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We are pleased to present our results for the year ended December 31,
2014, provide you with an update on our recent corporate developments and share with you our vision for the Company’s future.

(All references to dollar amounts are in United States dollars unless otherwise stated.)

For the year ended December 31, 2014

» Revenues increased to $1,411.8 million for the year ended December 31, 2014, compared to
$813.9 million in the same period in 2013.

» Net income before the impact of non-cash impairment losses* was $22.2 million, or $0.35 per
share on a basic and diluted basis in 2014, compared to $14.2 million, or $0.23 per share on a
basic and diluted basis in 2013.

» Net income (including the impact of non-cash impairment losses net of income tax recovery of
$21.4 million in 2014 and $4.5 million in 2013) was $0.8 million, or $0.01 per share on a basic
and diluted basis in 2014, compared to $9.7 million, or $0.15 per share on a basic and diluted
basis in 2013.

» Operating EBITDA* was $76.2 million for the year ended December 31, 2014, compared to
$65.4 million in 2013.

» In 2014, Cliffs Natural Resources Inc. (“Cliffs”) announced that it closed the Wabush mine. We
hold the master lease and will receive minimum payments of C$3.25 million per year until that
agreement is terminated. We remain committed to working with all the stakeholders to reopen
the mine.

» We completed the acquisitions of F.J. Elsner & Co. GmbH ("Elsner") and FESIL AS Group
("FESIL") in March and April of 2014, respectively.

» We plan to rationalize certain MFC Energy Corporation (“MFC Energy”) assets and return the
net cash proceeds to our shareholders.

*Note: Net income, before the impact of non-cash impairment losses (defined as net income plus the
non-cash impairment losses (net of income tax recovery)) and Operating EBITDA (defined as
earnings before interest, taxes, depreciation, depletion, amortization and non-cash impairment
losses) are not measures of financial performance under IFRS, have significant limitations as an
analytical tool and should not be considered in isolation or as a substitute for performance
measures under IFRS. See page |l of this Letter to Shareholders for a reconciliation of our net
income to operating EBITDA. In 2014 and 2013, net income, before the impact of non-cash
impairment losses, equaled net income of $0.8 milion and $9.7 million plus non-cash
impairment losses (net of income tax recovery) of $21.4 million and $4.5 million, respectively.

» Our vision is to grow and focus on our trade finance and supply chain solutions businesses. To
support this vision, MFC intends to partner with a European bank, which will become our in-
house bank, enabling us to expand the services we provide to our customers and improve our
profit margins.

|
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Revenues for the year ended December 31, 2014 reached $1,411.8 million, an increase of 73.5% over 2013 as a result of organic
growth in certain product lines and an overall increase in supply chain revenue due to the consolidation of our recent acquisitions.

Costs of sales and services increased to $1,271.1 million during 2014 from $710.4 million for the same period in 2013, as a result
of the consolidation of our recent acquisitions.

Selling, general and administrative expenses increased to $85.5 million for the year ended December 31, 2014 from $63.1 million
for the same period in 2013, due to the consolidation of our recent acquisitions, but also due to our expansion into new
geographies and markets. As a percentage of gross revenue, selling, general and administrative expenses were 6.1% in 2014,
compared to 7.8% in 2013.

In the fourth quarter of 2014, the long-term pricing of natural gas, natural gas liquids and oil fell significantly. In the month of
December, pricing of natural gas, natural gas liquids and oil fell 20%, 32%, and 35%, respectively. At December 31, 2014, we
realized a non-cash impairment expense of $28.6 million related to our natural gas properties in Alberta, Canada. This non-cash
impairment is directly related to the decline in the long-term hydrocarbon price forecasts that we utilize to discount the present
value of our reserves. With a lower pricing environment, despite that we have the same amount of hydrocarbons remaining in the
ground, the discounted value of these resources declined. This non-cash impairment, net of a tax benefit, impacted our net
income by $21.4 million, or $0.34 per share.

Operating EBITDA for the year ended December 31, 2014 was $76.2 million versus $65.4 million in 2013.

In 2014, net income, before the impact of non-cash impairment losses, was $22.2 million, or $0.35 per share on a basic and
diluted basis. We reported net income in 2014 of $0.8 million versus $9.7 million in 2013.

Operating EBITDA is defined as earnings before interest, taxes, depreciation, depletion, amortization and non-cash impairment.
Management uses Operating EBITDA as a measurement of the Company’s operating results and considers it to be a meaningful
supplement to net income as a performance measurement primarily because we incur significant depreciation and depletion and
non-cash impairment. Operating EBITDA generally represents cash flow from operations.

The following table reconciles our net income to Operating EBITDA for the years ended December 31, 2014 and 2013:

December 31, 2014 December 31, 2013
Net income* $ 2,068 |$ 9,502
Income taxes 1,714 6,577
Finance costs 16,537 15,172
Non-cash Impairment of hydrocarbon properties 28,618 6,077
lAmortization, depreciation and depletion 27,246 28,085
Operating EBITDA s 76183 |$ 65413

*Note: Includes net income attributable to non-controlling interests.

1l
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Our total revenues by operating segment for each of the years ended December 31, 2014 and December 31, 2013 are broken out
in the table below. We have renamed two of our segments to more accurately depict the underlying operations, and going forward
we will report three segments: Global Supply Chain, Trade Finance and Services, and Other.

December 31, 2014

A e e R A =

December 31, 2013

A e e e A

Global supply chain $ 1,372,503 | $ 778,487
Trade finance and services 12,299 12,568
Other 26,984 22,883

Total revenues $ 1,411,786 | $ 813,938

Our income from operations for each of the years ended December 31, 2014 and 2013 is broken out in the table below:

December 31, 2014

December 31, 2013

1
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Global supply chain $ 26,160 | $ 13,427
Trade finance and services 16,084 18,293
Other (9,844) (9,564)
Non-cash impairment of hydrocarbon properties (28,618) (6,077)
Income before income taxes 3,782 16,079
Income tax (expense) recovery 695 (1,574)
Resource property revenue tax expense (2,409) (5,003)
Net (income) loss attributable to non-controlling

interests (1,230) 163
Net income attributable to our shareholders 2 838 2 9,665
Earnings per share, basic and diluted $ 0013 0.15
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REVENUE BREAKDOWN BY REGION

FINANCIAL POSITION

FINANCIAL HIGHLIGHTS

All amounts in thousands, except per share amount and ratios

The following chart shows our global revenue by region for the year ended December 31, 2014:

REVENUE BY REGION
For the year ended December 31, 2014

mEU (22%) excl. Germany

m Germany (39%)
= Americas (29%)
Asia (5%)
m Europe Non-EU (3%)

u Africa (2%)

December 31, 2014

The following table highlights certain selected key numbers and ratios as of December 31, 2014 and 2013.

December 31, 2013

Cash and cash equivalents $ 297,294 | $ 332,173
Short-term securities 250 2,068
Trade receivables 161,674 115,678
Current assets 864,804 711,021
Total assets 1,458,684 1,318,598
Current liabilities 379,944 314,709
\Working capital 484,860 396,312
Current ratio* 2.28 2.26
Total liabilities 787,248 618,857
Shareholders’ equity 670,388 699,570
Equity per common share 10.63 11.18

v
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*Note: The current ratio is calculated as current assets divided by current liabilities.
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As at December 31, 2014, we had cash and cash equivalents, short-term deposits and securities of $297.7 million.

December 30, 2014 December 31, 2013

Total long-term debt $ 313,124 | $ 234,740
Less: cash and cash equivalents (297,294) (332,173)
Net debt (net cash & cash equivalents) 15,830 (97,433)
Shareholders' equity 670,388 699,570

The long-term debt-to-equity ratio is calculated as long-term debt divided by shareholders' equity.

| Decemier3L2014  December3l 2013

Long-term debt, less current portion $ 256,148 | $ 189,871
Shareholders' equity 670,388 699,570
Long-term debt-to-equity ratio 0.38 0.27

The increase in long-term debt and the decrease in short term borrowings was mainly related to long term refinancing in the fourth
quarter of 2014.

Our objectives when managing capital are to continue to match the duration of our assets and liabilities to the extent possible and
to maintain a flexible capital structure that optimizes the cost of capital at acceptable risk. We set the amount of capital in
proportion to risk.

We actively manage our capital structure and make adjustments to it in accordance to changes in economic conditions.

We maintain various kinds of credit lines and facilities with banks. Most of these facilities are short-term and are used for our day-
to-day business and trade financing activities in our global supply chain business. The amounts drawn under such facilities
fluctuate with the type and level of transactions being undertaken.

As at December 31, 2014, we had credit facilities aggregating approximately $772.8 million, comprised of: (1) unsecured
revolving credit facilities aggregating $381.1 million from banks; (2) revolving credit facilities aggregating $92.7 million from banks
for structured solutions; (3) a non-recourse factoring arrangement with a bank for up to a credit limit of $200.3 million for our
supply chain business; (4) foreign exchange credit facilities of $63.8 million with banks; and (5) secured revolving credit facilities
aggregating $35.0 million. All of these facilities are either renewable on a yearly basis or usable until further notice.

Working Capital

In 2014, our inventory and trade receivables increased alongside our revenue growth, primarily due to the consolidation of Elsner
and FESIL in March and April, respectively. On June 30, 2014, the first reporting period which included both acquisitions, our
trade receivables were $207.6 million and our inventories were $205.6 million. Since then, we have reduced our trade receivables
to $161.7 million, while maintaining our inventories at $212.6 million as of December 31, 2014. More than 50% of our inventories
have been contracted to be sold at fixed prices, while the remainder is comprised of the raw materials, work-in-progress and
finished goods of our production facilities, strategic inventories (such as consignment positions), and goods in transit.

We actively monitor our working capital and are focused to further improve our metrics.

\
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We indirectly derive royalty revenue from a mining sub-lease of the lands upon which the Wabush iron ore mine is situated in
Newfoundland and Labrador, Canada.

In 2014, Cliffs closed the Wabush mine, and in the first quarter of 2015, commenced proceedings under the Companies' Creditors
Arrangement Act (Canada) (the “CCAA”) with respect to its Canadian operations including the subsidiary that holds a majority
interest in its Wabush mine joint venture. While the Wabush mine is not directly a party to the CCAA proceedings, Cliffs has
publicly disclosed that the assets comprising the mine may be included in any sales process.

Cliffs is obligated to pay us a minimum lease payment of C$3.25 million per year. We currently believe that Cliffs will at some
point terminate the sub-lease, in which case we, as the landlord, will exercise our step-in rights, which allow us to take back the
mine and purchase certain infrastructure onsite. There can be no assurance as to when and if Cliffs will provide notice of such
termination.

We reviewed related information and performed an impairment test and determined no impairment was required.

We would like to thank the United Steelworkers Union Local 6285, the town of Wabush, and the local and Provincial governments
for their strong support as we work together to re-open the mine. We remain committed, and again, we strongly state: Wabush
has been an important asset to MFC for decades. Wabush is an important asset to us today. We are working to ensure that
Wabush is an important asset for MFC for decades to come.

Acquisitions of Fesil AS Group and F.J. Elsner & Co.

In March 2014, we acquired a 100% interest in Elsner, a global supply chain company focused on steel and related products and
in April 2014, we completed the acquisition of a 100% interest in FESIL, a vertically integrated supply chain group of companies
with a ferroalloy production facility in Norway, sales companies in Germany, Luxembourg, Spain, United States, South Africa and
China and a 33% owned associate which owns quartz quarries in Spain.

Combined, these two acquisitions added significant scale, new products, customers and suppliers as well as geographical
diversification to our global supply chain business. More importantly, FESIL and Elsner still present many opportunities to grow
revenue, increase margins and capitalize on potential synergies with other companies in the MFC group.

In 2014, which only included nine months of contribution for each company, FESIL represented 13.8% of our total assets and
24.2% of our gross revenues and Elsner represented 5.2% of our total assets and 12.1% of our revenues.

Hydrocarbon Asset Preservation
At December 31, 2014, we realized a non-cash impairment expense of $28.6 million related to our natural gas properties in
Alberta, Canada. This non-cash impairment is directly related to the decline in the long-term
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hydrocarbon price forecasts that we utilize to discount the present value of our reserves. With a lower pricing environment,
despite the same amount of long-term hydrocarbons remaining in the ground, the discounted value of these resources declined.
This non-cash impairment, net of income tax recovery, impacted our net income by $21.4 million, or $0.34 per share in 2014.

To preserve our long-term natural gas reserves and ensure that we do not deplete our resources at uneconomic prices, we have
initiated a program to curtail production at certain of our wells. To date, this program has focused on our properties in central
Alberta that produce a higher mix of natural gas liquids. We are focused on these properties because, while we are able to
effectively hedge natural gas, we are not able to effectively hedge natural gas liquids. When production at such wells becomes
economical, we will resume operations. We believe that this program is the prudent action in this environment as it will ensure that
our natural gas remains in the ground, while maintaining the flexibility to monetize our reserves when attractive pricing resumes.

In 2015, we began hedging a portion of our natural gas production with AECO based Canadian dollar futures to protect against
further price declines in the near-term.

Our intention is to continue this program and hedge additional volumes to preserve our assets and maximize value over the long-
term.

Natural Gas Participation Agreement in the Niton Area

We entered into an agreement with an operator to develop certain properties in the Niton area of Alberta, Canada. This
arrangement provides us with the opportunity to develop our properties at minimal risk and, at the same time, provides a potential
source of revenue through royalty and processing arrangements. Under the agreement: (1) the operator will spend a minimum of
C$50 million to drill at least three net wells per year and a total of twelve net wells (the sum of our factual working interest in each
well) during the initial three-year term; (2) the operator will pay 100% of the drilling and completion costs of each well at its sole
risk and expense; (3) after a well is drilled and there is continuous production from each well, MFC can elect to participate for up
to 30% on a look-back basis in the working interest of each well by reimbursing the operator 25% of its actual costs or,
alternatively, elect to receive a 10% gross royalty on the production instead; and (4) we will process a large proportion of the
natural gas produced from the new wells through our processing plant for the life of the wells.

As of December 31, 2014, the operator has drilled and completed six wells on the lands subject to the participation agreement.
Some of the wells have exceeded expectations for similar wells in this area. Five of the six wells are currently producing, and the
natural gas from four wells is currently being processed at MFC'’s facilities. We have elected to receive the 10% royalty on each
producing well.

Natural Gas Power Plant

In the second quarter of 2014, we entered into an agreement |
with a contractor for the engineering, procurement and
construction of a 16.5 MW natural gas power project at our gas
processing plant near Calgary, Alberta. Upon completion, the
project will supply our processing plant's electrical needs, with
excess power being sold into the grid based on Alberta
Electricity System Operator's rates. The project is designed to
cost approximately C$25.2 million and is currently on schedule
and on budget, with final commissioning expected in June
2015. Upon completion, the project will supply our gas
processing plant's electricity demands, with the majority of the
power being sold into the grid at prices based on the Alberta
Electricity System Operator’s rates.

IX
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The Alberta electricity market is fully deregulated, which provides us with the option to run as a peaking power plant, supplying
electricity only when volatile prices are at their highest.

Return of Capital

We plan to rationalize certain MFC Energy assets and return the net proceeds to shareholders.

Due to the decline of natural gas and natural gas liquids pricing, we have no specific timeline to meet these goals. However, we
will implement a process that will enable management of MFC to focus on return on capital actively employed, not return of capital
for these natural gas assets, while simultaneously ensuring certainty and stability for all stakeholders and maximizing the value of
the distribution(s). Before making distributions to shareholders, the bank debt that we incurred to refinance the acquisition of
these assets will be repaid. We are working to find an appropriate way to segregate these assets for financial reporting purposes
so that the results of our other global supply chain operations are easily identifiable in our financial statements.

The following table sets out the natural gas assets that we plan to rationalize along with associated bank debt and
decommissioning obligations:

As of December 31, 2014

Long-term debt $ (82,046)
Property, plant and equipment 58,311
Resource properties 187,121
Hydrocarbon probable reserves 43,655
Hydrocarbon unproved lands 23,757
Decommissioning obligations (129,557)
Net Long-Term Assets 101,241

We anticipate that an initial cash distribution to shareholders will be made within eighteen months. We are pleased to report that
this distribution will be classified as return of capital with no withholding tax.
Redeployment of Capital

We also have certain natural gas assets that are classified as held for sale at December 31, 2014. We intend to monetize these
assets and redeploy the capital in our trade finance business. The following table sets out the assets and liabilities of these

properties:

IAssets held for sale

As of December 31, 2014

$

100,620

Liabilities related to assets held for sale

(15,346)

Net Assets Held for Sale

85,274

X
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We are a company that strives to be fiscally responsible. The corporate income tax paid in cash was approximately $4.4 million
for the year ended December 31, 2014. This number includes certain mandatory prepayments in certain jurisdictions that will be
recovered upon submission of financial statements for the fiscal year. We will not pay a quarterly cash dividend in 2015.

