months ended Year ended
March 31, 2011 December 31, 2010

Weighted Weighted
Shares Average Shares Average
(OOO's) Exercise Price (OOO's) Exercise Price

Outstanding, beginning of
period 13,908 $ 4.90 .12,235 $ 5.45

Granted 320 $ 0.53 1,737 $ 0.90

Expired (1,010) $ 0.96 $

Forfeited $ (64) $ 1.26

Outstanding, end of period 13,218 $ 5.08 13,908 $ 4.90
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At March 31, 2011, the number of Common Shares subject to options outstanding and exercisable under
both option plans was as follows:

Weighted
Outstanding Weighted Weighted Exercisable Average

Options Average Average Options Exercisable
Price Range (OOO's) Exercise Price Remaining Life (OOO's) Price

$0.29 to $0.59 3,335 $ O. 44 3.60 2,365 $ 0.46

$1.23 to $2.57 1,953 $ 1.52 5.73 543 $ 1.62

$7.64 to $15.45 7,930 $ 7. 94 7.24 528 $ 10.70

13,218 $ 5.08 6.10 3.436 $ 2.22

As of March 31, 2011, the maximum number of Timminco Common Shares that may be reserved for
issuance pursuant to options granted under both the 2004 Option Plan and the 2008 Option Plan is
18.448,175, representing 9.4% of the issued and outstanding Common Shares on that date.

The following tables list the inputs to the model for the three months ended March 31 2011 and year ended
December 31, 2010:
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Dividend yield (%)

Expected volatility (%)

Risk-free interest rate (%)

Expected life of the options (years)

Weighted average share price ($/share)

Model used

March 31, 2011

120.58 - 131.18

2.91 ·3.21

5.69 - 6.88

0.53

Black-Scholes

December 31, 2010

118.4-119.8

2.91 - 3.0

5.27 - 6.82

0.34

Black-Scholes

The expected life of the options is based on historical data and current expectations and is not necessarily
indicative of exercise patterns that may occur. The expected volatility reflects the assumption that the
historical volatility over a period similar to the options is indicative of future trends, which may also not
necessarily be the actual outcome.

Compensation cost for the three month period ending March 31, 2011 $742 (March 31, 2010 - $1,003)
relating to the two option plans is recognized in the expense lines related to the function of the respective
employee.

(b) Deferred share unit plan
Timminco has a deferred share unit plan (nDSU Plan") for members of its Board of Directors. Under the
DSU Plan, each director is required to receive a minimum of 40% of his or her annual compensation in the
form of notional common shares of Timminco called deferred share units (nDSUs"). The issue price of each
DSU is equal to the market value of a common share which, for the purposes of the DSU Plan, is based on
the weighted average share price at which Timminco's common shares trade on the Toronto Stock Exchange
(nTSX") during the five trading days prior to the last day of the quarter in which the DSUs are issued. A
director may elect to have up to 100% of his or her compensation in the form of DSUs. DSUs are fully
vested at the date of issuance.

DSUs are only redeemable in cash, upon each director's retirement or resignation from the Board of
Directors of Timminco. The value of the DSUs, when redeemed in cash, will be equivalent to the market
value of the common shares at the time of redemption. DSUs are recognized as liabilities and compensation
is measured at fair value, with remeasurement occurring at each reporting date. Since DSUs are fully vested
at the date of issuance, both the initial fair value and any subsequent changes in fair value are recognized
immediately. The value of the outstanding DSUs as at March 31, 2011, is $952 (December 31, 2010 ­
$594), representing the equivalent of 2,070.447 (December 31, 2010 - 1,801,033) common shares of
Timminco. Compensation cost for three month period ending March 31, 2011 of $379 (March 31, 2010 ­
$29) is recognized in the statements of operations and comprehensive loss in administrative expenses.
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(c) Performance share unit plan
Timminco has a performance share unit plan ("PSU Plan") for key employees of the Company. Under the
PSU Plan. each employee who is awarded performance share units ("PSUs") may be entitled to receive a
cash payment if certain minimum performance conditions are achieved at the conclusion of a three year
performance period. The value of each PSU will be based on the market value of a Timminco common share
at the time of redemption. multiplied by a performance factor that is determined by the relative
performance of Timminco's total shareholder return versus the return of a composite benchmark index.
established at the time of the award of the PSUs. PSUs are only redeemable in cash. are sUbject to three
year vesting. and may be paid before the end of the performance period and without regard to the
performance conditions or the performance factor in certain extraordinary circumstances. During the three
month period ended March 31. 2011. no PSUs were awarded (March 31 2010 - 2.436.900 PSUs for the
performance period ending 2012). Compensation cost and changes in the value of PSUs are recognized in
the statements of operations if management estimates that. as at the financial statement date. the future
minimum performance conditions will be satisfied at the end of the three year performance period (for the
three months ended March 31.2011 - $184 and March 31. 2010 - $206). The accrual for the outstanding
PSUs as at March 31. 2011 and December 31. 2010 were $428 and $244 respectively.
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PSUs granted

Less PSUs cancelled
Outstanding units as at
March 31. 2011

2010 PSU awards

2.346.900

590.100

1.756.800

2009 PSU awards

771.800

148.200

623.600

Total

3.118,700

738.300

2.380.400

The expense recognized for employee services received during the period. which is included in selling and
administrative expenses in the statement of operations. is shown in the following table:

Three months ended
March 31, 2011

Three months ended
March 31. 2010

Expense arising from share option plans

Expense arising from DSUs

Expense arising from PSUs
Total expense arising from share-based payment
transactions

14. RELATED PARTY DISCLOSURES

$

$

742

379

184

1,305

$

$

1.003

29

206

1.238

The financial statements include the financial statements of the Company and each of the subsidiaries listed in the
following table:

% equity interest

Name of subsidiary

Becancour Silicon Inc.

Thorsil ehf

Country of Incorporation

Canada

Iceland
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March 31. 2011

100%

51%

December 31. 2010

100%
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The following table provides the total amounts receivable from and payable to related parties:

Due from related companies-
current March 31, 2011 December 31. 2010 January 1. 2010

Due from AMG Conversion $ 70 $ $ 64

Due from ALD 26 145

Trade receivable from Quebec Silicon 725 896

Notes receivable from Quebec Silicon 2,550 1.275

$ 3,371 $ 2,172 $ 209

Due from related companies- long
term March 31, 2011 December 31. 2010 January 1. 2010

Notes receivable from Quebec Silicon 1,275

$ $ 1,275 $

Due to related companies- current March 31, 2011 December 31. 2010 January 1, 2010

AMG Convertible Note $ $ $ 4.657

Due to AMG Conversion 331 346 449

Due to AMG 8 8 8

Due to Quebec Silicon 9,086 18.841

Indemnification liability to Quebec Silicon 37 37

Due to ALD 45 20 3

$ 9,507 $ 19,252 $ 5,117

Due to related companies- long term March 31, 2011 December 31, 2010 January 1, 2010

AMG Convertible Note $ 3,537 $ 3,539 $

Indemnification liability to Quebec Silicon 2,922 2.879

$ 6,459 $ 6,418 $

Other financial liability March 31, 2011 December 31. 2010 January 1. 2010
AMG Convertible Note embedded
derivative $ 3,635 $ 1,343 $ 471

$ 3,635 $ 1,343 $ 471

The following tables provide the total sales to and purchases from related parties:

Three months ended Three months ended
Sales to related companies March 31, 2011 March 31.2010

AMG Conversion $ 62 $ 604

Sudamin 2,843

ALD 11

Dow Corning 3,345 4.385

$ 3,418 $ 7.832
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Three months ended Three months ended
Purchases from related companies March 31, 2011 March 31, 2010

AMG Conversion $ 352 $ 131

RW Silicium 35

ALD 9

Quebec Silicon 16,545

$ 16,897 $ 175

Quebec Silicon and Dow Corning
On October 1, 2010, Dow Corning acquired a 49% equity interest in Quebec Silicon, the production partnership
entity that owns the silicon metal operations in Becancour, Quebec, in consideration for net cash proceeds of
approximately US$40,1 06. Becancour Silicon retained a 51 % equity interest in Quebec Silicon, as well as all of the
solar grade silicon purification operations and facilities at the Becancour site. Quebec Silicon is classified as ajointly
controlled entity of the two venturers (see Note 6(a».

Quebec Silicon's production output is subject to a supply agreement among Quebec Silicon, Becancour Silicon and
Dow Corning (the "Supply Agreement"). The Supply Agreement allocates all of the silicon metal production output
of Quebec Silicon, which will be based on an initial annual production capacity of 47,000 metric tons of silicon
metal, between Becancour Silicon and Dow Corning, proportional to their equity interests in Quebec Silicon. All
production output will be sold by Quebec Silicon to each of Becancour Silicon and Dow Corning at a price equal to
the actual full production cost per metric ton for the quarter plus a fixed mark-up.

To fUlfill Becancour Silicon's supply commitments to its third party end-customers during the fourth quarter 2010
and the first quarter 2011, less than 49% of Quebec Silicon's production was allocated to Dow Corning in each
quarter. Quebec Silicon has agreed to allocate more than 49% of its output to Dow Corning starting in the second
quarter of 2011 to replace such shortfall in accordance with an agreed formula. If any shortfall from the fourth
quarter 2010 remains at the end of 2012, Becancour Silicon has agreed to pay Dow Corning for such remaining
shortfall at prevailing market prices.

Certain designated non-union employees of Quebec Silicon (the "Shared Employees") allocate a specified
percentage of their time to perform specified services for Becancour Silicon. Such allocations of time and services
are to be reviewed and aqjusted quarterly. In addition, Becancour Silicon is entitled to certain use and access
rights in respect of Quebec Silicon's information technology and related systems and networks. Quebec Silicon also
provides processing and handling services for Becancour Silicon in respect of silicon metal that Becancour Silicon
may choose to buy from third parties from time to time, and resell to its end-customers. In consideration,
Becancour Silicon reimburses Quebec Silicon for the prorated portion of all salary and benefits paid to the Shared
Employees and of all costs and expenses associated with such systems and services. For the three months ended
March 31, 2011, such amounts totaled $812.

Pursuant to an agency services agreement, Becancour Silicon acts as Quebec Silicon's agent with respect to the
sale of by-products produced by Quebec Silicon for a commission to be paid quarterly. For the three months ended
March 31, 2011, such amounts totaled $53.

Quebec Silicon's governance agreements provide that, upon the occurrence of certain insolvency-related default
events affecting either Becancour Silicon or Dow Corning, the non-defaulting party has the right to purct,ase the
defaulting party's equity interests. in Quebec Silicon.

Quebec Silicon has a Loan Agreement with Dow Corning dated October 1, 2010 (the "Loan Agreement") that
provides for a revolving credit facility of up to $10,000 to fund Quebec Silicon's. working capital requirements.
Outstanding amounts bear interest at a variable rate of Canadian prime plus 2%, which is payable quarterly.

On December 10, 2010, Becancour Silicon and Dow Corning loaned an aggregate of $5,000 to Quebec Silicon, in
principal amounts that were proportional to their equity interests in Quebec Silicon. In consideration, Quebec
Silicon issued to each of Becancour Silicon and Dow Corning two promissory notes with maturity dates of April 1,
2011 and March 30, 2012, respectively, and bearing interest at 5% per annum. Subsequent to the first quarter
2011, Quebec Silicon repaid the l10tesdue in April 2011 in the amount of $2,500.
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AMG Advanced Metallurgical Group
AMG Advanced Metallurgical Group N.V. ("AMG") is a significant shareholder in the Company. As at March 31,
2011, AMG directly held 83,146,007 common shares Timminco, representing 42.5% of the total issued and
outstanding shares at that time.

AMG Convertible Note
In December 2009, Becancour Silicon issued a convertible promissory note to AMG in consideration for a loan of
US$5,OOO (the "AMG Convertible Note"). On December 15, 2010, Becancour Silicon and AMG executed an
amended and restated AMG Convertible Note, that extended the maturity date of the AMG Convertible Note by
three years, from January 3, 2011 to January 3, 2014, aqjusted the conversion rate, and commencing January 1,
2011, set the interest rate at 14%, payable monthly in arrears, starting on January 1, 2011.

The AMG Convertible Note is repayable, in whole or in part and without penalty, at Becancour Silicon's option, to
the extent that the availability under the Senior Credit Facility exceeds $5,000, both during the 90 days before and
immediately after such repayment, provided that the Company has also satisfied a minimum fixed charge coverage
ratio, over the previous 12 months and on a pro forma basis after giving effect to such repayment, and is also not
in default under the Senior Credit Facility. Becancour Silicon is also required to pay AMG, as a partial or whole
prepayment of the principal amcunt due under the AMG Convertible Note and on a quarterly basis, an amount
equal to either: (i) one half of tile availability under the Senior Credit Facility in excess of $5,000, where the
principal amount then outstanding is greater than such excess availability amount; or (ii) all of the principal amount
then outstanding, where such principal amount is less than the amount of availability under the Senior Credit
Facility in excess of $5,000. In each case, such prepayment is suQject to any prior exercise of AMG's conversion
right, as well as satisfaction of the other conditions in respect of optional prepayments. Given the possibility of
repayment priOr to maturity, theAMG Convertible Note has been recorded as a current liability.

Up to the full principal amount of the AMG Convertible Note is convertible into common shares of Timminco, at
AMG's option at any time during the extended term at a conversion price of $0.26 per share, suQject to customary
anti-dilution adjustments, with the US dollar principal amount converted into Canadian dollars at the Bank of
Canada's noon exchange rate on the date of notice of conversion.

The AMG Convertible Note continues to have financial reporting covenants, a negative debt covenant and certain
capital expenditure approval requirements. A default under the AMG Convertible Note could trigger an event of
default under the cross-default provisions of the Senior Credit Agreement and the Term Loan Agreement. Also, a
default under either the Senior Credit Agreement or the Term Loan Agreement could trigger an event of default
under the cross-default provisions of the AMG Convertible Note suQject to the proVisions of the postponement
agreement executed by the Bank, AMG and Becancour Silicon. Timminco also continues to guarantee all
obligations of Becancour Silicon under the AMG Convertible Note.

The AMG Convertible Note is denominated in U.S. dollars, which is a different currency than the functional currency
of Timminco, which is Canadian dollars. As a result, changes in the exchange rate between the US$ and the C$
results in variability in the number of common shares that may be issued upon the exercise of the conversion right
and therefore the conversion right under the AMG Convertible Note represents an embedded derivative liability
which is fair valued as at the balance sheet date with gains and losses recognized in the statement of operations
and comprehensive loss. The fair value of this embedded derivative as of December 15, 2010, which was the
effective date of the amendment and restatement of the AMG Convertible Note, was determined to be $1,555. The
consideration received of US$5,OOO being the fair value of the previous convertible debt instrument extinguished as
of December 15, 2010, or ($5,018) \Nas apportioned between the fair value of the embedded derivative and the
residual value was allocated to the, debt component of the AMG Convertible Note. The fair value of the embedded
derivative liability at March 31, 2011 is $3,635 (December 31,2010 - $1,343).

AMG Conversion
Becancour Silicon and AMG Conversion Ltd. ("AMG Conversion"). a wholly-owned subsidiary of AMG, executed a
Memorandum of Understanding dated March 31, 2009 (as amended, the "Memorandum of Understanding")
whereby the parties agreed tojointly develop the ingot production process to optimize the quality of the ingots and
bricks produced with Becancour Silicon's solar grade silicon, and tojointly explore the feasibility of AMG Conversion
producing ingots and bricks at the Becancour Silicon ingoting facility on an exclusive long-term tolling basis for and
on behalf of Becancour Silicon. These activities continued during an interim period, which expires on September
30, 2011.

AMG Conversion produces ingots and bricks at the Becancour ingotting facility on behalf of Becancour Silicon, using
its equipment and Becancour Silicon's employees and solar grade silicon. AMG Conversion also produces ingots
and bricks at the Becancour ingottingfacility for its own account. using its equipment. and solar grade silicon and
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Becancour Silicon's employees.

Becancour Silicon and AMG Conversion are also considering the feasibility of a long-term relationship on the basis
that Becancour Silicon would focus on the production and sale of solar grade silicon, in chunk form, while AMG
Conversion would use solar grade silicon purchased from Becancour Silicon to produce and sell ingots and bricks
and focus on the solar wafer market.

Sudamin
During 2009, Becancour Silicon sold 5,000 metric tons of silicon metal finished goods inventory to Sudamin SA
("Sudaminn

), a wholly-owned subsidiary of AMG, for a cash purchase price of $10,430. A portion of such silicon
inventory was to be sold by Becancour Silicon to a European silicon metal customer during 2009 and Sudamin
assumed a portion of the volume commitments underthe silicon metal supply contract with such customer.

Inventory under the control of Sudamin is classified as finished goods consigned to a related company with a
corresponding deferred revenue amount. Revenue is recognized as the finished product is shipped to the end
customer. During three months ended March 31, 2010, Becancour Silicon recognized revenue of $2,843
representing the value of finished goods shipped to the silicon metal customer and $834 was recorded as deferred
revenue.

During the three months ended March 31, 2010, Becancour Silicon agreed to supply and deliver a certain volume of
silicon metal in the third and fourth quarters 2010 on behalf of Sudamin to one of Becancour Silicon's traditional
long-term silicon metal customers, and received a pre-payment of $4,668 (€3,259) from Sudamin towards such
deliveries, recorded as deferred revenue, net of a fee of $337 (€235).

As of December 31, 2010, all product had been shipped to the customers and deferred revenue was $nil.

Executive Management
Dr. Heinz C. Schimmelbusch is Chairman of the Board and Chief Executive Officer of Timminco, as well as
Chairman of the Management Board of AMG. Dr. Schimmelbusch is also a member of the executive committee of
the general partner of Safeguard International Fund, L.P. ("Safeguard n

), which is a shareholder of AMG. Mr. Arthur
R. Spector is a member of the Board of Directors of Timminco and is also a member of the executive committee of
the general partner of Safeguard.

Mr. John Fenger is President and Chief Operating Officer of Timminco. The Compqny is paying the full. cost of
remuneration· of Mr. Fenger, which is paid through a sUbsidiary of Allied Resource Corporation, of which Dr.
Schimmelbusch is Chairman. For the three months ended March 31, 2011, the Company contributed $317 (three
months ended March 31, 2010 - $210) to the cost of Mr. Fenger's remuneration.

15. NON-CONTROlLl NG INTEREST

On February 4, 2010, Timminco and .Strokkur Energy ehf ("Strokkurn
), an Icelandic private equity firm, formed

Thorsil ehf ("Thorsil n
), an Icelandic company, with Timminco having subscribed for 51% of its share capital and

Strokkur having subscribed for 49% of its share capital. The Company's investment in Thorsil is considered to be a
Special Purpose Entity ("SPEn

) since the Company has the rights to obtain the majority of the benefits of Thorsil
and as such is also exposed to risks incident to the activities of Thorsil; accordingly, the Company consolidates
Thorsil.
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Balance, beginning of the period

Investment in Thorsil

Share of net loss

Three months ended
March 31, 2011

$ (610)

112
(56)

Year ended
December 31, 2010

$

2

(612)

Balance, end of the period
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16. OTHER INCOME / EXPENSES

(a) Other operating expenses (income), net
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Environmental remediation costs

Termination benefits

Foreign exchange gain

(b) Finance costs (income), net

Interest income

Interest on overdrafts and other finance costs

Interest on debts and borrowings
Fair value loss (gain) on financial instruments at
fair value through profit and loss

Three months ended Three months ended
March 31, 2011 March 31, 2010

$ (14) $

1,341

(76) (1,657)

$ 1,251 $ (1,657)

Three months ended Three months ended
March 31, 2011 March 31, 2010

$ (40) $ (5)

287 826

1,162 1.476

2,292 (471 )

$ 3,701 $ 1,826

(c) Depreciation, amortization and cost of inventories included in the consolidated statements of
operations and comprehensive income/loss

Included in costs of goods sold:
Three months ended

March 31, 2011
Three months ended

March 31, 2010

Depreciation

Amortization of intangible assets

Costs of inventories recognized as an expense

(d) Employee benefits expense

$

$

930

581

21,636

23,147

$

$

3,171

707

33,033

36,911

Salaries and wages

Share based payments transaction expense

Pension Costs

Other employee benefit expenses

Total employee benefit expense

17. I NCOME TAX EXPENSE

Three months ended Three months ended
March 31, 2011 March 31, 2010

$ 1,327 $ 5,117

926 1,247

335 851

103 1,252

$ 2,691 $ 8.467

Significant components of income tax expense:

Current tax expense

Deferred tax expense

34

Three months ended
March 31, 2011

$

$

Three months ended
March 31, 2010

$

$



TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

Effective tax rate
The Company has not recognized deferred tax assets for significant amounts of timing differences, tax loss carry­
forwards and investment tax credits (see Note 22(b» as there is insufficient certainty as to the availability of future
profits against which they can be utilized. The Company has recognized deferred tax assets only to the extent that
they equal its recognized deferred tax liabilities and are expected to be realized over the same time periods as the
deferred tax liabilities. Since the Company expects to have no current income tax expense in 2011 and any
changes in recognized deferred tax liabilities will be matched by a corresponding off-setting change in recognized
deferred tax assets, the expected effective income tax rate for the year is zero percent.

18. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

Categories of financial assets and liabilities
Financial instruments are either measured at amortized cost or fair value. Held-to-maturity investments, loans and
receivables and other financial liabilities are measured at amortized cost. Held-for-trading financial assets and
liabilities and available-for-sale financial assets are measured on the balance sheet at fair value. Derivative non­
financial instruments are classified as held-for-trading and are recorded on the balance sheet at fair value unless
exempted as a non-financial derivative representing a normal purchase and sale arrangement. Changes in fair
value of derivative financial instruments are recorded in earnings unless the instruments are designated as cash
flow hedges. The following table provides the carrying value of each category of financial assets and liabilities and
the related balance sheet item:
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Financial Assets

March 31, 2011
Carrying
Amount Fair Value

December 31, 2010
Carrying
Amount Fair Value

January 1, 2010
Carrying
Amount Fair Value

Held-for-trading

Cash

Restricted cash

Foreign exchange contracts

Available for sale
Investment in Applied
Magnesium

Loans and receivables

Accounts receivable

Due from related companies

Long term receivables

$ 963 $

27

20

7,979

3,371

1,272

963

27

20

7,979

3,371

1,272

$ 7,483 $

105

69

222

12,365

2,172

1,275

7,483

105

69

222

12,365

2,172

1,275

$ 1,170 $

222

11,007

209

1,282

1,170

222

11,007

209

1,282

Financial Liabilities

Other financial liabilities

$ 13,632 $ 13,632 $ 23,691 $ 23,691 $ 13,890 $ 13,890

Bank indebtedness

Accounts payable and accrued
liabilities

Liabilities due to/from related
companies

Current portion of long term
debt

Due to related companies

Long term debt

Derivative financial liability

Embedded derivative

$

9,362

9,507

3,658

6,459

28,108

3,635

$

9,362

9,507

3,658

7,424

28,108

3,635

$

9,064

19,252

3,273

6,418

28,619

1,343

$

9,064

19,252

3,273

7,465

28,619

1,343

$ 40,315 $

19,627

5,117

38.824

128

471

39,147

19,627

5,403

38,824

128

471

$ 60,729 $ 61,694 $ 67,969 $ 69,016 $ 104,482 $ 103,600

The fair value of the financial assets and liabilities are included at the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair values:

Cash and short-term deposits, trade receivables, trade payables and other current liabilities approximate their
carrying amounts largely due to the short-term maturities of these instruments.
Long-term fixed-rate and variable-rate receivables / borrowings are evaluated by the Company based on
parameters such as interest rates, specific country risk factors, individual creditworthiness of the customer
and the risk characteristics of the financed project. Based on this evaluation, allowances are taken to account
for the expected losses of these receivables. As at December 31, 2011, the carrying amounts of such
receivables, net of allowances, are not materially different from their calculated fair values.
The fair value of unquoted instruments, loans from banks and other financial liabilities, obligations under
finance leases, as well as other non-current financial liabilities is estimated by discounting future cash flows
using rates currently available for debt on similar terms, credit risk and remaining maturities.
Fair value of unquoted available-for-sale financial assets is estimated using appropriate valuation techniques.
The Company enters into derivative financial instruments with various counterparties, principally financial
institutions with investment grade credit ratings. Derivatives valued using valuation techniques with market
observable inputs are mainly foreign exchange forward contracts and one option embedded in a convertible
debt agreement. The valuation of the foreign exchange forward contracts is primarily forward pricing using
present value calculations. The models incorporate various inputs including the credit quality of counterparties
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and foreign exchange spot and forward rates. The carrying value of the option embedded in the convertible
debt is based on valuation techniqueswith appropriate market inputs.

Fair value hierarchy
The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments by
valuation technique:

Levell: The fair value measurements are classified as Level 1 in the fair value hierarchy if the fair value is
determined using quoted. unacjjusted market prices for identical assets or liabilities.
Level 2: Fair value measurements which require inputs other than quoted prices in Levell; and for which all
inputs which have a significant effect on the recorded fair value are observable, either directly or indirectly are
classified as Level 2 in the fair value hierarchy. .
Level 3: Fair value measurements which require unobservable market data or use statistical techniques to
derive forward curves from observable market data and unobservable inputs are classified as Level 3 in the
fair value hierarchy.

The fair value hierarchy of financial instruments measured at fair value on the balance sheet is as follows:
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March 31, 2011 December 31. 2010 January 1, 2010

Financial Assets

Level 1 Level 2 Level 3 Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

- $ 1,170 $
Cash and cash
equivalents

Foreign exchange
contracts

$ 963 $

$

- $

20 $

- $

- $

743 $

- $

- $

69 $ - $ - $

- $

- $

Embedded
derivative $ 3.635 $ - $ - $ 1.343 $ - $ - $ 471 $

At March 31, 2011. the Company has' $27 of restricted cash which is classified as a current asset. The restricted
cash represents funds available for funding preliminary expenses for a potential silicon metal capacity expansion
project in Iceland (Thorsil).

Investment in the common shares of Applied Magnesium is classified as available for sale financial asset and is
measured at cost since there is not an active market to determine a fair value.

The Company has determined the estimated fair values of its financial instruments based on appropriate
valuation methodologies; however, considerable judgment is required to develop these estimates. The carrying
value of current monetary assets and liabilities approximates their fair value due to their relatively short periods to
maturity. The fair values of long term receivables, other long term liabilities and the debt component of the
amounts due to an affiliated company approximate their carrying values as the terms and conditions are similar to
current market conditions. Foreign exchange contracts are marked to market using quoted market prices.

The Company's principal financial liabilities, other than derivatives, comprise loans and borrowings and trade and
other payables. The main purpose of these financial liabilities is to finance the Company's operations and to provide
guarantees to support its operations. The Company has deposits, trade and other receivables and cash and short
term deposits generated directly from its operations. The Company also holds available for sale investments and
enters into derivative transactions.