Our main business today is global supply chain, sou rcing and supplying a wide range of products such a S metals,
alloys, minerals, chemicals and wood products to di fferent industries around the world and providing a wide range of
trade finance solutions to both consumers and suppl iers.

MFC’s global supply chain business is active throug hout the world with on time sourcing and delivery o n predefined
terms and conditions to consumers in multiple indus tries. Going forward we intend to substantially gro w our trade

finance business and improve profit margins by offe ring new and complete trade finance services and so  lutions to this
established value chain.

—

Gerardo Cortina President and Chief Executive Officer

Ferdinand Steinbauer Treasurer

Samuel Morrow Chief Financial Officer and Deputy Chief Executive Officer
Michael Smith Managing Director

With an in-house bank, MFC will add a vehicle to ex  pand its trade finance business into a wide range o f new services

such as financing, factoring, forfaiting, marketing , and risk management. An in-house bank will enable MFC to grow the
supply chain solutions we currently offer to our cl ients. This will not only enhance our business, but enhance our long-
standing business relationships with our customers and banks.

Successful trade finance, efficient to customers an d safe for lenders, requires long-standing customer relationships,

knowledge and experience in products, markets, coun try risk, collateral management and credit manageme  nt. These are
our strengths. This is our competitive advantage. T his is the reason why we are optimistic for our fut ure.

Respectfully submitted,

L.

Gerardo Cortina
President and CEO

X
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PART I

FORWARD-LOOKING STATEMENTS

This document contains certain forwdodking information and statements, including staets relating to matters that are
historical facts and statements of our beliefsgrtions and expectations about developments, seanll events which will or me
occur in the future, which constitute “forward-loog information” within the meaning of applicable Canadian secwitegislatior
and “forward-looking statements” within the meanofghe “safe harbor” provisions of the United $&Private Securities Litigatio
Reform Act of 199, as amended, collectively referred to as “forwiaaking statements”. Forwaldoking statements are typica
identified by words such as “anticipate”, “couldfroject”, “should”, “expect”, “seek”, “may”, “intad”, “likely”, “will’, “plan” ,
“estimate”, “believe”and similar expressions suggesting future outcamnesatements regarding an outlook or their negativothe!

comparable words. Also, discussions of strategyitivlve risks and uncertainties share this “fordvbboking” character.

Forwardlooking statements are included throughout thisudwnt and include, but are not limited to, stateavith respect tc
our projected revenues; markets; production, densard prices for products and services, includimmg iore and other minera
trends; economic conditions; performance; busimEsspects; results of operations; capital expensituforeign exchange ratt
derivatives; and our ability to expand our businédssuch forwardlooking statements are based on certain assumgimhganalyse
made by us in light of our experience and percepbibhistorical trends, current conditions and extee future developments, as w
as other factors we believe are appropriate irciteeimstances. These forwdabking statements are, however, subject to knomd
unknown risks and uncertainties and other factdssa result, actual results, performance or achieves could differ materially froi
those expressed in, or implied by, these forwaaking statements and, accordingly, no assuraanebe given that any of the eve
anticipated by the forwarkboking statements will transpire or occur, oriifyeof them do so, what benefits will be derivedréfieom.
These risks, uncertainties and other factors irglathong others:

» our financial results may fluctuate substantiatlynfi period to perioc
e our earnings and, therefore, our profitability nteyaffected by price volatility in our various prads;

* a weak global economy may adversely affect ournass and financial results and have a materialradweffect on ot
liquidity and capital resource

» the global supply chain and trade finance and sesvibusinesses are highly competit

» the operation of the iron ore mine underlying ayalty interest was closed in 2014. Its operat®géanerally determined
a third-party operator and we have no decisitaking power as to how the property is operatecdadition, we have no
very limited access to technical or geological daspecting the mine, including as to reserves. dlaer's failure t
perform or other operating decisions made by theeswould have a material adverse effect on ouermee, results
operations and financial conditic

« if the fair values of our lor-lived assets fall below our carrying values, we rbayrequired to record n-cash impairmel
that could have a material impact on our resultspafrations

» the profitability of our global supply chain opécats depends, in part, on the availability of adagisources of suppl

* we may face a lack of suitable acquisition or meayeother proprietary investment candidates, whigty limit our futur:
growth;

e  strategic investments or acquisitions and jointtwess, or our entry into new business areas, msyitren additional risk
and uncertainties in our busine

» the industries in which we operate may be affebiedisruptions beyond our contr

» our supply chain activities are subject to courddsprisks associated with performance of obligagiby our counterparti
and suppliers

» larger and more frequent capital commitments intradge finance and services business increaseotkatgl for significar
losses

e we are subject to transaction risks that may haweaterial adverse effect on our business, restltgperations, financi
condition and cash flow
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e our risk management strategies may leave us expmseshidentified or unanticipated risks that coindpact our ris
management strategies in the future and could ivefjatffect our results of operations and finahcandition;

e  derivative transactions may expose us to unexpeisisi and potential losse
» fluctuations in interest rates and foreign curreexghange rates may affect our results of operstionl financial conditior
e our operations and infrastructure may malfunctiofad;

» the exploration and development of mining and resoyroperties is inherently dangerous and sulijedsks beyond ol
control;

» our natural gas and related operations are sutgjécherent risks and hazart

* mineral resource calculations are only estime

» estimates of natural gas and oil reserves invoheedainty;

« if we are unsuccessful in acquiring or finding diddial reserves, our future natural gas, NGL ahgriduction will decline

* our global supply chain operations are subjectrnieirenmental laws and regulations that may incrahsecosts of doir
business and may restrict such operati

» future environmental and reclamation obligatiorspeeting our resource properties and interestshmayaterial
e we, or the operators of our current and any futeseurce interests, may not be able to securereshpermits and license

» there can be no assurance that we will be abldtairoadequate financing in the future or thattérens of such financir
will be favourable and, as a result, we may haveaige additional capital through the issuancedufitsonal equity, whic
will result in dilution to our shareholder

« limitations on our access to capital could impair kiquidity and our ability to conduct our busisg
e we may substantially increase our debt in the &

* as a result of our global operations, we are expasepolitical, economic, legal, operational antiestrisks that cou
negatively affect our business, our results of ap@ns, financial condition and cash flo

e we are exposed to litigation risks in our busintbsg are often difficult to assess or quantify avel may incur significal
legal expenses in defending against such litiga

* we rely significantly on the skills and experierafeour executives and the loss of any of theseviddals may harm o
business

* we may experience difficulty attracting and retaghgualified management and technical personnefficiently operate ot
business and the failure to operate our busindsstigkly could have a material and adverse eféectour profitability
financial condition and results of operatio

e  certain of our directors and officers may, fromdirto time, serve in similar positions with othebfiti companies, whic
may put them in a conflict of interest positionrfréime to time

* we conduct business in countries with a historycofruption and transactions with foreign governmmeand doing ¢
increases the risks associated with our internatiactivities;

» employee misconduct could harm us and is diffitutietect and dete

e we may incur losses as a result of unforeseentasitaphic events, including the emergence of a@anic, terrorist attac
or natural disaster:

» failures or security breaches of our informatioohtelogy systems could disrupt our operations aghtively impact ot
business

* investors' interests may be diluted and investaay suffer dilution in their net book value per sh#rwe issue addition
shares or raise funds through the sale of equayrges; anc
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«  certain factors may inhibit, delay or prevent aetaker of our company, which may adversely affeetgtice of our commc
shares

Although we believe that the expectations refledteduch forwardeoking information and statements are reasonatdecar
give no assurance that such expectations will ptovge accurate. Accordingly, readers should natelundue reliance upon any
the forward-looking information and statements set in this document. All of the forwaldeoking information and statemer
contained in this document are expressly qualifiedheir entirety, by this cautionary statemertieTvarious risks to which we &
exposed are described in additional detail in ttusument under the section entitlettém 3: Key Information — D. Risk Factots
The forwardlooking information and statements are made as®fdate of this document and we assume no oblig&iapdate o
revise them except as required pursuant to appicazurities laws.

As used in this annual report, the terms “we”, “asid “our” mean MFC Industrial Ltd. and our subsidiaries, ssletherwis:
indicated.

CAUTIONARY NOTE ON RESOURCE ESTIMATES

As a reporting issuer in Canada, we are requiredCagadian law to provide disclosure respecting mureral interests i
accordance with Canadian National Instrument 43-18fandards of Disclosure for Mineral Projectseferred to as “NI 43-101"
Accordingly, investors are cautioned that certaiiorimation referenced in this annual report on F&0# may not be comparable
similar information made public by U.S. companiesler the United States federal securities laws tAedrules and regulatiol
thereunder. In particular, the terms “measuredwesd, “indicated resource” and “inferred resoures’may be referenced in NI 43-
101 technical reports referenced herein are naheldin the Securities and Exchange Commissiogferned to as the “SECIhdustry
Guide 7and are normally not permitted to be used in respand registration statements filed with the SE@estors are cautioned r
to assume that any part or all of mineral depasitthese categories will ever be converted intoarahreserves with demonstra
economic viability. In addition, the estimationioferred resources involves far greater uncerta@styo their existence and econol
viability than the estimation of other categoriésesources. Under Canadian rules, estimates efred mineral resources may |
form the basis of feasibility or pfeasibility studies, except in rare cases. U.Sestors are cautioned not to assume that part of
an inferred resource exists or is economicallyegally minable.

NOTE ON NATURAL GAS AND OIL DISCLOSURE AND DEFINITI ONS

On March 15, 2013, we were granted an exemptioardogl applicable Canadian securities regulatons ftioe requirements 1
Canadian National Instrument 51-108tandards of Disclosure for Oil and Gas Activitiegferred to as “NI 51-101'gpplicable tc
our natural gas and oil disclosure. The exemptEnmgts us to prepare such disclosure in accordaitbethe rules of the SEC in pla
of much of the disclosure required by NI 521. In accordance with the exemption, proved awtable natural gas and oil reser
data and certain other disclosures with respeabuio natural gas and related activities in this doeat have been prepared
accordance with SEC requirements and definitiors aocordingly, may differ from corresponding infation otherwise required |
NI 51-101. Accordingly, such disclosures may not be caralple to those prepared by other Canadian regdgsuers.

NI 51-101 prescribes a relatively comprehensive setafla$ures in respect of oil and gas reserves drat disclosures about «
and gas activities. The SEC also prescribes amgixte set of disclosures but instructs reportingnganies to remain flexible in the
disclosure, where appropriate, in order to prowigganingful disclosure in the circumstances. Amotigwodifferences, NI 5101
specifies that proved, probable and possible resebe determined in accordance with @&nadian Oil and Gas Evaluatic
Handbookdefinitions and the SEC requirements provide fa tise of pricing based on a historic h@nth average for reserv
estimation and disclosure, whereas NI requires the evaluation of oil and gas resetvdse based on a forecast of econc
conditions.

Where applicable, barrels of oil equivalent amourggerred to as “boe’have been calculated using a conversion ratiox
thousand cubic feet of natural gas to one barrellafhich is based on an energy equivalency casigarmethod primarily applicab
at the burner tip and does not represent a valuazagncy at the wellhead. Where applicable, boeuwnts including sulphur hay
been calculated using a conversion ratio of oneofosulphur to one barrel of oil. BOEs may be nasliag, particularly if used i
isolation. In addition, the following industry spgcterms are utilized in this annual report orrfad20-F:

AECO Daily Index- The daily price as quoted in Canadian Enerd&atsadian Gas Price Reporter in the table entitaily
Spot Gas Price at AECO C & NOVA Inventory Transferthe column “Price ($/GJ)”, Sub column “Avg” rfeach individual day.
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bbl/d— Barrels per day.
boe/d— Barrels of oil equivalent per day.

Developed reservesReserves that can be expected to be recoveredgthedasting wells with existing equipment and ogieg
methods or in which the cost of the required eqeipiis relatively minor compared to the cost okavnwell.

mbbl— Thousand barrels.

mboe— Thousand barrels of oil equivalent.
mcf/d— Thousand cubic feet per day.
mmcf— Million cubic feet.

mmcf/d— Million cubic feet per day.

Natural gasor gas —The lighter hydrocarbons and associated ngarocarbon substances occurring naturally in afetgroun:
reservoir, which under atmospheric conditions asestially gases, but which may contain naturalligagls. Natural gas can exist
a reservoir either dissolved in crude oil (solutgas) or in a gaseous form (associated gas or seoei@ted gas). Namydrocarbo
substances may include hydrogen sulphide, cartmdiddi and nitrogen.

Net acresr Net wells—- The sum of the fractional working interests owbgdis in gross acres or gross wells.

NGL or NGLs— Natural gas liquid or natural gas liquids, whick aaturally occurring substances found in natuaal gncludin
ethane, butane, isobutane, propane and naturalirgasbat can be collectively removed from producedural gas, separated i
these substances and sold.

Probable reserves Fhose additional reserves that are less certaie tecovered than proved reserves. It is equidiplithat th
actual remaining quantities recovered will be great less than the sum of the estimated provesigriobable reserves.

Producing wel A well that is not a dry well. Productive wells inde producing wells and wells that are mechanjazdipabl:
of production.

Proved reserves Proved natural gas, NGL and oil reserves are thoaetities of natural gas, NGL and oil, which, Inalysis o
geoscience and engineering data, can be estimétedeasonable certainty to be economically prdoleci

Undeveloped reservesProved reserves that are expected to be recoveyedrfew wells on undrilled acreage or from exis
wells where a relatively major expenditure is regdifor recompletion.

Working interest- The interest in a property that gives the ownet sihare of production from the property. A workingeres
owner bears that share of the costs of exploratdemelopment and production in return for a shdrproduction. Working interes
are typically burdened by overriding royalty inteiseor other interests.
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CURRENCY

Unless otherwise indicated, all references indioisument to “$” and “dollars” are to United Statledlars, all references to “C$”
“CDN$” are to Canadian dollars and all reference®8uro” or “€” are to the European Union Euro.

The following table sets out exchange rates, basethe noon buying rates in New York City for cabdansfers in foreig
currencies as certified for customs purposes bydueral Reserve Bank of New York, referred tohas‘Noon Buying Ratefor the
translation of Euros and Canadian dollars to UnBéates dollars in effect at the end of the follmgvperiods, the average excha
rates during these periods (based on daily NoorrguRates) and the range of high and low exchaatgs for these periods:

Years Ended December 31,

2014 2013 2012 2011 2010
($/€)

End of period 1.2101 1.377¢ 1.318¢ 1.297:  1.326¢

High for period 1.2101 1.277¢ 1.206% 1.292¢  1.195¢

Low for period 1.3927 1.381€¢  1.346:  1.487t  1.453¢

Average for period 1.3297 1.3281 1.285¢ 1.3931 1.3261
($/C%)

End of period 0.862C  0.9401 1.004z 0.983t  0.9991

High for period 0.858¢  0.934¢  0.960C 0.943C  0.928C

Low for period 0.942: 1.016¢ 1.029¢ 1.058¢  1.004C

Average for period 0.906( 0.971Z 1.0007 1.0121  0.971¢

On March 27, 2015, the Noon Buying Rate for thegkation of Canadian dollars and Euros to UniteateSt dollars were C$1.
= $0.7950 and €1.00 = $1.0891, respectively.

NOTE ON FINANCIAL AND OTHER INFORMATION

Unless otherwise stated, all financial informatfmesented herein has been prepared in accordatitdniérnational Financi
Reporting Standards as issued by the Internatidoebunting Standards Board, referred to as “IFR& the “IASB”, respectively
which may not be comparable to financial data pregpdy many U.S. companies.

Due to rounding, numbers presented throughoutdhésiment may not add up precisely to the totalprmeide and percentac
may not precisely reflect the absolute figures.

All websites referred to herein are inactive tekteferences only, meaning that the informationtamed on such websites is
incorporated by reference herein and you shouldcansider information contained on such websitegaas of this document unle
expressly specified.

NON-IFRS FINANCIAL MEASURES

This document includes “non-IFRS financial measuyrdmat is, financial measures that either excludmdude amounts that ¢
not excluded or included in the most directly conapée measure calculated and presented in accadaitit IFRS. Specifically, w
make use of the non-IFRS measure “Operating EBITBrAd “net income, before the impact of non-cashainmpent”.

Operating EBITDA is defined as earnings beforerggg taxes, depreciation, depletion, amortizatiod the norcash impairmel
of hydrocarbon and resource properties. Net incdrefare the impact of nocash impairment, is defined as net income attrilati
shareholders plus the naash impairment of hydrocarbon and resource priggerhet of income taxes. Our management
Operating EBITDA and net income, before the imgdaton-cash impairment, as measures of our operatingtsemodl considers the
to be a meaningful supplement to net income asfampeance measurement, primarily because we ingmifeant depreciation ar
depletion and the exclusion of impairment losse®perating EBITDA and net income, before the impafchon€ash impairmer
eliminates the non-cash impact.