The Company's activities expose it to a variety of financial risks: market risk (including foreign exchange and
interest rate). credit risk and liquidity risk. The Company's overall risk management program focuses on the
unpredictability of financial markets and. seeks to minimize potential adverse effects on the Company's financial
performance. The Company uses derivative financial instruments to mitigate certain risk exposures. The Company
does not purchase any derivative financial instruments for speculative purposes. Risk management is the
responsibility of the corporate finance function, which has the appropriate skills, experience and supervision. The
Company's operating entities along with the corporate finance function, identify. evaluate and. where appropriate,
mitigate financial risks. Material risks are monitored and are regularly discussed with the Audit Committee of the
Board of Directors.
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The risks associated with the Company's financial instruments are as follows:

(a) Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in market prices. Components of market risk to which the Company is exposed are discussed
below.

Foreign currency risk:
The· objective of the Company's foreign exchange risk management activities is to minimize transaction
exposures and the resulting volatility of the Company's earnings, subject to liquidity restrictions, by entering
into foreign exchange forward contracts. Foreign currency risk is created by Fluctuations in the fair value or
cash flows of financial instruments due to changes in foreign exchange rates and exposure.

The Company reports its results in Canadian dollars, and a substantial portion of the costs of the Silicon
Group is in Canadian dollars, as the Company purchases silicon metal from Quebec Silicon in Canadian
dollars, whereas a significant part of the Company's products are priced and sold in Euros and U.S. dollars.
In particular, Becancour Silicon has commitments to supply silicon metal to long standing customers over
the next five years at prices denominated in Euros in quantities that are a significant portion of Becancour
Silicon's expected supply allocation from Quebec Silicon for at least the next three years. Such pricing is
fixed in Euros for 2011 and sUQject to negotiation within a defined price range in Euros, for each of the
remaining four years. The pricing is subject to currency a<:!justment which effectively reduces by half the
exposure of both parties to fluctuations in the average quarterly Euro/USD exchange rate by more than 5%
relative to the exchange rate in effect in October 2009. The Company also has U.S. dollar interest-bearing
debt. Volatility in the Canadian dollar - Euro exchange rate and Canadian dollar - USD exchange rate could
have a material impact on the gross margins of the Company.

Based on the Company's Euro denominated net inflows and outflows for the three months ended March 31,
2011, a strengthening (weakening) of the Euro of 1% would, everything else being equal, have a positive
(negative) effect on net income before taxes of $11 (2010 - $365), prior to hedging activities. Based on the
Company's U. S. dollar denominated net inflows and outflows for the three months ended March 31, 2011, a
strengthening (weakening) of the U.S. dollar of 1% would, everything else being equal, have a positive
(negative) effect on net income before taxes (due to changes in the fair value of monetary assets and
liabilities including non designated foreign currency derivatives) of $65 (2010 - $275). The Company's
exposure to foreign currencY changes for all other currencies is not material.

The Company enters into foreign exchange forward contracts to mitigate foreign currency risk relating to
certain cash flow exposures. The hedge transactions are expected to occur within a maximum 12 month
period. The Company's foreign exchange forward contracts reduce the Company's risk from exchange
movements because gains and losses on such contracts offset losses and gains on transactions being
hedged. Where the nature of the hedge relationship is not an economic hedge, it is the Company's policy to
negotiate the terms of the hedging derivatives to match the terms of the underlying hedge items to
maximize hedge effectiveness.

The Company had entered ipto foreign exchange forward contracts at March 31, 2011 and December 31,
2010, relating to Euro derlOminated sales in subsequent respective quarters. The counterparty to the
contracts is a multinational commercial bank and therefore credit. risk of counterparty non-performance is
remote. Realized and unrealized gains or losses are included in net earnings (three months ended March 31,
2011 - $134 loss; three months ended March 31,2010 - $nil).

The open foreign exchange forward contracts as at March 31, 2011 are as follows:
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(OOO's)

Notional
amount of

currency sold

Notional Canadian dollars equivalent
Contract amount Fair value Unrealized loss

$ $ $

Euro 5,300

38
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The open foreign exchange forward contracts as at December 31, 2010 are as follows:
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(OOO's)

Notional
amount of

currency sold

Notional Canadian dollars equivalent
Contract amount Fair value Unrealized loss

$ $ $

Euro 4,500 5,936 5.867 69

Subsequent to March 31, 2011. the Company entered into foreign exchange forward contracts to sell €1.800
for Canadian dollars in the period May 20 June 2011 at rates of 1.395 to 1.401 (see Note 26).

Interest rate risk:
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Company is exposed to interest rate risk to the extent that
cash and short term investments, bank indebtedness, the IQ Term Loan and amounts due to an affiliated
entity are at floating rates of interest. The Company's maximum exposure to interest rate risk is based on
the effective interest rate and the current carrying value of these assets and liabilities. The Company
monitors the interest rate markets to ensure that appropriate steps can be taken if interest rate volatility
compromises the Company's cash flows. A 1% change in interest rates would. everything else being equal,
change annualized net income before taxes for the three month period ended March 31, 2011 by $264
(March 31. 2010 - $612). There is no additional impact on consolidated statements of operations from the
change in interest rates.

Commodity price risk
The Company is exposed to market risks associated with commodity prices and market volatility where
estimated, customer requirements do not match actual customer requirements. Management actively
monitors these positions with regards to anticipated silicon metal purchases from Quebec Silicon. The
Cbmpany's exposure to markenisk is affected by a number of factors, including accuracy of estimation of
customer commodity requirements, commodity prices. volatility and liquidity of markets. The inability or
failure of the Company to manage and monitor the above market risks could have a material adverse effect
on the operations'and cash flow of the Company.

As of the year ends December 31. 2011 and 2010 the Company does not have any derivative financial
instruments to hedge commodity price risks.

(b) Credit risk
Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and causes
financial loss to another party. The Company is exposed to credit risk from its operating activities (primarily
for trade accounts receivable and deposits) and from financing activities, including deposits with banks and
financial institutions. foreign exchange transactions and other financial instruments.

Accounts receivable and long term receivables are suQject to credit risk exposure and the carrying values
reflect management's assessment of the associated maximum exposure to such credit risk. Substantially all
of the Company's accounts receivable are due from customers in a variety of different industries and as
such, are suQject to normal credit risks in their respective industries. The Company regularly monitors
customers for changes in credit risk. As a requirement of the Company's Senior Credit Facility. trade
receivables from customers in Europe are insured for events of non-payment through third party export
insurance.

The maximum exposure to credit risk is equal to the carrying value of the financial assets. The oQjective of
managing counterparty credit r'isk is to prevent losses in financial assets. The Company assesses the credit
quality of the counterparties. taking into account their financial position. past experience and other factors.
Credit risk is mitigated by entering into sales contracts with stable, creditworthy parties and through
frequent reviews of exposures to individual entities. The Company does not believe thelt any single industry
or customer group or geographic region represents significant credit risk.

At March 31. 2011. the Company had five customers (December 31. 2010: five customers. January 1.
2010: five customers) that accounted for approximately 57% (December 31.2010: 48%, January1. 2010:
70%) of all receivables owing. The requirement for an impairment is analyzed at each reporting date on an
individual basis formqjor customers. Additionally. a large number of minor receivables are grouped into
homogeneous groups and assessed for impairment collectively. The calculation is based on actual historical
data. The Company does not hold collateral as security. The Company evaluates the concentration of risk
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with-respect to trade receivables as low, as its customers are located in severaljurisdictions and industries
and operate in largely independent markets.

In addition, the Company enters into foreign exchange forward contracts with a large multinational bank to
mitigate associated foreign exchange risk. In cases where the credit quality of a customer does not meet
the· Company's requirements, a cash deposit is received before any goods are shipped. The carrying
amount of accounts receivable is reduced through the use of an allowance account and the amount of the
los$ is recognized in the consolidated statements of operations within other operating expenses. When a
receivable balance is considered uncollectible, it is written off against the allowance for accounts receivable.
Subsequent recoveries of amounts previously written off are credited against other operating income in the
consolidated statements of operations. The following table sets forth details of the age of trade accounts
receivables that are not overdue as well as an analysis of overdue amounts and related allowance for the
doubtful accounts:
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March 31, 2011 December 31, 2010 January 1, 2010

Total accounts receivable $ 8,214 $ 12,641 $ 12,249

Less: Allowance for doubtful accounts (235) (276) (1,242)

Total accounts receivable, net $ 7,979 $ 12,365 $ 11,007

Of which:

Not overdue $ 7,979 $ 12,365 $ 10,961
Past due forrnore than three months
but not for more than one year

Past due for more than one year 235 276 1,288

Less: Allowance for doubtful accounts (235) (276) (1,242)

_Total accounts receivable, net .$ 7,979 $ 12,365 $ 11,007

The movement in the Company's allowance for doubtful accounts for the periods ended March 31, 2011, and
December 31,2010 was as follows:

Total March 31,2011 December 31,2010

Cost:

At January 1

Additional provision recognized

Amounts recovered during the year

Unused provision reversed

Exchange differences

At period end

$

$

276

(37)

(4)

235

$

$

1,242

226

(1,160)

(23)

(9)

276

Credit risk from balances with banks and financial institutions is managed by the Company's treasury in
accordance with the Company's policy. Investments of surplus funds are made only with approved
counterparties and within credit limits assigned to each counterparty. The Company's maximum exposure to
credit risk for the components of the consolidated balance sheet at March 31, 2011 and December 31, 2010
is the carrying amounts of cash and cash equivalents and other current financial assets in the consolidated
balance sheet.

(c) Liquidity risk
liquidity risk is the potential inability to meet financial obligations as they fall due. The Company manages
this risk by monitoring detailed monthly cash forecasts and longer term forecasts for subsequent periods to
ensure adequate and efficient use of cash resources and credit facilities.

The Company's objective in managing liquidity risk is to maintain sufficient readily available sources of
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funding in order to meet its liquidity requirements at any point in time. The Company attempts to achieve
this through managing cash from operations and through the availability of funding from committed credit
facilities.

The Company incurred net losses of $8.025 for the three months ended March 31,2011 and $95.674 for
the year ended December 31, 2010. There is also material uncertainty with respect to the level of liquidity
that will be generated by operations in the future.

At March 31. 2011. the Company had negative working capital of $2.890. was 'holding cash of $963 and had
undrawn available lines of credit· under the Credit Agreement with Bank of America of approximately
$3,798.

Both the Senior Credit Agreement and the Term Loan Agreement contain financial covenants and cross­
default provisions (see Note 10). The minimum EBITDA levels for the purpose of the financial covenants in
the Senior Credit Agreement have been set at amounts based on the Company's projected financial results.
In the event that the Company is unable to achieve such financial results. it may become non-compliant
under the Senior Credit Agreement. Non-compliance with any of the financial covenants under the Senior
Credit Agreement or the Term Loan Agreement may cause Bank of America or IQ, respectively. to declare
an event of default and demand repayment of the entire outstanding indebtedness under such facilities.
The AMG Convertible Note also contains a cross-default provision. financial reporting covenants. a negative
debt covenant and certain capital expenditure approval requirements.

Both the Senior Credit Agreement and the Term Loan Agreement restrict the Company's ability to incur
addItional indebtedness, sell assets, create liens or other encumbrances, incur guarantee obligations. make
certain payments, make investments. loans or advances and make acquisitions beyond certain levels.
Substantially all of the Company's assets have been pledged as collateral to their lenders under the Senior
Credit Agreement and the Term Loan Agreement.

The Company has also been named as a defendant in a proposed class action lawsuit. claiming damages in
excess of $540.000. While the Company intends to Vigorously defend the allegations in such lawsuit and
the plaintiff's attempt to get court approval to proceed. the timing and outcome of such proceedings are
uncertain and the amount of any damages awarded could be substantial.

As a result of the Company's liqUidity risk. the Company's ability to continue as a going concern is suQject to
the continued support ofits lenders and is uncertain. Therefore the Company may be unable to continue to
realize its assets and discharge its liabilities in the normal course of business. The consolidated financial
statements do not give effect to any adjustments to recorded amounts and their classification which could
be necessary should the. Company be unable to continue as a going concern and therefore be required to
realize its assets and discharge its liabilities in other than the normal course of business and at amounts
different than those reflected in the consolidated financial statements.

19. EARN I NGS PER SHARE

Basic earnings per share amounts are calculated by diViding net income/loss for the period attributable to equity
holders of the parent by the weighted average number of shares outstanding during the period. Diluted earnings
per share amounts are calculated by dividing the net income/loss attributable to equity holders of U'le parent by the
weighted average number of shares outstanding during the period plus the weighted average number of shares
that would he issued on conversion of all the dilutive potential shares into shares.
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The following reflects the income and share data used in the basic and diluted earnings per share computations:
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Net loss attributable to shareholders for basic and diluted earnings
per share

Weighted average number of shares for basic earnings per share

Effect of dilution:

Share options

Convertible debt conversion right
Weighted average number of shares adjusted for the effect of
dilution

$

March 31,2011

8,025 $

195,734,769

195,734,769

March 31, 2010

10,427

160,470,031

160,470,031

There have been no other transactions involving an actual or potential issuance of shares between the reporting
date and the date of completion of these financial statements which materially affect diluted earnings per share.

20. REPORTABLE BUSINESS SEGMENTS

The Company is managed as a single business segment, the Silicon Group, that consists of silicon metal and solar
grade silicon product lines. The Company also incurs corporate administrative expenses and costs related to
inactive, legacy entities ("Other"). The Company determines and presents business segments based on the
information that internally is provided to the president and chief operating officer of the Company, who is the
Company's chief operating decision maker ("CODM"). When making resource allocation decisions the CODM
evaluates liquidity and production capacity. The objective in making resource allocation decisions is to maximize
consolidated profits and cash flows.

The CODM assesses the performance of the business segment based on the consolidated earnings of the Company
for the period. This measure excludes tile effects of certain income and expense items, which are unusual, by
virtue of their size and incidence, in the context of the Company's ongoing core operations, such as the impairment
of a financial asset investment and accelerated depreciation of property, plant and equipment.

All segment revenue is derived wholly from external customers and as the Company has a single reportable
segment, intersegment revenue is zero.

(a) Sales (based on the country/region to which the goods were shipped):

Three month period ended March 31

2011 2010

Silicon Group Silicon Group

Canada $ 2,328 $ 3,880

United States 7,777 9,600

Mexico 6

Europe 12,553 17,127

Australia

Pacific Rim 1,260 184

Other

$ 23,918 $ 30,797
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(c) Non-current assets (excludes financial instruments, deferred tax assets and post-employment
benefit assets):

Silicon Group Other March 31, 2011

Canada $ 63,308 $ 516 $ 63,824

$ 63,308 $ 516 $ 63,824

Silicon Group Other December 31 ,2010

Canada $ 64,640 $ 1,291 $ 65,931

$ 64,640 $ 1,291 $ 65,931

(d) Additions to non-current assets (excludes financial instruments, deferred tax assets and post­
employment benefit assets):
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March 31, 2011 December 31,2010

Silicon

Other

$

$

14

14

$

$

927

927

The Company has traditionally had several large customers, the loss of any of which could have a material
adverse effect on the financial position, results of operations and liquidity of the Company. For the three
months ended March 31,201 1, sales to each of the Company's two (three months ended March 31, 2010 ­
two) largest customers exceeded 10% of total sales and were $ 10,384 and $3,345 (three months ended
March 31, 2010 - $ 12,631 and $ 4,385). The extent to which any of the Company's significant silicon metal
customers may be unwilling or unable to satisfy all or a material portion of its purchase commitments with
the Company could have a material adverse affect on the Company's results of operations and liquidity.

For the three months ended March 31 2011, the Company sold inventories to Sudamin for $nil (three
months ended March 31,2010 - $4,668). These transactions were for cash (see Note 14).

21. CAPITAL MANAGEMENT

The Company defines capital as Shareholders' eqUity (excluding accumulated other comprehensive income) and
long-term debt. The Company's objectives when managing capital are to maintain flexibility between:

(a) Enabling it to operate efficiently;
(b) Providing liquidity and access to capital for growth opportunities; and
(c) Providing returns and gen(}rating predictable cash flow for distribution to shareholders.

The Company manages the capital structure and makes adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. The Board of Directors does not establish quantitative return
on capital criteria for managernent; but rather promotes year-over~year sustainable profitable growth. The
Company's capital management objectives have remained unchanged from the prior year. The Company is not
subject to any externally imposed capital requirements, other than restrictions on distributions and dividends under
the Senior Credit Facility (see Note 10).

The Company defines capital that it manages as the aggregate of its shareholders' equity and interest bearing
debt. The Company's objectives when managing capital are to ensure that the Company will continue as a going
concern, so that it can provide products and services to its customers and returns to its shareholders.

As at March 31, 2011, the Company's managed capital was $74,376 (March 31, 2010 - $150,750) which was
comprised of shareholders' equity excluding non-controlling interest of $43,355 (March 31, 2010 - $119,771) and
interest-bearing debt of $31,021 (March 31, 2010 - $30,979). Included in interest bearing debt is the debt
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component of the convertible note of $3,537 (March 31, 2010 - $4,767), where the associated accreted interest
expense is a non-cash charge.

The Company manages its capital structure with the objective of matching short and long-term financing with the
respective assets. The Company targets having sufficient revolving credit facilities to fund working capital
requirements and principal and interest payments of its debts, and adequate long-term debt and equity to finance
long-term assets.

22. COMMITMENTS AND CONTINGENCIES

(a) Commitments

i. Contractual obligations
The table below summarizes the maturity profile of the Company's financial liabilities as at March 31,
2011 and December 31, 2010 based on contractual undiscounted payments:

Period ended March 31, 2011 :
Less than 1 to 3 4 to 5

Total 1 Year Years Years Thereafter

Term debt $ 46,745 $ 3,181 $ 14,250 $ 4,492 $ 24,822

Operating Lease 1,826 285 703 197 641

Financial liabilities due to
related parties 9,038 739 6,664 260 1,375

Thorsil Bond 1,113 1,113

Defined benefit pension
funding obligations 14,811 3,424 9,017 2,370

Capital asset purchase
commitments 800 800

Reorganization obligations 1,958 792 376 118 672

Environmental obligations 7,686 2,234 2,536 188 2,728

Contract termination claims 4,843 1,443 3,400

Total contractual obligations $ 88,020 $ 13,211 $ 36,946 $ 7,625 $ 30,238
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Period ended December 31, 2010:
Less than 1 to 3 4to 5

Total 1 Year Years Years Thereafter

Term debt $ 47,527 $ 3,172 $ 13,889 $ 4,547 $ 25,919

Operating Lease 1,879 286 706 197 690

Financial liabilities due to
related parties 7,106 700 6,406

Thorsil Bond 1,114 1,114

Defined benefit pension
funding obligations 14,811 3,424 9,017 2,370

Reorganization obligations 2,050 874 392 123 661

Environmental obligations 6,886 1,434 2,536 188 2,728

Contract termination claims 5,081 1,041 4,040

Total contractual obligations $ 87,766 $ 13,357 $ 36,986 $ 7,425 $ 29,998

ii. Operating leases
The Company leases equipment and office, manufacturing and warehouse space under operating
leases with minimum aggregate rent payable in the future as follows:

Within one year $ 285

After one year but not more than five years 900

More than five years 641

$ 1,826

iii. Environmental obligations
In 2009, the Quebec Ministry of the Environment issued a Certificate of Authorization with respect to
the Becancour facility to remediate a silica fumes disposal site. The planned work is scheduled to be
completed in 2014.

In 2006, the Company filed a Mine Closure Plan with the Ontario Ministry of Northern Development,
Mines and Forestry with respect to the Haley, Ontario facility. The plan requires the Company to
provide financial assurance of $1,683 by way of an initial deposit of $337 and annual payments of
$269 over a period of five years. The Company has paid the initial payment and four annual
instalments ($1,413). The Company has been remediating the property in accordance with the
agreed terms of the Mine Disclosure Plan.

The environmental certificate of authorization (the "Certificate of Authorization") granted to Quebec
Silicon by the Quebec Minister of Sustainable Development. Environment and Parks (the "Ministry")
on September 30, 2010 incorporated a number of environmental undertakings of Quebec Silicon
which are to be completed within the timelines set out in the Certificate of Authorization. Becancour
Silicon has agreed to indemnify Quebec Silicon for all expenditures relating to the environmental
undertakings set out in the Certificate of Authorization including future estimated capital-related
expenditures of approximately $849 incremental to the Company's capital expenditures
commitments of $439 as at December 31,2010.

(b) Contingent liabilities

i. Class Action Lawsuit
Timminco and certain of its directors and officers, as well as certain third parties have been named
as defendants in a potential class action lawsuit filed in the Ontario Superior Court of Justice on May
14, 2009. This lawsuit was commenced by the plaintiff Ravinder Kumar Sharma on behalf of
shareholders who acquired Timminco's common shares between March 17, 2008 and November 11,
2008 and claims damages exceeding $540 million. The plaintiff alleges that Timminco and others
made certain misrepresentations about Becancour Silicon's solar grade silicon production process.
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These are unproven allegations, and the plaintiff will need to seek leave, or permission, of the court
to proceed under the secondary market disclosure provisions of the Ontario Securities Act.

The Company has not recorded any liability related to these matters. Timminco's directors and
officers insurance policies provide for reimbursement of costs and expenses incurred in connection
with this lawsuit, including legal and professional fees, as well as potential damages awarded, if any,
suQject to certain policy limits and deductibles. Timminco intends to vigorously defend these
allegations and the plaintiff's attempt to get court approval to proceed. However, no assurance can
be given with respect to the ultimate outcome of such proceedings, and the amount of any damages
awarded in such lawsuit could be substantial.

ii. Other legal actions
The Company is involved in various legal matters arising in the ordinary course of business. The
resolution of these matters is not expected to have a material adverse effect on the Company's
financial position, results of operations or cash flows.

iii. Guarantees
In the normal course of business, the Company has provided indemnifications in various commercial
agreements which may require payment by the Company for breach of contractual terms of the
agreement. Counterparties to these agreements provide the Company with comparable
indemnifications. Tile indemnification period generally covers, at maximum, the period of the
applicable agreement piUS the applicable limitations period under law. The maximum potential
amount of future payments that the Company would be required to make under these
indemnification agreements is not reasonably quantifiable as certain indemnifications are not sUbject
to ,limitation. However, the Company enters into indemnification agreements only when an
assessment of the business circumstances would indicate that the risk of loss is remote.

The Company has agreed to indemnify its current and former directors and officers to the extent
permitted by law against any and all charges, costs, expenses, amounts paid in settlement and
damages incurred by the directors and officers as a result of any lawsuit or any other judicial
administrative or investigative proceeding in which the directors and officers are sued as a result of
their service. These indemnification claims will be subject to any statutory or other legal limitation
period. The nature of such indemnification prevents the Company from making a reasonable
estimate of the maximum potential amount it could be required to pay tocounterparties.

23. COMPARATIVE FIGURES

Certain of the January 1,2010 and March 31,2010 comparative figures have been reclassified to conform to the
financial statement presentation adopted in 2011.

24. EXPLANATION OF TRANSITION TO IFRS

For all periods up to December 31,,2010 the Company prepared its consolidated financial statements in accordance
with previous Canadian generally accepted accounting principles ("Canadian GAApU

). These consolidated financial
statements for the quarter ending March 31, 2011 are the first interim consolidated financial statements that
comply with IFRS. expected to be in effect as at December 31, 2011, as described in the accounting polices
described in Note 3. "In preparing these consolidpted, financial statements, the Company's opening consolidated
balance sheet was prepared as at January 1, 2010, the Company's date of transition, to IFRS. This note explains
the principal adjustments madE1 by the ,Company in restating its previous Canadian GAAP consolidated b(jlance
sheet as at January 1, 2010 and ,its previously, published ,Canadian GAAP consolidated financial statements for the
three month period ended March 31,2010 andyear ended December 31,2010.