Both these measures are also used by investoraretysts for the purpose of valuing an issuer. ifitent of Operating EBITD.
and net income, before the impact of reash impairment, is to provide additional useffibimation to investors and the measure
not have any standardized meaning under IFRS. Aoagly, these measures should not be considerslation or used in substitt
for measures of performance prepared in accordaitbelFRS. Other companies may calculate OperafBgT DA and net incomi
before the impact of
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non-cash impairment, differently. For a recondtiat of Operating EBITDA and net income, before tingpact of noreast
impairment, to net income please sdtetn 5: Operating and Financial Review and ProspeeResults of Operatiofis
ITEM 1: IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable.

ITEM 2: OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3: KEY INFORMATION
A. Selected Financial Data

The following table summarizes selected consolilditgancial data prepared in accordance with IFBStlie five fiscal yea
ended December 31, 2014. The information in théetalas extracted from the detailed consolidatedrfoml statements and rele
notes included elsewhere in this annual reportrevipusly filed on Form 2@, and should be read in conjunction with suchrfaa
statements and with the information appearing utfteeheading ftem 5: Operating and Financial Review and Prospéct

Selected Financial Data
(Stated in United States dollars in accordance withFRS)
(in thousands, other than per share amounts)

2014® 2013 2012@ 2011 2010©@
Net sales $ 1,402,25¢ $ 806,831 $ 479,501 $ 507,99: $ 84,47¢
Impairment of hydrocarbon and resource
properties 28,61¢ 6,077 42,631 — —
) ©)
Income (loss) from operations 9,38¢ 18,72¢ (27,32£) GX7) 18,11¢ 14,70¢
(4) (%)
Net income from continuing operatio® 838 9,665 200,1448)) 12,19: 45,83¢
Net income (loss) from continuir
operations per shafé
@ ®)
Basic 0.01 0.15 3.2C0M 0.19 1.28
(4) (5)

Diluted 0.01 0.15 3.2C0M 0.19 (0.43)
Net loss from discontinued operatic® — — — — (15,527)
Basic earnings (loss) per share:

@ ®)

Continuing operations 0.01 0.15 3.2C0 0.19 1.28

Discontinued operations — — — — (0.43)
Diluted earnings (loss) per share:

(4) (5)
Continuing operations 0.01 0.15 3.2C00 0.19 1.28
@
Discontinued operations — — — — (0.43)
(4) (5)
Net income® 838 9,66E 200,1440)7) 12,19: 30,31¢
Net income per shar
) @ ©)
Basic 0.01 0.15 3.2C00 0.19 0.85
@ ®)

Diluted 0.01 0.15 3.2C0M 0.19 0.85
Total assets 1,458,68: 1,318,59¢ 1,360,62: 858,951 854,25¢
Net asset 671,43¢ 699,741 736,77¢ 549,147 552,44(
Long-term debt, less current portion 256,14¢ 189,871 118,82+« 20,15( 48,604
Shareholders' equity 670,38¢ 699,57( 730,58 546,62: 547,75¢
Capital stock, net of treasury stock 315,273 314,13¢ 314,13¢ 314,17: 314,17:
Weighted average number of common

stock outstanding, diluted 62,957 62,757 62,55k 62,561 35,85¢
Cash dividends paid to sharehold@rs 11,324 15,01¢ 13,762 12,512 —
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Notes:

(1) We consolidated the operations of F.J. Elsn€&a& GmbH, referred to as “Elsner”, and FESIL Ay, referred to as “FESIL.”
from March 31 and April 1, 2014, respective

(2) We consolidated the natural gas operations of MRE€r@y Corporation, referred to “MFC Energ”, from September 7, 201
Includes measurement period adjustments and esrggation related to the acquisition of MFC Enet

(3) We consolidated the operations of Mass FinancialpCaeferred to a¢Mas¢’, from November 16, 2010. In 2010,
deconsolidated our former industrial plant techggloequipment and service business, referred tihe$industrial Business”
which resulted in it being accounted for as distum@d operations in our consolidated financialestents

(4) Includes a nc-cash impairment loss on our hydrocarbon propedfes?1.4 million (net of deferred tax recovery), %.34 pe
share on a basic and diluted ba

(5) Includes a nowash impairment loss on our hydrocarbon propedfed4.5 million (net of deferred tax recovery), $8.07 pe
share on a basic and diluted ba

(6) Includes a bargain purchase of $218.7 million, 858 per share on a basic and diluted basis, piymarconnection with ot
acquisition of MFC Energy. The bargain purchaseeuas the consideration under the transaction egssthan the fair value
the net identifiable assets acquir

(7) Includes a total nc-cash impairment loss and wi-down of $48.2 million (net of income tax recoverg),$0.77 per share ol
basic and diluted basis, on a subsidiary in IngfsEch was subsequently sold in 20

(8) Net income attributable to our sharehold

(9) Does not include payment of the fourth installmenour 2014 dividend of $3.8 million, which was gan January 201t

B. Capitalization and Indebtedness
Not applicable.

C. Reasons for the Offer and Use of Proceeds
Not applicable.

D. Risk Factors

Certain statements in this annual report on Forrd-2fre forwardeoking statements, which reflect our managem
expectations regarding our future growth, resultsperations, performance and business prospedtsgportunities. Forwartboking
statements consist of statements that are notyphigtbrical, including statements regarding thenpled integration of newly acquil
entities, future business prospects, estimatedatapipenditures, the anticipated benefits of nesyegts and any statements regar
beliefs, plans, expectations, projections or interst regarding the future. While these forwéodking statements, and &
assumptions upon which they are based, are magtsonh faith and reflect our current judgment regagdhe direction of our busine
actual results will almost always vary, sometimeserially, from any estimates, predictions, prafts, assumptions or other fut
performance suggested herein.

Such estimates, projections or other forwtmmking statements involve various risks and uraeties as outlined below. \
caution the reader that important factors in soases have affected and, in the future, could nadteaffect actual results and ca
actual results to differ materially from the reswdixpressed in any such estimates, projectionther tbrward-looking statements.

An investment in our common shares involves a nundferisks. You should carefully consider the feliog risks an
uncertainties in addition to other information histannual report on Form Z0in evaluating our company and our business b
purchasing our common shares. Our business, opesagind financial condition could be materially antversely affected by one
more of the following risks.

Risk Factors Relating to Our Business

Our financial results may fluctuate substantiallydm period to period.

We expect our business to experience significanogie variations in its revenues and results ofragions in the future. The
variations may be attributed in part to the faet thur trade finance and services revenues ane ofte
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earned upon the successful completion of a traiesadhe timing of which is uncertain and beyond oantrol. In many cases, v
may receive little or no payment for engagemerds dlo not result in the successful completion thasaction. Additionally, throuc
our trade finance and services business, we seakguire undervalued assets where we can use periesce and management
realize upon the value. Often, we will hold or duiipon these assets over time and we cannot pibditiming of when these asst
values may be realized. As a result, we are uyliteebchieve steady and predictable earnings, wtoeihd in turn adversely affect o
financial condition and results of operations.

Our earnings and, therefore, our profitability maye affected by price volatility in our various pradts.

The majority of our revenue from our global supphain business is derived from the sale of produdtieh include metals
hydrocarbons and other materials. As a resulteawnnings are directly related to the prices ofehasderlying products. In additic
our revenues from our iron ore and natural gasréste are directly related to the underlying pricdsiron ore and certai
hydrocarbons including natural gas, natural gasidg and, to a lesser extent, oil. There are mawjofs influencing the price
metals, hydrocarbons and the other products obasmesses, including: expectations for inflatiglmbal and regional demand a
production; political and economic conditions; gwdduction costs in major producing regions. THeaséors are beyond our cont
and are impossible for us to predict. Changes énptfices of iron ore, hydrocarbons, plastics, nsetald the other products of ¢
businesses may adversely affect our operatingtsesul

A weak global economy may adversely affect our bess and financial results and have a material atkeeffect on our
liquidity and capital resources.

Our business, by its nature, does not produce ¢edale earnings and it may be materially affectgccdnditions in the glob:
financial markets and economic conditions generally

Global prices for our products are influenced gjiprby international demand and global economicditions. Uncertainties ¢
weaknesses in global economic conditions could @l affect our business and negatively impactfimancial results. In additiol
the current level of international demand for dertaf our products, including iron ore used in st@®duction, is driven largely k
industrial growth in China. If the economic growtte in China slows for an extended period of tioreif another global econom
downturn were to occur, we would likely see deoedademand for such products and decreased presdting in lower revent
levels and decreasing margins. We are not ableddigi whether the global economic conditions witlbrove or worsen and tt
resultant impact it may have on our operationstaedndustry in general going forward.

Market deterioration and weakness can result irmtenal decline in the number and size of the @atisns that we execute 1
our own account and for our clients and to a cpwading decline in our revenues. Any market weakmas further result in losses
the extent that we own assets in such market.

The global supply chain and trade finance and se®$ businesses are highly competitive.

All aspects of the global supply chain and traderiice and services businesses are highly competitid we expect them
remain so.

Our competitors include merchant and investmenk$abrokerage firms, commercial banks, private tygfiims, hedge fund:
financial advisory firms and natural resource aridaral royalty companies. Many of our competitoasdr substantially greater capi
and resources, including access to supply, thardaveWVe believe that the principal factors affectocwmpetition in our busine:
include transaction execution, our products andices, client relationships, reputation, innovasiparedit worthiness and price. \
have experienced price competition in some of rading business.

The scale of our competitors has increased in tegars as a result of substantial consolidatidres€ firms have the ability
offer a wider range of products than we do, whichyrenhance their competitive position. They alseehthe ability to support the
business with other financial services such as ceroial lending in an effort to gain market shardjck has resulted, and cot
further result, in pricing pressure on our busieess

If we are unable to compete effectively with oumgeetitors, our business and results of operatidthdadversely affected.
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The operation of the iron ore mine underlying oupyalty interest was closed in 2014. Its operatisrgenerallydetermined by
third-party operator and we currently have no deiois-making power as to how the propertyaperated. In addition, we have no
very limited access to technical or geological da&specting the mineincluding as to mineralization or reserves. The optor's
failure to perform or other operating decisions clilhave a material adverse effect on our revenue, teswf operations ant
financial condition.

The global supply chain segment of our busineskdes our indirect royalty and other interestshia Wabush iron ore mir
pursuant to a mining subase. The revenue derived from the interest i@das production generated by the mine's thirdyy
operator. The operator generally has the poweeterthine the manner in which the iron ore is expthiincluding decisions to re-
commence, expand, continue or reduce productiam tiee mine, and decisions about the marketing oflyets extracted from tt
mine. The interests of the operator and our intenesy not always be aligned. Our inability to cohthe operations of the mine c
adversely affect our profitability, results of opgons and financial condition. Similar adverseeeff may result from any otk
interests we may acquire that are primarily operatea third party operator.

In the first quarter of 2014, the operator of thald¥sh iron ore mine announced that it plannedlépduction of the mine k
the end of the quarter as a result of increaset$ @ogl the lower iron ore pricing environment andsequently announced that
mine was idled during the quarter. In late Octdt@t4, the operator announced that it would be fptie mine. Please seétém 4:
Information on the Compar— B. Business Overvigifor additional information.

To the extent grantors of royalties and other ggexr do not abide by their contractual obligatioves,may be forced to take le¢
action to enforce our contractual rights. Should surch decision be determined adversely to us, dectsion may have a material
adverse effect on our profitability, results of ogg@ns and financial condition.

In addition, we have no or very limited accessetthhical and geological data relating to the mineluding data as to reserw
nor have we received an NI 481 compliant technical report in respect of theeniAccordingly, we can provide no assurances
the level of mineralization or reserves at the mine

If the fair values of our long-lived assets fall v our carrying values, we may be required to regmon-cashimpairment losse:
that could have a material impact on our results @berations.

We review the carrying value of lodiyed assets, including our interests in naturad gad other resource properties,
impairment when events or changes in circumstaincksate that the carrying amount of the assets mwtye recoverable. Should 1
markets for our products deteriorate or should e&de to invest capital differently or should otkash flow assumptions change, i
possible that we will be required to record reash impairment losses in the future that couldermwnaterial adverse effect on
results of operations. For example, in the foutthrter of 2014, we recognized a neash impairment loss of $28.6 million associ:
with our hydrocarbon properties. Similar chargesldooccur in the future. In addition, low hydrocarbprices could result |
significant downward revisions to our proved ressrv

The profitability of our global supply chain operins depends, in part, on the availability of adexja sources of supply.

Our global supply chain business relies on, amahgrathings, numerous outside sources of supplyoforoperations. The:
suppliers generally are not bound by Idegn contracts and will have no obligation to pdevproducts to us in the future. In peri
of low industry prices, suppliers may elect to hatdentory to wait for higher prices or intentiolyaklow their activities. If ¢
substantial number of suppliers cease selling foveswill be unable to source and/or execute tretiwas at desired levels and ¢
results of operations and financial condition cduddmaterially adversely affected.

We may face a lack of suitable acquisition, mergerother proprietary investment candidates, whickaynlimit our growth.

In order to grow our business, we may seek to aeguierge with or invest in new companies or opputies. Our failure t
make acquisitions or investments may limit our glavin pursuing acquisition and investment oppdties, we face competition fro
other companies having similar growth and investnstrategies, many of which may have substantigiBater resources than
Competition for these acquisitions or investmengets could result in increased acquisition or gteent prices, higher risks anc
diminished pool of businesses, services or prodaasable for acquisition or investment.
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Strategic investments or acquisitions and joint ¥eres, or our entry into new business areas, maguk in additional risks anc
uncertainties in our business.

We have grown and intend to continue to grow owsiress both through internal expansion and thragitegic investment
acquisitions or joint ventures. When we make sfjiaténvestments or acquisitions or enter into jorentures, we expect to fa
numerous risks and uncertainties in combining ¢egrating the relevant businesses and systemsjding the need to combil
accounting and data processing systems and manageamgrols and to integrate relationships withtomsers and business partners.

Acquisitions also frequently result in the recoglinf goodwill and other intangible assets, whicle aubject to potentii
impairments in the future that could have a matetverse effect on our operating results. Furtloeemthe costs of integratii
acquired businesses (including restructuring clsegsociated with the acquisitions, as well asrottated costs, such as account
legal and investment banking fees) could signifilyeimpact our operating results.

Although we perform due diligence on the businessespurchase, in light of the circumstances of eaehsaction, a
unavoidable level of risk remains regarding theualkctondition of these businesses. We may not ke tabascertain the value
understand the potential liabilities of the acogdiibeisinesses and their operations until we assymtng control of these businesses.

Furthermore, any acquisitions of businesses olitfasi including our recent acquisitions of FESdhd Elsner, could entail
number of risks, including:

» problems with the effective integration of operasg

* inability to maintain key pracquisition business relationshi

* increased operating cos

e exposure to substantial unanticipated liabilit

« difficulties in realizing projected efficienciesyreergies and cost saving

» the risks of entering markets in which we havetiéiior no prior experience; a

» the possibility that we may be unable to recrudiadnal managers with the necessary skills to fmppnt the managem:
of the acquired businessi

In addition, geographic and other expansions, agipns or joint ventures may require significaremagerial attention, whic
may be diverted from our other operations. If we @msuccessful in overcoming these risks, our legsifinancial condition or resu
of operations could be materially and adverselgaéd.

The industries in which we operate may be affectsddisruptions beyond our control.

Our global supply chain operations include diracindirect investments in assets, such as smeltéfming, mining, processir
and hydrocarbon operations. Transport disruptioeativer and natural disasters such as hurricanesflanding, unexpecte
maintenance problems, collapse or damage to mineglts, unexpected geological variations, labasruptions and changes in la
and regulations relating to occupational safetyltheand environmental matters are some of thefatchat may adversely affect ¢
financial condition and results of operations. Ehictors can affect costs at particular assetgdiying periods. In addition, smeltir
refining, mining, processing and hydrocarbon openat also rely on key inputs, such as labour, spamts, fuel and electricit
Disruption to the supply of key inputs, or changetheir pricing, may have a significant adversgatt on our future results.

Our global supply chain activities are subject tmunterparty risks associated with performance of ligations by our
counterparties and suppliers.