(a) Elected exemptions frqmfull retrospective application
In preparirlg these consolidated, financial statements in accordance with IFRS 1 FirsHime Adoption of
International Financial Reporting Standards ("IFRS 1"), the Company has applied certain of the optional
exemptions from full retrospective application of IFRS as described below.

i. Business combinations
The Company has applied the business combinations exemption in IFRS 1 to not apply IFRS 3
retrospectively to past bus,iness combinations. Accordingly, the Company .has not restated business
combinations that took place prior to the transition date.
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ii. Fair value or revaluation as deemed cost
The Company has elected to measure the silicon metal property, plant and equipment at Becancour
at fair value as at January 1, 2010 and use that amount as deemed cost as at January 1, 2010.

iii. Employee benefits
The Company has elected to recognize all cumulative actuarial gains and losses as at January 1,
2010 in opening retained .earnings for the Company's employee benefit plans.

iv. Shal7e-based payments
The Company has elected to retrospectively apply.the provisions of IFRS 2 Share-based Payment
C1FRS 2") only to equity instruments granted after November 7, 2002 that are unvested at the
transition date, and liability instruments arising from share-based payment transactions that are
outstanding at the date of transition.

v. Foreign exchange
Cumulative currency translation differences for all foreign operations are deemed to be zero as at
January 1,2010.

vi. Borrowing costs
The Company has elected only to capitalize borrowing costs relating to qualifying assets for which the
commencement date for capitalization is on or after the date of transition.

vii. First time adopter later than an entity that has significant influence over it
The Company became a first time adopter later than AMG, which has significant influence over the
Company (see Note 14) IFRS 1 offers the Company the opportunity either to use the carrying
amounts that would be included in AMG's consolidated financial statements, based on AMG's date of
transition to IFRSs, if noacjjustments were made for equity accounting procedures and for the effects
of the acquisition accounting in which AMG acquired an interest in the Company; or thecarryil1g
amounts required by the rest of IFRS 1 based on the Company's date of transition to IFRSs. The
Company has eleC,ted to apply the IFRS 1 exemptions independently of AMG's application of such
exemptions using the Company's transition date of January 1, 2010.
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(b) Reconciliation of equity
The following is a reconciliation of the Company's consolidated balance sheet reported in accordance with
previous Canadian GAAP to its consolidated balance sheet reported in accordance with IFRS at the transition
date January 1, 2010:

Canadian
Notes GAAP Adjustment IFRS

ASSETS

Current Assets

Cash and cash equivalent $ 1,170 $ $ 1,170

Accounts receivable 11,007 11,007

Due from related companies 209 209

Inventories 39,797 39,797
Finished goods consigned to
related company 8,262 8,262
Prepaid expenses and
deposits 1,494 1,494

$ 61,939 $ $ 61,939

Long~erm receivables 1,282 1,282

Long term inventories 26,597 26,597
Property, plant and
equipment . 91,396 72,518 163,914

Investments 222 222

Future income taxes x 2,831 (2,831 )

Employee future benefits ii 939 (939)

Intangible assets 7,875 7,875

Goodwill 16,827 16,827

$ 209,908 $ . 68.748 $ 278,656
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Canadian
Notes GAAP Adjustment IFRS

LIABILITIES

Current Liabilities

Bank indebtedness $ 40,315 $ $ 40,315
Accounts payable and accrued
liabilities v 22,078 (2,451 ) 19,627

Deferred revenue 10,070 10,070

Due to related companies vi 5.526 (409) 5.117

Future income taxes x 455 (455)

Other financial liability vi 471 471
CLlrrent portion of long term
liabilities viii 39,158 (334) 38,824
Current portion of long term
provisions v 2.681 1,685 4,366

$ 120,283 $ (1,493) $ 118,790

Long term liabilities 128 128

Employee fUture benefits ii 20,118 16,131 36,249

Future income taxes x 2.376 (2.376)

Long term provisions v 6,266 1.166 7,432

$ 149,171 $ 13,428 $ 162.599

SHAREHOLDERS'EQUITV

Capital stock x 285.951 (746) 285.205
Equity component of
convertible notes vi 217 (217)

Contributed surplus vii 12.996 (3,558) 9,438

Deficit $ (238,427) $ 59,841 $ (178.586)
Equity attributable to owners
of parent 60,737 55.320 116.057

Non-controlling interest

Total Equity $ 60.737 $ 55.320 $ 116.057

$ 209,908 $ 68.748 $ 278.656
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The following is a reconciliation of the Company's consolidated balance sheet reported in accordance with
Canadian GAAP to its consolidated balance sheet reported in accordance with IFRS at December 31, 2010:

De-
Consolidate

Canadian Quebec
GAAP Silicon (Note

Notes (Note 23) iv) Adjustment IFRS

ASSETS

Current Assets
Cash and cash

equivalent $ 8,076 (593) 7,483

Restricted cash 105 105

Accounts receivable 13,984 (1,619) 12,365
Due from related

companies 967 1,205 2,172

Inventories iv 29,368 (14,684) (211 ) 14,473
Finished goods

consigned to
related company 4,530 4,530

Prepaid expenses
. and deposits 1,531 (166) 1,365

$ 58,561 $ (15,857) $ (211 ) $ 42,493

Due from related
companies 1,275 1,275
Long term

receivables 1,275 1,275
Long term

inventories 2,874 2,874
Property, plant and

equipment i, iii 83,608 (91,155) 67,373 59,826

Investments iv 222 42,895 54 43,171
Future income

taxes x 2,283 (2,283)
Employee future

benefit ii 3,140 (3,140)

Intangible assets iii, iv 4,919 (1,500) (188) 3,231

Goodwill iii, iv 12,352 (12,352)

$ 169,234 $ (76,694) 61,605 $ 154,145
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Canadian De-consolidate
GAAP Quebec Silicon

Notes (Note 23) (Note iv) Adjustment IFRS

L1ABI LITI ES

Current Liabilities

Bank indebtedness $
Accounts payable and
accrued liabilities vii 20.426 (11.606) 244 9.064

Deferred revenue 6.319 6.319
Due to related
companies v 1.863 17.337 52 19.252

Future income taxes x 335 (335)

Other financial liability vi 1.343 1,343
Current portion of long
term liabilities v, viii 2.604 (53) 722 3,273
Current portion of long
term provisions iv, v 3.679 (57) (1,067) 2.555

35,226 5.621 .959 41,806

Due to related
companies vi 16,199 (8,348) (1.433) 6.418

Long term liabilities 25.028 (28) 3.619 28,619
Employee future
benefits ii 20.360 (9.466) 9.716 20,610

Future income taxes x 1,948 (1.948)

Long term provisions v 9.015 (2,160) 6,855

107,776 (12,603) 9,135 104,308

Non7controlling interest iv 41,574 (41,574)

SHAREHOLDE.RS'
EQUITY

Capital stock x 311,523 (746) 310,777
Equity component of
convertible notes vi 217 (217)

Contributed surplus vii 21,323 (8,003) 13,320

Deficit (313,179) (22.899) 62,428 (273,650)
Equity attributable to
owners of parent 19,884 (22.899) 53,462 50.447

Non-controlling interest ix (610) (610)

Total Equity 19,884 (22,899) 52,852 49,837

$ 169.234 (76,694) 61,605 154,145
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The following is a reconciliation of the Company's consolidated balance sheet reported in accordance with
Canadian GAAP to its consolidated balance sheet reported n accordance with IFRS at March 31, 2010:

Canadian
GAAP

Notes (Note 23) Adjustment IFRS

ASSETS

Current Assets

Cash and cash equivalent $ 1,017 1,017

Restricted cash 639 639

Accounts receivable 9,218 9,218

Due from related companies 584 584

Inventories 36,837 36,837
Finished goods consigned to
related company 5,419 5.419
Prepaid expenses and
deposits 1,643 1,643

$ 55,357 $ $ 55,357

Long term receivables 1,280 1,280

Long term inventories 25,631 25,631
Property, plant and
equipment 89,657 71,373 161,030

Investments 222 222

Future income taxes x 7,287 (7,287)

Employee future benefit ii 939 (939)

Intangible assets 7,169 7,169

Goodwill 16,827 16,827

$ 204,369 $ 63,147 $ 267,516
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Canadian
GAAP

Notes (Note 23) Adjustment 'FRS

LIABILITIES

Current Liabilities

Bank indebtedness $ 36,226 36,226
Accounts payable and accrued
liabilities v, vii 21,575 (2,245) 19,330

Deferred revenue 12,232 12,232

Due to related companies vi 5.743 (311 ) 5,432

Future income taxes x 332 (332)
Current portion of long term
liabilities viii 27,310 (287) 27,023
Current portion of long term
provisions v 2,441 1,820 4,261

105,859 (1,355) 104,504

Long term liabilities 66 66

Employee future ·benefits ii 20,297 15,606 35,903

Future income taxes x 6,955 (6,955)

Long term provisions v 6,180 1,301 7,481

139,357 8,597 147,954

SHAREHOLDERS' EQUITY

Capital stock x 299,089 (746) 298,343
Equity component of
convertible notes vi 217 (217)

Contributed surplus vii 15,038 (4.597) 10,441

Deficit (249,332) 60,319 (189,013)
Equity attributable to owners
of parent 65,012 54,759 119,771

Non-controlling interest ix (209) (209)

Total Equity. 65,012 54,550 119,562

$ 204,369 63.147 267,516
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(c) Reconciliation of Net Income As Reported Under Previous Canadian GAAP to IFRS
The following is a reconciliation of the Company's net income reported in accordance with Canadian GAAP to
its net income in accordance with IFRS for the ttlree month period ended March 31, 2010.

Period ended Year ended
Note March 31. 2010 December 31, 2010

Net loss as reported under previous
$ (10,905)Canadian GAAP $ (74,752)

Differences increasing (decreasing)
reported net income:

Depreciation expense (1.145) (3,311)

Employee benefit expense ii 144 (313)

Share-based payments expense vii 833 4,378
Impairment of assets prior to disposal
to Quebec Silicon iv (17,693)

De-consolidate Quebec Silicon iv (1,462)
Fair value adjustment of financial
liability vi 460 663
Share of net loss injointly ::ontrolled
entIty iv, vii (335)

Impairment of long lived assets iii (2,022)

. Interest ii, v, vi 24 (612)

Transaction costs viii (47) (215)

Net loss as reported under IFRS $ ,- (10,636) $ (95.674)

Explanationof reconcilil;lg items from previousCanadian GAAPto IFRS

The following explanations accompany the preceding reconciliations and describe the effect of the transition
to IFRS:

i. Property, Plant and EqUipment
The Company elected. to record certain items of property, plant and eqUipment at fair value as
deemed cost on transition. The resulting carrying value of these assets for IFRS exceeded the
recorded amount under previous Canadian GAAP by $71,070 at January 1, 2010.

For all other items of property, plant and eqUipment, the provisions of lAS 16 were retrospectively
applied: Differences relating to the level of componentization and depreciation rates as at transition
date caused the carrying value of these assets under IFRS to exceed the recorded amount under
Canadian GAAP by $1,448.

The net increase in carrying value resulted in higher depreciation under IFRS as compared to
. previous Canadian GAAP, however, this impact is partially offset by using longer estimated useful

lives for certain component parts (for the three months ended March 31, 2010 - $1.145; twelve
months ended December 31,2010 - $3,311).

ii. Employee Benefits
The Company elected to recognize in equity all cumulative actuarial gains and losses existing at the
transition date.

The other differences impacting the consolidated balance sheet and consolidated statements of
operations and comprehensive loss include:

Under Canadian GAAP, past service costs are generally amortized on a straight-line basis over
the average remaining service period of active employees. lAS 19 requires the past service
costs to be expensed on an accelerated basis, with vested past service costs expensed
immediately and unvested past service. costs recognized on a straight-line basis until the
benefits become vested. .
Under CanadianGAAP, certain losses that were unrecognized at the time of adopting the
Canadian accounting standard were permitted to be recognized as a transitional asset and
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amortized Ihto income over time. Those amounts are not permitted to remain unrecognized
under .IAS 19 and must be recognized in equity on the transition date.

• . Canadian GAAP permits the defined benefit obligation to be measured using rates inherent in
the current prices of annuity contracts if immediate settlement using such an annuity contract
is possible. lAS 19 requires the rate used to discount the ·defined benefit obligation to be
determined by reference to market yields on high quality corporate bonds.
In addition IFRIC 14, The Limit ona Defined Benefit Asset - Minimum Funding Requirements,
requires the Company to take into accoUnt solvency funding contributions it currently makes
to its pension plans to cover its solvency deficit when determining its pension asset or
obligation. The Corporation has recorded an additionalliability as a result of IFRIC 14.

The consolidated balahcesheets above show a total lAS 19 defined benefit plan deficit of $36,249 at
January 1, 2010 ($35,903 at March 31, 2010; $20,610 at December 31, 201 0) which compares with
a net deficit (employee future benefit obligation less asset) of $19,179 at January 1, 2010 ($19,358
at March 31, 2010; $17,220 at December 31,2010) reported previously under Canadian GAAP. In
addition, the operating expense through the 2010 consolidated statement of operations and
comprehensive loss increased by $313 for the year ended December 31, 2010 (three months ended
March 31, 2010- decreased $144).

Employee benefit obligations reclassified from long term provisions and included in the lAS 19
amounts described above were re-measured applying high quality bond discount rates. The carry
value of the obligations increased $107 at January 1, 2010 (March 31, 2010 - $107; December 31,
2020 - $144). The remeasurement increased interest expense $37 for the year ended December 31,
2010 (three months ended March 31,2010 - $nil).

iii. Long term asset impairment

lAS 36, Impairmentof Assets (" lAS 36"). requires a one-step approach to determine the recoverable
amount of a CGU. Previous Canadian GAAP's two step approach required the application of
discounted cash flow techniques to measure the impairment amount, but only after the use of
undiscounted cash analysis indicates the existence of impairment. The adoption of lAS 36 is
expected to result in more frequent write downs as compared. to previous Canadian GAAP since the
carrying amount of the assets which are supported by undiscounted cash flows may be determined
impaired when the 'future cash flows are discounted in accordance with the IFRS requirements. Under
IFRS, except for irnpairment losses attributed to goodwill, previous impairment losses may be
reversed or reducedifcircurnstances lead to a change In the impairment amount.

In accordance with lAS 36, Impairment of Assets, the Company assessed whether there were events
or circumstances indicating that an asset may be.impaired both at thedate of transition to IFRS and
as at December 31, 2010. Recoverable amounts were calculated using discounted cash flow models
based on the Company's long-term planning model. The key assump~ions used in those reviews are
disclosed in Note 25. As a result of the review of recoverable amounts it was determined that certain
of the Company's CGUs were impaired.

The total impact on the .consolidated balance sheet shows a reduction. in property, plant and
equipment of $1,834 and a. reduction in intangible assets of $188 at December 31, 2010 ($nil at
January 1, 2010 and March 31, 2010). In addition, cost of goods sold reflects the impact on
depreciation/amortization as a result of the recognition of this impairment loss.

iv. Investments

Under lAS 31, Financial Reportil'1g of Interests in Joint Ventures, the Companyrecognizes its interest
in the jointly controlled entity, Quebec Silicon, using the eqUity method from October 1, 2010 (Note
6). Under the equity method, the investment in a jointly controlled entity is carried in the
consolidated balance sheet at cost plus post acquisition changes in the Company's share of net
assets ofthejointly controlled entity. Under previous Canadian GAAP, however, this investment was
considered to be a Variable Interest Entity from October 1, 2010 and the Company was considered
the primary beneficiary and accordingly the Company consolidated.thejointlycontrolledentity.

The adjustment on. the consolidated balance sheet reflects deconsolidation of all the assets and
liabilities recognized under previous Canadian GAAP relating to the jointly controlled entity and an
increase in investment balance by $43,173 at December 31, 2010 (refer to Note 6).
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Under the equity method, the Company recognizes its share of the net income of the jointly
controlled entity, restated to IFRS accounting policies consistent with those of the Company (three
months ended March 31, 2010 - $nil; year ended December 31, 2010 - $54). Under previous
Canadian GAAP, Quebec Silicon was consolidated and a non-controlling interest change was
recognized with regards to Dow Corning. Under IFRS, Quebec Silicon is not consolidated reSUlting in
a decrease in net income of $1,462 for the twelve months ended December 31,2010.

The Company's share ofprofits included in inventories purchased from Quebec Silicon are eliminated
as at the balance sheet date (January 1,2010 and March 31,2010 - $nil; December 31,2010­
$211) .

The accounting in this respect also resulted in an additional impairment loss on transition to IFRS of
$17,693 for the year ended December 31, 2010 determined as the difference between the net
proceeds received, the fair value of the 51% investment in Quebec Silicon retained and the carrying
value of the assets deconsolidated.

v. Provisions

Under IFRS, the discount rate used to calculate the present value of obligations is the pre-tax rate
that reflects current market assessments of the time value of money and the risks specific to the
liability. Under previous Canadian GAAP, Timminco discounted the future cash flows using
Timminco's credit aqjusted risk free rate. Accordingly, the discount rate applied under IFRS is lower

.' than the rate Llsed under. previous Canadian GAAP. The re-measurement increased current and long­
term provisions (January 1, 2010 - $2,306; March 31, 2010 - $2,195 and December 31, 2010 ­
$2,319) .

.Amounts relating to termination benefits which were recorded as provisions under previous Canadian
GAAP have been reclassified as employee benefits. The total impact on the consolidated balance
sheet is a decrease in current and long-term provisions and an increase in employee benefits of
$1,906 at January 1,2010 ($1,525 at March 31,2010; $1,086 at December 31,2010). In addition,
the statements of .operations and comprehensive loss reflect the impact on operating expense as a
result of the recognition of the additional provisions on transition to IFRS.

Under IFRS, current and long-term provisions are accounted for and disclosed separately from
accounts payable and accrued liabilities. Provisions were reclassified from accounts payable and
accrued liabilities to current and long-term provisions (January 1, 2010 and March 31, 2010 ­
$2,451; December 31, 2010 - $nil). Also, the accounting for Quebec Silicon under the equity
method for IFRS results in the environmental undertakings indemnification of Becancour Silicon to
Quebec Silicon (Note 22(a) iii) being re-measured as at December 31, 2010 and increasing the
provision $52 ($nil impact for January 1, 2010 and March 31, 2010). During the third and fourth
quarters of 2010, the obligations previously reclassified from accounts payable .and accrued liabilities
were settled as contractual. obligations. Accordingly, these obligations were reclassified to long term
liabilities inclUding current portions under IFRS during these respective. periods (as at December 31,
201 0 ~ $4,460).

Accretion of provisions for the three months ended March 31, 2010 was lower by $111 (year ended
December 31,2010 - $12 increase).

vi. Due to ..elated companies and other financial liability

The Company had.issued a convertible debt to AMG (refer Note 14) and under Canadian GAAPthe
conversion featurE! relating to this debt was accounted for as an equity instniment for $217 at all
reporting dates. Upder IFRS, however, this debUncluding the embedded derivative.conversion option
is accounted for as a financial liability in accordance with lAS 32, Financial Instruments: Presentation
and lAS 39, Financial Instruments.

The.total impact on the consolidated balance sheet shows a decrease in long term portion ofdue to
related companies py $409 at January 1, 2010. ($311 at March 31, 2010; $1,433 at December 31,
2010) and recognition of an other financial liability of $471 at January 1, 2010 ($nil at March 31,
2010; $1,343 at December 31,2010). In addition, the operating experise reflects the aqjustment for
accreted interest expense, foreign exchange,and the mark to market of the embedded derivative
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conversion option financial liability (three months ended March 31, 2010 - $87 and $460.
respectively;twelvernonths ended December 31,2.010 - $511 and $663, respectively).

vii. Share-Based Payments
The Company elected to only retrospectively apply the provisions of IFRS 2 to equity-settled awards
that were unvested at the transition date and liability awards outstanding at the transition date.

The differences impacting the statement of position at the transition date include:
When shareholder approval is necessary, IFRS 2 does not permit a grant date to occur prior to
such approval being obtained. Under existing Canadian GAAP, a grant date can occur when
shareholder approval is assured. Since the final measurement of compensation for equity­
settled awards generally occurs on the grant date, this difference impacts the measurement of
compensation for certain options that were granted by the Company in 2008 but approved by
shareholders in 2009.
Awards with graded vesting provisions are treated as a single award for both measurement
and recognition purposes under Canadian GAAP. IFRS 2 requires such awards to be treated
as a series of individual awards, with compensation measured and recognized separately for
eacll tranche of options within a grant that has a different vesting date.

Under Canadian GAAP. compensation is recognized assuming all options will vest and adjusted as
forfeitures occur. IFRS 2 requires an estimate of forfeitures to be reflectad in the amount of
compensation recognized.

At January. 1, 2010,. the application of IFRS 2 reduced contributed surplus and increased opening
retained earnings by $ 3,558 ($4,597 at March 31. 2010; $8.003 at December 31. 2010). The
expense under IFRS is lower by $4,622 for the year ended December 31, 2010 ($1,039 for the three
months ended March 31. 2010) as compared to previous Canadian GAAP:

Employees transferred from Becancour Silicon to Quebec Silicon retained the rights to vested and
unvested options..' As t.here is no corresponding equivalent or offsetting contribution by Dow Corning.
49% of the share-based payment must be recognized by the Company. The amount increases
contributed surplus and decreases share of net income of a jointly controlled entity (for the year
ended December 31,2010 - $178).

Under IFRS, expense recognition for the performance share units is based ona fair value model,
compared to an intrinsic value under previous Canadian GAAP (for the three months ended March 31,
2010 - $206; for the year ended December 31.2010 - $244). The resulting fair value is recorded in
accounts payable and accrued liabilities (January 1. 2010 - $nil; March 31 , 2010 - $206; December
31,2010 - $244).

viii. Tran'saction costs on debt

Under IFRS. transaction costs related to the lo~g term debt instruments are included in the value of
the instruments and amortized using the effective interest rate method. Under previous Canadian
GAAP. such transaction costs were expensed by the Company.

The total impact on. the consolidated balance sheets is adecrea~e i.n .Iong term liabilities including
current portions by $334 at January 1, 2010 ($287 at March 31. 2010; $119 at December 31, 2010).
In addition, the operating expense reflects the impact of accreted interest expense in this respect of
$215 for the year ended December31, 2010 ($47 for the three months ended ry'Iarch 31, 2010).

ix. Non-Controlling Interest in Thorsil
Under previous CanadianGAAP, the loss attributable to the non-controlling interest of Thorsil is
shown as a deduction in the determination of loss in the statement of operations.and comprehensive
loss. lAS 27, Consolidated Financial Statements and Accounting for Investments in Subsidiaries, ~he

loss attributable to the non-controlling interest of Thorsil is notinclu<;led in the determination of loss
in the statement of operations but are attributed to non-controlling interest in the statement of
changes in equity. In addition, under previous Canadian GAAP, losses attributable to the non­
controlling interestll'JereHmited such that the non-controlling interest amount on .the balance sheet
was not taken into a debit balance. Under IFRS. lOsses continue to bEl attributed to non-controlling
interest even if this results in a debit balance (for the three months elided March 31. 2010 - $209;
for the year ended December 31. 2010 - $610).
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x. Income Taxes
The decrease in net income related to deferred taxes reflects the change in temporary differences
resulting from the effect of the IFRSand Canadian GAAP adjustments described.

Under previous Canadian GAAP, the Company is exempt from recognizing temporary differences
relating to its outstanding convertible debt because the Company is able to settle the instrument
without the incidence of tax. lAS 12, Income Taxes ("lAS 12") does not contain such an exemption
and the recognition of temporary differences is required. At January 1 ~ 2010, this change in
accounting policy reduced capital stock and increased opening retained earnings by $746 ($746 at
March 31,2010; $746at December 31,2010).

Under IFRS the deferred tax assets and liabilities can be offset if they are from the same legal entity
and SUbject to tax by the same taxing authorities. In this respect an adjustment has been made on
the consolidated balance sheets to reduce the deferred tax asset and liability by $2,831 at January 1,
2010 ($7,287 at March 31, 2010; $2,283 at December 31, 2010) compared with that previously
reported under Canadian GAAP.

(d) Reconciliation of Comprehensive (Loss) Income As Reported Under Previous Canadian GAAP and
IFRS
The following is a reconciliation of the company's comprehensive income reported in accordance with
previous Canadian GAAP to its comprehensive income in accordance with IFRS for the three month period
ended March 31, 2010.

S06

Comprehensive loss as reported under previous
Canadian GAAP
Differences increasing (decreasing) reported
comprehensive loss:

Differences in net income

Comprehensive loss as reported under IFRS

Note
Period ended

March 31, 2010

(10,905)

269

(10,636)

Year ended
December 31,2010

(74,752)

(20,922)

(95,674)

i. Differences in Net Income
Reflects the differences in net income between Canadian GAAP and IFRS as described above (Note
24(c» .

(e) Reconciliation of Consolidated Statements of Cash Flows As Reported Under Previous Canadian
GAAP and I FRS
There are no material differences between the operating, investing and financing subtotals in the
statements of cash flows presented under IFRS and the statements of cash flows under previous Canadian
GAAP for the three months ended March 31, 2010. For the year ended December 31, 2010 the operating,
investing and financing sub-totals are impacted by the de-consolidation of Quebec Silicon.

25. SELECTED ANNUAL DISCLOSURES

As these .in~erim consolidated fi.IJ,ancial. statements. are thE!. Company's. fir~t .cO[1splidatedfinancial .statements
prepared using IFRS, the Company has included certain unaudited annual IFRS disclosures to the extent thatthey
are new disclosures or have changed significantly under IFRS and the Company considers them to be material to
the understanding. of the interim consolidated financial statements:
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(a) IMPAIRMENT TESTING
For purposes of impairment testing the Company determined that ishas three CGUs, namely silicon metal
assets and each of the solar grade purification facilities known as HP1 and HP2. The silicon metal asset CGU
is at the reporting date primarily comprised of the 51 % share in thejointly controlled entity Quebec Silicon
and working capital for the silicon metal trading operation of Becancour Silicon. Goodwill has been allocated
to the solar metal asset cash generating unit and to the group of solar grade purification cash generating
units comprised of HP1 and HP2.

Silicon metal assets:

Opening balance historical costs goodwill at January 1

Impairment loss of the period

Closing balance goodwill at December 31,2010

Solar grade purification facilities:

Opening balance historical costs goodwill at January 1

Impairment loss of the period

Closing balance goodwill at December 31,2010

Silicon metal·facilities:
The Company performed its last annual impairment test as at December 31, 2010. Tile recoverable amount
of the silicon .metal asset.GGU has been determined based on a value in use calculation using cash flow
projections from financial forecasts presented to the Company's Board of Directors covering a five year
period. The pre~tax discount rate applied to the cash flow projections was 19% as of December 31, 2010
(January 1, 2010: 17%) and cash flows beyond the five year period were extrapolated using a 3% growth
rate as of December 31, 2010 (January 1, 2010: 3%) which did not exceed the long term average growth
rate projected for the worldwidesiliconindustry. As a result of this analysis management has not recognized
any impairment.

In the third quarter 2010, the Company announced an agreement for the sale of a 49% interest in the
silicon metal production assets ("metal disposal group") to Dow Corning. Accordingly, the silicon metal CGU
was reclassified as assets available for sale. The carrying value of the metal disposal group exceeded fair
valueless cost of sale resulting in an impairment charge of $17,693.

Solar grade purification facilities:
The Company performed an annual impairment test as at January 1, 2010. The recoverable amount of the
solar CGU HP1 was determined based on a value in use calculation using medium-term cash flow projections
from financial forecasts presented to the Company's Board of Directors and estimated cash flows thereafter.
The pre tax discount rate applied to the cash flow projections was 19.5% as of January 1, 2010 and cash
flows beyond the five year period are extrapolated using a 3% growth rate as of January 1, 2010 which did
not exceed the long term average growth rate projected for the worldwide polysilicon industry.

The Company performed its last annual impairment test as at December 31, 2010. The recoverable amount
of the solar CGU HP1 was determined based on a fair value less cost of sale calculation under which the
Company used probability weighted cash flow projection scenarios to arrive at the fair value less cost of
sale. The pre tax discount rate applied to the cash flow prqjections was 21.5% as of December 31, 2010
and cash flows beyond the five .year period are extrapolated using a 3% growth rate as of December 31,
2010 which did not exceed the long term average growth rate projected for the worldwide polysilicon
industry.

With respect to the HP2 CGU, the installation of the assets is still not complete and there is also the
expectation, that future sales volumes will not be sufficient to require this facility'S capacity. in the
production of solar grade silicon. Accordingly the fair value less cost of sale of the assets was .used for the
determination of the recoverable amount for the HP2 CGU.

As a result of this analysis the goodWill balance allocated to the solar CGUs. was completely impaired in the
amol.mtof$4,475 in the fis'cal period 2010. For theHP2 CGU, at the IFRS transition date January 1,2010,
an impairmentamount of $41,377 was recorded. This impairment amount was further increased during the
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fiscal period 2010 by $1,572. For the HP1 CGU the net carrying value of the production equipment and
intangible assets was, impaired in .the fourth quarter 2010 by an amount of $3,156. In the first quarter
2011 no further impairment has been recognized.

Key assumptions used in value in use and fair value less cost of sale calculations
The calculation of value-in-use for both the solar grade silicon and the silicon metal CGUs are most sensitive
to the following assumptions:

Gross margin;
Discount rates;
Price development for silicon products;
Market share during the forecast period; and
Growth rate used to extrapolate cash flows beyond the forecast period.