Our business is subject to commercial risks, wimichude counterparty risk, such as failure of perfance by our suppliers a
failure of payment by our trading customers in glwbal supply chain business. We seek to reducerigkeof supplier non-
performance by requiring credit support from cnedithy financial institutions where appropriate. \&&empt to reduce the risk
nonpayment by customers or other counterparties byogimg limits on open accounts extended to creditwocustomers an
imposing credit support requirements for other @ugrs. Nevertheless, we are exposed to the rislpHréies owing us or our clier
and other financial intermediaries may defaultlogirtobligations to us due to bankruptcy, lackigdidity, operational failure or oths
reasons. These counterparty obligations may ddsexample, from placing deposits, the extensiberedit in trading and
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investment activities and participation in paymesggurities and supply chain transactions on obalb@nd as an agent on behall
our clients. If any such counterparties defaultteeir obligations, our business, results of operdj financial condition and cash fl¢
could be adversely affected.

Larger and more frequent capital commitments in oglobal supply chain business increase the potelnfia significant losses.

We may enter into large transactions in which wemmit our own capital as part of our global supghaio business to facilita
client trading activities. The number and size lefse large transactions may materially affect esults of operations in a giv:
period. Market fluctuations may also cause us ¢orirsignificant losses from our trading activitid® the extent that we own ass
(i.e., have long positions), a downturn in the eabf those assets or in the markets in which tlagsets are traded could resul
losses. Conversely, to the extent that we haveasddts we do not own (i.e., have short positionahy of those markets, an upturr
those markets could expose us to potentially ldogees as we attempt to cover our short positignadojuiring assets in a risil
market.

We are subject to transaction risks that may havenaterial adverse effect on our business, resulfsoperations,financial
condition and cash flow.

We manage transaction risks through allocating raoditoring our capital investments in circumstanedere the risk to ot
capital is minimal, carefully screening clients d@rehsactions and engaging qualified personneldnage transactions. Neverthele
transaction risks can arise from, among other ®himgir global supply chain and trade finance amdices activities. These risl
include market and credit risks associated with toane finance and services operations. We intenghdke investments in high
unstructured situations and in companies undergsiegere financial distress and such investmentsnoiitvolve severe tir
constraints. These investments may expose usndisant transaction risks. An unsuccessful invesitrmay result in the total loss
such investment and may have a material adverseteff our business, results of operations, firrcindition and cash flow.

Our risk management strategies may leave us expogedinidentified or unanticipated risks that couldmpact our risk
management strategies in the future and could neégaly affect our results of operations and finand¢ieondition.

We use a variety of instruments and strategies doage exposure to various types of risks. For el@mye use derivativ
foreign exchange contracts to manage our exposuteoar clients' exposure to foreign currency exdearate risks. If any of tr
variety of instruments and strategies we utilizen@nage our exposure to various types of risk atefective, we may incur losse
Many of our strategies are based on historicalrigagatterns and correlations. However, theseegiras may not be fully effective
mitigating our risk exposure in all market envircemts or against all types of risk. Unexpected madkeelopments may affect ¢
risk management strategies and unanticipated dewelots could impact our risk management strategitee future.

Derivative transactions may expose us to unexpeciskl and potential losses.

We, from time to time, enter into derivative tractsans that require us to deliver to the countdgptire underlying security, lo¢
or other obligation in order to receive paymentctSuerivative transactions may expose us to unéepemarket, credit ar
operational risks that could cause us to sufferxpeeted losses. Severe declines in asset valuesiticipated credit events
unforeseen circumstances may create losses frdm mist appropriately taken into account in the cttming and/or pricing of
derivative transaction. In a number of cases, wg nw hold the underlying security, loan or othbligation and may have difficult
obtaining, or be unable to obtain, the underlyiagwsity, loan or other obligation through the plgsisettiement of other transactio
As a result, we are subject to the risk that we matybe able to obtain the security, loan or otblgigation within the require
contractual time frame for delivery. This could saws to forfeit the payments due to us under thes&acts or result in settleme
delays with the attendant credit and operatiorsil ais well as increased costs to us.

Fluctuations in interest rates and foreign curren@xchange rates may affect our results of operasand financial condition.

Fluctuations in interest rates may affect the failue of our financial instruments sensitive toemest rates. An increase
decrease in market interest rates may result inggsato the fair value of our fixed interest ratafcial instrument liabilities, therel
resulting in a reduction in the fair value of owquéy. Similarly, fluctuations in foreign curren@xchange rates may affect the
value of our financial instruments sensitive taefgn currency exchange rates.
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Our operations and infrastructure may malfunctionrdail.

Our business is highly dependent on our abilitpriocess, on a daily basis, a number of transactiorsss diverse markets &
the transactions we process have become increpsiogiplex. The inability of our systems to accomatedan increasing volume
transactions could also constrain our ability tpand our businesses. If any of these systems dopaoate properly or are disabled
if there are other shortcomings or failures in mternal processes, people or systems, we coufdrsnfipairments, financial loss,
disruption of our businesses, liability to cliermsgulatory intervention or reputational damage.

The exploration and development of mining and resoe properties is inherently dangerous and subjéatrisks beyond out
control.

Companies engaged in resource activities are dutgjead| of the hazards and risks inherent in esiptpand developing natur
resource projects. These risks and uncertaintiglside, but are not limited to, environmental hagaiddustrial accidents, labo
disputes, increases in the cost of labour, sogiatst, fires, changes in the regulatory environmiempact of nhoncompliance witt
laws and regulations, explosions, encountering uglusr unexpected geological formations or otheslagical or grade problem
unanticipated metallurgical characteristics or Iéisan expected mineral recovery, encountering ucipated ground or waitt
conditions, cavéns, pit wall failures, flooding, rock bursts, padic interruptions due to inclement or hazardoustiver conditions
earthquakes, seismic activity, other natural desasbr unfavourable operating conditions and losSésuld any of these risks
hazards affect a company's exploration or developmetivities, they may: (i) cause the cost of depment or production to increa
to a point where it would no longer be economigtoduce the metal or other resource from the cogipamsources or expect
reserves; (i) result in a write down or wrivé-of the carrying value of one or more proje¢is) cause delays or stoppage of mining
processing; (iv) result in the destruction of pmigs, processing facilities or third party faédi necessary for operations; (v) ca
personal injury or death and related legal liajgilior (vi) result in the loss of insurance coveragbe occurrence of any of abc
mentioned risks or hazards could result in an fofion or suspension of operation of the propsritewhich we hold an interest
any other properties we acquire in the future sanketa material and adverse effect on our resultgerfations and financial condition.

Our natural gas and related operations are subjszinherent risks and hazards.

There are many operating risks and hazards inh@remploring for, producing, processing, and t@orsing natural gas and ¢
Drilling operations may encounter unexpected foromst or pressures that could cause damage to equotpon personal injury ar
fires, explosions, blowouts, spills, or other aecit may occur. Additionally, we could experienuiiruptions to, or the terminati
of, drilling, production, processing, and transptian activities due to bad weather, natural deyasidelays in obtaining governmer
approvals or consents, insufficient storage orsjparntation capacity, or other geological and meid@rconditions. Any of thes
events that result in a shutdown or slowdown ofrafiens would adversely affect our business. Whitese well supervision ar
effective maintenance operations can contribut@agimizing production rates over time, producti@ags and declines from norn
field operating conditions cannot be eliminated @ath be expected to adversely affect revenue asd ffaw levels to varyin
degrees.

Mineral resource calculations are only estimates.

Any figures presented for mineral resources in ttisument are only estimates. There are numerocsrtamties inherent i
estimating mineral resources. Such estimates aeaive, and the accuracy of mineral resourcemegion is a function of th
quantity and quality of available data and of tesumptions made and judgments used in engineenid@@ological interpretatio
These amounts are estimates only and the actual &vrecovery of minerals from such deposits maydifferent. Difference
between our assumptions, including economic assanmgpsuch as mineral prices, market conditions astdal events, could have
material adverse effect on our mineral reserveraimeéral resource estimates, financial position eesdilts of operation. No assural
can be given that any mineral resource estimatikébeavultimately reclassified as reserves.

Estimates of natural gas and oil reserves involvecertainty.

Estimates of natural gas and oil reserves involgeeat deal of uncertainty because they depend tigoreliability of availabli
geologic and engineering data, which is inhereintigrecise. Geologic and engineering data are usee@termine the probability th
an oil and gas reservoir exists at a particulaatioon and whether hydrocarbons are recoverable themreservoir. The probability
the existence and recoverability of reserves stlean 100% and actual recoveries may be mated#fsrent from estimates.
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Such estimates require numerous assumptions iglatiroperating conditions and economic factorsjuiiog the prices «
natural gas, NGLs and oil, availability of investmesapital, recovery costs, the availability of anbed recovery techniques,
ability to market production, and governmental aider regulatory factors, such as taxes, royaltgstaand environmental laws
change in one or more of these factors could rasuknown quantities of natural gas and oil pregiguestimated becomil
unrecoverable. Each of these factors also impastevery costs and production rates. In additiotimeses of reserves that
prepared by different independent engineers, dhbysame engineers at different times, may vargtankally.

As at December 31, 2014, approximately 23% of otaltestimated proved reserves (by volume) weresugldped. The:
reserve estimates reflect our plans to completeeldpment activities to convert our proved undevetbpeserves into develog
reserves. Such development may not occur as satkdad results may not be as estimated. If we algicto develop these prow
undeveloped reserves, or if we are not otherwide tbsuccessfully develop them, we will be reqdite remove the associa
volumes from our reported proved reserves. In additSEC rules require that, subject to limited epttons, proved undevelog
reserves may only be disclosed if they relate tbsweeheduled to be drilled within five years oiti@ booking thereof. We may
required to remove such proved and undevelopedvesé we do not develop them within the requifiee-year timeframe. Su
removal may significantly reduce the quantity anelsgnt value of our reported oil and gas reserves.

Certain of our proved undeveloped reserves areay in the future be, subject to thipdrty operating agreements, incluc
farm-out and participation agreements. While suttdiparty arrangements may provide for committed exjperes and/or drillin
activities, our ability to convert such proved uneleped reserves within the required timeframe tmagubject to operating decisii
of such operators and the results of developmetitities conducted by such thiggarties, which may not be entirely within
control.

Our natural gas and other hydrocarbon production malecline in the future as a result of declinesrieserves.

The rate of production from our natural gas andoiperties generally declines as reserves areteblExcept to the extent
acquire interests in additional properties contgjnproved reserves, conduct successful exploratiah development activities
through engineering studies, optimize productionfggmance or identify additional reserves, our mawvreserves will declit
materially as natural gas, NGLs and oil are produgecordingly, to the extent we are not successfuéplacing such production,
future revenues will decline.

Creating and maintaining an inventory of prospéat$uture production depends on many factors,uditig:
»  obtaining rights to explore for, develop and praglhgdrocarbons in promising are

e drilling success

« the ability to complete long le-time, capite-intensive projects timely and on budc

» the ability to find or acquire additional provedeeves at acceptable costs; .

* the ability to fund such activity

Our global supply chain operations are subject tovionmental laws and regulations that may increase costs of doing
business and may restrict such operations.

All phases of a resource business present envinotaingésks and hazards and are subject to envirataheegulation pursuant
a variety of government laws and regulations. Thegelations mandate, among other things, the exaémice of air and water qua
standards and land reclamation. They also set fortiations on the generation, transportationrage and disposal of solid ¢
hazardous waste. Compliance with such laws andlagguos can require significant expenditures, andreach may result in t
imposition of fines and penalties, which may be eriat. Environmental legislation is evolving in aanmer expected to result
stricter standards and enforcement, larger finesli@bility and potentially increased capital exgiéares and operating costs. #
breach of environmental legislation by the operatbproperties underlying our interests or by us,aa owner or operator o
property, could have a material impact on the \ighif the relevant property and impair the reverderived from the owned prope
or applicable royalty or other interest, which @bblve a material adverse effect on our resultgpefations and financial conditit
Further, environmental hazards may exist on th@en@s on which we hold interests, which are umkmdo us at present and hi
been caused by previous or existing owners or ¢tpwaraf the properties.

Failure to comply with applicable laws, regulatioms permitting requirements may result in enforcetmactions thereund:
including orders issued by regulatory or judiciatherities causing operations to cease or be ¢edtaind may include correcti
measures requiring capital expenditures, instalatif additional equipment or
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remedial actions. Parties engaged in resource tipesaor in the exploration or development of reseuproperties may also
required to compensate those suffering loss or darbg reason of the mining activities and may ligext to civil or criminal fines ¢
penalties imposed for violations of applicable lawsegulations.

We may not be fully insured against certain envinental risks, either because such insurance iavalable or because of hi
premium costs. In particular, insurance againdtsrisom environmental pollution occurring over timaes opposed to sudden ¢
catastrophic damages, is not available on econdipniessonable terms. Accordingly, our propertiegyrbe subject to liability due
hazards that cannot be insured against or thatiaMeeen insured against due to prohibitive premdosts or for other reasons.

Future environmental and reclamation obligations specting our resource properties and interests rbaymaterial.

We have not established a separate reclamationfuritie purpose of funding estimated future enwinental and reclamatic
obligations. Any site reclamation or abandonmermstsincurred in the ordinary course in a speciédqu will be funded out of cas
flow from operations. It is not possible for us poedict our ability to fully fund the cost of allf @ur future environmenta
abandonment and reclamation obligations. We exjeeiticur site restoration costs over a prolongedbgdeas wells reach the end
their economic life. There are significant uncentigis related to decommissioning obligations, ane impact on the financi
statements could be material. The eventual timfrand costs for these asset retirement obligatoudd differ from current estimates.

The main factors that could cause expected casls fio change are:

» changes to laws and legislatic

»  construction of new facilities

» changes in the reserve estimates and the resalti@mdments to the life of the reserves for our byaibon operations; at

» changes in technolog

We or the operators of our current and any futuresource interests may not be able to secure reglipermits and licenses.

Operations underlying our resource interests mayire licenses and permits from various governnienttnorities. There can |
no assurance that we or the operator of any givejeq will be able to obtain all necessary licenaad permits that may be requi
to carry out exploration, development or other uese operations.

There can be no assurance that we will be able Idain adequate financing in the future or that thierms ofsuch financing will
be favourable and, as a result, we may have toeasditional capital through the issuanagf additional equity, which will result ir
dilution to our shareholders.

There can be no assurance that we will be ablétairoadequate financing in the future or thattédrens of such financing will k
favourable. Failure to obtain such additional ficiag could result in delay or indefinite postponetnef further business activitie
We may require new capital to grow our businessthate are no assurances that capital will be abvi@ilwhen needed, if at all. It
likely such additional capital will be raised thgiuthe issuance of additional equity, which wowsuit in dilution to our shareholders.

Limitations on our access to capital could impaiopliquidity and our ability to conduct our businees.

Liquidity, or ready access to funds, is essenti@dmpanies engaged in our businesses. Failufasotial firms have often be¢
attributable in large part to insufficient liquiditLiquidity is of particular importance to our glal supply chain business and percei
liquidity issues may affect our clients' and coupéeties' willingness to engage in transaction$iwg. Our liquidity could be impaire
due to circumstances that we may be unable to @pstich as a general market disruption or an ¢ipae problem that affects o
clients, counterparties, our lenders or us. Fuytber ability to sell assets may be impaired ifestinarket participants are seeking
sell similar assets at the same time.

We may substantially increase our debt in the fugur

It may be necessary for us to obtain financing viigimks or financial institutions to provide funds fvorking capital, capite
purchases, potential acquisitions and businesdafawent. However, because of our cash flow positiee do not expect that we w
have any immediate need to obtain additional fimandnterest costs
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associated with any debt financing may adversdigctafour profitability. Further, the terms on whielmounts may be borrowed —
including standard financial covenants regarding thaintenance of financial ratios, the prohibitiagainst engaging in maj
corporate transactions or reorganizations and ayenpnt of dividends say impose additional constraints on our businpssations
and our financial strength.

As a result of our global operations, we are expdse political, economic, legal, operational andhetr risksthat could adversel
affect our business, results of operations, finaattondition and cash flow.

In conducting our business in major markets aratwedworld, we are subject to political, economégdl, operational and oth
risks that are inherent in operating in other cdast These risks range from difficulties in satjlitransactions in emerging market:
possible nationalization, expropriation, price colgt and other restrictive governmental actionsl tamrorism. We also face the ri
that exchange controls or similar restrictions isgm by foreign governmental authorities may restia ability to convert loce
currency received or held by us in their countitee Swiss francs, Canadian dollars, Euros or ottaed currencies or to take thc
other currencies out of those countries. If antheke risks become a reality, our business, restiliperations, financial condition a
cash flow could be negatively impacted.