The Company determined that these same assumptions were appropriate for the evaluation of probability
weighted scenarios to determine fair value less cost of sale as at December 31, 2010 for the HP1 CGU.

Gross margins
Gross margins are based on average values achieved in the three years preceding the start of the budget
period. These are increased over the forecast period for anticipated efficiency improvements and resulting
production volume increases. An increase of 5 percentage points per annum was applied.

Discount rates
Discount rates reflect the current market assessment of the risks specific to each CGU. The pre-tax discount
rate was estimated based. on the average percentage of a weighted average cost of capital acjjusted to
exclude taxes for the industry. This rate was further acjjusted to reflect the market assessment of any risk
specific to the CGU for which future estimates of cash-flows have not been adjusted .

. .Price development for the silicon markets
Estimates are obtained from published forecasts about the future development of worldwide silicon metal
pricesduri~g the detailed forecast period.

Market share assumptions '.
These assumptions are important because, as well as using industry data for growth rates (as noted below)
management assesses how the CG,U's position,relative to its competitors, might change over the forecast
period.The Company expects its share of the silicon market to be stable over the forecast period.

Growth rate estimates
Growth rates of approximately 3% were used to extrapolate cash flow projections beyond the five year
period covered by the forecast and did not exceed the long-term average growtll rate of the industry.

Sensitivity to changes in assumptions
With regard to the assessment of value-in-use and fair value less cost of sale, management believes that
reasonably foreseeable changes in the above key assumptions taken as a whole would not cause the
carrying.valLJe ofthe silicon metal CGU to materially exceed its recoverable amount.

For the HP1 and HP2 CGUs the recoverable amount is equal to its carrying value and, consequently, any
adverse change in a key assumption may result in a further impairment loss. The implications of the key
assumptions Jor the recoverable amount are discussed below:

Operational Performance
Management has considered the possibility of lower than forecasted production yields. This may occur if

production. lines are not operating efficiently or if below grade silicon metal feedstock is used. Also during
2010, the Company has been applying a continuous improvement strategy to its solar purification
processes,which have been specifically designed to achieve a targeted purity and consistency in tile end
product at a competitive cost. Should the Company. be unable to achieve targeted production yields or
consistent manufacturing processes, a further impairment would result.

Growth rate assumptions
Management recognises that the speed of technological change and the possibility of new entrants can have
a significant impact on growth rate assumptions. The effect of new entrants is not expected to have an
adverse impact on the forecasts included in the budget. but could yield a reasonably possible alternative to
the estimated long-term growth rate of 3%. During 2010, the Company focused efforts to develop market
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opportunities for the solar grade silicon product line to determine and evaluate current specifications of
prospective customers. If these specifications cannot be achieved or prospective customers cannot
efficiently produce solar wafers with solar grade silicon, then projected volumes or growth rates may not be
achieved. A reduction of the estimated volumes or long-term growth rate would result in a further
impairment. .

(b) Deferred tax assets and liabilities

Recognized deferred income tax assets and liabilities
The tax effects of temporary differences that have been recognized as deferred tax assets and liabilities are
presented below:

509

Accruals and provisions

InVentories

Post employment benefits

Tax loss carry forwards

Property, plant and equipn,ent

Investment in QSLP

Intangible assets

Transaction costs

Unrealized foreign exchange gains
Net deferred tax assets
(liabilities)

Deferred tax expense (incqm,e)

Consolidpted
statements of

operations and
comprehensive

Consolidated balance sheet income/loss
As at As at Year ended

December 31. 2010 January 1. 2010 December 31. 2010

$ 1,577 $ 3,479 $ (1,902)

111 111

2.074 3,979 (1.905)

9,191 (9.191)

2.913 (13,962) 16.875

(5,437) (5,437)

(871) (2.142) 1,271

(32) (90) 58

(335) (455) 120

$ $

$

Reconciliation of deferred tax assets and liabilities

Opening balance as of January 1

Deferred tax expense (income) in the period

Closing ba'iance as of December 31

Deferred tax assets and liabilities are offset since equal amounts of assets and liabilities relate to taxes
levied by the same tax authority,
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Unrecognized deferred tax assets and liabilities
Deferred tax assets have not been recognized in respect of the following items:

AS at
31 December 2010

510

Timing differences associated with:

Property. plant and equipment

Deferred financing costs

Share issue costs

Accruals and provisions

Post employment benefits

Research and development expenditures

Impaired investments

Impaired land

Ontario/Federal tax harmonization credit

Tax losscarry forwards

Investment tax credits expiring between 2011 and 2018

Alternative and corporate minimum tax carry forwards

47,840

664

2.338

11,513

12.919

26,693

9,230

158

270

111,625

194,567

7.845

113

Deferred tax assets have not been recognized in respect of these timing differences, tax losses and
investment tax credits as there is insufficient certainty as to the availability of future profits against which
they can be utilized.

At December 31,2010 the unrecognized tax loss carry forwards above include:

Gross tax loss carry forwards available to reduce future years' income in:

Canada expiring between· 2013 and 2029

United States (Federal) expiring between 2012 and 2028

Iceland expiring in 2020

Taxable capital loss carry forwards available to reduce future years' taxable capital
gains in:

Canada - no expiry date

$

$

$

$

159.353

22.534

1,243

11.553

Approximately $1.331 of the United States tax loss carry forwards above are suQject to restrictions that
limit theamount that can be utilized in anyone taxation year.

The Company's investment in partnership units of Quebec Silicon has a tax basis which is approximately
$19,375 less than its acco:.mting carrying value. A deferred tax liability pertaining to the half of this
difference which would be taxable on the disposition of the partnership units has not been recorded since
the Company has control over a disposition and it is probable that the temporary difference will not reverse
in the foreseeable future.

Except as qiscussed above with respect to the investment in Quebec Silicon, the Company does not have
any temporary differences associated with investments in subsidiaries, branches and associates and
interests injoint ventures, for which deferred tax liabilities could be recognized.
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(c) Employee benefits

The Company provides pension or retirement benefits to substantially all of its employees in Canada and the
United States through Company RRSPs, 401 (K). a defined contribution plan and defined benefit plans, based
on length of service and remuneration.

The Company sponsors a contributory defined benefit pension plan and other retirement benefits for certain
of its eligible employees. Pension benefits vest immediately and are based on years of service and average
final earnings. Other post-retirement benefits consist of a group insurance plan covering plan members for
life insurance, disability, hospital. medical and dental benefits. At retirement, employees maintain a reduced
life insurance coverage and certain hospital and medical benefits. The Company funds expenditures of the
other post-retirement benefits plan as incurred. The net cost of other post-retirement benefits includes the
current service cost, the interest cost and the amortization of experience losses.

Information about the Company's defined benefit plans, in aggregate, is as follows:

5 11

Accrued benefit obligation:

Balance, beginning of year

Current service cost, net of plan expenses

Emphjyee·contribution

Plan curtailment

Interest cost

Net actuarial (gain) loss

Benefits paid

Attributable to disposal of Quebec Silicon

Balance, end of year

$

$

2010
Other Post-

Pension Plans Retirement Plan

59,316 $ 20,364

637 559

228

(11,121)

3,342 1,252

7,596 2,206

(3,899) (545)

(18,560)

48,660 $ 12,715

Plan assets:

Fair value, beginning of year

Actual contributions by the Company

Actual contributions by employees

Actual return (loss) on plan assets

Expected plan expenses

BeneFits paid

Transferred to Quebec Silicon

Fair value, end of year

Funded status - deficit
Restriction to Defined Benefit Asset due to Asset Ceiling
(additional liability for past service minimum funding
requirements)

Unamortized net actuarial loss

Employee future benefits (Note 12)

64

$

$

$

$

45.445

5,340

228

3.468

(135)

(3,899)

(11,252)

39,195

(9.465)

(1,652)

4,383

(6,734)

$

$

$

$

545

(545)

o

(12,715)

69

(12,646)



TIMMINCO LIMITED

Notes to Consolidated Financial Statements
Three months ended March 31, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

The Company's net benefit plan expense, which is recognized in the respective functional expense line in the
consolidated statements of operations and comprehensive income/loss, is as follows:

2010

512

3,342

(2.750)

(4,866)

53

(3,449)

1,654

$ (1,795) $

Current service cost
Past service cost arising from current period plan
initiation / amendment

Interest cost on accrued benefit obligation

Actual return on plan assets
Curtailment gain reported as part of disposal to Quebec
Silicon
Actuarial loss during current period on accrued benefit
obligation

Adjustments to recognize long-term nature of future
employee benefit costs:
Change in the effect of the Asset Ceiling (additional
liability for past service minimum funding requirement)

Amortization of transitional asset

Net benefits plan expense

$

Pension Plans

772 $

Other Post
Retirement Plan

559

1,252

(9,001 )

17

(7,173)

(7,173)

The overall expected rate of return on assets is determined on the market value expectations prevailing on
that date, applicable to the period over which the obligations are to be settled. These are reflected in the
actuarial assumptions below.

The significant actuarial assumptions adopted in measuring the Company's accrued obligations and benefit
costs are as follows (weighted-average assumptions as of March 31, 2011 and December 31, 2010):

2010

Accrued benefit obligation as of December 31 :

Discount rate

Rate of compensation increase

Benefit costs for years ended. December 31 :

Discount rate

Expected long-term rate of return on plan assets

Rate of compensation increase

65

Pension
Plans

4.38-5.9%

2.8%

4.19-6.75%

6.25%

2.8%

Other Post
Retirement Plan

5.4-5.9%

n/a

5.4-5.9%

n/a

n/a
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For the curtailed pension plan, rate of compensation increases are not applicable

2010

513

Assumed other post-retirement benefit obligation trend rates as of
December 31:

Initial weighted average health care trend rate

Ultimate weighted average health care trend rate

Year ultimate rate reached

Assumed other post-retirement benefit costs trend rates for the years
ended December 31:

Initial weighted average health care trend rate

Ultimate weighted average health care trend rate

Year ultimate rate reached

7.10%

4.30%

2026-27

7.9%

4.3%

2024-25

The following table reflects the effect of a change in the assumed health care cost trend rates on the
aggregate of the service and interest cost components of the benefit cost for the period. and on the accrued
benefit obligation at the end of the period:

Accrued Benefit Obligation as at
December 31. 2010

Aggregate of service cost and
interest cost for the period

ending December 31. 2010

Valuation trend + 1%

Valuation trend - 1 %

$

$

1.428

(1.199)

.$

$

381

(291)

Tile major categories of plan assets as a percentage of the fair value of the total plan assets are as follows:

December 31. 2010

Pension plan

Equity

Debt

Others (Fixed Income)

28%

38%

34%

100%

With, respect to other retirement benefits. there is no requirement to fund the deficit. As such. cash
disbursements in a given year are limited to benefits paid to retirees in the year.

(d) Compensation of Key Management Personnel

The Company's key management personnel as at December 31, 2010 includes: (i) all members of the Board
of Directors of Timminco, which is comprised of seven individuals. (ii) the Chief Executive Officer of
Timminco. who is also a member of the Board ,of Directors of Timminco. (iii) the Executive Vice President ­
Financee;tnd Chief Financial Officer of Timminco. who is also a member of the Board of Directors of
Becancour Silicon. (iv) the President and Chief Operating Officer of Timminco. who is also a member of the
Board of Directors of Becancour Silicon. (v) the General Counsel and Corporate Secretary of Timminco, who
is also a member of the Board of Directors of Becancour Silicon, and (vi) the President and Chief Executive
Officer of Quebec Silicon, who also serves in a non-executive capacity for the Company primarily asa
member of the Board of Directors of Becancour Silicon. The compensation of the Company's key
management personnel comprised the following:
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December 31, 2010

514

Short-term employee benefits

Post-employment benefi~s

Other lon~-term employee benefits

Termination benefits

Share-based payments

Total

$

$

2,627

759

3,459

6,845

Short-term employee benefits include: (i) for all members of the Board of Directors of Timminco, the portion
of total compensation earned as a director, including annual retainer, committee chair fees and meeting
fees, for the year ended December 31, 2010 that were paid in cash, and (ii) for all other key management
personnel, the fees, salaries and annual bonuses earned in respect of the year ended December 31, 2010,
and other non-monetary benefits in respect of such period,

Post-employment benefits include: (i) expenses incurred in respect of the year ended December 31, 2010
on behalf of the key management personnel under defined benefit pension plans, group retirement savings
plans, and supplementary executive retirement plans, and (ii) expenses associated with post-retirement
m~di,cal benefits (see Note 12).

,Share-based payments inclpde expenses incurred in the year ended December 31, 2010 in respect of PSUs,
DSUs and options granted to key management personnel (see Note 13).

Any compensation of key management personnel inconnection with the transfer of employment from
BecancourSilicon to Quebec Silicon on September 30, 2010, which includes certain payments on account of
the settlement of PSUs, has been included in the amount in respect of share-based payments.

See Note 14 for additional transactions with related parties involving the Company's key management
personnel.

26. EVENTS AFTER THE REPORTII'JG PERIOD

Subsequent to the first quarter 2011, during May 2011, Becancour Silicon executed a new long-term contract with
one of its long-standing silicon metal customers that replaces all previous commitments with this customer for the
years 201,1 to 2014, which provides for revised pricing as of January 1, 2011 and extends supply commitments to
2015, '

Subsequent to March 31, 2011,theCompany entered into foreign exchange forward contracts to sell €1,800 for
Canadian dollars inthe period May 20 June 2011 at rates of 1,395 to 1.401.
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TIMMINCD
MANAGEMENT'S DISCUSSION AND ANALYSIS

This Management's Discussion and Analysis ("MDM") should be read in conjunction with the unaudited
consolidated financial statements of Timminco Limited ("Timminco" and, collectively, with its
consolidated subsidiaries, the "Company") and the notes thereto for the quarter ended March. 31,
2011, which were prepared in accordance with International Financial Reporting Standards ("IFRS").
While the Company's financial statements prepared in accordance with Canadian generally accepted
accounting principles ("CGAAP") for the year ended December 31, 2010 consolidated Quebec Silicon
Limited Partnership ("Quebec Silicon"), a 51%-owned production partnership that owns the silicon
metal operations in Becancour, Quebec, as of October 1, 2010, the Company equity accounts for this
entity in accordance with IFRS and thus no longer consolidates Quebec Silicon. This MDM covers the
quarter ended March 31, 2011 ("Ql-11") with comparisons to results for the quarter ended March 31,
2010 ("Ql-l0") restated to IFRS. All amounts are in Canadian dollars unless otherwise noted. This
MDM is prepared as of June 14, 2011.

OVERVIEW

The following are the highlights of results for Ql-11, which are described in more detail elsewhere in
this MDM:

515

•

•

•

•

Sales for Ql-ll were $23.9 million, compared to $30.8 million in Ql-l0 reflecting the lower
production off-take from the silicon metal production operations available to Becancour Silicon
Inc.

Earnings·. before interest, taxes, depreciation and amortization ("EBITDA") for Ql-11 was
negative $0.6 million, compared to negative EBITDA of $3.9 million in Ql-l0.

. NEt loss forQl~l1 was $8.1 million or $0.04 per share compared to a loss of $10.6 million or
$0.07 per shareforQl-l0.

Subsequent to Ql-11, during May 2011, Becancour Silicon Inc. executed a new, long-term
silicon metal supply contract with one of its long-standing silicon metal customers that replaces
all previous commitments with this customer for the years 2011 to 2014, amends the existing
contractual relationship with revised pricing retroctive to January 1, 2011, and extends supply
commitments through to the end of 2015.

As a result of its losses and the uncertainty with respect to future solar grade silicon revenues, the
Company is. subject to substantial liquidity risk and going concern risk (see notes 2 and 18 to the
unaudIted consolidated financial statements of the Company).

ADOPTION OF IFRS

In February 2008, the Accounting Standards Board ("AcSB") confirmed that CGAAP for publicly traded
enterprises. would· be converted <to IFRS in the 2011 calendar year. While IFRS uses a conceptual
framework similar to CGAAP, there are significant differences with respect to recognition,
measurement and disclosures.

The accompanying Ql-11 unaudited consolidated financial statements reflect the adoption of IFRS,
with effect from January 1, 2010.

Note 24 of the Ql-11 unaudited consolidated financial statements contains a detailed description ofthe
Company's conversion to IFRS, .Including a reconciliation of net income and comprehensive income
previously prepared under CGAAP to IFRS for Ql-l0 and for the balance sheets and equity as at
January 1, 2010, March 31,2010 and December 31, 2010.



STRATEGY

The Company is pursuing a strategy responsive to changes in market conditions for its two Silicon
Group product lines..;. silicon metal and solar grade silicon.

The Company's allocation of Qu~bec Silicon's silicon metal production for 2011 through 2013,basedon
existing capacity, is essentially sold out as customer deman,d remains strong. Silicon metal pricing has
also strengthened since the low point in 2009. In addition, in May 2011, the Company signed a new,
long-term silicon metal supply contract with a long-standing customer that provides for revised pricing
retroactive to January 1, 2011 and extends the Company's supply commitments through to the end of
2015. The new contract, which replaces all previous commitments with this customer for the years
2011 to 2014, will provide additional liquidity to the Company's wholly-owned subsidiary, Becancour
Silicon Inc. ("Becancour Silicon") in the near term through higher pricing. The Company will continue
to seek improved cost performance and production volume increases in Quebec Silicon to further
improve its operational performance over the long term.

With respect to solar grade silicon, the Company's objective is to produce, through a standardized
process, solar grade silicon that has the characteristics necessary to meet solar cell manufacturers'
specifications and that is priced competitively with polysilicon. To that end, the Company continues its
efforts to develop market opportunities for its solar grade silicon product line, through improvements
in its proprietary purification processes to meet the current specifications of prospective new
customers. The Company has been applying a continuous improvement strategy to its purification
processes, which have been specifically designed to achieve a targeted purity and consistency in the
end product at a competitive cost. These process enhancements have already been implemented, on a
trial scale, and are in advanced stages of testing. In Ql-11, the Company also implemented process
controls in the critical stage of production that transforms the Company's solar grade silicon into ingots
and bricks. The end goal of these efforts is to deploy improved ingoting techniques and derive product
data that the Company can share with its customers to assist them in achieving optimal outcomes
when they produce ingots, bricks and wafers using the Company's solar grade silicon. In addition, as of
April 30, 2011, year to date, the Company had delivered approximately 135 metric tons of solar grade
silicon, in the form of chunks and bricks, to several customers in the photovoltaic industry, as initial
sales towards building future,ongoing customer relationships. The Company intends to continue its
efforts to develop the market for solar grade silicon with the objective of restarting production of solar
grade silicon in 2011 in response to market demand, subject to being able to achieve a sustainable
positive cash operating margin from prospective orders.
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SUMMARY OF OPERATIONS

($OOO's exceot oer share amounts)
01-11 01-10

Sales 23918 30797

Gross Profit (Loss) 771 (6 114)

Gross Profit (Loss) Percentage 3.2% (19.9%)

Net Income (Loss)
Silicon 449 (6172
Corporate/Other (8530) (4464
Total (8081) (10,636

EBITDA(l)
Silicon 1935 2300
Coroorate/Other (2483) 1629
Total (548) 3929

Adiusted Income (Loss) (1)

Silicon 429 6172
Corporate/Other (4639) (4,935
Total (4210) (11 107

Loss per common share basic and diluted (0.04) (0.07)

Weighted average number of common shares
outstanding, basic and diluted (OOO's) 195735 160470

(1) See "Non-GAAP Accountinq Definitions". ..

Silicon Group

The Silicon Group segment is operated through the Company's wholly-owned subsidiary, Becancour
Silicon. Up to September 30, 2010, the Silicon Group segment consisted of the production and sale of
silicon metal and solar grade silicon products. As of October 1, 2010, the production of silicon metal
was transferred to Quebec Silicon, and Becancour Silicon became a purchaser of silicon metal from
Quebec Silicon and continued to sell silicon metal to its own customers. For the three months ended
December 31, 2010, Quebec Silicon's results of operations were consolidated with the Company, under
CGAAP. However, starting October 1, 2010, Quebec Silicon's results are not consolidated with the
Company under IFRS.

During Q1-11, market conditions for silicon metal remained stable, with demand for chemical and
regular grade silicon at traditional levels and spot market prices strengthening. Foreign currency
exchange rates, particularly the Euro/Canadian dollar and the Canadian dollar/US dollar exchange
rates were volatile, effectively lowering the revenues realized by the Silicon Group in Canadian dollars
in Q1-11 (as compared with Q1-10) since the Company sells silicon metal externally predominantly in
Euros and US dollars. The Company purchases from Quebec Silicon substantially all of its silicon metal
for resale to its customers and augments such supply with purchases from other silicon metal
suppliers, at prevailing market prices. Purchases from Quebec Silicon are on a cost-plus basis.
Accordingly, significant factors impacting silicon metal results are furnace efficiency (i.e. output per
unit of capacity) and spending within Quebec Silicon. Efficiency is impacted by furnace utilization
(uptime), process efficiency (production per unit of electricity consumed), and raw material
consumption (output to input). Spending relates primarily to labour and overheads.
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Solar grade silicon operations in Q1-11 reflected the improving market conditions forthis product line
with rev.enue of approximateIY$2.2 million generated primarily from the shipment to customers
through. distributors of 72 metric tons of solar grade sil.icon inventory, some of which was further
processed at the ingoting facility in Becancour, Quebec. Subsequent to Q1-11, during April 2011,
BecancourSilicon shipped an additional 63 metric tons of solar grade silicon, substantially through
similar channels to these same customers.

Silicon Metal Supply Commitments

Subsequent to Q1-11, during May 2011, Becancour Silicon executed a new, long-term silicon metal
supply contract with one of its long-standing silicon metal customers. This new· contract, which
replaces all previous commitments wi~h this customerfor the years 2011 to 2014, amends the existing
contractual relationship with revised pricing retroactive to January 1, 2011, and extends the supply
commitments through to the end of 2015.

The base quantity to be delivered under the new contract is 17,500 metric tons per year from 2011
through 2015, plus an additional quantity of approximately 8,000 metric tons to be delivered by the
end of 2013, for an aggregate total volume of approximately 95,500 metric tons over the five-year
term. These volumes, together with Becancour Silicon's commitments to other silicon metal
customers, represent substantially all of Becancour Silicon's anticipated allocation of up to 51% of the
silicon metal output from the Quebec Silicon production partnership for at least the next three years,
based on existing production capacity at the silicon metal manufacturing facility in Becancour, Quebec,
and Quebec Silicon's commitments under its supply contract with Dow Corning and Becancour Silicon
(see "Related Party Transactions - Quebec Silicon").

The prices under the new contract are fixed for 2011 and are subject to negotiation within a defined
price range for each of the remaining four years, as was the case under the previous supply
commitments. However, under the new contract, the fixed prices for 2011 have increased while the
upper limits of the defined price range for negotiations for the years 2012 through 2014 have been
reduced, relative to the previous commitments. The price range for negotiations in respect of 2015
will be based on a percentage spread above and below the actual pricing for silicon metal deliveries in
2014.

The new pricing is effective as of January 1, 2011 and, as a result, Becancour Silicon received a true­
up payment of apprOXimately (1.2 million ($1.6 million), on account of deliveries made in 2011 prior
to signing the new contract of which $1.2 million was recorded as revenue in Q1-11.

The new contract still contains annual call· and put rights in respect of the supply commitments,
starting with 2012 and based on the upper and lower limits of the defined price range for annual
negotiations. If Becancour SiliCon and the customer are unable to mutually agree on prices for silicon
metal deliveries before the following year, the customer will have a right to buy the annual base
quantity for that year from Becancour Silicon at the upper limit of the price range and Becancour
Silicon will have the right to sell that quantity to the customer at the lower limit.

Consistent with the previous contract, the· annual base quantity under the new contract is subject to
volume adjustments by up to approximately 20% per year, at the customer's option. However, if
either the call right orthe put rightis exercised, then these adjustments do not apply in such year.
The parties' commitments regarding the· base quantity for any· year may also be suspended, if· the
parties are uilable to mutually agree upon prices for that year and neither the call right nor the put
right is exercised.' .

All pricing under the new contract is in Euros, andis subject to the currency adjustmentclause from
the previous contract. This clause effectively reduces by half the parties' exposure to fluctuations in
excess of 5% in the average quarterly USD-Euro exchange rate relative to the rate in effect in October
2009.
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In the fourth quarter of 2010 and Ql-11, Becancour Silicon entered into contractual arrangements to
supply approximately 3,500 metric tons of silicon metal to another long-standing silicon metal
customer. The majority ofthe volume reflects a fixed Canadian dollar price, with the balance reflecting
a fixed Euro price.

In light of Becancour Silicon's supply commitments to customers as described above and the
anticipated production volumes at Quebec Silicon, Becancour Silicon's allocation of silicon metal
production from Quebec Silicon may be less than such supply commitments. See "Risks and
Uncertainties ~ Silicon Metal Supply Commitments."

Results of Operations

For Ql-11, Silicon Group sales were $23.9 million, compared to $30.8 million in Ql-l0.

Analysis of Silicon Group Sales
01-11 01-10

Metric tons $OOO's Metric tons $OOO's
Silicon metal 7815 21,757 12280 29206
By-products - - 6234 1576
Silicon metal product lines 7815 21 757 18514 30782
Solar qrade silicon 72 2161 - 15
Total Silicon Group sales 7887 23,918 18514 30797

Sales of silicon metal were $21.8 million in Ql-11, compared to $29.2 million for Ql-l0. As a result of
transferring the silicon metal production assets to Quebec Silicon and establishing the production and
supply agreements with Dow Corning in. Q4-10, quantities of silicon metal available for sale by
Becancour SilIcon to its customers were reduced by 49%. This is reflected in the lower volumes and
revenues in Ql-11, comparedwith Q1-10. However, the Company hasbeen able to realize higher l,Init
selling prices for silicon metal in Ql-11, reflecting improved market demand compared to Ql-l0. The
volume of silicon metal sold by Becancour Silicon in Ql-11 includes shipments from its existing silicon
metal inventories and silicon metal purchased from Quebec Silicon and other suppliers. The volume of
silicon metal allocated to Becanc::our Silicon in Ql-11 was greater than 51% of Quebec Silicon's
production during that period and, accordingly, Becancour Silicon's allocation will be reduced in
subsequent reporting periods. See "Related Party Transactions - Quebec Silicon".

Also, as a result of the transfer of the silicon metal production assets to Quebec Silicon in Q4-10, all
by-products produced by Quebec Silicon are sold by Becancour Silicon as agent on behalf of Quebec
Silicon. Consequently, these by-product sales are no longer included in the Silicon Group's sales.
However, BeCancour Silicon still owns a silica fumes disposal site and extracts silica fumes (a form of
by-product) from that site. Silica fumes extraction operations are conducted mainly in the summer
months and, accordingly, the Silicon Group did not have any sales of such material in Ql-11.