We are exposed to litigation risks in our busingbst are often difficult to assess or quantify amee could incursignificant legal
expenses every year in defending against litigation

We are exposed to legal risks in our business badvblume and amount of damages claimed in libgatgainst financit
intermediaries are increasing. These risks inclootential liability under securities or other laves materially false or misleadir
statements made in connection with securities aheéraransactions, potential liability for advices vprovide to participants
corporate transactions and disputes over the tanmdsconditions of complex trading arrangements.afge face the possibility th
counterparties in complex or risky trading trangeng will claim that we improperly failed to tethém of the risks involved or th
they were not authorized or permitted to enter gtch transactions with us and that their obligetitm us are not enforceable. Dur
a prolonged market downturn, we expect these tgpetaims to increase. We are also exposed to legjd in our trade finance a
proprietary investing activities.

We seek to invest in undervalued businesses otsasfien as a result of financial, legal, regubator other distress affectir
them. Investing in distressed businesses and asmetisivolve us in complex legal issues relatingriorities, claims and other rigr
of stakeholders. These risks are often difficultagsess or quantify and their existence and maimitdten remains unknown f
substantial periods of time. We may incur significkegal and other expenses in defending agaiigstiion involved with any of thes
risks and may be required to pay substantial damBiyesettlements and/or adverse judgments. Sufstbegal liability or significan
regulatory action against us could have a matadakrse effect on our financial condition and ressof operations.

We rely significantly on the skills and experiena# our executives and the loss of any of these indiials mayharm our
business.

Our future success depends to a significant degnethe skills, experience and efforts of our exiest and the loss of the
services may compromise our ability to effectivebnduct our business. We do not maintain “key p€rgwsurance in relation to at
of our employees.

We may experience difficulty attracting and retaing qualified management and technical personneléfiiciently operate oul
business and the failure to operate our businesfeefively could have a material advers#fect on our profitability, financial
condition and results of operations.

We are dependent upon the continued availability @mmitment of our management, whose contributiongnmediate an
future operations are of significant importancee Tdss of any such management could negativelgtadigr business operations. Fr
time to time, we will also need to identify andaiet additional skilled management and specializetirtical personnel to efficient
operate our business. The number of persons skillédte acquisition, exploration and developmentogflties and interests in natu
resource properties is limited, and competitionsiach persons is intense. Recruiting and retaigiradified personnel is critical to o
success and there can be no assurance of ouy dbildttract and retain such personnel. If we aesuccessful in attracting a
retaining qualified personnel, our ability to execwur business model and growth strategy couldffexted, which could have
material and adverse impact on our profitabiliggults of operations and financial condition.

Certain of our directors and officers may, from tinto time, serve in similar positions with other lpic companies, which ma
put them in a conflict position with us from timettime.

Certain of our directors and officers may, fromdino time, serve as directors or officers of ot@npanies involved in simili
businesses to us, and, to the extent that such athganies may participate in the same ventures
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in which we may seek to participate, such directord officers may have a conflict of interest irgoigating and concluding tern
respecting the extent of such participation. Incades where our directors and officers have @&mest in other companies, such ot
companies may also compete with us in the globpplguchain and trade finance and services busisesdgch conflicts of ot
directors and officers may result in a material adderse effect on our results of operations amahfiial condition.

We conduct business in countries with a historyaafrruption and transactions with foreign governmentainddoing so increase
the risks associated with our international actiiés.

As we operate internationally, we are subject ® thnited Stateg-oreign Corrupt Practices Acand other laws that prohit
improper payments or offers of payments to forejguernments and their officials and political pestby the United States and ot
business entities that have securities registanethe United States for the purpose of obtainingetaining business. We ha
operations and agreements with third parties imt@s known to experience corruption. Furtherrimi¢ional expansion may invol
more exposure to such practices. Our activitigh@se countries create the risk of unauthorizedneays or offers of payments by ¢
employees or consultants that could be in violatbrarious laws including thEoreign Corrupt Practices Acteven though thes
parties are not always subject to our controls lbir policy to implement safeguards to discourthgse practices by our employ:
and consultants. However, our existing safeguandsaay future improvements may prove to be less #fective and our employe
or consultants may engage in conduct for which vightrbe held responsible. Violations of tRereign Corrupt Practices Aanhay
result in criminal or civil sanctions and we may $ubject to other liabilities, which could negatwaffect our business, operati
results and financial condition.

Employee misconduct could harm us and is diffictit detect and deter.

It is not always possible to detect and deter eyg#omisconduct. The precautions we take to detedtpmevent employe
misconduct may not be effective in all cases anadawed suffer significant reputational and econolmaem for any misconduct by o
employees. The potential harm to our reputationtaralr business caused by such misconduct is isitdeso quantify.

We may incur losses as a result of unforeseen alastrophic events, including the emergence of a gamic,terrorist attacks ol
natural disasters.

The occurrence of unforeseen or catastrophic evémttuding the emergence of a pandemic or othedespread heals
emergency (or concerns over the possibility of sachemergency), terrorist attacks or natural désastould create economic
financial disruptions, could lead to operationdfidulties (including travel limitations) that cailimpair our ability to manage o
business and could expose our insurance subsgltarggnificant losses.

Failures or security breaches of our information ¢anology systems could disrupt our operations amegatively impact ou
business.

We use information technologies, including inforimatsystems and related infrastructure as well lagdcapplication an
services, to store, transmit, process and recarsitdee information, including employee informatiand financial and operating dat
communicate with our employees and business partaealyze seismic and drilling information, estienguantities of oil and gi
reserves and for many other activities relatedulobmisiness. Our business partners, including tipgrpartners, suppliers, custom
and financial institutions, are also dependentigitad technology. Some of these business partmeng be provided limited access
our sensitive information or our information systeamd related infrastructure in the ordinary coofdeusiness.

Despite security design and controls, our infororatechnology systems, and those of our third paatyners and providers, m
be vulnerable to a variety of interruptions, inéhglduring the process of upgrading or replacinfjwsre, databases or compone
thereof, natural disasters, terrorist attacksctetenunications failures, computer viruses, cydtéaicks, hackers, unauthorized act
attempts and other security issues or may be beeladbe to employee error, malfeasance or othewmtisns. Any such interruptic
or breach could result in operational disruptionghe misappropriation of sensitive data that caudject us to civil and crimin
penalties, litigation or have a negative impacoan reputation. There can be no assurance thatdisalptions or misappropriatio
and the resulting repercussions will not negativedpact our cash flows and materially affect owsutes of operations or financi
condition.
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General Risks Faced by Us

Investors' interests may be diluted and investoraynsuffer dilution in their net book value per shaif we issueadditional shares
or raise funds through the sale of equity securgtie

Our constating documents authorize the issuanoceilo€ommon shares, Class A common shares and £lpssference share
issuable in series. In the event that we are reduio issue any additional shares or enter inteaf®i placements to raise financ
through the sale of equity securities, investar@rests in us will be diluted and investors maffesidilution in their net book valu
per share depending on the price at which suctlriiesiare sold. If we issue any such additionalrel, such issuances will also ca
a reduction in the proportionate ownership of #tleo shareholders. Further, any such issuance esajt in a change of control of ¢
company.

Certain factors may inhibit, delay or prevent a taver of our company, which may adversely affeat fhriceof our common
shares.

Certain provisions of our charter documents andctimporate legislation which govern us may discgeradelay or prevent
change of control or changes in our managementstieeholders may consider favourable. Such prangsinclude authorizing tt
issuance by our board of directors of preferredlsin series, limiting the persons who may callcipemeetings of shareholders ¢
the adoption of an advance notice policy. In additithelnvestment Canada Aanposes certain limitations on the rights of non-
Canadians to acquire our common shares, althoughkhighly unlikely that this will apply. If a chage of control or change
management is delayed or prevented, the markeg pfiour common shares could decline.
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ITEM 4: INFORMATION ON THE COMPANY
A. History and Development of the Company
Corporate Information

We are a corporation organized under the laws efPfovince of British Columbia, Canada. We wergipélly incorporated ii
June 1951 by letters patent issued pursuant t€tmpanies Act of 193€Canada). We were continued under @aenadaBusines:
Corporations Acin March 1980, under thBusiness Corporations A€Yukon) in August 1996 and under tBeisiness Corporatior
Act (British Columbia) in November 2004. Our name wharged from “Terra Nova Royalty Corporation” to “KHRndustrial Ltd.”
on September 30, 2011 to better reflect our foecuthe global supply chain business.

Our principal executive office is located at SUig60 -400 Burrard Street, Vancouver, British Columbian&da V6C 3A6 an
its telephone number is +1 604-683-8286. Our reggst office is located at Suite 100025 West Georgia Street, Vancouver, Bri
Columbia, Canada, V6C 3L2.

Please see ftem 4: Information on the Company — B. Businesgr@ew " for further information regarding our rece
developments.
General

We are a global supply chain company which utilize®vative finance alongside sophisticated custeshistructured solutior
to facilitate the working capital and other requients of our customers. Our global business aetviare supported by capti
sources and products secured from third parties.

As a supplement to our internal growth initiativege seek out and evaluate strategic acquisitionfemahcing candidates
further expand our global supply chain and tradarfce and services businesses.
B. Business Overview

The following is a brief description of our busisemd recent activities.

Business Segments

Our business is divided into three operating segsn€i global supply chain, which includes our keting activities and capti
supply assets; (ii) trade finance and services¢hvhicludes structured solutions, financial serviaad proprietary investing activitie
and (iii) all other, which encompasses our corporaid other investments and business interestading our medical supplies a
servicing business.

Global Supply Chain

Our supply chain business is globally focused amutlides our integrated operations and interestscdVieluct such operatio
primarily through our subsidiaries based in Aust@armany, Luxembourg, Norway, the United StateginLAmerica and Canada. v
supply various products, including minerals, fee@nd norferrous metals, chemicals, plastics, refractory esrmic materials ar
wood products. These are sourced from our diremtlindirectly held interests in resource projectsare secured by us from th
parties.

Since entering the global supply chain busines20ih0, we have implemented a lotgm growth strategy to achieve criti
mass by increasing our revenues through expanding@ographic reach and diversifying our produderiigs. Over the last thre
years, we have completed several strategic aciguisito support this long-term strategy, includihg following acquisitions:

 FESIL -On April 1, 2014, we acquired a 100% interest irfSRE a vertically integrated supply chain managenmampan’
and one of the world's leading producers of feligasi through its production plant in Mo i Rana.iglacquisition furthe
expanded our sales presence in Europe, the UniggdsSand China through FESIL's various salesedfand longstandii
relationships with customers that include establissteelworks, aluminum and iron foundries and d¢baingroups. FESIL
operations include sales offices in Germany, Luxaundy, Spain, Norway, United States, South Africrdihe and Chin
The purchase price of approximately $84.6 millioasvbased on the net tangible asset value of FEStf 8eptember 3
2013 and is subject to certain adjustments, whalelyet to be finalized as of the date hereof. fASexember 31, 2014, t
purchase price allocation was provisional. In addijtthere is a twgear base royalty on tiered ferrosilicon productidrhe
Mo i Rana facility, which is expected to equal apgpmately 2.9% of FESIL's ferrosilicon revenue gemum at fu
production. The acquisition did not include FESIbterests in Mo Industripark A!
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»  Elsner- In March 2014, we acquired Elsner, which furtheréased the footprint of our global supply chaisibess throuc
Elsner's offices in Austria, China, Dubai, CroafMbania, Serbia and the United States and inctease product offering
to include steel and related products. Elsner bagstanding relationships with various steel mill€€astern and Southe
Europe, as well as the Baltic States and the Comrealth of Independent States, and is focused @h gteducts, includin
slabs, booms, billets, hot rolled steel plates,dmat cold rolled coils and sheets, reinforcing bgadvanized material, pipt
tubers and merchant bars. Pursuant to the transagte indirectly acquired all of the outstanditgu® capital of Elsner f
nominal consideration (including contingent payrsdmttween the parties over ayéar period based on current inventc
and accounts receivables, existing legal actiowistla@ utilization of certain tax loss carfigrwards). In connection with t
acquisition, the existing credit facilities of E&snwere amended and we issued guarantees to gesymeent obligatior
under such credit lines and Elsner's finance devivdransactions with the same party to such tiewis.

* MFCR and Possel In 2012, we acquired MFC Resources Inc. (formeiGCAResources Co., L.P.), referred t¢*MFCR”,
and Possehl Mexico S.A. de C.V., referred to asséehl”, which increased our exposure and presence in th¢h
American and Latin American markets and expandedgtmbal supply chain platform to include refragt@and cerami
materials and other products. In April 2014, weeesd into a share purchase agreement with the ityirgbrareholder ar
Managing Director of Possehl, pursuant to whichaequired his 40% ownership interest in Possehbirsitleration for tk
delivery of up to 1,109,820 of our common sharesJune 2014, the parties amended this agreemeedte the tot
number of shares deliverable to 1,059,820 of omnmrnon shares, with: (i) 509,820 common shares delble upon recei
of requisite stock exchange approval; and (ii) 80,0ommon shares deliverable on an annual basisupvi® 11 years in tl
event that Possehl achieves certain net incomettaig each respective year. As a result of thesaetion, we now hold
100% ownership interest in Possehl and 509,82@o€ommon shares were issued in June 2

MFC Energy 4n the third quarter of 2012, we expanded our irgtgl activities to the energy sector through twuesitior
of MFC Energy. These activities include the develept, production and processing of natural gas, d&id, to a far less
degree, crude oil in Canada. The majority of supbkrations are located in the central fairway of Western Canar
Sedimentary Basin, primarily situated in the Proeinof Alberta. In the second quarter of 2014, wéered into
construction contract for the installation of aBLMW natural gas power plant at MFC Energy's s@as grocessing pla
For further information regarding our natural gasl @il facilities, please seeltem 4: Information on the Company B-
Property, Plants and Equipme- Natural Gas Interest”.

Our integrated operations include sourcing and lsump various products. To a lesser extent, we alsbas an agent for ¢
clients. Our operations often utilize innovativeattgies and financing structures. We currentlyagegin purchases and sales '
producers who are unable to effectively realizesdue to their specific circumstances.

Further, producers and end customers often work wi to better manage their internal supply chdistribution risk an
currency and capital requirements. In such opersgtiwe try to capture various product, financing aarrency spreads. Through
operations, we have been able to develop ktagding relationships with producers, end custeraed financiers and integrate tt
into our financial activities.

We generally source from Asia, Africa, Europe, Mokmerica, South America and the Middle East andselkin global market

We provide supply chain services, logistics anceptinade and finance services to producers anduocoers of our produc
These activities provide cost effective and effitigransportation, as well as payment terms accatatingg working capiti
requirements for our customers and partners. Theyp@pported by strategic direct and indirect itmesits in assets operating in
core businesses.

Our global supply chain business employs persowneldwide and our main marketing office is locatad/ienna, Austria. W
also maintain offices in Canada, the United Statésxico, Argentina, China, the United Arab Emirat€oatia, Albania, Serbi
Norway, Germany, Luxembourg and Spain. In additiea establish relationships with and seek to furtharket our products throu
agents located worldwide. Our marketing and othisiress activities in this segment are supported dhpbal network of agents ¢
relationships, which provides us with worldwide g and distribution capabilities.

We indirectly derive royalty revenue from a minisgblease of the lands upon which the Wabush iron drens situated i
Newfoundland and Labrador, Canada, which commericeti956 and expires in 2055. The mine is operatedChffs Natura
Resources Inc., referred to as “Cliffs”, which)ate 2014, announced the closure of the
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mine and, in the first quarter of 2015, commencext@edings under tHéompanies' Creditors Arrangement A€anada), referred
as “CCAA", with respect to its Canadian operations, includimg subsidiary that holds a majority interest ;1\Wabush mine joil
venture. While the Wabush mine is not directly gy# the CCAA proceedings, Cliffs has publiclysdosed that it may be incluc
in any sales process.

Pursuant to the sulease, we are entitled to minimum lease paymen®$8t25 million per year until termination therelfCliffs
terminates the sub-lease, we intend to exercisestepin rights and acquire the mine property pursuarihéterms thereof. In su
event, under the terms of the debse, we can elect to purchase certain infrasireicinsite at a then reasonable market price.
can be no assurance as to when and if the opevdt@rovide notice of such termination. We arereuntly exploring opportunities f
this asset with stakeholders and third partiesag®lesee Note 15 to our audited consolidated finhstatements for the year en
December 31, 2014 for further information.

Investors are cautioned that we have not completgdtechnical reports, including reserve or rese@stimates under Canac
National Instrument 4101, referred to as “NI 43-101With respect to the mine. No final production demishas been made regarc
the project in the event we take the mine property and any such decision véllbased on studies demonstrating economit
technical viability.

We hold a 50% interest in the Pea Ridge Iron Or@eMiocated near Sullivan, Missouri, U.S.A., apprately 70 mile
southwest of St. Louis, Missouri, U.S.A, which mag operated since 2001. In 2012, we completedodated independent NI 41331
compliant technical report, referred to as the “Redge Technical ReportWe are currently conducting additional analysis
investigations in respect of the project. In 20hd 2013, we invested $0.9 million and $2.0 millafrcapital, respectively, to progrt
the project.

Readers should refer to the full text of the PedgRiTechnical Report, titledechnical Report on the PRR Mining Pea R
Property”dated August 13, 2012, for further information nelijag the Pea Ridge Mine, a copy of which is axd@daunder our profil
at www.sedar.com. The report wasauthored by Betty L. Gibbs, MMSA, and Derek RarizeEng, of Behre Dolbear and Comp
(USA), Inc., both of whom are “qualified personsiddindependent” of our company, as such termslafimed in NI 43-101.

Trade finance and services

Our trade finance and services operations incliitel-party financing and other services, proprietaryesting and our re
property.

We utilize our established relationships with intgfonal financial institutions, insurers and faictg companies to provis
flexible, customized financial tools, extensivediteand risk management and structured solutionsdio customers. Working closi
with our customers, our professional staff arranggsport for hedging and marketing of materialsaficing and risk managem
solutions.

Our trade finance and services activities alsouihel leveraging our marketing and financial expexeand relationships
provide marketing services and trade finance sesvic our customers.

Our trade finance and services business genemesues in the form of corporate and trade fina®eice fees and inter
income. We also realize gains from time to timeoom proprietary investments, upon their sale, thecetion of an equity or de
restructuring or the completion of other forms edgtment.

We use our financial and management expertisedmadnlock value within a relatively short timefia. Our trade finance a
services activity is generally not passive and eeksnvestments where our financial expertise andagement can add or unl
value. Proprietary investments are generated artkraa part of our overall trade finance activitesl are realized upon over tir
sometimes taking more than one year. In additienpart of our overall strategy, we often seek tquae interests or establi
relationships with producers to realize upon péésiynergies. Such interests can be acquired girpurchases of, or investments
producers, or through contractual arrangements thiéim, including offake agreements. To a degree, our trade financeanite
and global supply chain businesses supplementaheh, which results in synergies in our overallibass activities.

Our activities include making proprietary investrigerthrough using our own capital and expertise dpture investme
opportunities. We seek to participate in many imdes, emphasizing those business opportunitiegemte perceived intrinsic val
is not properly recognized. Often such investmeangsin companies or assets that are under finamegl or regulatory distress ¢
our services include resolving such distress. Theseities take many forms and can include acggientire businesses or porti
thereof, investing in equity or investing in thestig indebtedness (secured and unsecured) okiadsas or in new equity or di
issues. Such activities are generally not passive we invest where we believe our expertise inrfai@ restructuring ar
management and
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complementary supply chain and corporate finangmluitities can add or unlock value. Our investmeéntslistressed busines:
and/or assets can result in complex and intricagallissues relating to priorities, claims and ptights of stakeholders. Such iss
can result in our being involved in legal and othlims as a result of our overall proprietary stweent strategy. Our proprieti
investments are often made as a part of, or congieary to, our global supply chain activities.

We consider opportunities where:

All Other

our existing participation in marketing and prodoictprovides expert insigh
we can obtain a satisfactory return of future apitvestment; an

there are synergistic benefits with our existingibass. Our philosophy is to utilize our financiélength to realize tl
commercial potential of assets in markets wher&awe a comprehensive understanding of the drivieraloe.

Our all other segment includes our corporate ambrobperating segments and investments, which decfinancing joir
ventures through our China-based subsidiaries emdding medical services, equipment and supplies.

Company Strategy

Our primary and overriding business objective istibhance value and create wealth for our sharefsoldiee key elements of ¢
strategy include the following:

Expanding our Global Supply Chain BusinessSince entering into the global supply chain busines2010, we hay
pursued a longerm strategy to achieve critical mass by increasinr volumes, revenues and geographic reac
furtherance of this strategy, from 2011 to 2014, csenpleted several strategic acquisitions and leereased our glob
supply chain segment revenues by over 185% frord . $4million in 2011 to $1.4 billion in 2014 and expwled our platforr
customer base and geographic re

Strategic Focus.We intend to grow our business by focusing on oadd finance and supply chain solutions busine
Moving forward, we aim to grow these businessesfigring additional and complete trade finance ®ewand solutions
our customers. We believe this will allow us to italfze on crosselling opportunities and synergies between ouba
supply chain and trade finance and services busgsesn furtherance of this strategy, we intengadner with a Europe.
bank, which will become our iheuse bank, enabling us to expand the servicegowde to our customers and improve
profit margins. This will enable us to expand tlppy chain solutions we currently offer our cusesm We believe th
will enhance our business and further strengtheromg-standing banking relationshiy

Return Capital to Shareholders.We have determined to rationalize certain of MFCrgy's assets and return the
proceeds to shareholders. Due to the decline airaajas and natural gas liquids pricings, we hasteadopted a speci
timeline for this plan. Prior to declaring any distitions to our shareholders, we will repay anylkaebt incurred f
refinance the acquisition of these assets. The amand timing of such distributions will depend thre timing of, an
amounts received, in connection with the ratiordion of such asset

Investing in Undervalued Opportunities. We seek to invest in businesses or assets whasasiatvalue is not proper
reflected in their share price or where we percéiad our product and financial expertise and manaent can add or unlc
value. These include investments in highly unstmex situations and in companies undergoing firnai operation:
stress. Such investments often involve severe tiorestraints and, given our liquid resources, wevee# positioned t
capitalize on such opportunities. Unlike traditibnempanies in the financial services sector, ovesting is generally n
passive

Geographic Scope of OperationsWe operate globally, so we supply a diversifiedgemf products to our custome
develop new relationships with producers and comssrand selectively target new business and inwgtwpportunitie
worldwide.

Financial Profile. We seek to maintain our fiscal profile, so we caneass necessary financing on competitive terrr
addition, we believe our disciplined fiscal appiodtelps us to manage acquisition risks and mairgaimgh level c
liquidity.
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* Risk Approach. We have adopted policies intended to mitigate andage price and counterparty risks associatedowi
supply chain activities. For example, a substam@tion of our inventory is, at any time, undentact for sale at a pre-
determined price. We also reduce the risk of papment by customers by imposing limits on operoants extended
creditworthy customers and imposing credit suppegiirements for other custome

Competitive Strengths
We believe that our competitive strengths includefollowing:

* International Capabilities. Unlike other similarly sized companies, we havegtiuo develop a broad geographic st
rather than focusing on any one particular maréhile many of our larger competitors have greate&sences in mo
international markets, including investment bankading firms, brokerage firms, commercial banks &edge funds, v
believe our smaller size and collegiality allow toswork as a team on crobstder transactions better than many of
competitors

« Liquidity. Liquidity is of critical importance to our busineasd is key to strategic acquisitions for furthepansion. W
therefore maintain liquidity in order to be ablectpitalize on business opportunities in time gamstransactions, fund ¢
core businesses, continue to generate revenuetuadd broad range of potential cash outflows iessted environmen
including financing obligations. Our approach tguidity allows us to meet immediate obligationsthwut needing to st
other assets or depend on additional funding freeditsensitive markets, and affords us significant By in structuring
our affairs and managing through difficult fundiegvironments. Historically, we have funded our hasges with ca
generated from our operations and borrowil

* Independence.We are an independent company managed by our aliseeind officers, rather than part of a lar
diversified financial services institution. Suchdncial services companies can develop conflictls thieir clients due to tl
large number of customers they service, their omuestment and trading positions and the broad rafiggoducts an
services they offer. We believe that awareneshexfd potential conflicts has heightened and th&t awareness has resu
in increased opportunities for independent firmee lius in respect of merger, acquisition, restrilcgurand simila
transactions

 Management. We believe that our management is experienced énglbbal supply chain business, including cri
expertise with respect to our specialized finans@Vices and corporate finance services intennaltig including expertis
in corporate restructurings and mergers and adgunisi

* Integrated Service Approach.We believe our logistics and financing activitié®wa us to provide a fu-service solution 1
our supply chain customers and suppliers. We deetalprovide our customers and suppliers assistavith transportatic
and logistics as well as trading, hedging, finag@and risk management servic

»  Operating Structure Allows Prompt Response to Invasnent Opportunities . We have a lean operating structure an
therefore able to quickly assess whether a busiverssire represents an appropriate investmentgorasponding prompt
to all desirable business opportunities. We calefdlect the business opportunities we investigattdo not move forwa
unless we have a high level of confidence thabgmortunities fit within our objectives and coremquetencies

Competitive Conditions
All segments of our business are intensely conipet#ind we expect them to remain so.

Our global supply chain business is relatively sroampared to our competitors in the sector. Mahgus competitors have 1
greater financial resources, a broader range alymts and sources of supply, larger customer baseater name recognition ¢
marketing resources, a larger number of senioregaibnals to serve their clients' needs, greatdafjireach and more establis
relationships with clients than we do. These coitgustmay be better able to respond to changessimbss conditions, to compete
skilled professionals, to finance acquisitions,ftod internal growth and to compete for market shgenerally. Further, ma
companies are engaged in the acquisition of resounterests. We may also be at a competitive daadge in acquiring su
properties and interests, as many of our compstitay have greater financial resources and tedrstef. Accordingly, there can
no assurance that we will be able to compete saftdhsagainst other companies in acquiring add#iointerests and resou
properties.

The scale of our competitors in the trade finanoe services business has increased in recent gsaasresult of substan
consolidation among companies, especially in thiking and financial industries. These firms have
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the ability to offer a wider range of products thaa do, which may enhance their competitive positibhey also have the ability
support their businesses with other services sadoammercial lending in an effort to gain markedreh which has resulted, and cc
further result, in pricing pressure in our busimsss

We believe that our experience and operating stragbermit us to respond more rapidly to our ceneeds than many of
larger competitors. These traits are importantni@lsand midsized business enterprises, many of which do ne¢ terge intern:
corporate finance departments to handle their @apsguirements. We develop a partnership appré@assist clients. This oft
permits us to develop multiple revenue sources ftoensame client. For example, we may purchasesatd client's products,
commit our own capital to make a proprietary inugmtt in its business or capital structure.

C. Organizational Structure

The following table describes our direct and indirmaterial subsidiaries as at the date hereoir, thspective jurisdictions
organization and our interest in respect of eadisidiary. The table excludes subsidiaries that dwid intercompany assets a
liabilities and do not have active businesses oosghresults and net assets do not materially impactonsolidated results and
assets.

Proportion

Country of of Voting

Subsidiaries Incorporation Interest @
MFC Commodities GmbH Austria 100%
MFC Trade & Financial Services GmbH Austria 100%
IC Managementservice GmbH Austria 100%
International Trade Services GmbH Austria 100%
MFC Commodities Trading GmbH Austria 100%
MFC Metal Trading GmbH Austria 100%
Kasese Cobalt Company Limited Uganda 75%
MFC (A) Ltd Marshall Islands 100%
MFC (D) Ltd Marshall Islands 100%
Brock Metals s.r.o. Slovakia 100%
M Financial Corp. Barbados 100%
Mednet (Shanghai) Medical Technical Developing Ctd, China 100%
Hangzhou Zhe-er Optical Co. Ltd. China 51%
MFC Corporate Services AG Switzerland 100%
KHD Humboldt Wedag International GmbH Austria 100%
MFC Energy Holding Austria GmbH Austria 100%
MFC Energy Austria GmbH Austria 100%
GPT Global Pellets Trading GmbH Austria 100%
MFC Energy Corporation Canada 100%
MFC Resource Partnership Canada 100%
MFC Processing Partnership Canada 100%
MFC Resources Inc. u.S. 100%
Possehl Mexico S.A. de C.V. Mexico 100%
MFC Holding Norway AS Norway 100%
Fesil AS Norway 100%
Fesil Sales AS Norway 100%
Fesil Rana Metall AS Norway 100%
Fesil Sales GmbH Germany 100%
Fesil Sales SA Luxembourg 100%
Specialty Superalloys Inc. U.S. 75%
F.J. Elsner Trading Gesellschaft mbH Austria 100%

Note:

(1) Percentages rounded to nearest whole number. @omional voting interests are identical to ouppwrtional benefici
interests, except for a namholly owned subsidiary in Africa from which we dex a 100% beneficial interest resulting fi
holding a shareholder loa
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D. Property, Plants and Equipment
Office Space

Our principal office is located at Suite 1860460 Burrard Street, Vancouver, British Columbia V886, Canada. We als
maintain offices in: Vienna, Austria; Beijing anthéghai, China; Pittsburgh and New York, U.S.A.;xMe City, Mexico; Bueno
Aires, Argentina; Calgary, Canada; Dubai, UnitedaArEmirates; Zagreb, Croatia; Tirana, Albania; Bedg, Serbia; Duisbur
Germany; Ranheim, Norway; Alzingen, Luxembourg; &atrid, Spain.

We believe that our existing facilities are adequar our needs through the end of the year enDecember 31, 2015. Shot
we require additional space at that time or pteré¢to, we believe that such space can be secorednomercially reasonable terms.

Ferrosilicon Production Facility

On April 1, 2014, we acquired FESIL, including ferrosilicon production plant located in Mo i Ragrway. Through it
production plant, FESIL produces a range of feli@®i products, including granulated and refinedldies (high and sentiigh
purity), which make up the bulk of its productiodnnual capacity of the plant's furnaces is appratety 80,000 metric tonnes
ferrosilicon and 23,000 metric tonnes of microsilidhe facility is certified according to 1ISO 908dd 1SO 14001. The majority
FESIL's ferrosilica production is sold by its salgffices to customers, which include establishezklgtorks, aluminum and irc
foundries and chemical groups.

Royalty and Lease Interest

We participate in a royalty interest as the holdiea mining sudease upon which the Wabush iron ore mine is stuator ¢
discussion of the royalty interest, please séerh 4: Information on the Company — B. Businessr@ew — Business Segments —
Global Supply Chairi.

Natural Gas Interests

We are active in the energy sector through the Idpweent, production and processing of natural gas IMGLs in wester
Canada. The majority of such operations are lodatélte central fairway of the Western Canada Sedtary Basin, primarily situate
in the Province of Alberta. As at December 31, 2044 had an interest in 1,181 producing natural\geks, one norproducing
natural gas well, 137 producing oil wells, thre@4pooducing oil wells and a land position that in@dd247,292 net working intere
undeveloped acres. Our assets are situated iroflbaviing areas of the Western Canada SedimentasynBé) the Rock Creek san
and other Cretaceous sands in the Niton area tfat&iberta; (ii) the Cretaceous and Tertiary samdOkotoks and Southern Alber
(iii) the Mannville sands in the High River area ssfuthern Alberta; and (iv) the deeper, Belly Rigands in the Callum area
southern Alberta.

The Niton area includes multi-zone, liquidsh, tight gas plays with production to date prityacoming from Rock Creek ar
Ellerslie sandstones. We have a large number oémairagreements that cover specific zonal righthis area. As at December
2014, we had an average 67% working interest i218Bgross acres of land to the base of the RockkCember of the Fern
Group. The Niton area has other productive zonat glhovide opportunities to expand our developniese by moving into oth
geological horizons. These zones lie above the Relek and include the Wilrich and Notikewin sandst of the Upper Mannvil
and Spirit River Group.

The Southern Plains is comprised primarily of maé&lly River sands along with upper Edmonton Graopl bed methar
formations. As well, in select areas of Southerbe#a, there are productive Mannville sands. ABetember 31, 2014, we controll
406,426 gross acres of land at an average 87% mgikierest, which provides a significant myldar, low risk natural gas drillir
inventory. Infrastructure is in place in the areaffiture production increases.

Our High River asset is primarily a low to mediurarqpeability Basal Quartz channel sandstone pooictwis the souther
Alberta extension of the Lower Cretaceous DeeprBgas trend.

We also have interests in natural gas infrastrect@verall, we operate over 42,000 horsepower afpression totaling 2C
mmcf/d of available field compression capacity,ihgwver 85 mmcf/d of operated processing capawity over 2,300 km of pipelir
infrastructure in place. Key facilities are as dolk:

* MFC Sour Gas Processing Pla- We own the MFC sour gas processing plant and gH®segiag system through c
ownership of MFC Processing Partnership, referoegs” MPF’. The MPP sour ge
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processing plant is located in the High River aaed currently has production capacity of 90 mmgficensed plar
capacity) of sour natural gas and 45 mmcf/d of $weatural gas. Additionally, in April 2015, we whle commissioning tl
recently installed 16.5 MW natural gas power progdhe processing plant.