Solar grade silicon net revenues in Ql-11 were $2.2 million,compared to $0.1 million in Ql-10, and
relate to sale.s of inventories produced in 2009, some of which were further processed at the ingoting
facility in Becancour, Quebec. The Company continues its efforts on further research and development
to meet prospective customer specifications and market development.

Gross. profit for Q1-11 was $0.8 m:llion (3,2% of sales) compared with negative $6.1 million (negative
19.9% of sales) in Ql-l0. The primary contributors to the improvement in gross profit in Ql-11,
compared toQl-l0, were improved gross margin for silicon metal, profitable sales of. solar grade
silicon and inventory valuation provisions of $2.3 million recorded in 2010 that were reversed to reflect
committed solar grade silicon sales. Silicon Group gross margins in Ql-11 were unfavourably impacted
by $1.2 million, compared to Ql-l0, as a result of lower realized Canadian dollar selling prices
resulting from· the depreciation of the Euro and US dollar relative to the Canadian dollar. Commencing
October 2010, to mitigate the volatility of short term exchange rate movements, Becancour Silicon
entered into forward. contracts to convert anticipated Euro inflows into Canadian dollars. During Ql­
11, Quebec Silicon operated at full capacity and the Company purchased its full planned portion of
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production. Silicon metal unit production costs of Quebec Silicon were lower in Q1-11 reflecting better
furnace efficiency, better raw material quality and lower labour costs. Utilities and labour represent a
majority ofQuebec Silicon's silicon metal production costs. Quebec Silicon's spending inthe quarter
was lower than Q1-10, including in respect of labour costs due to reduced overtime. The Company
also operated the ingoting facility at full capacity during Q1-11 in order to further process existing
solar grade silicon inventories for sale to third parties. in Q1-11 and future periods, capitalizing
production costs directly attributable to the finished goods inventories. Cost of sales of the solar grade
silicon product line are comprised of raw materials, utilities, labour, depreciation and an allocation of
manufacturing overhead expenses. During Q1-10solar grade silicon operations were operated for
product development purposes and all costs were expensed in the period.

The Silicon Group generatedEBITDAinQl-ll of positive $1.9 million compared to negative $2.3
million in Q1-10. .The improvement in EBITDA reflects improved average selling prices for silicon
metal,shipment of solar grade silicon at positive gross margins and the operation of the ingoting
facilityJorinventory production.Q1-11 was unfavourably impacted by the currency translation effect
of the Canadian dollar against the Euro and the US dollar.

The Silicon Group generated net income for Q1-11 of $0.4 million, compared with a net loss of $6.2
million for Q1-10. The net income for Q1-11 reflects improved silicon metal margins, profitable
shipments of solar grade silicon inventory and the reversal of net realizable value provisions of $2.3
million in respect of solar grade silicon inventory.

Corporate and Other

Corporate and Other expenses primarily represent selling and administration expenses. Q1-11
includes professional fees of $0.2 million related to the split of the Becancour Silicon and Quebec
Silicon pension and post-retirement· benefit plans, expenditures of $0.1 million for evaluating the
feasibility of a silicon metal facility in lcelandand a favourable foreign exchange adjustment on the
translation of foreign currency denominated debt to Canadian dollars of $0.1 million. Excluding the
split of the. pension and post-retirement benefit· plans, foreign exchange and Iceland expenditures,
Corporate and Other expenses were $1.9 million in Q1-11 and $2.2 million inQ1-10;
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LIQUIDITY AND CAPITAL RESOURCES

SUMMARY OF CASH FLOWS ($OOO's)
01-11 Ql-l0

Net loss(4) (8081) (10,636)
Non-cash adjustments(4) 6721 4896
Expenditures for benefit plans and various
provisions (1 394) (894)
Cash used in operations before changes in non-cash
workinq capital 2754 (6634)
Non-cash working capital changes 3690 10211
Cash from (used in) operating activities 6444 3577
Capital expenditures (14) (655)
Decrease in bank indebtedness - (4089)
Issuance of convertible bond - 1043
Cash used in financing activities{l) - (3 046)
Other investing and financing activities(2) (62) (29)
Net change in cash during the period (6 520) (153)
Cash - beginning of period(3) 7483 1170
Cash - end of period(3) 963 1017
(1) "Cash from (used in) financing activities" consists of "Issuance of convertible bond" and

"Decrease in bank indebtedness".
(2) "Other investing and financing activities" consists of "Decrease in long term Iiabiities", "Increase

in loans from related companies" and "Funding from non-controlling interest".
(3) "Cash includes short term interest bearing deposits with original maturities less than 90 days.
(4) Includes inventory net realizable value (reversal) / provision: Ql-11 - $2.5 million reversal; Ql-

10: $0.8 million provision.

Cash From (Used in) Operating Activities

DuringQl-11 and Ql-l0, the Company used cash of $2.8 million and $6.6 million, respectively, from
operations before changes in non-cash working capital. The use of cash in Ql-11 was largely
attributable to cash expenditures for employee future benefits of approximately $1.1 million and long
term provisions of $0.3 million. The use of cash during Ql-l0 resulted from losses incurred from the
solar grade silicon product line operations.

During Ql-1l and Ql-l0, the Company's operations consumed cash of $6.4 million and generated
cash of $3.7 million, respectively. Q1-11 cash flows reflect payment in Ql-11 of Q4-10 silicon metal
purchases from Quebec Silicon and Q1-10 cash flows reflect the orderly liquidation of inventories.

Long Term Inventory

During the 2010 fiscal year, management believed that the timing of future sales of the Company's
solar grade silicon product, including from existing inventories, would be principally dependent upon
successful completion of the Company's continued product and market development activities. As a
result, the Company's inventory of solar_grade silicon was classified as a long-term asset.

Based upon actual solar grade silicon market conditions and the low level of sales during the 2010
fiscal year of its solar grade silicon products, the Company evaluated the carrying value of these
inventories in the third quarter of 2010 relative to their estimated net realizable value and recorded a
provision of $13.1 million to cost of sales. However, the Company continued to pursue market and
product development activities in respect of its solar grade silicon product line and began to further
process its solar grade silicon inventories in Ql-11 to meet renewed market demand. Given the
shipments of and orders-on-hand for solar grade silicon inventories and re-cast solar grade silicon, the
CompanY has· re-c1assified $2.3rnillion of these inventories, after net realizable value reversal, as
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current assets as at March 31, 2011 as it expects to liquidate this inventory within the current year. In
addition, the Company has adjusted the carrying value of inventory for which the Company has
received firm purchase orders that do not require further processing to the extent that the sale prices
are above the ,carrying values. The Company continues to classify as long-term inventory solar grade
silicon that it intends to further process when purification operations re-start. Such re-start date is
currently not determinable.

Expenditures from Benefit Plans .and Various Provisions

In 2008, the Company completed the closure of its cast magnesium billet and specialty magnesium
granules and turnings manufacturing facility in Haley, Ontario. The following table summarizes the
Company's long term obligations re.lated to the site closure:

Cost element Cash Cash Anticipated Anticipated
($OOO's) expenditures expenditures additional cash expenditures

2008 to 2010 during 2011 expenditures beyond 2011
during 2011

Employment
termination costs 1934 25 101 604
Pension 4239 - 1175 1915
Site closure and
remediation costs 2406 91 1113 3738
Total 8,579 116 2,389 6,257

The total cost of the closure over time is expected to be approximately $17 million.

Employmentterrnination costs Viii I continue to be incurred to 2021 for accrued post-employment
obligations of certain former empl'oyees.

Credit Facilities

Summary of Credit Facilities

($ millions) March 31, 2011 December 31, 2010

Total facility $20.0 $20.0
, Borrowing base $8.8 $13.0
Facilities available $3.8 $7.9
Less: Facilities drawn NIL NIL
Undrawn facilities $3.8 $7.9

BecancOLJr Silicon has a Loan and Security Agreement dated December 15, 2010 (the "Senior Credit
Agreement") with Bank of America, N.A., Canada branch (the "Bank"). The Senior Credit Agreement,
which terminates on December 15, 2013, consists of a revolving credit facility (the "Senior Credit
Facility") of up to $20.0 million, subjectto a borrowing base and a $5.0 million availability block. The
applicable interest rate for the Senior Credit Facility was 5.75% as at March 31, 2011.

Starting in Ql-11, the Company is required to maintain certain minimum EBITDA levels, on a
cumulative year-to-date basis as at each month end, and to restrict capital expenditures to certain
maximum levels, alsoon a cumulative year-to-date basisasat each month end, throughout the term.
The definition of EBITDA, for the purposes of the financial covenants in the Senior Credit Facility has
been amended to exclude certCiin'non-cash charges arising in connection with the Company's transition
to IFRS.
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Term Loan

Becancour Silicon has a loan from Investissement Quebec ("IQ") in the principal amount of $26.4 (the
"Term Loan"), which includes the initial $25.0 million principal amount received in July 2009 plus $1.4
million of deferred interest fora six month period during 2010 that has been capitalized. The Term
Loan has a maturity date of July 16, 2019 and bears interest at a variable rate of Bank of Canada
prime plus 9%, which was 12% as at March 31, 2011.

Convertible Notes

Lender Amount Current principal Financial statement
borrowed amount carrying amount, including

outstanding accretion and accrued
interest payable

AMG US$5.0 million US$5.0 million CAD$3.5 million
Strokkur US$1.0 million US$1.0 million CAD$1.1 million

In December 2009, Becancour Silicon issued a convertible promissory note to AMG in consideration for
a loan of US$5.0 million (the "AMG Convertible Note"). On December 15, 2010, Becancour Silicon and
AMG executed an amended and restated AMG Convertible Note, that extended the maturity date of the
AMG Convertible Note by three years, from January 3, 2011 to January 3, 2014, adjusted the
conversion rate and, as of January 1, 2011, set interest at 14%, payable monthly in arrears. Under
IFRS, on the date of restatement, the debt under the AMG Convertible Note and the conversion option
under the AMG Convertible Note were ascribed separate values of US$3.5 million and US$1.5 million,
respectively. The US$3.5 million carrying value of the debt will be accreted to the maturity date value
of US$5.0 million over the three-year term of the note. The conversion option will be fair valued every
quarter and recognized on the Company's balance sheet as "other financial liabilities".

Thorsilehf. ("Thorsil"), a major'ity-controlled Icelandic subsidiary of Timminco, has issued a US$1.0
million convertible bond dated February 22, 2010 (the "Thorsil Bond") to Strokkur Energy ehf.
("Strokkur"), the proceeds of which have been fully and exclusively used to fund preliminary expenses
fora potential silicon metal capacity expansion projeCt in Iceland. Interest on the Thorsil Bond accrues
at 12% per annum and is payable upon maturity. Timminco does not have any cash repayment
liabilities under the Thorsil Bond. However, the Thorsil Bond is convertible, at Strokkur's option, into
Thorsil common shares at a nominal value, or into common shares of Timminco at a conversion price
that is the lesser of $1.09 per share and the 5-day weighted average trading price per share on the
Toronto Stock Exchange ("TSX") on the date of notice of conversion, with the US dollar amount
converted into Canadian dollars at a fixed exchange rate of US$0.95. Strokkur's notice of conversion
is due by ten days priorto the maturity date of the Thorsil Bond.

Since (i) the maturity date of the Thorsil Bond depends on the outcome of negotiations for a long-term
power contract for the Iceland project, and (ii) Thorsil and Orkuveita Reykjavikur, an Icelandic power
company, had, by May 31, 2011, neither signed a long-term power contract for the Iceland project nor
agreedto a new deadline for doing so, the maturity date of the Thorsil Bond is currently June 30, 2011
and the outstanding principal and interest of the Thorsil Bond will be reduced by 10%. However,
Thorsil,Timmnico and Strokkurare currently in negotiations to amend the. Thorsil Bond, for the
purposes of (i) extending the maturity date beyond June 30, 2011, and linking iUo certain deadline
dates relating to a potentiallong~term power contractfor the Iceland project, and.(ii) avoiding a 10%
reduction in the outstanding principal and interest and a conversion of the Thorsil Note on June 30,
2011. If the parties do not agree to such amendments, the amount of principal and interest repayable
on theThorsil Bond onJune30, 2011 will be apprOXimately US$1.05 million and, ifStrokkurelects to
convert such amount into Timminco common shares, the conversion amount in Canadian dollars will be
apprOXimately $1.1 million, pursuant to the existing terms of the Thorsil Bond.
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Capita lization
.

Total Capitalization
($OOO's) March 31 2011 December 31 2010

Convertible notes (AMGand Strokkur) 4650 .. 4652
Bank indebtedness (Bank of America) - . -
Term loan (InvestissementQuebeC) 26371 ; 26318
Shareholaers' equity 43355 50447
Total capitalization 74376 81417

The Company uses the Senior Credit Facility to finance the working capital requirements of Becancour
Silicon's silicon metal trading operations (primarily accounts receivable and silicon metal purchased
from Quebec Silicon), solar grade silicon operations and for general corporate purposes. Becancour
Silicon has funded its investment in its solar grade silicon production facilities and losses from
operations from the issuance of convertible debt and the proceeds from common share equity issued
by Timminco.

Capital Expenditures

The Company operates in a capital-intensive manufacturing industry. Capital expenditures are
incurred to maintain capacity, comply with safety and environmental regulations, support cost
reductions, and foster growth.

During Q1-11, the Company invested nominal amounts in solar grade silicon capital assets.

The Company has agreed to indemnify Quebec Silicon for all expenditures relating to environmental
undertakings setout in a certificate ofauthorization granted to Quebec Silicon by the Quebec Minister
of Sustainable Development, Environment and Parks on September 30, 2Q10,. including estimated
future capital-related expenditures of approximately $0:8 million expected to be incurred during the
remainder of 2011.

While Quebec Silicon plans to fund its capital expenditures from internally generated cash flows, it has
the right to make a cash calion its partners if sufficient resources are not available for certain
maintenance-related or other expenditures.
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Contractual Obligations as at March 31, 2011
Less than 1 to 3 4 to 5

($OOO's) Total 1 Year Years Years Thereafter

Term debt $ 46,745 $ 3,181 $ 14,250 $ 4,492 $ 24,822

Operating Leases 1,826 285 703 197 641

Non-trade financial liabilities due to
related parties 9,038 739 6,664 260 1,375

Thorsil Bond 1,113 1,113

Employee future benefit funding
obligations 14,811 3,424 9,017 2,370

Reorganization obligations 1,958 792 376 118 672

Environmental obligations 7,686 12,234 2,536 188 2,728

Contract termination obligations 4,843 1,443 3,400

Total contractual obligations $ 88,020 $ 13,271 $ 36,946 $ 7,625 $ 30,238

Term debt

"Term debt" represents obligations of Becancour Silicon under the Term Loan, including principal and
interest payable in future periods, as recorded on the balance sheet as at March 31, 2011. See
"Liquidity and Capital Resources - Term Loan".

Operating leases

"Operating leases" 'represent corporate office facility commitments as at March 31, 2011.

Non-trade financial liabilities due to related companies

"Non-trade financial liabilities due to related companies" represent obligations of Becancour Silicon. to
reimburse Quebec Silicon for expenditures with respect to post-retirement benefit obligations of certain
employeeswho retire on or before September 30, 2016 and with respect to the AMG Convertible Note
(see "liquidity and Capital Resources - Convertible Notes").

Thorsil Bond

"Thorsil Bond" represents liabilities of Thorsil ehf with respect to the Thorsil Bond.

Employee future benefit funding obligations

"Employee future benefits funding obligations" reflect statutory funding requirements of the post­
employment defined benefits pension plan of BecancourSilicon and Timminco and the estimated future
funding requirements for post-retirement benefits of Becancour Silicon as at December 31, 2010.
Funding obligations in future periods will be dependent on investment returns of the respective plans'
assets and discount rates in conjunction with other assumptions at the time of valuation updates.

Reorganization and environmental obligations

"Reorganization" and "environmental obligations" are commitments of the Company related to the
c1bsureof'various legacy facilities and compliance matters for the continuing operation of the Silicon
Group. These expenditures include estimated future capital expenditures of approximately $0.8 million
related to Quebec Silicon environmental undertakings for which the Company is contractually
responsible.
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Contra.ct termination obligations

"Contract termination claims" are obligations of Becancour Silicon related· to the termination of
contrac;tsto purchase certain equipment, supplies and services relating to its Becancour solar grade
silicon purification facilities.

Class Action Lawsuit

Timminco and certain· of its direc~()rsand officers, a~well ascertain third parties, have been named as
defendants in a potential class aCtion lawsuit filed in the Ontario Superior Court of Justice on May 14,
2009. This lawsuit was commenced by the plaintiff Ravinder Kumar Sharma on behalf of shareholders
who acquired Timminco's common shares between March 17, 2008 and November 11, 2008 and claims
damages exceeding $540 million. The plaintiff alleges that Timminco and others made certain
misrepresentations about Becancour Silicon's solar grade silicon production process. These are
unproven allegations, and the plaintiff will need to seek leave, or permission, of the court to proceed
under the secondary market disclosure provisions of the Ontario Securities Act.

The Company has not recorded any liability related to these matters. Timminco's directors and officers
insurance policies provide for reimbursement of costs and expenses incurred in connection with this
lawsuit, including legal and professional fees, as well as potential damages awarded, if any, subject to
certain policy limits and deductibles. Timminco intends to vigorously defend these allegations and the
plaintiff's attempt to get court approval to proceed. However, no assurance can be given with respect
to the ultimate outcome of such proceedings, and the amount of any damages awarded in such lawsuit
could be substantial.

RELATED PARTY TRANSACTIONS

AMG Advanced Metallurgical Group

AMGis a significant shareholder of Timminco. As at March 31, 2011, AMG held 83,146,007 common
shares of Timminco, representing apprOXimately 42.5% of the total issued and outstanding shares of
Timminco. M>1G also holds the AMG Convertible Note (see "Liquidity and Capital Resources­
Convertible Notes")~·

AMG. Conversion

Becancour Silicon and AMG Conversion Ltd. ("AMG Conversion"), a wholly~owned subsidiary of AMG,
executed a Memorandum of Understanding dated March 31, 2009 (as amended, the "Memorandum of
UnderstClnding") whereby the parties agreed to jointly develop the ingot production process to optimize
the quality of the ingots and bricks produced with Becancour Silicon's solar grade silicon, and to jointly
explore the feasibility of AMGConversion producing ingots and bricks at the Becancour ingoting
facility on an exclusive long-term tolling basis for and .on behalf of Becancour Silicon. These activities
are to continue during an interim period, which currently expires on September 30, 2011.

In Ql-11, AMGConversion produced ingots and bricks at the Becancour ingoting facility on behalf of
Becancour Silicon, using its eqUipment and BecancourSilicon's employees and solar grade silicon, and
invoiced a tolling fee of approximately $0.4 million, which was based on the actual, fully-loaded cost to
produce ingots and bricks for Becancour Silicon, plus an agreed fixed margin. AMG Conversion also
produced ingots and bricks atthe Becancour ingotingfacility for its own account, using its equipment
and solar grade silicon and Becancour Silicon's employees. Becancour Silicon invoiced AMG Conversion
a tolling fee of approximately $0.1 million.

Quebec Silicon

Quebec Silicon is the production partnership between the Company and Dow Corning that owns the
silicon metal operations in Becancour, Quebec and supplies silicon metal to .its two partners in
proportion to their ownership interests, namely 51% and 49%. Under IFRS, the Company accounts for
its ownership in Quebec Silicon.onan equity basis and, accordingly, does not consolidate Quebec
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Silicon's results of operations upon the transition to IFRS.The following isasummary of certain Ql-11
financial information of Quebec Silicon not included in the Company's unaudited consolidated financial
statements:

Summary of Quebec Silicon Financial Information 01-11
Revenue .

28821
EBITDA{l) '. , ' .. ,

2819
Net Income 147

Ca,sh flow from operations 7294
Capital expenditures (282)
Net cash flow before financing and other activities 7012

Interest bearing debt .' 15064
Equity 86552
Total capitalization 130462

(1) See "Non-GAAP Accounting Definitions".

Quebec Silicon's revenues are derived solely from sales of silicon metal that it produces for its two
partners, and sales of by-products of Quebec Silicon's manufacturing operations. The selling price of
silicon metal is based on Quebec Silicon's full cost of production plus a fixed margin, and the selling
price of by-products is based on prevailing market prices as negotiated with third party customers.
Quebec Silicon's production volumes vary between reporting periods, depending on the overall silicon
metal volume requirements of its partners, the timing of scheduled shut-downs for furnace
maintenance purposes, and other factors.

Although Becancour Silicon is entitled to 51% of the silicon metal produced by Quebec Silicon, the
actual volume of silicon metal allocated to Becancour Silicon may fluctuate between reporting periods,
to address variations .in the mix,of silicon metal grades that Quebec Silicon is required to produce for
its two ,partners, and as a result of the timing of shipments. Any over or under allocations of Quebec
Silicon's production volumes between the two partners during any reporting period are expected to be
rebalanced in subsequent reporting periods. In addition, in Q4-10 (the first period of Quebec Silicon's
operations) and Ql-11, Becancour Silicon received from Quebec Silicon a total of approximately 5,200
metric tons of silicon metal in excess of its 51% entitlement, to satisfy its previously existing customer
commitments; This excess will be factored into Becancour Silicon's production allocation for
subsequent reporting periods through to the end of 2012.

Quebec Silicon has a Loan Agreement with Dow Corning dated October 1, 2010 (the "Loan
Agreement") that provides for a revolving credit facility of up to $10.0 million to fund Quebec Silicon's
working capital requirements. Outstandingamounts bear interest at a variable rate of Canadian prime
plus 2%, which is payable quarterly. As at March 31, 2011, this facility was fully drawn.

On December 10, 2010, Becancour: Silicon and Dow Corning loaned $5.0 million to Quebec Silicon, in
principal amounts that were proportional to their equity interests in Quebec Silicon. In consideration,
Quebec Silicon issued to each of Becancour Silicon and Dow Corning two promissory notes with
maturity dates of April 1, 2011 and March 30, 2012, respectively, and bearing interest at 5% per
annum. Subsequent to Ql-11,QuebecSilicon repaid thenotes due in April 2011 in the amount of $2.5
million.
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CAPITAL STRUCTURE

As at March 31,2011, the common shares issued and reserved were as follows:

Description , Number of Shares
Common shares issued , 195,734,769
Common shares issuable upon the exercise of options 13,217,500
Common shares issuable upon conversion of notes payable 20926869
Common shares on a fully diluted basis 229879 138

RISKS AND UNCERTAINTIES

For a detailed description of risk factors associated with the Company, refer to the section entitled
"Risks and Uncertainties" in the Company's 2010 MD&A dated March 25, 2011. Except as disclosed
below, there have been no material changes to the Company's risk factors from what was disclosed at
that time.

Liquidity Risk

The Company continues to be exposed to liqUidity risk. Liquidity risk arises through financial
obligations exceeding available financial assets at any point in time. The Company's objective in
managing liquidity risk is to maintain sufficient readily available sources of funding in order to meet its
liquidity requirements at any point in time. The Company attempts to achieve this through managing
cash from operations and through the availability of funding from committed credit facilities.

The Company incurred a net loss of $8.1 million for Q1-11 and $95.1 million for the year ended
December 31; 2010.'The Company also incurred net losses for the years ended December 31, 2009,
2008 and 2007. There remains material uncertainty with respect to the level of liquidity that will be
generated by operations in the next twelve months, particularly given the current suspension of solar
grade silicon purification operations.

At March 31, 2011, the Company had negative working capital of $2.9 million, was holding cash of
approximately $1.0 million and had undrawn available lines of credit under the Senior Credit
Agreement ofapproximately $3.8 million.

Both the Senior Credit Agreement' and the Term Loan Agreement contain financial covenants and
cross-default provisions. The minimum EBITDA levels for the purpose of the financial covenants in the
Senior Credit Agreement have been set at amounts based on the Company's projected financial
results. II] the event .that the Company is unable to achieve such financial results, it may become non­
compliant under the Senior Credit Agreement. Non~complial]ce with any of the financial covenants
under the Senior Credit Agreement or the Term Loan Agreement may ,cause the Bank orIQ,
respectively, to declare an event of default and demand repayment of the entire outstanding
indebtedness under such facilities. The AMG Convertible Note also contains a cross-default provision,
financial reporting covenants, a negative debt covenant and certain capital expenditure approval
requirements.

Both the Senior Credit Agreement and the Term Loan Agreement restrict the Company's ability to incur
additional indebtedness, sell assets, create liens or other encumbrances,. incur guaruntee obligations,
make certain payments, make investments, loans or advances and make acquisitions beyond certain
levels. Substi'lntially all of the Ccmpany'sassets have been pledged as collateral to their lenders under
the Senior Credit Agreement and the Term Loan Agreement.

Timminco has also been named as a defendant in a proposed class actionlawsL:it, claiming damages in
excess of $540 million. While Timminco intends to vigorously defend the allegations in such lawsuit
and the plaintiff's attempt to get court approval to proceed, the timing and outcome of such
proceedings are uncertain and the amount of any damages awarded could be substantial.
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As a result oftheCompany'sliquidity risk, the Company'sability to continue as a going concern is
subject to the continued support of its lenders and is uncertain. Therefore the Company may be
unable to continue to realize its assets and discharge its liabilities in the normal course of business.
The unaudited ,consolidated financial statements do not give effect to any adjustments to recorded
amounts and their Classification which'cQuld be necessary should the Company be unable to continue
as a going concern and therefore be required to realize its assets and discharge its liabilities in other
than the normal course of business and ata'mounts different than those reflected in the unaudited
consolidated financial statements~ - '" , ," , , '

Silicon Metal Supply Committnents

In May 2011, Becancour Silicon executed a new, long-term silicon metal supply contract with one of its
long-standing silicon metal customers that replaces all previous commitments with this customer for
the years 2011 to 2014, amends the existing contractual relationship with revised pricing retroactive to
January 1, 2011, and extends supply commitments to 2015. The base quantity to be delivered under
the new contract is 17,500 metric tons per year from 2011 through 2015, plus an additional quantity
of apprOXimately 8,000 metric tons to be delivered by the end of 2013, for an aggregate total volume
of approximately 95,500 metric tons over the five-year term. In addition, in the fourth quarter of
2010 and Q1-11, Becancour Silicon entered into contractual arrangements to supply apprOXimately
3,500 metric tons of silicon metal to another long-standing silicon metal customer (see "Summary of
Operations - Silicon Metal Supply Commitments"). Under the Supply Agreement with Quebec Silicon
and Dow Corning, Becancour Silicon is entitled to 51% of the silicon metal output of Quebec Silicon,
which as of October 2010 owns and operates all of the silicon metal operations of Becancour Silicon.
Based on such existing supply commitments to customers and the anticipated production volumes at
Quebec Silicon, Becancour Silicon's allocation of silicon metal production from Quebec Silicon may be
less than such supply commitments. In such event, Becancour Silicon may: (i) renegotiate the terms
of the Supply Agreement with Quebec Silicon and Dow Corning to allow for the deferral of delivery of
some of Dow Corning's silicon metal allocation; (ii) renegotiate with Becancour Silicon's silicon metal
customers the delivery commitments; or (iii) purchase silicon metal from third parties at spot prices,
for resale to its customers at the fixed contractual prices; However, there is no assurance that any
such measures will result in more favourable delivery commitments for Becancour Silicon. Moreover,
spot prices for silicon metal have been increasing and Becancour Silicon may bein a position of haVing
to purchase .silicon metal on the spot marketatacost that is in excess of the selling price to its end
customers. As a result, to the extent that Becancour Silicon's delivery commitments to its end
customers exceed Becancour Silicon's supply allocation of silicon metal from Quebec Silicon, there
couldbea material adverse effect on the Company's financial position, results of operations and
liqUidity.

CRITICAL ACCOUNTING ESTIMATES

The preparation of the Company's unaudited consolidated financial statements in accordance with IFRS
requires managementto make estimates and assumptions which affect the reported amounts of assets
and liabilities, the disclosure of contingent assets and liabilities at the date of the ,- unaudited
consolidated financial statements, and the reported amounts of revenue .and expenses for the
reporting period. Due to the inherent uncertainty involved with making such estimates, actual results
reported in future periods could differ from those estimates. Significant estimates include the
following:

Measurement,Uncertainty

Certain assets, principally inventory, long term inventory, deferred development costs, property, plant
and equipment and intangibles are subject to .recoverability and/or, impairment tests. Ultimate
recovery of these assets is dependent on the ability to meet higher qualitydemands from solar grade
customers as market conditions evolve and ,estimates of future levels of demand, sales, pricing and
product costing as it relates to both raw material input pricing and production efficiencies." The net
realizable value of solar gradesilicbn inventory is also subject to significant uncertainties in near and
long term market demand and pricing conditions. Deferred development costs recoverability is
dependent on the successful completion and commercialization of solar grade silicon development
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activities. These. estimates. are subject to measurement uncertainty and the effect on the financial
st~tementsofchanges in such estimates in future periods could be significant.

Long Lived Asset Impairment

The Company assesses its long lived assets for impairment in accordance with its accounting policies.
For purposes of impairment testing, the Company determined that it had three cash generating units,
namely, silicon metal assets, and each of its two physically separate, stand alone. solar grade
purification facilities, known as'\HP1" and "HP2". Management compares the carrying value of long
lived assets with the respective fair values of the three cash generating .units to determine if it has
been.impaired. InQ4-10, management determined the. HP1 and HP2 long lived assets, including .a
portion of the intangible assets and all of the goodwill attributable to solar grade purification, were
impaired and. recognized a charge to reduce their carrying value to fair value.· Recovery of the
remaining carrying value of the HPl and HP2 solar grade silicon purification facilities and intangible
assets related to solar silicon production are dependent upon successful completion of the Company's
continued product and market development activities, a restart of solar grade production and sufficient
profitable future production volumes. Should this not materialize as planned, additional material long­
lived asset impairments related to the HP1 and HP2 asset groups, including property, plant and
equipment and intangibles, are likely to occur.

Solar Grade Silicon Inventory Net Realizable Value

Given low sales volume of the Company's solar grade silicon products, the need to meet prospective
new customers' specifications and the uncertainty around the timing of future demand for the finished
products, during 2010, management was not able to predict the volumes of the solar grade silicon
inventory that might have been sold in the near term. Management believed that the timing of future
sales of the CO!T1pany's solar grade silicon product,including from existing inventories, would be
principally dependent upon successful completion of the Company's continued product and market
development activities. As a result, the Company's existing inventory of solar grade silicon was
classified as a.!ong-term asset. Future sales of this inventory would be recognized as revenue and
inventory would be expensed at its net carrying cost.

Based upon solar grade silicon market conditions and the low level of sales during 2010 of its solar
grade siliCOn products,the Company evaluated the carrying value of these -inventories in Q3-10
relative to their estimated net realizable value and recorded a provision of $13.1 million to cost· of
sales. However, the Company continued to pursue market and product development activities in
respect of its solar grade siliCOn product line and began to further process its solar grade silicon
inventories in Q1~11 to meet market demand. Given the shipments of and orders-on-hand for solar
grade silicon inventories and re-cast solar grade silicon, the Company has re-c1assified$2.3 million of
these inventories as current assets as at March 31, 2011 as it expects to liqUidate this inventory within
the current year. In addition, the Company has adjustedthecarryingvalue Of inventory for which the
Company has received firm purchase orders that do not require further processing to the extent that
the sale prices are above the carrying values. The Company continues to classify as. long-term
inventory solar grade silicon that it intends to further· process when purification operations re-start.
Such restart date is currently not determinable.

J)ensionRe~urn and Discount Rates

The estimated return and discount rate affect pension expense and liabilities. These estimates are
made with the.assistanceof the Company's actuari.es to ensure that the estimates are reasonable and
consistent with those of other companies in our industry, The estimated return on plan assets is
subjectto change based on the anticipated returns of the plan assets, the return of equities and fixed
income securities held by the plan and the performance of public securities markets. The discount rate
is subject to change based on the age and changes in composition of the plan members and long term
bond rates. A one percent change in either rate would have a material impact on .the pension
liabilities. Significant ongoing volatility in. the global financial markets ora substantial change in
actuarial assumptions could significantly increase the Company's pension liabilities. This could have a
material adverse effect on the Company's liquidity and results of operations.
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Revenue R.ecognition

Tlieterms6l Becancour'Silicon's'$upply agreements provide certain customers with limited rights of
return. Revenue fromsuch contracts is recorded net of an adjustment for estimated returns of
material not. meeting. contractual. specifications. . The Company's estimate of returns requires
assumptions to be made regarding the costs of re-working returned material to meet' customer
specifications. Should this estimate change, the return provision will be adjusted in the period,

Asset Retirement Obligations

The Company'sasset retirement obligations involve various estimates of the cost of a variety of
activities often many years in thefut,l,lre. The Company engages independent consultants to assist in
the estimation of dosure and rerTlediation costs. Furthermore, the asset retirement obligation is
determined with a risk-free discount rate which currently varies from 1.40% to 3.77% depending on
term. A 1% change in the discount rate will change the obligation by approximately $0.5 million.

Fair Market Value of Inactive Assets

Timminco owns land and buildings of former manufacturing operations and anticipates eventually
disposing of these assets. Management has made estimates of the expected net proceeds and has
reduced the carrying value of these assets to fair value, where applicable. The value of the properties
is impaired by the ongoing environmental remediation underway at the sites.

ACCOUNTING CHANGES

The Company adopted IFRS as the basis of financial reporting effective for Q1-11 with restatement of
comparative periods, using a transition date of January 1, 2010. The significant accounting policies
are included in Note 3 to the Company's unaudited consolidated financial statements. Note 24 to the
unaudited consolidated financial statements also includes a reconciliation of equity, operations and
comprehensive loss as reported under GAAP and IFRS. .

DISCLOSURE CONTROLS AND PROCEDURES

The Chief Executive Officer (CEO) and Chief Financial Officer (CFO) are responsible for establishing and
maintaining adequate disclosure controls and procedures, as defined in National Instrument 52-109 ­
Certification of Disclosure in Issuers' Annual and Interim Filings (NI 52-109). Disclosure controls and
procedures are designed to provide reasonable assurance that information required to be disclosed in
filings, under securities legislation is accumulated and communicated to management, including the
CEO and CFO as appropriate, to allow timely decisionsreg13rding public disclosure. They are also
designed to provide reasonable 13ssurance that all information .required to be disclosed in these filings
is recorded, Processed, summarized and reported within the time periods specified in securities
legislation. The Company regularly reviews its disclosure controls and procedures; however, they
cannot provide an absolute level of assurance because of the inherent limitations in control systems to
prevent or detect all misstatements due to error or fraud.

INTERNAL CONTROL OVER FINANCIAL REPORTING

Management. is responsible for establishing and maintaining adequate internal control over financial
reporting ("ICFR"), as defined in NI 52-109. ICFR is a process designed by or under the supervision of
the CEO, .and CFO, and effected by the Board of Directors, management and other personnel, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external.purposes in accordance with IFRS, and includes those policie? .and
procedures that: (1) pertain to the maintenance of records that in reasonable deteil accurgtelyand
fairly reflect the transactions and dispositions of the assets of the Company; (2) are, designed to
proVide reasonable assurance thattransactions are recorded as necessary to permit prepC1ration, 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
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(3) are' designed to 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 financial statements.

All internal control systems have inherent limitations and therefore ICFR can only provide reasonable
assurance and may not preventor detect misstatements due to error or fraud.

Changes in Internal Control over Financial Reporting

The Company implemented changes in respect of oraffecting its ICFR during Ql-ll iflconnection with
the requirement that commencing Ql~l1, the Company must report its results applying IFRS. The
January 1,·2010 transition date reqUires re-statement of the Company's 2010' interim and annual
results from CGAAP to IFRS. Although the Company has been' reporting IFRS compliant results to
AMG, there are some reporting differences resulting from AMG's earlier transition date. The Company
has performed a detailed comparison and analysis of CGAAP to IFRS to identify all material differences.

RECENT ACCOUNTING PRONOUNCEMENTS ISSUED BUT NOT YET ADOPTED

IFRS 9 Financial Instruments: Classification and Measurement

IFRS 9 as issued reflects the first phase of the lASS's work on the replacement of lAS 39 and applies
to classification and measurement of financial assets as defined in lAS 39. The standard is effective for
annual periods beginning on or after January 1, 2013. In subsequent phases, the lASS will address
classification and measurement of financial liabilities, hedge accounting and derecognition. The
completion of this project is expected in early 2011. The adoption of the first phase of IFRS 9 will have
an effect on the classification and measurement of the Company's financial assets. The Company will
quantify the effect in conjunction with the other phases, when issued, to present a comprehensive
picture.

IFRS 10 Consolidated Financial Statements

IFRS 10 replaces the portion of lAS 27 Consolidated and Separate Financial Statements that addresses
the accounting for consolidated financial statements. It also includes the issues raised in SIC-12
Consolidation,...,... Special Purpose Entities.. What. remains in lAS 27 is limited to accounting for
subsidiaries, jointly controlled entities, and associates in separate financial statements. IFRS 10
establishes a single control model that applies to ;:III entities (including "special purpose entities",· or
"structured entities11as they are now,referred to in the new standards, or "variable interest entities"as
they are referred to in U5. GAAP). The changes introduced by IFRS 10. will require management to
exercise significant judgement to determine which entities are controlled, and therefore are required to
be consolidated byaparent, compared with the requirements that were in lAS 27. Under IFRS 10,an
investor controls an investee when it is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee. This
principle applies toallinvestees;including structured entities.

IFRS 10 is,. effective, for annual periods commencing on or after January 1, 2013. The Company is
currently in the process of evaluating the implications of this new standard, if any.

IFRS 11 Joint Arrangements

IFRS 11 replaces lAS 31 Interests in JointVentures and SIC-13 Jointly-controlled Entities - Non­
monetary Contributions by Venturers. IFRS 11 uses some of the terms that vvere used by lAS 31, but
with different meanings. Where;:lslAS 31 identified three forms of joint ventures (i.e., jointly controlled
operations,jointly controlled assets and jointly controlled entities), IFRS 11 addresses only two forms
of joint arrangements (joint operations and joint ventures) where there is joint control. IFRS 11
defines joint control as the contractually agreed sharing of control of an arrangement which exists only
when the decisions aboutthe relevant-activities reqUire the unanimous consent of the parties sharing
control.
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Because IFRS 11 uses the prinCiple of control in IFRS 10 to define joint control, the determination of
whether joint,control exists may change. In addition, ,IFRS 11 removes the option to account for jointly
controlled entities using proportionateconsolidatioq. -Instead, jointly controlled entities that meet the
definition of a joint venture must be accounted for using the equity method. For joint operations
(which,. inc;ludes form~r j~intly controlled operations, jointly controlled assets, and potentially some
former jointly controlled entities), an entity recognises its assets, liabilities, revenues and expenses,
and/or its r~lative share of those items, if any, In addition, when specifying the ,qppropriate
accounting, lAS 31. focused on the legal form of the entity, whereas,lFRS 11 focuses on thenature of
the rig,hts and obligations arisingfroJ)1 the arrangement.

IFRS 11 is effective for annual periods commencing on or after January 1, 2013. The Company is
currently inthe process of evaluating the implications of this new standard, if any.

IFRS 12 Disclosure of Interests in Other Entities

IFRS 12 includes all of the disclosures that were previously in lAS 27 related to consolidated financial
statements, as well as all of the disclosures that were previously included in lAS 31 and lAS 28
Investment in Associates. These disclosures relate to an entity's interests in subsidiaries, joint
arrangements, associates and structured entities. A number of new disclosures are also required. One
of the most significant changes introduced by IFRS 12 is that an entity is now required to disclose the
judgements made to determine vvhether it controls another entity.

IFRS 12 is effective for annual periods commencing on or after January 1, 2013. The Company is
currently in the process of evaluating the implications of this new standard, which will be limited to
disclosure requirements for the financial statements.

IFRS 13 Fair Value Measurement

IFRS 13 does notchange when an entity is required to use fair value, but rather" provides gUidance on
how to measure the fair valuepf financial and non-financial assets and liabilities when required or
permitted byIFRS. While many of the concepts in IFRS 13 are consistent with current practice, certain
principles, such as the prohibition on blockage discounts for all fair value measurements, could have a
significant effect. The disclosure requirements are substantial and could presj:nt additional challenges.

IFRS 13 is effective for annualperiods commencing on or after January 1, 2013 and will be applied
prospectively. The Company is currently in the process of evaluating the implications of this new
standard.

Deferred Tax: Recovery of Underlying Assets (amendments to lAS 12)

On December 20, 2010, the IASB issued Deferred Tax: Recovery of Underlying Assets (amendments to
lAS 12) concerning the determination of deferred tax on investment property measured at fair value.
The amendments incorporate SIC-21 Income Taxes - Recovery of Revalued Non~Depreciable Assets
into lAS 12 for non-depreciable assets measur:edusing the revaluation model in lAS 16 Property, Plant
and Equipment The aim of thearnendments is to prOVide a, practical solution for jurisdictions where
entities currently find it difficult and subjective ,to determine the expected manner of recovery for
investment property that is measured using the fair value model in lAS 40 Investment Property. lAS
12 has been updated to include:

• A rj:buttable presumption, thqt deferred tax on investment property measured using the Jair
value model in lAS AOshould be determined on the basis that its carrying amount will be
recovered through sale; and

• ,A requirement, that deferred tax on non-depreciable assets, measured using the revaluation
model in lAS 16, should always be measured on a sale basis.

The amendrnentsare mandatory fOr annual periods beginning onor after January 1, 2012, but earlier
application is permitted. This amendment is not expected to have anyimpacton theCompqny.
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CAUTIONARY NOTE ON FORWARD-LOOKING INFORMATION

ThisMD&A contains "forward-looking,. information", including "financial outlooks", <:Js such terms are
defined in applicable Canadian .. s~curities legislation, . concerning the Company's future financial or
operating performance and other ,.~tatements.that express management's expectations orestirnates of
future' developments, circumstances or results. Generally, forward-looking information can be
identified by the use of forward-looking terminology such as "expects", "targets", "believes",
"anticipates", "budget", "scheduled", "e$timates", "for~casts", "intends", "plans" and variations of such
words, or by statements that certain actions, events or results "may", "will", "could", "would" or
"might" "be taken", "occur" or "be achieved". Forward-looking information is based on a number of
assumptions and estimates that, vyhile con$idered reasonable by management based on the business
and markets. in which Timminco .?perates, are inherently subject.to significant operational, economic
and competitive uncertainties and ,contingencies. Timminco cautions that forward-looking information
involves known and unknown risks, uncertainties and other factors that may cause Timminco's actual
results, .• performance or achievement$ to .be materially different from those expressed or implied by
such information, including; but not limited to: liquidity risks; silicon metal supply commitments;
production partnership with Dow Corning; foreign currency exchange rates; long lived asset
impairment; pension risks; equipment failures, downtime or inefficiencies; dependence upon power
supply for silicon metal production; pricing and availability of raw materials; credit risk exposure;
selling price of silicon metal; transportation delays and disruptions; class action laWSUits; interest
rates; future growth plans and strategic objectives; production capacity expansion at the Becancour
facilities; enVironmental, health and safety laws and liabilities; climate change; conflicts of interest;
limited history with the solar grade silicon business; selling price of solar grade silicon; customer
commitments; achieving and maintaining quality of solar grade silicon; customer capabilities in
producing ingots; access to crystallization equipment; protection of intellectual property rights;
customer, concentration. These factors are discussed in greater detail in Timminco's Annual
Information' Form for the year' ,ended December 311 2010, which is available on SEDAR via
www.sedar.com. and above under the heading "Risks and Uncertainties". Although Timminco has
attempted to identify important factors that could cause actual results, performance or achievements
to differ materially from those con,tained in forward-looking information, there can be other factors that
cause results, performance or achievements not to be as anticipated, estimated Or intended. There
can be no assurance that such information will prove to be accurate or that management's
expectations or estimates of future developments, circumstance$ or results will materialize.
Accordingly, readers should not place undue reliance on forward-looking information. The forward~

looking information in thisMD&A is made as of the date of this MDM and Timmincodisc1aimsany
intention, or obligation to update orrevise such information, except as required by applicable law.

OTHER INFORMATION

Additional information relating to theCornpany,inciuding the Company's Annual Information Form for
the year ended December 31, 2010, is available at wwvv.sedar.com.
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QUARTERLY FINANCIAL INFORMATION")
(CAD$OOO's except per share amounts)

01-11 01-10(1)
Sales
Silicon 23918 30797

Gross Profit (Loss)
Silicon 771 (6 114)

Gross Profit (Loss) Percentaqe
Silicon 3.2% (19.9%)

Net Income (Loss)
Silicon 449 (6 172)
Corporate / Other (8 530) (4464)
Total '(808f) (10636)

Earnings (loss) per common share,
(0.04)basic and diluted (0.07)

Weighted average number of
common shares outstanding, basic and
diluted (000'5)(3) 195735 160470

EBITDA(2)
Silicon

.
1935 2300

Corporate / other (2483) 1,629
Total (S4SS 3929

Adiusted Income (Loss) (2)

Silicon 429 (6172
Corporate! Other (4639) (4935
Total (4210) (11 107

Working Capital (excluding available cash
items and interest bearinq debt)
Silicon 8558 22 765
Corporate I other (4786) (5 552)
Total 3413 17213

Total assets
Silicon 137546 264200
Corporate / Other 2473 3316
Total 140019 267516

Total bank debt

"
- 36226

Total lonq term liabilities 62493 43450

(1) 2010 amounts have been re-stated based on the application of IFRS
(2) See Non-GAAP accounting definitions.
(3) No dividends were paid during any of the quarters.
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NON-GAAP ACCOUNTING DEFINITIONS

In addition to the Company's results reported in accordance with IFRS, the Company uses certain non­
GAAP financial measures as supplemental indicators of the Company's operating performance and
financial position and for internal planning purposes. The Company has historically reported non-GAAP
financial results as the Company believes their use provides more insight into its performance.

EBITDA BY QUARTER

EBITDA ("Earnings, Before Interest, ,Taxes, Depreciation and Amortization") is not a recognized
measure under GAAP. Management believes that, in addition to net income (loss), EBITDA is a useful
supplemental measure as it provides investors with an indication of cash available for distribution prior
to debt service, past pension service obligations, capital expenditures, income taxes and restructuring
cash payments. The Company defines EBITDA as net loss excluding impairment of Applied
Magnesium, interest, amortization of intangible assets, amortization of property, plant and equipment,
reorganization costs, environmental remediation costs, stock-based compensation, fair value loss
(gain) on financial instruments at fair value and share of net income/loss of a jointly controlled entity.
Investors should be cautioned, however, that EBITDA should not be construed as an alternative to net
income determined in accordance with GAAP as an indicator of the Company's profitability. Also,
EBITDA should not be construed as an alternative to cash flows from operating, investing and financing
activities as a measure of liquidity and cash flows. The Company's method of calculating EBITDA may
differ from other companies and, accordingly, EBITDA may not be comparable to measures used by
other companies. EBITDA is calculated as follows:

(CAD$OOO's) 01-11 01-10

Net loss : (8,081) (10,636)
Add back(subtract):
Impairment of Applied Magnesium 222 : -
Interest 1,409 2,297
Amortization of intangible assets, 581 . 707
Amortization of property, plant and 930 3,171
equipment
Reorganization costs 1,341 -
EnVironmental remediation costs " (14) , '~'-

Stock-based compensation'
'., 742 1,003

Fair value loss (gain) on financial instruments 2,292 (471)
at fair value
Share of net loss of a jointly controlled entity 30 -
EBITDA (548)

,

(3929)
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ADJUSTED INCOME (LOSS) BY QUARTER

Adjusted income (loss) is not a recognized measure under GAAP. Management believes that, in
addition to net income (loss), adjusted income (loss) is a useful supplemental measure as it provides
investors with an indication of ongoing income excluding non-operational costs originating from closed
facilities and fair value adjustments of other financial liabilities. Investors should be cautioned,
however, that adjusted income (Io"$s) should not be construed as an alternative to net income
determined in accordance with GAAP as an indicator of the Company's profitability. The Company's
method of calculating adjusted income (loss) may differ from other companies and, accordingly,
adjusted income (loss) may not be comparable to measures used by other companies. Adjusted
income (loss) is calculated as follows:

(CAD$OOO's) 01-11 01-10

Net loss (8 081) (10 636)
Add back(subtract):
Impairment of Applied Magnesium 222 -
Reorganization costs 1341 -
Environmental remediation costs (14) -
Fair value loss (gain) on financial instruments at fair

(471)value 2292
Share of net loss of a jointly controlled entity 30 -
Adjusted Income (Loss) (4210) (11 107)
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EXHIBIT "L"



5913104 v1

This is Exhibit "L"
to the affidavit of Peter A.M. Kalins,

sworn before me on the 2nd day
of January, 2012

"commissioner for Taking Affidavits

Yusuf Yannick Katirai, a
Commissioner etc., Province of Ontario,
while a stUdent-at-law.
Expires April 12, 2013.
~
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Timminco Limited

Consolidated Balance Sheets
See Note 2,regarding Going Concern
As at ",. .

(unaudited)
June 30

2011
December 31

2010
(in thousands ofCanadian dollars)

ASSETS
Current Assets
Cash and cash equivalents
Restricted cash
Accounts receivable
Due from related companies (Note 15)
Inventories (Note 7)
Finished goods consigned to related company
Prepaid expenses and deposits

$ 412
18

6,810
1,809

10,831
4,126
1,178

25,184

$ 7,483
105

12,365
2,172

14,473
4,530
1,365

42,493

Due from related companies (Note 15)
Long term receivables
Long term inventories (Note 7)
Property, plant and equipment (Notes 8)
Investments (Note 6)
Intangible assets (Notes 9 )

1,269
2,363

58,002
43,409

2,082
$ -=13;.;2;:,.;;;3.;;;0;:;.9_

1,275
1,275
2,874

59,826
43,171

3,231

700 $
7,273 9,064
5,542 6,319

11,250 19,252
1,545 3,273
2,100 2,555

28,410 40,463

6,554 6,418
1,427 1,343

28,915 28,619
20,814 20,610

6,760 6,855
92,880 104,308

311,873 310,777
15,091 13,320

(287,535) (273,650)
39,429 50,447

(610)

39,429 49,837
132,309 $ 154,145

$

$--.....;=~~

LIABILITIES
Current Liabilities
Bank indebtedness (Note 10)
Accounts payable and accrued liabilities
Deferred revenue
Due to related companies (Note 15)
Current portion of long term liabilities (Note 10)
Current portion of long term provisions (Note 11)

Total Equity

SHAREHOLDERS'EQUITY
Capital stock (Note 13)
Contributed surplus
Deficit
Equity attributable to owners of parent

Due to related companies (Note 15)
Other financial liabilities (Note 15)
Long term liabilities (Note 10)
Employee future benefits (Note 12)
Long term provisions (Note 11)

Non-controlling interest (Note 16)

The accompanying notes are an integral part of these consolidated financial statements.
See Note 21 regarding Commitments, Contingencies and Guarantees.

On behalf of the Board of Directors:

(signed) Heinz C. Schimmelbusch (signed) Mickey M. Yaksich

Dr. Heinz C. Schimmelbusch
Director

Mickey M. Yaksich
Director



Tlmmlnco Limited

Consolidated Statements of Operations and Comprehensive Loss
(unaudited)

Three months ended June 30 Six months ended June 30

2011 2010 2011 2010
( In thousands of Canadian dOllars, except fOr JOS5 per share mformabonl

Sales $ 21,046 34,309 $ 44,964 65,106

Cost of goods sold (Note 7) 23,837 36,634 46,984 73,545

Gross margin (2,791) (2,325) (2,020) (8,439)

Administrative expenses 2,820 3,813 6,468 8,166
Other operating expenses (income) (Note 17 (a)) 610 1,652 1,861 (5)

Operating profit (loss) (6,221) (7,790) (10,349) (16,600)

Finance costs (income) (Note 17 (b)) (997) 1,895 2,704 3,721
Impairment loss on investment in Applied Magnesium 222

Share of net loss of a jointly controlled entity 82 112

Loss and total comprehensive loss for the period (5,306) (9,685) (13,387) (20,321)

Attributable to:
Owners of the parent (5,317) (9,604) (13,342) (20,031)
Non-controlling Interests (Note 16) 11 (81) (45) (290)

Loss and total comprehensive loss for the period (5,306) (9,685) (13,387) (20,321)

Loss per ~ommOIl share - basic and diluted $ (0.03) (0.05) $ (0.07) (0.12)

Weighted average number of common shares
outstanding - basic and diluted (Note 19) 193,614,722 184,215,471 194,668,889 172,408,346

The accompanying notes are an Integral part of these consolidated financial statements.
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Timminco Limited

Consolidated Statements of Cash Flows
(unaudited)

Six months ended June 30
2011 2010

(in thousands of Canadian dollars)

541

Cash flows from (used in) operating activities
Net loss
Adjustments for items not requiring cash

Amortization of property, plant and equipment (Note 8)
Amortization of intangible assets (Note 9)
Interest expense
Accretion of convertible debt
Stock-based compensation (Note 14)
Termination benefits (Note 12)
Loss (gain) on disposal of property, plant and equipment
Environmental remediation
Fair value loss (gain) on financial instruments at fair value
Impairment of investment in Applied Magnesium
Accretion of provisions (Note 11)
Benefits plan expense
Share of net income of a jointly controlled entity
Unrealized foreign exchange (g3in) loss

Accrued employee future benefits paid
Expenditures charged against provisions (Note 11)

Change in non-cash working capital items
Decrease (increase) in restricted cash
Decrease (increase) in accounts receivable
Decrease in inventories
Decrease in prepaid expenses and deposits
Decrease in accounts payable and accrued liabilities
Decrease in related company balances (Note 15)
Increase (decrease) in deferred revenue

Cash used in investing activities
Capital expenditures (Note 8)

Cash flows from (used in) financing activities
Issuance of common shares
Issuance of convertible bond
Increase (decrease) in bank indebtedness
Funding from non-controlling interest
Decrease in long term receivable
Decrease in long term liabilities

Decrease (increase) in cash during the period

Cash, beginning of period

Cash, end of period

$ (13,387) $

1,875
1,149

508
1,411
1,754

62
84

222
90

640
112

(128)
(2,190)

(702)

87
5,555
4,557

187
(1,793)
(6,831)

(777)
(7,515)

(50)
(50)

700
112

6
(324)
494

(7,071)

7,483

$ 412 $

(20,321)

6,343
1,413
1,636

283
1,887

14

(471)

82
1,702

(1,015)
(2,220)

(255)

(471)
(1,932)
11,620

102
(3,594)

(173)
2,241

(3,129)

(906)
(906)

12,434
1,043

(9,102)

2
(31)

4,346

311

1,170

1,481

Supplemental cash flow information
Cash paid (received) during the period:

Interest
'Income taxes

$ 1,927 $ __...;1;,;,,~57"2~
$ $ __~(i;,;;O~)

The accompanying notes are an integral part of these consolidated financial statements.