* High River—In the High River area there is 9,150 horsepowstalted with a gas compression capacity of 42.5 fidranc
270 km of pipeline infrastructure in place. Volurre® all produced through the MPP gas gatherintesysind sour g
processing plan

*  Southern Alberta Foothills The Callum and Cowley gas processing plants with®d@lant ownership are currently capi
of compressing 10 mmcf/d and ultimately proces&fignmcf/d through the two existing facilities witie addition of fiel
and/or plant compression. There is currently oM@k of pipeline infrastructure in the operatingamwith minimal thir
party infrastructure in plac

* Edson, Niton, and McLeo- This foothills area property has compression capaai 23 mmcf/d utilizing over 6,4(
horsepower, including the MFC Energy's McLeod Rigas processing plant with 23 mmcf/d of capacitthvitio0% plar
ownership. Additionally, there is over 185 km opgline infrastructure in the area. In November 2048 entered into :
agreement, referred to as the “Participation Agegih with an oil and gas operator, pursuant to which diperato
committed to spending a minimum of C$50.0 milliendrill a total of 12 net wells over an initial deyear term. Drilling
under the Participating Agreement is primarily feed on our undeveloped reserves at Niton. Pleasbéeew for furthe
information regarding the Participation Agreem:

* Shallow Gas Properties Our shallow gas infrastructure consists of ov@® inmcf/d of compression capacityilizing
18,000 horsepower with over 1,200 km of pipelineastructure in place. Final processing gas voluareslinked into th
Nova/TransCanada pipeline systems at multiple $aéegions.

In the second quarter of 2014, we entered intogaeement with a contractor for the design, consitocsupply and installatic
of a 16.5 MW natural gas power plant at our sow g@cessing plant. Upon completion, the plant sualbply our processing plar
electrical needs, with excess power being sold tht grid based on Alberta Electricity System Ofets rates. The project
designed to cost approximately C$25.2 million, Wittal commissioning expected to occur in the firalf of 2015.

Gas Reserves

We retained GLJ Petroleum Consultants, referreabttGLJ", to evaluate and prepare a report on our naturabigaeerties. All o
our reserves are located in Alberta, Canada. Plediseto Exhibit 15.3 of this annual report on fo20+ for GLJ's report on the
evaluation and methodology.

The following table sets forth our gross (workimgeirest reserves, before royalty) and net (workierest reserves, includi
royalty) reserves as at December 31, 2014.

Reserves as of December 31, 2014

Category Natural Gas NGLs Crude QOil Total
Gross Net Gross Net Gross Net Gross Net
(mmcf) (mbbl) (mbbl) (mboe)

Proved

Developed Producing 131,73: 110,28t 2,41¢ 1,58€ 839 607 25,21 20,57:

Developed Non-Producing 5,54z 4,79k 31 22 — — 955 821

Undeveloped 39,62¢ 33,85t 1,122 818 311 243 8,03¢ 6,704
Total Proved 176,90C 148,93t 3,572 2,42¢€ 1,15C 850 34,20¢  28,09¢
Probable

Probable Developed 38,84¢ 32,427 821 522 218 161 7,51z 6,08¢

Probable Undeveloped 67,42 56,64 1,617 1,145 402 296 13,257 10,88
Total Probable 106,26¢ 89,07( 2,43¢ 1,66E 620 458  20,77C  16,96¢

Estimated reserves shown for the producing pragsetiave been projected on the basis of the exatigolof performance de
where there was sufficient data to suggest a pegnce trend. A significant percentage of the cotigris have extensive product
histories and provide substantial data with respegberformance trends. In some cases the infoomatuggests that recent v
intervention work has been performed. In such gaseshave considered prior historical performancestimating future reserv
Projections for recently drilled wells have beeagared on the basis of early performance data andfbtests with consideration 1
the performance trends observed in those wells loitly production histories. Probable reserves agkehn risk than proved resen
and are generally believed to be less likely tadeurately estimated or recovered than provedveser
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Estimates of total net proved reserves are nat fileh any U.S. federal authority or agency otlnemt the SEC.

Our policies and practices regarding internal adatover the recording of reserves are structusedbjectively and accurate
estimate our gas and oil reserve quantities andeptevalues in compliance with the SEC's regulatiand financial reportir
standards. Our controls over reserve estimateadedl retaining GLJ as our independent petroleumgaaibgical engineering firt
We provided information about our gas and oil préps, including production profiles, prices andisp to GLJ, and they prepa
their own estimates of the reserves attributableutoproperties, as at December 31, 2014. All efittiormation regarding reserves
this annual report on Form 20is derived from the report prepared by GLJ. Thegpal engineer at GLJ is Myron Hladyshevsky
Eng., who was responsible for preparing our resestgnates, has over 30 years of experience imithend gas industry and is
professional engineer registered in the Provincglioérta, Canada. He is also a member of the SpofeProfessional Engineers in
Province of Alberta. GLJ's reserve estimates areweed by our technical personnel and managemeahtrambers of our and Mi
Energy's boards of directors meet with such pemidiondiscuss matters and policies related to esenves.

There are numerous uncertainties inherent in estimguantities of proved reserves, including méawstors beyond our cont
or the control of the reserve engineers. Resergieearing is a subjective process of estimatingevgrund accumulations of gas
oil that cannot be measured in an exact manner.atlharacy of any reserve or cash flow estimate fisnation of the quality ¢
available data and of engineering and geologidakmetation and judgment. Estimates by differergimeers often vary, sometin
significantly. In addition, physical factors, suas the results of drilling, testing and productioibsequent to the date of an estimai
well as economic factors, such as an increase aredse in product prices that renders productiosuch reserves more or |
economic, may justify revision of such estimatessignificant reduction in our proved reserves maguit in a full cost ceilin
limitation and/or an accelerated depletion ratecdkdingly, reserve estimates could be differeninfithe quantities of gas and oil t
are ultimately recovered. Please refer ttefn 3: Key Information - D. Risk Factdr$or further information respecting these risks.

As at December 31, 2014, our reserve estimategsdad| 8,038 mboe (6,704 mboe on a net basis) ofvesselassified as prov
undeveloped, compared to 3,415 mboe (2,891 mbo& et basis) as of December 31, 2013. The incri@apeoved undevelopt
reserves compared to last year is attributed tdidpeer constant price in 2014 versus 2013.

Production, Prices and Costs

In the year ended December 31, 2014, we producé&®8 énmcf of natural gas, 311 mboe of NGLs andmb6l of crude oil, fc
total production of hydrocarbons of 3,182 mboe, parad to 17,522 mmcf of natural gas, 356 mboe of :Néd 118 mbbl of cru
oil, for total production of hydrocarbons of 3,38fhoe on a net working interest basis in the samiegef 2013 and 6,478 mmcf
natural gas, 106 mboe of NGLs and 52 mbbl of caitifor the period from September 7, 2012, the detecommenced consolidati
MFC Energy, until December 31, 2012. We also predub5,232 tons of sulphur as a byproduct of ourdnarbon productic
activities in the year ended December 31, 2014 pewed to 55,051 tons in the same period of 20131&ri72 tons in the period frc
September 7, 2012 to December 31, 2012. Our tovalystion, including hydrocarbons and sulphur, 8237 mboe on a net worki
interest basis for the year ended December 31,,2@dpared to 3,451 mboe for the same period i1320atal production of natut
gas, NGLs and crude oil decreased primarily dueatoiral decline rates. The foregoing amounts ara art working interest bas
less royalties.

The following table sets forth our average dailpdurction by field for the years ended December284 and 2013 and t
period from September 7, 2012, the date we comntecmesolidating MFC Energy, to December 31, 2012:

Years Ended December 31

2014 2013 September 7, 2012 to December 31, 2012
Crude Crude Crude
Natural Natural Natural
Gas NGLs Oil Total Gas NGLs Oil Total Gas NGLs Oil Total

Area (mcf/d)  (bbl/d) (bbl/d) (boe/d) (mcfid) (bbl/d) (bbl/d) (boe/d) (mcfid) (bbl/d) (bbl/d) (boe/d)
High River 11,75t 272 4 2,23t 12,812 262 8 2,40t 14,852 281 12 2,76¢
Okotoks 5,40¢ 49 — 950 4,664 52 — 829 5,38¢ 62 — 960
Callum/Cowley 2,967 25 — 520 3,357 32 1 593 3,671 26 — 638
Niton 10,14¢ 428 65 2,184 11,71: 492 81 2,528 12,91( 532 105 2,78¢
Other (Southern

Alberta) 15,007 78 249 2,82¢ 15,461 138 236 2,951 19,03( 13 331 &5ilE
Total 45,282 852 318 8,717 48,00¢ 976 326 9,30 55,84¢ 914 448 10,67(
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The following tables set forth our average salésegt operating costs, royalty amounts and tranagon costs for each of t
periods indicated:

Year Ended December 31, 2014

Total
Natural Crude Hydro-
Gas NGLs Oil Carbons Sulphur
Area (C$mcf/d)  (C$bbl/d)  (C$bbl/d)  (C$boe/d) (C$mcf/d)
Price® 4.82 79.6¢ 90.8C 36.1¢€ 150.3¢
Royalties 0.84 28.71 23.14 8.0C 25.1¢
Operating costs N/A N/A N/A 13.4€ N/A
Transportation costs 0.16 7.44 3.27 1.67 73.04

Note :

(1) Excludes thir-party processing fee

Year Ended December 31, 2013

Total
Natural Crude Hydro-
Gas NGLs Oil Carbons Sulphur
Area (C$mcf/id)  (C$bbl/d)  (C$bblid)  (C$hoe/d)  (C$mct/d)
Price® 3.4€ 77.3C 84.9¢ 28.92 64.8<
Royalties 0.62 26.74 20.7¢ 6.76 10.21
Operating costs N/A N/A N/A 12.3¢ N/A
Transportation costs 0.14 5.68 2.29 1.39 —

Note :

(1) Excludes thir-party processing fee

September 7, 2012 to December 31, 2012

Total
Natural Crude Hydro-
Gas NGLs Oil Carbons Sulphur
Area (C$mcf/d) (Csbbl/d)  (C$bbl/d)  (C$boe/d) (C$mcf/d)
Price® 3.12 76.5€ 78.9C 26.64 71.8C
Royalties 0.47 26.4C 17.7¢ 5.47 13.0%
Operating costs N/A N/A N/A 8.20 N/A
Transportation costs 0.13 6.12 4.64 1.29 —

Note :

(1) Excludes thir-party processing fee

Our operating costs per boe increased in 2014 pilymas a result of fixed costs spread over lowerdpction volumes due
natural declines.

In addition, we generated third party processingmeies of C$5.5 million during the year ended Ddmam31, 2014, compared
C$4.2 million in the same period of 2013.

Transportation costs per boe increased in 2014apilyras a result of higher gas transmission rdtesking NGL volumes larg
distances due to processing constraints and iner@ingulphur shipping costs due to sales occurii@B” Vancouver versus at t
plant gate in 2013.

Present Activities and Productive Wells

We did not drill any wells during the period frone@ember 7, 2012 to December 31, 2013 or during/¢lae ended Decemt
31, 2014, other than pursuant to the Participatigreement described below.

In November 2013, we entered into the Participafdgneement with a natural gas operator, pursuamttich the operator h
committed to spending a minimum of C$50.0 milliendrill a total of 12 net wells over an initial #eyear term. Such drilling
primarily focused on our undeveloped oil and gaspprties located in the Niton area of Alberta, GndUnder the terms of st
agreement, the operator pays 100% of the costsreglqto drill and complete each well. If any of timitial 12 net wells achiev:
continuous production, we may elect to: (i) papéte
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for up to a 30% interest in the well by reimbursthg operator 25% of the costs of such well; grréceive a 10% gross royalty
production. Additionally, any gas produced fromaagk proportion of these wells will be processedlwsively by our existin
processing facility in the area. We believe thé #rrangement provides us with the opportunitjutther advance our undeveloj
properties at minimal investment risk and, at tamea time, provide a potential source of revenueaesion through royalty a
processing arrangements. The operator commencedoigsam under the Participation Agreement in tret §uarter of 2014 and
drilled and completed six gross wells on our laimdthe Niton area, with five such wells having beied in with production from foi
of such wells flowing through our facilities in tiaeea. We elected to receive the 10% gross rogaltyuch production.

In 2015, we initiated a program to curtail prodantion certain of our wells with the goal of presegvlongterm natural ge
reserves during the currently weakened pricingremwent. To date, this program has focused on mpepties in central Alberta tt
produce a higher proportion of natural gas liguidsause, while we are able to hedge natural gadiguid market, we are not able
effectively hedge natural gas liquids.

In 2014, we recognized a naash impairment loss of $28.6 million (before arpime tax recovery of $7.2 million) in connec
with our hydrocarbon resources as a result of #wine in the longerm hydrocarbon price forecasts that we utilizeligscount th
present value of our reserves. With a lower pri@ngironment the discounted value of these ressuteelined.

The following table summarizes the location of ouerests as at December 31, 2014 in natural gdsrde oil wells that a
producing or that are mechanically capable of pctido and have economic reserves assigned to them:

Non-producing

Producing Natural Gas Wells Producing Non-producing

Area Natural Gas Wells © Crude Oil Wells Crude Oil Wells @ Total Wells
Gross Net Gross Net Gross Net Gross Net Gross Net
Niton 139 103 — — 12 9 — — 151 112
High River 146 127 — — 2 2 — — 148 129
Okotoks 25 24 — — — — — — 25 24
Callum/Cowley 25 24 — — — — — — 25 24
Other (Southern Alberta) 846 563 1 1 123 28 3 1 973 593
Total wells 1181 _ 841 1 1 _ 13 39 ___3 ___ 1 _1322 882

Note :

(1) A portion of the norproducing wells are wells considered capable oflpction but which, for a variety of reasons inchgibu
not limited to a lack of markets and lack of deyeh@nt, cannot be placed on production at the pteisee.

The following table sets forth the acreage of awsg and net developed and undeveloped gas apthpirties and, with resp:
to undeveloped gas and oil properties, expirataeslas at December 31, 2014:

Gross
Area Acres Net Acres
Alberta, Canada
Developed 481,847  409,14¢
Undeveloped 218,987 168,13¢
Montana, U.S.A.
Undeveloped 79,157 79,157
Total
Developed 481,847  409,14¢
247,
Undeveloped 298,14 292

The leases respecting our undeveloped propertistoirtana are scheduled to expire in March 201 6itlavelopment occurs
relation thereto.

Delivery Commitments

Our natural gas production is sold to creditwortioyinterparties under contracts at AECO Daily Ingeges and is transport
through regulated pipelines in the Province of Afaat tariffs that require either provincial odésal regulatory approval.

NGLs are repriced on an annual basis reflecting purchaser nippibol prices or are based on U.S. market huhtiogs with :
basis differential. Our crude oil sales are priaetharket using the Edmonton market hub as a
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benchmark and are typically made throughda@-evergreen contracts. NGLs and crude oil aresparted to the point of sale
creditworthy counterparties using a combinatiompipklines and trucking services. Sulphur productitiracts market prices based
a combination of domestic sales, sffere at Vancouver, British Columbia and to Tankparida. Sales are with customers in the
and gas industry and are subject to normal indwstrglit risks.

Environmental

Our gas and oil operations are subject to varioasa@ian governmental regulations including thosposed by the Alberi
Energy Resources Conversation Board and Albertigtiedi Commission. Matters subject to regulationlude discharge permits f
drilling operations, drilling and abandonment banéports concerning operations, the spacing ofswahd pooling of properties a
taxation. The production, handling, storage, transpion and disposal of oil and gas, fmpducts thereof, and other substances
materials produced or used in connection with od gas operations are also subject to regulati@emufederal, provincial and loc
laws and regulations relating primarily to the pagion of human health and the environment. Weebelthat our operations comj
in all material respects with applicable laws aeduiations and that the existence and enforcenfesuah laws and regulations he
no more restrictive an effect on our operations thia other similar companies in the energy industry

We are subject to decommissioning obligations inneation with our ownership interests in hydrocarlssets, including we
sites, gathering systems and processing facilifié® total decommissioning obligation is estimabeded on our net ownerst
interest in all wells and facilities, estimated tsa® reclaim and abandon these wells and faa)ia@d the estimated timing of the cc
to be incurred in future years. We have estimatednet present value of total decommissioning alibgs to be $144.9 million as
December 31, 2014.

ITEM 4A: UNRESOLVED STAFF COMMENTS

None.

ITEM 5: OPERATING AND FINANCIAL REVIEW AND PROSPE CTS

The following discussion and analysis of our finahcondition and results of operations for thecbtyearsended December 3
2014, 2013 and 2012 should be read in conjunctigh wur audited consolidated financiatatements and related notes include:
this annual report on Form 20-F. Our consolidatathhcial statements included in this annual regmrtForm 20F were prepared il
accordance with IFRS. As a result of adjustmentsamerror correction made in the third quarter of20during the measureme
period for the acquisition of MF(Energy, bargain purchase and certain expense adsobave been restatddr the year ende
December 31, 201:Please see Notes 3 and 38 to our audited conselidittancial statements for the year ended DecerdbeR01<
for further information.