Timminco Limited

Consolidated Statement of Changes in Equity
As at June 30, 2011 and June 30, 2010
(unaudited)
(in thousands of Canadian dollars)

Total

Contributed
attributable to Non-

Issued Capital
surplus

Deficit the equity controlling Total
holders of the interest

parent

As at January 1, 2011 $ 310,777 $ 13,320 $ (273,650) $ 50,447 $ (610) $ 49,837

Total comprehensive loss - - (13,342) (13,342) (45) (13,387)

Non-controlling interest investment - - - - 112 112

Common shares issued in settlement of convertible
notes 1,096 - - 1,096 - 1,096

Share-based payment transactions - 1,771 - 1,771 - 1,771

Acquisition of non-controlling interest (Note 16) - - (543) (543) 543

As at June 30,2011 $ 311,873 $ 15,091 $ (287,535) $ 39,429 $ - $ 39,429

Total

Contributed
attributable to Non-

Issued Capital
surplus

Deficit the equity controlling Total
holders of the interest

parent

As at January 1, 2010 $ 285,205 $ 9,438 $ (178,586) $ 116,057 $ - $ 116,057

Total comprehensive loss - - (20,C31) (20,031) (290) (20,321)

Common shares issued in settlement of repayment
12,726 - - 12,726 - 12,726

liability

Common shares issued in settlement of trade payable 412 - - 412 - 412

Common shares issued for cash 12,434 - - 12,434 - 12,434

Share-based payment transactions - 1,886 - 1,886 - 1,886

As at June 30, 2010 $ 310,777 $ 11,324 $ (198,617) $ 123,484 $ (290) $ 123,194

<J1
A
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543
TIM MINCO LIMITED

Notes to Condensed Consolidated Interim Financial Statements
Three and six months ended June 30, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

1. ORGANIZATION

The condensed consolidated interim financial statements of Timminco Limited ("Timminco" and, collectively with its
consolidated subsidiaries, the "Company") for the three and six months ended June 30, 2011 were authorized for
issuance in accordance with a resolution of the Board of Directors of Timminco on August 9, 2011. Timminco is
incorporated under the laws of Canada and its common shares are listed and publicly traded on the Toronto Stock
Exchange. The address of Timminco's principal office is at 150 King Street West, Suite 2401, Toronto Ontario
Canada.

The Company's silicon metal and solar grade silicon operations are organized as the "Silicon Group", which is the
Company's only reporting segment. Up to September 30, 2010, the Company produced and sold silicon metal and
solar grade silicon products, through its wholly-owned subsidiary Becancour Silicon Inc. ("Becancour Silicon"). As of
October 1, 2010, the Company transferred ownership and operation of silicon metal production to Quebec Silicon
Limited Partnership ("Quebec Silicon"), which is a 51 % owned production partnership accounted for by the Company
under the equity method. See Note 6 for further details. Accordingly, as of October 1, 2010, the Company's
operations consist of the purchase and resale of silicon metal and the production and sale of solar grade silicon, and
the results of Quebec Silicon's operations are not consolidated with the results of the Company's operations.

AMG Advanced Metallurgical Group N.V. ("AMG") is a significant shareholder of Timminco (see Note 15).

2. GOING CONCERN

The condensed consolidated interim financial statements of the Company have been prepared on a going concern
basis, which contemplates the Company having sufficient liquidity to realize its assets and to discharge its liabilities
in the normal course of business for the foreseeable future. However, the Company incurred net losses of $13.3
million for the six months ended June 30, 2011 and $95.7 million for the year ended December 31, 2010. In
addition, Tirnminco has been named as a defendant in a proposed class action lawsuit and, while the timing and
outcome of such lawsuit are uncertain, the amount of any damages awarded could be substantial (see Note 21).

The Company has not achieved a level of sustained profitability and positive cash generation to operate without a
revolving credit facility, which the Company requires in order to finance working capital requirements, to fund long­
term obligations relating to reorganization costs, retirement benefits, contract termination settlements and
environmental remediation and to provide a liquidity buffer. Also the Company did not achieve the minimum required
year-to-date June 30, 2011 Earnings before Interest, Taxes, Depreciation and Amortization ("EBITDA") covenant and
obtained a waiver in this regard and negotiated revised EBITDA covenant thresholds for the period June to December
2011 (see Notes 10 and 21).

The Company's ability to continue as a going concern is subject to achieving a level of sustained profitability, the
continued support of its lenders and positive cash generation which is subject to material uncertainty and these
conditions may cast significant doubt about the Company's ability to continue as a going concern. As a result, the
Company may be unable to continue to realize its assets and discharge its liabilities in the normal course of business.
The consolidated financial statements do not give effect to any adjustments to recorded amounts and their
classification which could be necessary should the Company be unable to continue as a going concern and therefore
be required to realize its assets and discharge its liabilities other than in the normal course of business and at
amounts different than those reflected in the consolidated financial statements.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

For all periods up to and including the year ended December 31, 2010, the Company presented its financial
statements ,in accordance with Canadian Generally Accepted Accounting Principles ("Canadian GAAP"). The
condensed consolidated interim financial statements for the three and six months ended June 30, 2011 were
prepared in accordance with International Accounting Standard 34 Interim Financial Reporting ("lAS 34") as issued
by the International AccountilJg. Standards Board ("IASB"). The same accounting policies and methods of
computation were followed in the preparation of these condensed consolidated interim financial statements as were
followed in the preparation of the unaudited condensed consolidated interim financial statements for the three month
period ending March 30, 2011. Accordingly, these unaudited interim consolidated financial statements for the six
month period ending June 30, 2011 should be read in .conjunction with the accounting policies as described in Note 3
of the unaudited interim consolidated. financial statements for the three months period ended f~arch 31, 2011.

These interim condensed consolidated financial statements are prepared using International Financial Reporting
Standards ("IFRS"). Certain incremental disclosures that are required to be included in annual financial statements



TIMMINCO LIMITED

Notes to Condensed Consolidated Interim Financial Statements
Three and six months ended June 30,2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

prepared in accordance with IFRS were not included in the Company's most recent annual financial statements
prepared in accordance with Canadian GAAP but were included in the unaudited interim consolidated financial
statements for the three months ended March 31, 2011. As such, these interim financial statements should be read
in conjunction with the Company's 2010 annual financial statements together with the IFRS transition disclosures
included in Note 21 to these financial statements and the incremental annual disclosures required under IFRS
included in Note. 25 of the unaudited interim consolidated financial statements for the three month period ended
March 31, 2011.

4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the consolidated financial statements requires judgment and estimates and related assumptions
to be made in applying the accounting policies that affect the reported amounts of assets, liabilities, income,
expenses and the disclosure of contingent liabilities. The estimates and related assumptions are based on previous
experience and other factors considered reasonable under the circumstances, the results of which form the basis of
making the assumptions about carrying values of assets and liabilities that are not readily apparent from other
sources

The accounting judgements, estimates and assumptions that the Company expects to adopt in its financial
statements as at and for the year ending December 31, 2011 are disclosed in Note 4 of the Company's unaudited
interim financial statements as at and for the three months ended March 31, 2011.

5. STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but not yet effective up to the date of issuance of the Company's financi<ll statements are listed
below. This listing is of standards and interpretations issued, which the Company reasonably expects to be applicable
at a future date. The Company intends to adopt those standards when they become effective.

lAS 1 Presentation of financial statements: Presentation of other comprehensive income
The IASB recently issued amendments to lAS 1 Presentation of Financial Statements on the presentation of other
comprehensive income (OCI). The amendments to lAS 1 change the grouping of items presented in OCr. Items that
could be reclassified (or 'recycled') to profit or loss at a future point in time would be presented separately from
items which will never be reclassified.

OCI items that can be reclassified into profit or loss:
Foreign exchange gains and losses arising from translations of financial statements of <1 foreign operation (lAS
21)
EffeCtive portion of gains and losses on hedging instruments in a cash flow hedge (lAS 39)

OCI items that cannot be reclassified into profit or loss:
Changes in revaluation surplus (lAS 16 and lAS 38)
Actuarial gains and losses. on defined benefit plans (lAS 19.93A)
Gains and losses from investments in equity instruments measured at fair value through OCI(IFRS 9)

. For those liabilities designated at fair value through profit or loss, changes in fair value attributable to changes
in the liability's credit risk (IFRS 9)

These amendments are effective for annual periods beginning on or after 1 July 2012.

lAS 19 Employee benefits: Significant changes to accounting for pensions
The IASB has issued numerous amendments to lAS 19. The corridor mechanism for pension plans has been
removed. This means all changes in the value of defined benefit plans will be recognized as they occur. Those
movements are recorded in profit or loss and other comprehensive income as follows:

Profit or loss will be charged with a service cost and a net interest income or expense. The net interest income
or expense is the product of the net balance sheet liability or asset and the discount rate used to measure the
obligation - both as at the start of the year. This removes the current concept of expected return on plan
assets - where income is credited with the expected long-term yield on the assets in the fund.
'Remeasurements' will be recorded in other comprehensive income.
Entities will no longer be allowed to recognize all movements in profit or loss.

Other changes asa result of the revised standard include:
Past service cost will be expensed when the plan amendments occur regardless of whether or not they are
vested.

2
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TIM MINCO LIt.,ITED

Notes to Condensed Consolidated Interim Financial Statements
Three and six months ended June 30, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

The distinction between short-term and other long-term employee benefits is now based on expected timing of
settlement rather than employee entitlement. Changes in the carrying amount of liabilities for other long-term
employment benefits will continue to be recognized in profit or loss.

The revised standard requires termination benefits (outside of a wider restructuring) to be recognized only when the
offer becomes legally binding and cannot be withdrawn. In the context of a wider restructuring, termination benefits
are recognized at the same time asthe other restructuring costs. These amendments are applicable for annual
periods beginning on or after 1 January 2013, with earlier application permitted.

IFRS 9 Financial Instruments: Classification and Measurement
IFRS 9 as issued reflects the first phase of the lASB's work on the replacement of lAS 39 and applies to classification
and measurement of financial assets as defined in lAS 39. The IASB has tentatively decided to move the mandatory
effective date of IFRS 9 to annual periods beginning on or after January 1, 2015 with earlier adoption permitted. In
subsequent phases, the IASB will address classification and measurement of financial liabilities, hedge accounting
and derecognition. The completion of this project is expected in Q4 of 2011. The adoption of the first phase of IFRS 9
will have an effect on the classification and measurement of Company's financial assets. The Company will quantify
the effect in conjunction with the other phases, when issued, to present a comprehensive picture.

IFRS 10 Consolidated Financial Statements
IFRS 10 replaces the portion of lAS 27 Consolidated and Separate Financial Statements that addresses the
accounting for consolidated financial statements. It also includes the issues raised in SIC-12 Consolidation - Special
Purpose "Entities. What remains in lAS 27 is limited to accounting for subsidiaries, jointly controlled entities, and
associates in separate financial statements. IFRS 10 establishes a single control model that applies to all entities
(including "special purpose entities," or "structured entities" as they are now referred to in the new standards). The
changes introduced by IFRS 10 will require management to exercise significant judgment to determine which entities
are controlled, and therefore are required to be consolidated by a parent, compared with the requirements that were
in IAS27. Under IFRS 10, an investor controls an investee when it is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to affect those returns through its powe~ over the investee. This
principle applies to all investees, including structured entities.

IFRS 10 is effective for annual periods commencing on or after January 1, 2013. The Company is currently in the
process of evaluating the implications of this new standard, if any.

IFRS 11 Joint Arrangements
IFRS 11 replaces lAS 31 Interests in Joint Ventures and SIC-13 Jointly-controlled Entities -- Non-monetary
Contributions by Venturers. IFRS 11 uses some of the terms that were used by lAS 31, but with different meanings.
Whereas lAS 31 identified three forms of joint ventures (i.e., jointly controlled operations, jointly controlled assets
and jointly controlled entities), IFRS 11 addresses only two forms of joint arrangements (joint operations and joint
ventures) where there is joint control. IFRS 11 defines joint control as the contractually agreed sharing of control of
an arrangement which exists only when the decisions about the relevant activities reqUire the unanimous consent of
the parties sharing control.

Because IFRS 11 uses the principle of control in IFRS 10 to define joint control, the determination of whether joint
control exists may change. In addition, IFRS 11 removes the option to account for jointly controlled entities using
proportionate consolidation. Instead, jointly controlled entities that meet the definition of a joint venture must be
accounted for using the equity method. For joint operations (which includes former jointly controlled operations,
jointly controlled assets, and potentially some former jointly controlled entities), an entity recognizes its assets,
liabilities, revenues and expenses,and/or its relative share of those items, if any. In addition, when specifying the
appropriate,accounting, lAS 31 focused on the.legal form of the entity, whereas IFRS 11 focuses on the nature of the
rights and obligations arising frorn the arrangement. '

IFRSll is effective for annual pe~iods commencing on or afterJanuary 1, 2013. The Company is currently in the
process of evaluating the implications of this new standard, if any.

IFRS 12 Disclosure of Interests in Other Entities
IFRS 12 includes all of the disclo~L1res that were previously in lAS 27 related to consolidated financial statements, as
well as all of thE;! disclosures th?twere previously included in lAS 31 and lAS 28 Investm~nt in Associates. These
disclosures relate to an entity's interests in subsidiaries, joint arrangements, associates and structured entities. A
number of new disclosures are also required. One of the most significant changes introduced by IFRS 12 is that an
entity is now required to disclose the judgments made to determine whether it controls another entity.

3
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TIMMINCO LIMITED

Notes to Condensed Consolidated Interim Financial Statements
Three and six months ended June 30, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)
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lFRS12 is effective for annual periods commencing on or after January 1, 2013. The Company is currently in the
process of evaluating the implications of this new standard, which will be limited to disclosure requirements for the
financial statements.

IFRS 13 Fair Value Measurement
lFRS 13 does not change when an entity is required to use fair value, but rather, provides guidance on how to
measure the fair value of financial and non-financial assets and liabilities when required or permitted by lFRS. While
many of the concepts in lFRS 13 are consistent with current practice, certain principles, such as the prohibition on
blockage discounts for all fair value measurements, could have a significant effect. The additional disclosure
requirements are substantial.

lFRS 13 is effective for annual periods commencing on or after January 1, 2013 and will be applied prospectively. The
Company is currently in the process of evaluating the implications of this new standard.

Deferred Tax: Recovery of Underlying Assets (amendments to lAS 12)
On 20 December 2010, the lASB issued Deferred Tax: Recovery of Underlying Assets (amendments to lAS 12)
concerning the determination of deferred tax on investment property measured at fair value. The amendments
incorporate SIC-21 Income Taxes - Recovery of Revalued Non-Depreciable Assets into lAS 12 for non-depreciable
assets measured using the revaluation model in lAS 16 Property, Plant and Equipment. The aim of the amendments
is to provide a practical solution for jurisdictions where entities currently find it difficult and subjective to determine
the expected manner of recovery for investment property that is measured using the fair value model in lAS 40
Investment Property. lAS 12 has been updated to include:

A rebuttable presumption that deferred tax on investment property measured using the fair value model in lAS
40 should be determined on the basis that its carrying amount will be recovered through sale; and
A requirement that deferred tax on non-depreciable assets, measured using the revaluation model in lAS 16,
should always be measured ona sale basis.

The amendments are mandatory for annual periods beginning on or after January 1, 2012, but earlier application is
permitted. This amendment is not expected to have any impact cn the Company.

6. INVESTMENTS

(a) Interest in Jointly Controlled Entity

The Company accounts for its interest in Quebec Silicon using the equity method. The following sets out the
Company's 51% share of the balance sheet of Quebec Silicon as at June 30, 2011 and December 31, 2010
and sales, expenses and profit of the jointly controlled entity for the three and six months ended June 30,
2011, that are reflected in the consolidated financial statements of the Company using the equity method:

Share of the joint venture's balance sheet:

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Equity

4

$

$

June 30,2011

17,825

47,028

(12,404)

(8,980)

43,469

$

$

December 31, 2010

18,847

47,343

(13,166)

(10,037)

42,987



TIM MINCO LIMITED

Notes to Condensed Consolidated Interim Financial Statements
Three and six months ended June 30, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

Share of the joint venture's sales, Three months ended Six months ended
expenses and profit: June 30 June 30

2011 2010 2011 2010

Revenue $ 15,211 $ $ 29,883 $

Cost of sales (14,683) (28,915)

Administrative expenses (322) (550)

Finance costs (72) (169)

Profit before tax 134 249

Income tax expense
Profit for the period from continuing
operations $ 134 $ $ 249 $

Quebec Silicon has no contingent liabilities as at June 30, 2011 and December 31, 2010.

(b) Investment in Applied Magnesium

547

Balance, beginning of period
Impairment loss
Balance, end of period

$

$

June 30, 2011
222

(222)
$

J

December 31, 2010
222

222

During the first quarter 2011, the Company impaired its investment in Applied Magnesium International Ltd.
due to the uncertainty of Applied Magnesium continuing as a going concern.

7. INVENTORIES

Inventory - current June 30, 2011 December 31, 2010

9,374

1,457

Finished goods $

Stores inventory
Total inventories at the lower of cost and net
realizable value ....:1$;....========,.;1;,;0:;1:,.;;;8.;;;3;.;;;1;..

$

$

13,044

1,429

14,473

During the three and six months ended June 30, 2011, provisions of $66 and $331 (three and six months ended June
30, 2010 - $77 net recovery and $1,250 net expense) were recorded with regards to silicon metal finished goods
inventories. During the three and six months ended June 30, 2011, provisions were reversed for sales of silicor.
metal inventory for $268 and $507 (three and six months ended June 30, 2010 - $529 and $1,357).

In'/entories - long term

Raw materials

Work in progress

Finished goods

$

$

June 30, 2011

174

1,111

1,078

2,363

$

$

December 31, 2010

120

1,214

1,540

2,874

Given low sales volume of the Company's solar grade silicon products, the need to meet prospective new customers'
specificatior.s and the uncertainty around the timing of future demand for the finished products, management is not
able to predict the volumes of the solar grade silicon inventory that may be sold in the near term. Management
believes that the timing of future sales of the Company's solar grade silicon product, including from existing
inventories, is principally dependent upon successful completion of the Company's continued product and market
development activities. Future sales of this inventory will be recognized as revenue and inventory will be expensed
at its net carrying cost. During the three and six months ended June 30, 2011, net realizable value provisions
amounting to $nil and $2,278 were reversed where there were firm sales commitments for products that reqUired no
further processing (three and six months ended June 30, 2010 - $37 and $375).

5



548TIMMINCO LItolITED

Notes to Condensed Consolidated Interim Financial Statements
Three and six months ended June 30, 2011 and 2010
(in thousands of Canadian dollars, except where indicated and per share amounts)

During the three and six months ended June 30, 2011, the Silicon Group reversed a provision of $nil and $241 (three
and six months ended June 30, 2010 - charge of $37 and $375) related to the net realizable value of by-product
inventory generated from the production of solar grade silicon.

The components of cost of goods sold are as follows:

Three months ended Six months ended
June 30 June 30

20il 2010 2011 2010 .
Inventory and overhead not capitalized to
inventories $ 23,589 $ 32,483 $ 48,205 $ 64,028

Distribution costs 718 841 1,981 1,493

Drawdown of net realizable value provision for
inventory sold (268) (529) (507) (1,358)

Adjustment to net realizable value provision (202) (40) (2,695) 1,625

$ 23,837 $ 32,755 J 46,984 $ 65,788

8. PROPERTY, PLANT AND EQUIPMENT

During the three and six months ended June 30, 2011, the Company acquired assets with a cost of $36 and $50
(three and six months ended June 30, 2010 - $101 and $385). No assets were disposed of by the Company during
the six months ended June 30, 2011 (six months ended June 30, 2010 - $16, resulting in a loss on disposal of $14).
Depreciation for the three and six months ended June 30, 2011 were $945 and $1,875 (three and six months ended
June 3D, 2010 - $3,172 and $6,343).

Property. plant and equipment pledged as security:
Substantially all of the Company's land, buildings and equipment are pledged as security for the Company's
obligations under the Loan and SecurityAgreement dated December 15, 2010 with Bank of America, N.A. and under
the term loan with Investissement Quebec (see Note 10).

9. INTANGIBLE ASSETS

Amortization for the three and six months ended June 30, 2011 was $568 and $1,149 respectively (three and six
months ended June 30, 2010 - $707 and $1,413).

10. INTEREST BEARING LOANS AND BORROWINGS

June 30, 2011 December 31, 2010

Senior Credit Facility $ 700 $

26,324 $ 26,318

4,136 4,460

1,114

30,460 31,892

1,545 3,273

28,915 $ 28,619

$

Long term liabilities

IQ Term Loan

Contract termination claims

Thorsil Boryl . .=0=,

Less currer.tportion

$

Interest expense for the three and six months ended June 30, 2011 includes interest on long term liabilities of $834
and $1,730 (three and six months ended June 30, 2010 - $827 and $1,903).
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Senior Credit FaCility
Becancour Silicon has a Loan and Security Agreement dated December 15, 2010 (the "Senior Credit Agreement")
with Bank 'of America, N.A., Canada branch (the "Bank"). The Senior Credit Agreement, which terminates on
December 15, 2013, consists of a revolving credit facility (the "Senior Credit Facility") of up to $20,000, subject to a
borrowing base and a $5,000 availability block. The applicable interest rate for the Senior Credit Facility was 5.75%
as at June 30, 2011.

Starting in Q1-11, the Company is'required to maintain certain minimum EBITDA levels, on a cumulative year-to­
date basis as at ,each month ,end, and to restrict capital expenditures to certain maximum levels, also on a
cumulative year-to-date basis as at each month end, throughout the term. The Company did not achieve the
minimum required level of EBITDAon a cumulative year-to-date basis as at June 30, 2011 to satisfy the minimum
EBITDA covenant in the Senior Credit Agreement, and obtained a waiver from the Bank in respect of such covenant
for such period. In connection with such covenant waiver, the Company and the Bank agreed to revised minimum
EBITDA levels for the periods from June to September 2011. The Company and the Bank also agreed to lower the
maximum level of permitted capital expenditures, for the purposes of the capital expenditure covenant in the Senior
Credit Agreement, to a level that prohibits the Company from incurring any additional capital expenditures beyond
existing commitments without the Bank's consent.

A default under the Senior Credit Agreement could trigger an event of default under the cross-default provisions of
the Term Loan Agreement (see below) and the AMG Convertible Note (see Note 15), subject to the provisions of the
postponement agreements executed by the Bank with each of Investissement Quebec and AMG, and Becancour
Silicon, in respect thereof. Also, iJ default under either the Term Loan Agreement or the AMG Convertible Note could
trigger an event of de~ault under the cross-default provisions of the Senior Credit Agreement.

Going forward, the borrowing base and availability under the Senior Credit Facility, and the Company's ability to
comply with its financial covenants under the Senior Credit Agreement, are subject to material uncertainty and risk.
Any material adverse developments in the Company's business, results of operations or liquidity could enable the
Bank to declare iJn event of default under the Senior Credit Agreement and demand repayment of all outstanding
indebtedness (see Note 2).

Thorsil bond
The Company is pursuing opportunities to expand its silicon metal production capacity through a potential new silicon
metal production facility in Iceland. Timminco, through its Icelandic majority-owned subsidiary Thorsil ehf.
("Thorsil"), is in active discussions with Icelandic power companies regarding a long-term power contract and with
strategic customers and partners regarding silicon metal off-take agreements, and has undertaken preliminary site
selection studies and completed initial engineering studies. However, definitive commitments to proceed with this
project have not yet materialized.

To fund preliminary expenses for this project, Thorsil issued a US$l,OOO convertible bond (the "Thorsil Bond") to
Strokkur Energy ehf.("Strokkur")in February 2010. Interest on the Thorsil Bond accrued at 12% per annum and
was payable upon maturity, on ]IJne 30, 2011. The Thorsil Bond was convertible, at Strokkur's option, into Thorsil
share capital or into common shares of Timminco. Since Thorsil had neither signed a long-term power contract for
the Iceland project, nor agreed to a deadline with an Icelandic power company for doing so, the outstanding
principal and interest of the Thorsil Bond was reduced by 10%, and thereby only 90% of the principal amount and
accrued interest (the "Conversion Amount") was payable on maturity. Strokkur elected to convert all of the
Conversion Amount, of approximately US$1,050, into Timminco common shares. As a result, on June 30, 2011,
Timminco issued 2,810,447 common shares to Strokkur, based on a translation of the Conversion Amount into
Canadian dollars at an exchange rate of US$0.9542, which was the fixed exchange rate for such purposes, and a
conversion price of $0.39 per Timminco common share, which was the 5-day weighted average trading price per
share on the Toronto Stock Exchange ("TSX") on the effective date of notice of conversion. Furthermore, by reason
of issuing its common shares to S.trokkur, Timminco acquired additional share capital in Thorsil in an amount equal to
the Conversion Amqunt, and thereby increased its equity ownership percentage in Thorsil from 51% to
approximately 91%, on June 30, 2011. This has been reflected as a decrease in non-controlling interest and increase
in deficit (See Note 16).
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11. LONG TERM PROVISIONS

June 30,2011

Provision for reorganization $ 577

Provision for environmental remediation 8,283

8,860

Less current portion 2,100

$ 6,760

Six months ended
Provision for reorganization June 30, 2011

Balance, beginning of the period $ 719

Amounts charged against provision (142)

Balance, end of the period $ 577

$

$

$

$

December 31, 2010

719

8,691

9,410

2,555

6,855

Year ended
December 31, 2010

745

(26)

719

The provision for reorganization relates to closure of the Aurora, Colorado facility in 2009 which manufactured
magnesium anodes and extruded products. The Company's reorganization liabilities are recorded at the anticipated
cash outflow.

Six months ended Year ended
Provision for environmental remediation June 30, 2011 December 31,2010

Balance, beginning of the period $ 8,691 $ 8,602

Co~ts recognized 61 1,096

Interest 90 200

~A::.:m~o~u::..n~ts~c::.:ha~r:..::gl..::e~dc..:a~g~a~in~s~t:..Jp~r~o~v~is~io~n.!.-o -..,.. -'('-"5:.::5:.::9::"'O)! l..:(1~,2QZL

Balance, end of the period $ 8,283 $ 8,691

The provision for environmental remediation relates to remediation of a silica fumes disposal site associated with the
silicon metal manufacturing facility in Becancour, Quebec, the closure of the former magnesium manufacturing
facility in Haley, Ontario, and 49% of the indemnification by Becancour Silicon to Quebec Silicon related to
undertakings in connection with the environmental certificate of authorization granted to Quebec.

Environmental remediation costs, including interest, are disclosed in other operating expenses in the consolidated
statement of operations. The Company's environmental liabilities are discounted using risk free discount rates of
0.98% - 3.77% for periods to 2029.

12. EMPLOYEE BENEFITS

Pension arid'post retirement benefits

Termination benefits

June 30, 2011 December 31, 2010

$ 18,040 $ 19,380

2,774 1,230

$ 20,814 $ 20,610

The Company provides pension or retirement benefits to substantially all of its employees in Canada through group
RRSPs, non-registered employee savings plans, and a defined contribution and defined benefit pension plans, based
on length of service and remuneration. The Company also sponsors a contributory defined benefit pension plan and
other retirement benefits for certain of its eligible employees.

Termination benefits relate to closures of the Company's magnesium manufacturing facilities in Aurora, Colorado, in
2009 and operations at the Haley, Ontario facility, certain accrued retirement obligations for former employees of the
Haley facility and a termination agreement with a former president and chief operating officer of the Company. The
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future period costs of these obligations have been discounted at the rate of high quality corporate bonds and will
continue until 2021. During the six months ended June 30, 2011, Company has accrued an additional $1,754 (six
months ended June 30, 2010 - $nil) which relates to a change in actuarial estimate for retirement benefits relating to
a former chief executive officer of the Company and change in estimate resulting from higher anticipated cash
outflows relating to accrued retirement obligations for former employees of the Haley facility.

13. CAPITAL STOCK

Authorized: unlimited number of Class A and Class B preference shares, issuable in series and having such rights,
privileges, restrictions and conditions as may be approved by the Board of Directors of Timminco. The Class A and
Class B preference shares rank in priority to the common shares with respect to the payment of dividends and the
return of capital.

Issued: none

Authorized: unlimited number of common shares. Holders of common shares are entitled to one vote for each
share.

Issued capital

Balance, beginning of the period

Common 5hares issued for cash
Common shares issued in
settlement of Thorsil Bond (Note
10)
Common shares issued in
settlement of repayment liability
Common shares issued in
settlement of trade payable

Balance, end of the period

14. SHARE BASED COMPENSATION. PLANS

(a) Share option plans
The Company has a share option plan for key employees originally established in 2004 (the "2004 Option
Plan"), as well as another share option plan established in 2008 (the "2008 Option Plan"), both of which were
amended and restated in March 2011 and approved by the shareholders on May 18, 2011 to:

decrease the number of common shares of Timminco ("Common Shares") available for issuance under
the 2008 Option Plan by 3,000,000 Common Shares (from 10,000,000 Common Shares to 7,000,000
Common Shares);
increase the number of Common Shares available for issuance under the 2004 Option Plan by
3,000,000 Common Shares (from 8,448,175 Common Shares to 11,448,175 Common Shares);
provide that, with respect to any options that expire under the 2008 Option Plan without the recipient
having purchased ail of the Common Shares which he was entitled to purchase, the remaining Commoil
Shares shall not be available for re-issuance under the 2008 Option Plan; and
provide that the number of Common Shares reserved for issuance under the 2C04 Option Plan shall be
increased by an amount eqUal to the number of Common Shares that otherwise would have become
available for issuance under the 2008 Option P,anas a result of options expiring without the recipient
having purchased all of the Common Shares which he. was entitled to purchase.

9
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A summary of the status of the options under both the 2004 Option Plan and the 2008 Option Plan ("Option
Plans") is presented below:

Six months ended Year ended
June 30, 2011 December 31, 2010

Weighted Weighted
Shares Average Shares Average
(000'5) Exercise Price (OOO's) Exercise Price

Outstanding, beginning of
period 13,908 $ 4.90 12,235 $ 5.45

Granted 3,255 $ 0.41 1,737 $ 0.90

Expired (1,010) $ 0.96 $

Forfeited (300) $ 0.62 (64) $ 1.26

Outstanding, end of period 15,853 $ 4.31 13,908 $ 4.90

At June 30, 2011, the number of Common Shares subject to options outstanding and exercisable under the
Optit'n Plans was as follows:

Outstanding Weighted Weighted Exercisable Weighted
Options Average Average Options Average

Price Ranqe (OOO's) Exercise Price Remaining Life (OOO's) Exercisable Price

$0.29 to $0.59 5,990 $ 0.42 4.94 2,365 $ 0.46

$1.23 to $2.57 1,938 $ 1.52 5.48 562 $ 1.63

$7.64 to $15.45 7,925 $ 7.94 6.99 528 $ 10.70

15,853 $ 4.31 6.03 3,455 $ 2.21

As of June 30, 2011, the maximum number of Timminco Common Shares that may be reserved for issuance
pursuant to options granted under the Option Plans is 18,448,175, representing 9.4% of the issued and
outstanding Common Shares on that date.

The following tables list the inputs to the model for the Option Plans for the six months ended June 30, 2011
and year ended December 31, 2010:

June 30, 2011 December 31, 2010

Dividend yield (%)

Expe<::ted volatility (%)

Risk-free interest rate (%)

Expected life of the options (years)

Share price ($)

Model used

115.6 - 131.2

2.24 - 3.21

5.69 - 6.89

0.37 - 0.53

Black-Scholes'

118.4 - 119.8

2.91 - 3.00

5.27 - 6.82

0.34

Black-Scholes

(b) Deferred share unit plan
The value cf the outstanding deferred share units ("DSU") as at June 30, 2011, is $837 (December 31, 2010 ­
$594), representing the equivalent of 2,461,552 (December 31, 2010 - 1,801(033) common shares of
Timminco.

(c) Performance share unit plan
During the three and six months ended June 30, 2011, 69,400 performance share units ("PSUs") were
cancelled. The accrual for the outstanding PSUs as at June 30, 2011 and December 31, 2010 were $314
(2,311,000 units) and $2.44 (2,380,400 units), respectively.
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The expense from share based payment transactions recognized for employee services received during the period,
which is included in selling and administrative expenses in the statement of operations, is shown in the following
table:

The financial statements include the financial statements of the Company and each of the subsidiaries listed in the
following table:

% equity interest

553

Name of sLlbsidiary

Becancour Silicon Inc.

Thorsil ehf

canada

Iceland

June 30, 2011

100%

91.4%

December 31, 2010

100%

51%

The following table provides the total amounts receivable from and payable to related parties:

Due from related companies- current

Due from Af'lIG Conversion Ltd. ("M1GC")
Trade receivable frem Quebec Silicon Limited
Partnership ("Quebec Silicon")

Note receivable from Quebec Silicon

Due from related companies- long term

Note receivable from Quebec Silicon

$

$

$

June 30, 2011

259

275

1,275

1,809

June 30, 2011

$

$

$

December 31, 2010

1

896

1,275

2,172

December 31., 2010

1,275

1,275

$

Due to related companies- current June 30, 2011 December 31, 2010

Due to AI"1GC $ 361 $ 346

Due to AMG 8 8

Due to Quebec Silicon 10,799 18,841

Indemnification liability to Quebec Silicon 37 37

Due to ALD" Vacuum Te=.;c::.:.h:..:..n:.=o.;.:lo:..;;g"'ie:=s:....C...."'-'A,;::W"'-''')'-- ....:4.=5 ...:::2:..::0'--

11,250 $ 19,252
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554

Due to related companies - long term June 30, 2011 December 3( 2010

AMGC $ 3,589 $ 3,539

Indemnification liability to Quebec Silicon 2,965 2,879

$ 6,554 $ 5,418

Other financial liability - long term June 30, 2011 December 31, 2010

AMG Convertible Note embedded derivative fair value $ 1,427 $ 1,343

The following tables provide the total sales to and purchases from related parties:

Three months ended Six months ended
Sales to related companies June 30 June 30

2011 2010 2011 2010

AMGC $ 902 $ $ 964 $ 604

Sudamin S.A ("Sudamin") 898 3,741

GfE Fremat GmbH ("GfE") 465 465

ALD 64 11 54

Dow Corning Corporation ("Dow Corning") 5,500 3,345 9,985

$ 1,367 $ 5,552 $ 4,785 $ 14,394

Three months ended Six months ended
June 30 June 30

Purchases from related companies 2011 2010 2011 2010

AMGC $ 368 $ 252 $ 720 $ 383

RW Silicium GmbH 35

ALD 109 28 109 37

Quebec Silicon 10,657 27,202

$ 11,134 $ 280 $ 28,031 $ 455

Quebec Silicon Limited Partnership and Dow Corning Corporation
For the three and six months ended June 30, 2011, Becancour Silicon reimbursed Quebec Silicon $184 and $346 for
its proportionate share of salaries, benefits and various overhead expenses of Quebec Silicon, at cost.

For the three and six months ended June 30, 2011, Becancour Silicon invoiced Quebec Silicon commissions of $50
and $113 with respect to the sale of by-products produced by Quebec Silicon.

On its maturity date of April 1, 2011, Quebec Silicon repaid Becancour Silicon a note in the amount of $2,500.

To fulfill Becancour Silicon's supply commitments to its third party end-customers during the fourth quarter 2010 and
the first quarter 2011, less than 49% of Quebec Silicon's production was allocated to Dow Corning in each quarter.
Quebec Silicon has agreed to allocate more than 49% of its output to Dow Corning starting in the second quarter of
2011 to replace such shortfall in accordance with an agreed formula. If any shortfall from the fourth quarter 2010
remains at the end of 2012, Becancour Silicon has agreed to pay Dow Corning for such remaining shortfall at
prevailing market prices.

AMG Conversion Ltd.
The Company invoiced AMGC for services to convert AMGC's inventories into ingots. AMGC invoiced the Company
tolling fees for the use of AMGC's ingoting equipment.

ALD Vacuum Technologies
The Company purchased from ALD maintenance parts for the operations of the ingoting facility.

12
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GfE Fremat GmbH
The Company recognized 2009. shipments of solar grade silicon, previously recorded as deferred revenue, as all
revenue recognition criteria have been satisfied.

AMG Advanced Metallurgical Group
AMG Advanced Metallurgical Group N.V. ("AMG") is a significant shareholder in the Company. As at June 30, 2011,
AMG directly held 83,146,007 common shares Timminco, representing 41.9% of the total issued and outstanding
shares at that time.

Executive Management
Dr. Heinz C. Schimmelbusch is Chairman of the Board and Chief Executive Officer of Timminco, as well as Chairman
of the Management Board of AMG. Dr. Schimmelbusch is also a member of the executive committee of the general
partner of Safeguard International Fund, L.P. ("Safeguard"), which is a shareholder of AMG. Mr. Arthur R. Spector is
a member of the Board of Directors of Timminco and is also a member of the executive committee of the general
partner of Safeguard.

Mr. John Fenger is President and Chief Operating Officer of Timminco and is paid through a subsidiary of AMG. For
the three and six months ended June 30, 2011, the Company contributed $100 and $417 (three and six months
ended June 30, 2010 - $162 and $372) to the cost of Mr. Fenger's remuneration.

16. NON-CONTROLLING INTEREST

The non"controlling interest represents StrokkurEnergy ehf's ("Strokkur") interest in Thorsil ehf ("Thorsil"), an entity
consolidated by the Company. Upon conversion of the Thorsil bond on June 30, 2011, Strokkur's interest decreased
from 49% to 8.6%.

Balance, beginning of the period
Investment in Thorsil

Share of net loss
Acquisition of non-controlling interest (Note 10)

Bala~end of the period

17. OTHER,INf:OMEjEXPENSES

(a) Other operating expenses (income), net

$

$

June 30, 2011

(610) $
112

(45)
543

$

December 31, 2010

2
(612)

(610)

Three months ended Six months ended
June 30 June 30

2011 2010 2011 2010

Environmental remediation costs $ 74 $ $ 60 $

Termination benefits 413 1,754

Foreion exchange gain 123 1,652 47 (5)

$ 610 $ 1,652 $ 1,861 $ (5)
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(b) Finance costs (income), net
Three months ended Six months ended

June 30 June 30

2011 2010 2011 2010

Interest income $ (12) $ (3) $ (52) $ (8)

Interest on overdrafts and other finance costs 187 712 474 1,538

Interest on debts and borrowings 1,163 1,186 2,325 2,662
Fair value loss (gain) on financial instruments
at fair value through profit and loss (2,208) 84 (471)

Gain on Thorsil bond conversion (127) (127)

$ (997) $ 1,895 $ 2,704 $ 3,721

18. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

Categories of financial assets and liabilities
The carrying value of financial ass~ts and financial liabilities is equivalent to fair value, except for the following items:

June 30, 2011 December 31, 2010
Carrying

Carrying Amount Fair Value Amount Fair Value

Financial 'Liabilities

Other financial liabilities

Bank indebtedness $ 700 $ 606 $ - $

Due to related companies 6,554 7,453 6,418 7,465

$ 7,254 $ 8,059 $ 6,418 $ 7,465

The risks associated with the Company's financial instruments are as follows:

(a) Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of
changes in market prices. Components of market risk to which the Company is exposed are discussed below.

Foreign currency risk:
The Company had entered into foreign exchange forward contracts at June 30, 2011 and December 31, 2010,
relating to ,Euro denominated sales in subsequent respective quarters. Realized and unrealized gains or losses
are included in net earnings (three and six months ended June 30, 2011 - $15 loss and $149; three and six
months ended June 30, 2010 - $nil loss and $nil).

Thero are no open foreign exchange forward contracts as at June 30, 2011.

The open foreign exchange, forward contracts as at December 31, 2010 are as follows:
"

(OOO's)

Euro

Notional amount
of currency sold

4,500

Notional Canadian dollars equivalent
Contract amount Fair value Unrealized loss

$ $ $

5,936 5,867 69

(b)

Subsequent to June 30, 2011, the Company entered into foreign exchange forward contracts to sell (4,500 for
Canadian dollars in the period July to September 2011 at rates of 1.3519 to 1.3523 (see Note 24).

Credit risk
AfJLJl1e 36, 2011, the Company had five customers (December 31, 2010: five customers, January 1, 2010:
five customers) that accoll.Otedfor approximately 71% (December 31,2010: 48%, January 1, 2010: 70%) of
all receivables owing. .
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19. EARNINGS PER SHARE

Basic earnings per share amounts are calculated by dividing net income/loss for the period attributable to equity
holders of the parent by the weighted average number of shares outstanding during the period. Diluted earnings per
share amounts are calculated by dividing the net income/loss attributable to equity holders of the parent by the
weighted average number of shares outstanding during the period plus the weighted average number of shares that
would be issued on conversion of all the dilutive potential shares into shares.

The following reflects the income and share data used in the basic and diluted earnings per share computations:

Three months ended Six months ended
June 30 June 30

2011 2010 2011 2010

5,306 $ 9,604 $ 13,387 $ 20,031

172,408,34
193,614,722 184,215,471 194,668,889 6

Net loss attributable to shareholders
for basic and diluted earnings per
share $

Weighted average number of shares
for basic earnings per share

Effect of dilution:

Share options

Convertible debt conversion right
Weighted average number of shares
adjusted for the effect of dilution 193,614,722 184,215,471 194,668,889

172,408,34
6

There have been no other transactions involving an actual or potential issuance of shares between the reporting date
and the date of completion of these financial statements which materially affect diluted earnings per share.

20. REPORTABLE BUSINESS SEGMENTS

The Company is managed as a single 'business segment, the Silicon Group, that consists of silicon metal and solar
grade silicon product lines. The Company also incurs corporate administrative expenses and costs related to inactive,
legacy entities ("Other"). The Company determines and presents business segments based on the information that
internally is provided to the president and chief operating officer of the Company, who is the Company's chief
operating decision maker ("CODM"). When making resource allocation decisions the CODM evaluates liquidity and
production capacity. The objectiv.e in making resource allocation decisions is to maximize consolidated profits and
cash flows.

The CODM assesses the performance of the business segment based on the consolidated earnings of the Company
for the period. This measure excludes the effects of certain income and expense items, which are unusual, by virtue
of their size and incidence, in the context of the Company's ongoing core operations, such as the impairment of a
financial asset investment and accelerated depreciation of property, plant and equipment.

All segment revenue is derived wholly from externZlI customers and as the Company has a single reportable
segment, intersegment revenue is zero.
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Three months ended Six months ended
June 30 June 30

2010 2010
Silicon Silicon
Group Other Total Group Other Total

Loss before
the
undernoted: $ 581 $ (4,509) $ (3,928) $ (1,632) $ (6,758) $ (8,390)
Amortization
of PP&E and
intangible
assets (3,8'14) (5) (3,879) (7,745) (11) (7,756)

Interest (1,684) (1,684) (3,795) (3,795)
Environmenta
I remediation
costs (44) (7) (51) (88) (13) (101)
Interest on
convertible
debt (143) (143) (279) (279)

Net Ipss $ (3,337) $ (6,348) $ (9,685) $ (9,465) $ PO,856) $ (20,321)

Total assets $ 259,267 $ 3,048 $ 262,315 $ 259,267 $ 3,048 $ 262,315

Total liabilities $ 120,093 $ 19,028 $ 139,121 $ 120,093 $ 19,028 $ 139,121

(d) Additions to non-current assets (excludes financial instruments, deferred tax assets and post­
employment benefit assets):

-...,.-...,. . --=J:..:u::..:n.:..;e=-.30, 2011 December 31, 2010

559

Silicon

Other

$

$

17 . $

33

50 $

927

927

The Company has traditionally had several large customers, the loss of any of which could have a material
adverse effect on the financial position, results of operations and liquidity of the Company, .For six months
ended June 30, 2011 and 2010, sales to each of the Company's two largest customers exceeded 10% of total
sales and were' $20,584 and $4,686 (June 30, 2010 - $22,201 and $10,219). The extent to which any of the
Company's significant silicon metal customers may be unwilling or unable to satisfy all or a material portion of
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its purchase commitments with the Company could have a material adverse affect on the Company's results
of operations and liquidity.

For the three and six months ended June 30 2011, the Company sold inventories to Sudamin for $nil and $nil
(three and six months ended JUne 30,2010 - $nil and $64). These transactions were for cash (see No~e 15).

21. COMMITMENTS AND CONTINGENCIES

(a) Contingent liabilities

i. ' Class Action Lawsuit

Timminco and certain of its directors and officers, as well as certain third parties, have been named as
defendants in a potential class action lawsuit filed in the Ontario Superior Court of Justice on May 14,
2009. The plaintiff, St. Clair Pennyfeather, is bringing the action on behalf of shareholders who
acquired Timminco's common shares between March 17, 2008 and November 11, 2008 and claims
damages exceeding $540 million. The plaintiff alleges that Timminco and others made certain
misrepresentation::; about Becancour Silicon's solar grade silicon production process. These are
unproven allegations and the action has not yet been certified. Moreover, the plaintiff will need to
obtain leave, or permission, of the court to proceed with any of its misrepresentation claims under the
secondary market disclosure provisions of the Ontario Securities Act.

The Company has not recorded any liability related to these matters. Timminco's directors and officers
insurance policies provide for reimbursement of costs and expenses incurred in connection with this
lawsuit, including legal and professional fees, as well as potential damages awarded, if any, subject to
certain policy limits and deductibles. Timmincointends to Vigorously defend these allegations and the
plaintiff's attempt to get court approval to proceed. However, no assurance. can be given with respect
to the ultimate outcome of such proceedings, and the amount of any damages awarded in such lawsuit
could be substantiai.

ii. Other legal actions
The Company is involved in various legal matters arising in the ordinary course of business. The
resolution of these matters is not expected to have a material adverse effect on the Company's
financial position, results of operations or cash flows.

iii. ' Guarantees
In the normal course of business, the Company has provided indemnifications in various commercial
agreements which may require payment by the Company for breach of contractual terms of the
agreement. Counterparties to these agreements provide the Company with comparable
indemnifications. The indemnification period generally covers, at maximum, the period of the
applicable agreement plus the applicable limitations period under law. The maximum potential amount
of future payments that the Company would be required to make under these indemnification
agreements is not reasonably quantifiable as certain indemnifications· are not subject to limitation.
However, the Company enters into indemnification agreements only when an assessment of the
business circumstances would indicate that the risk of loss is remote.

The Company has agreed to indemnify its current and former directors and officers to the extent
permitted by 'law ;::gainst' any and all charges, costs, expenses, amounts .paid in settlement and
damages incurred: by the directors and .officers as a result of any ,lawsuit or any other judicial
administrative or investigative proceeding .in which. the directors and officers are sued as a result of
their service. These indemnification claims will be subject to any statutory or other legal limitation
period. The nature of such indemnification prevents the Company from making a reasonable estimate
of the maximum potential amount it could be required to pay to counterparties.

22. COMPARATIVE FIGURES

Certain of the June 30, 2010 comparative figures have been reclassified to conform to the financial statement
presentation adopted in 2011.
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23. EXPLANATION OF TRANSITION TO IFRS

For all periods up to December 31,2010 the Company prepared its consolidated financial statements in accordance
with previous Canadian generally accepted accounting principles ("Canadian GAAP"). These interim consolidated
financial statements are prepared on the basis of the IFRS expected to be in effect as at December 31, 2011, as
described in the accounting polices described in Note 3. In preparing these consolidated financial statements, the
Company's opening consolidated balance sheet was prepared as at January 1, 2010, the Company's date of
transition to IFRS.This note explains the principal adjustments made by the Company in restating its previously
published Canadian GAAP consolidated financial statements for the three and six month period ended June 30, 2010.

(a) Reconciliation of equity
The following is a reconciliation of the Company's consolidated balance sheet reported in accordance with
Canadian GAAP to its consolidated balance sheet reported in accordance with IFRS at June 30, 2010:

561

1,481 1,481

471 471

12,939 12,939

18 18

33,893 33,893

4,585 4,585

1, 392 1,392

54,779 $ $ 54,779

1,280 1,280

24,558 24,558

88,051 70,136 158,187

222 222

2,550 (2,550)

939 (939)

6,462 6,462

16,827 16,827

195,668 66,647 $ 2.52,315

Notes

ASSETS

Current Assets

Cash and cash equivalent $

Restricted cash

Accounts receivable
, .,... ,'.

D.ueJrom related companies

Inventories
Finished goods consigned to related

company

Prepaid expenses and deposits

$

Long term receivables

Long term .inventories

Property, plant and equipment

Investments

Future income taxes viii

Employee foture benefit ii

Intangible assets

Goodwill

$
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(b) Reconciliation of Net Income As Reported Under Previous Canadian GAAP to IFRS
The following is a reconciliation of the Company's net income reported in accordance with Canadian GAAP to
its net income in accordance with IFRS for the three and six month periods ended June 30, 2010.

Three months ended Six months ended
Note June 30, 2010 June 30, 2010

Net loss as reported under previous Canadian GAAP $ (9J04) $ (20,609)
Differences increasing (decreasing) reported net
income:

Depreciation expense (1,237) (2,382)

Employee benefit expense ii 144 288

Share-based payments expense v 1,156 1,989

Fair value adjustment of financial liability iv 12 472

Interest ii, iii, iv (1) 23

Transaction costs vi (55) (102)

Net loss as reported under lFRS $ (9,685) $ (20,321)

. Explanation of reconciling items from previous Canadian GAAP to IFRS

The following .explanations."accompany the preceding reconciliations and describe the effect of the transition
toIFRS: '

i. Property, Plant and Equipment
The Company elected to record certain items of property, plant and equipment at fair value as deemed
cost on transition. The resulting carrying value of these assets for IFRS exceeded the recorded amount
under previous Canadian GAAP by $71,070 at January 1, 2010.

For all other items of property,plant and equipment, the provisions of lAS .16 were retrospectively
applied. Differences relating to the level of componentization and depreciation rates as at transition
date caused the carrying value of these assets under IFRS to exceed the recorded amount under
Canadian GAAP by $1,448.

The net increase in carrying value resulted in higher depreciation underIFRS as compared to previous
Canadian GAAP of $1,237 and $2,382 for the three and six months ended June 30, 2010. However,
this impact is partially offset by using longer estimated useful lives for certain component parts-.

Ii. Employee Benefits
The Company elected to recognize in equity all cumulative actuarial gains and losses existing at the
transition date.

The' other differences impacting the consolidated balance sheet and consolidated statements of
operations and comprehensive loss include:

Under Canadian GAAP, past service costs are generally amortized on a straight-line basis over
the average remaining service period of active employees. lAS 19 requires the past servicf.:
costs to be :expensed on an a::celerated basis, with vested past service costs expensed
immediatelrcindunvested pa'st service costs recognized ona straight-line basis until the
benefits beq2ll]e vested. ,',
Under Canadian GAAP, certain losses that were unrecognized at the time of adopting the
Canadiana~countingstandard were permitt~d to be recognized as a transitional asset and
amortized into income over time. Those ilmounts are not permitted to remain unrecognized
under lAS 19 and must be recognized in equity on the transition date.
Canadian GAAP permits the defined benefit obligation to be measured using rates inherent in
the current prices of annuity contracts if immediate settlement using such an annuity contract is
possible. lAS 19 require,s the rate used todiscouritthe defined. benefit obligation to be
determined by reference to market yields on high quality corporate bonds.
In addition IFRIC 14, The Limit on a Defined Benefit Asset - Minimum Funding Requirements,
requires the Company to take into account solvency funding contributions it currently makes to
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