General

We are a global supply chain company that utilibe®vative finance alongside sophisticated custerhigtructured solutions
facilitate the working capital and other requirentseof our customers. We also commit our own capdgdromising enterprises a
invest and otherwise capture investment opporesmifdor our own account. We seek to invest in bssieg or assets whose intrir
value is not properly reflected in their share @rir value. Our investing activities are generaltt passive. We actively se
investments where our financial expertise and mamagt can add or unlock value.

Our results of operations have been and may cantioloe affected by many factors of a global natinguding economic an
market conditions, the availability of capital, leeel and volatility of equity prices and interestes, currency values, asset prices
other market indices, technological changes, tladahility of credit, inflation and legislative andgulatory developments. Our resi
of operations may also be materially affected byngetitive factors. Our competitors include firmaditionally engaged in trac
finance such as merchant and investment banksg alith other capital sources such as hedge fumilgtp equity firms, insuranc
companies and other trade companies engaged itystigpn activities in Europe, Asia and globally.

Our results of operations for any particular peniody also be materially affected by our realizationproprietary investment
These investments are made to maximize total retuough longterm appreciation and recognized gains on divestnwea realize
on our proprietary investments through a varietynethods including sales, capital restructuringtber forms of divestment.
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A majority of our revenues is derived from our gibbupply chain operations. The remaining portiaresgenerally derived frc
financial services, sales of properties and neiggan securities.

We view our net book value per share as a key atdicof our overall financial performance. Our hebk value as at Decem|
31, 2014, 2013 and 2012 is set forth below:

Decembiar 31, December31, December 31,
2014® 2013 2012
(United States dollars in thousands,
except per share amounts)

Net book value $ 670,38¢ $ 699,57( $ 730,58
Net book value per sha 10.65 11.1¢ 11.6¢
Note:

(1) Our net book value per share was negatively implaojethe translation effect of a lower Euro and &han dollar against t
United States dollar, which resulted in a net $Xfilion currency translation adjustment loss undérer comprehensive inco
within equity, and as a result of a $21.4 millioonreash impairment loss on our hydrocarbon prope(ties of deferred te
recovery) in 2014

Business Environment

Our financial performance is, and our consolidag=lilts in any period can be, materially affectgdjlobal economic conditio
and financial markets generally.

A favourable business environment is characterigethany factors, including a stable geopoliticaneite, transparent financ
markets, low inflation, low interest rates, availi of credit, low unemployment, strong busingssfitability and high business a
investor confidence. Unfavourable or uncertain ecoic and market conditions can be caused by declineeconomic growt
business activity or investor or business configefimitations on the availability or increase e tcost of credit and capital, incree
in inflation, interest rates, exchange rate vatgtilbutbreaks of hostilities or other geopoliti¢astability, corporate, political or ott
scandals that reduce investor confidence in thiéataparkets or a combination of these or othetdiasc

While the global economic outlook has improved, @ing global economic conditions and uncertaintiesjuding slowe
economic growth in China and continuing economicautainty in Europe, continued to impact markeis esuse significant volatili
in commodity prices in 2014. For example, the sgseltor has seen a drop in producer stocks, wtashnkgatively impacted pric
and supply chain volumes.

Natural gas prices increased in 2014 with AECOgqsriaveraging approximately 40.0% higher than 2@48I$. Strong dema
for natural gas, stemming from a colder-thmormal winter, negatively impacted storage invaewiand resulted in a sharp p
increase in the first quarter of 2014. In the secquarter of 2014, natural gas supply levels irmedaand inventories reached le
that are currently viewed as being adequate tsfgdtie expected level of demand into 2015. Inftheth quarter of 2014 AECO ¢
prices averaged approximately 5% lower than avemgees in the prior quarter. From time to time, way enter into hedgil
transactions to manage pricing risks for our présiuo December 2013, to hedge the volatility ameldrganically long nature of ¢
natural gas subsidiary, we entered into a shoitipo®f longterm NYMEX natural gas futures with a notional valf approximatel
$50 million. In January and February of 2014, asitah gas prices continued to rise, we increasedosition using shortedturatior
derivatives. During the second and third quartdr2@i4, these positions were covered as naturalpgass declined and, as
December 31, 2014, we no longer had such positio8015, we commenced hedging our natural gas ptomuwith AECO base
Canadian dollar futures to protect against furpivere declines in the near-term.

We operate internationally and therefore our fi@nperformance and position are impacted by chsngehe United Stat
dollar, our reporting currency, against the otherctional currencies of our international subsiégiand operations, particularly
Euro and the Canadian dollar. Changes in curreatssraffect our financial performance and positi@cause our European i
Canadian subsidiaries' assets, liabilities, revenaled operating costs are denominated in the Endb the Canadian dolli
respectively. Accordingly, a weakening of the Udit8tates dollar against the Euro and Canadian rdwiteuld have the effect
increasing the value of such assets, liabilitiesenues and operating costs when translated iniedJBtates dollars, our report
currency. Conversely, a strengthening of the Un¢ates dollar against these currencies would tiawe=ffect of decreasing st
values.
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As at December 31, 2014, the United Sates dolldrsh@ngthened by 13.9% and 9.1% against the Ewd&Canadian dollar fro
the end of 2013. Such strengthening negatively atgohour asset values (net of liabilities) as atddeber 31, 2014. As a result,
recognized a net $19.9 million currency translatidiustment loss under other comprehensive incoitiérvequity in 2014, compar:
to $31.4 million and $7.9 million in 2013 and 201t@spectively.

Results of Operations

The following table sets forth certain selectedrapeg results and other financial information feeich of the years enc
December 31, 2014, 2013 and 2012:

Years Ended December 31,
20149 2013 2012

(United States dollars in thousands,
except per share amounts)

Net sales $1,402,25¢ $806,831 $479,50%
Gross revenues 1,411,78t 813,93¢ 485,65¢
2
Costs and expenses 1,402,39'( ) 795,21: 512,98¢
Costs of sales and services 1,271,06( 710,35¢ 406,70¢
Impairment of available-for-sale securities 294 517 4,265
Impairment of hydrocarbon and resource properties 28,61¢ 6,077 42,631
Selling, general and administrative expense 85,50¢ 63,092 47,737
Share-based compensation expense 383 — 9
Bargain purchase — — 218,67¢
Finance costs 16,537 15,172 11,634
2 2
Income (loss) from operations 9,385( ) 18,725( ) (27,325 @
2 2
Net income(¥ 838( ) 9,665( ) 200,1443
Earnings per share:
@ @
Basic 0.01 0.15 3.20
2 (2)
Diluted 0.01 0.15 3.20®

Notes:
(1) We consolidated the operations of Elsner and FE®H March 31 and April 1, 2014, respective

(2) Includes a nc-cash impairment loss on our hydrocarbon propedfes?1.4 million (net of deferred tax recovery), $.34 pe
share on a basic and diluted basis, in 2014 aridriiflion (net of deferred tax recovery), or $0j@8t share on a basic and dilt
basis, in 2013

(3) Includes a nc-cash impairment loss on our inventories and resoproperties of $48.2 million (net of income taxaeery), o
$0.77 per share on a basic and diluted basis,18.:

(4) Net income attributable to our sharehold

The following table provides a breakdown of grasgenues for each of the years ended December 34, 2013 and 2012:

Years Ended December 31,

2014® 2013 2012@
(United States dollars in thousands)
Supply chain products and services $ 1,355,67! $ 768,795 $ 443,05¢
Fees 7,508 9,44C 8,38¢
Gains on securities 4,72¢ 6,31¢ 1,15C
Interest 4,32€ 2,38t 10,48¢
Dividends 7 295 360
Equity income 9,52¢ 7,107 6,152
Other 30,01¢ 19,59¢ 16,06/

1R

Gross revenues 1,411,78( $ 813,93¢ $ 485,65¢

Notes:
(1) We consolidated the operations of Elsner and FE®H March 31 and April 1, 2014, respective
(2) We consolidated the operations of MFC Energy frapt8mber 7, 201!
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Year Ended December 31, 2014 Compared to the YeanBed December 31, 2013

The following is a breakdown of our gross revenyesegment for each of the years ended Decemb@034%, and 2013:

Years Ended December 31,
2014 2013
(United States dollars in thousands)

Gross Revenues:

Global supply chain $ 1,372,50: $ 778,481
Trade finance and services 12,29¢ 12,56¢
All other 26,98¢ 22,88:

$ 1,411,78t $ 813,93¢

The following charts illustrate our revenues byibass segment and geographic distribution in theafiyear ended Decem
31, 2014:

Revenues by Business Segment Revenues by Region
Global supply chain 97% - Trade finance and services 1% Other 2% Europe 64% - Americas 29% Asia 5% - Other 2%

Based upon the yearly average exchange rates 1dr, 2@ United States dollar increased by approtdin®.01% and 7.2% in
value against the Euro and the Canadian dollapexively, compared to the average exchange rat@913. As at December .
2014, the United States dollar had increased byoappately 13.9% against the Euro and 9.1% agahestCanadian dollar sin
December 31, 2013.

Revenues in 2014 increased to $1.4 billion (comgjstf net sales of $1.4 billion and equity incofrem medical joint venture
and an associate of $9.5 million) from $813.9 miiliconsisting of net sales of $806.8 million andity income from medical joi
ventures of $7.1 million) in 2013, primarily asesult of organic growth in certain product linesi@m overall increase in supply cr
revenue (see below) due to the consolidation ofrecent acquisitions in the second quarter of 20idtan increase in average nal
gas prices between 2013 and 2014. As a substanti@bn of our revenues are generated in EurosGarchdian dollars, the weaken
of the Euro and Canadian dollar against the Urfitedies dollar negatively impacted our results @rapons for 2014.

Revenues for our global supply chain business W&ré billion in 2014, compared to $778.5 million2013, primarily as a res
of organic growth in certain product lines and tle@solidation of our recent acquisitions in theosecquarter of 2014. In additic
higher natural gas prices in 2014 and increaseehieas from wood products were partially offset dydr revenues from our roya
interest in a mining sub-lease and the negativeanpf the higher U.S. dollar against the Euro @adadian dollar.

During 2014, gross revenues generated by our roydkrest decreased to approximately $11.0 milfrom approximately $25
million in 2013 as a result of a decrease in shipi&om the mine to 1.3 million tons in 2014 fr@&8 million tons in 2013.

In late 2014, the operator of the Wabush mine ddse mine. We reviewed related information andquered a sensitivil
analysis on the expected future cash flows fromroyalty interest. Based upon our review and impaint analysis, we determir
that the fair value of our interest in the Wabusimernwas above our current carrying value, and fbezewe concluded that
impairment loss was not required as at DecembeP@14. We continue to monitor the situation aseitelops. In the event that
mine is closed for a prolonged period or if othiecuumstances change, we mayassess the value of this asset in the future. €&
Note 15 of our audited consolidated financial steets for the year ended December 31, 2014 fdnduibformation

Revenues for our trade finance and services busimese $12.3 million in 2014, compared to $12.8iamilin 2013.

Revenues for our all other segments were $27.0omilh 2014, compared to $22.9 million in 20
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Costs of sales and services increased to $1.8mili 2014 from $710.4 million in 2013, primarilg a result of the consolidati
of our recent acquisitions in the second quartet0df4. The following is a breakdown of our costsales and services for each of
years ended December 31, 2014 and 2013:

Years Ended December 31,

2014 2013
(United States dollars in thousands)

Supply chain products and services $ 1,269,34¢ $ 705,95
Credit losses on loans and receivables 3,93t 4,671
Fair value loss on investment property 121 —
Market value increase on commodity inventories (3,7779) (5,342)
Gain on derivative contracts, net (9,319 (4,48%)
Write-off of inventories 149 —
Other 10,60% 9,56:

Total cost of sales and services $__ 1271060 $ 710,35

The gain on derivative contracts of $9.3 milliomnmarily resulted from commodity and currency defives and our natural g
futures. Please sedteém 5: Operating and Financial Review and Prospeet Business Environmeénfor additional information.

Selling, general and administrative expenses, dikujusharehased compensation, increased to $85.5 millior0itdZrom $63.
million in 2013. The increase was primarily as auieof our recent acquisitions in the second quanof 2014, expansion to n
geographies and markets and certain restructuridgaverance expenses.

During 2014, finance costs increased to $16.5 onilfrom $15.2 million in 2013 as a result of in@ead borrowings in our supy
chain business, offset partially by lower accretionour decommissioning obligations.

In 2014, we recognized $0.4 million of shdr@sed compensation expense as a result of thergrarfitstock options to employe
during the year, compared to $nil in 2013.

We recognized a nocash impairment loss on hydrocarbon properties28& million (before an income tax recovery of ¢
million) in 2014 in connection with our hydrocarbmserves as a result of a decline in pricing, cmeg to $6.1 million in 2013.

Impairment of available-for-sale securities was3$@illion in 2014, compared to $0.5 million in 20This represented an other-

than-temporary decline in the value of our investoportfolio.

In 2014, we recognized a net foreign currency @atisn loss of $5.5 million, compared to $1.8 mifliin 2013, in th
consolidated statement of operations. This losspsiasarily noneash and relates to the settlement of certaindatepany accounts
subsidiaries with different functional currenciespursuit of fiscally responsible strategies. Ttesser extent, we recognized a
currency translation loss on monetary assets aiillities of subsidiaries which were denominatedcinmrencies other than th
functional currencies.

We recognized an income tax recovery (other thaouee property revenue taxes) of $0.7 million @142 compared to |
expense of $1.6 million in 2013. Our statutory tate was 26.0% in 2014, compared to 25.75% in 2848,our effective tax rates
lower than our statutory tax rates in the curreniqa. The income tax paid in cash (excluding res@property revenue taxes) dul
2014 was $4.4 million, compared to $2.2 million2@13. Our income tax paid in cash includes cenaémdatory prepayments
certain jurisdictions that we expect to recoverrupabmission of financial statements for the figeslr.

We also recognized resource property revenue tak&2.4 million in 2014, compared to $5.0 milliom 2013. The resour
property revenues tax rate was 20% on our grosaltsoyevenue, which was deducted at source andceedby 20% of deductit
expenses. The decrease in taxes was primarilyuét ¥sa decrease in gross royalty revenues ircthieent period.

Overall, we recognized an income tax expense of $illion (recovery of income taxes of $0.7 milli@md resource prope
revenue taxes of $2.4 million) in 2014, comparedridncome tax expense of $6.6 million (provisionificome taxes of $1.6 millic
and resource property revenue taxes of $5.0 mjliim2013.

In 2014, our income attributable to shareholders #@.8 million, or $0.01 per share on a basic ahded basis, after givir
effect to a noreash impairment loss on hydrocarbon propertie2af4million (net of deferred tax recovery), or 3 per share on

basic and diluted basis, compared to $9.7 mill@r$0.15 per share on a basic and diluted bas®)13 after giving effect to a non-

cash impairment loss on hydrocarbon propertiestd illion (net of deferred tax recovery), or $0jer share on a basic and dilt
basis.
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In 2014, our Operating EBITDA increased by 16.5%16.2 million, or $1.21 per share on a basic a@hdedl basis, from $65
million, or $1.04 per share on a basic and dilutedis, in 2013. Operating EBITDA is defined as &eys before interest, tax

depreciation, depletion, amortization and the nashdmpairment of hydrocarbon properties.

Our net income, before the impact of nmash impairment, in 2014 was $22.2 million, or $0p&r share on a basic and dilt
basis, compared to $14.2 million in 2013, or $(28 share on a basic and diluted basis. Net incboefere the impact of nocast
impairment, is defined as net income attributalolesthareholders plus the noash impairment of hydrocarbon properties, n

income taxes.

Operating EBITDA and net income, before the impzfabon-cash impairment, are not measures of financialoperdnce und:

IFRS and should not be considered in isolationsca aubstitute for analysis of our results as tegarnder IFRS.

The following is a reconciliation of our net incoratributable to shareholders to Operating EBITD® aet income, before t

impact of non-cash impairment.

Years Ended December 31,

2014 2013
Operating EBITDA (United States dollars in thousands)
Net income $ 2,06¢ $ 9,50z
Income taxes 1,714 6,577
Finance costs 16,531 15,172
Amortization, depreciation and depletion 27,24¢ 28,08t
Impairment of hydrocarbon properties 28,61¢ 6,077

Operating EBITDA $ 76,18t 3 65,41
Net Income, Before the Impact of Non-Cash Impairmen
Net income $ 838 $ 9,66t
Impairment of hydrocarbon properties, net of incames 21,401 4,51€

Net income, before the impact of non-cash impaitmen $ 22,23¢ $ 14,181

Please seeNon-IFRS Financial Measuredbdr additional information.

Year Ended December 31, 2013 Compared to the ¥eded December 31, 2012

The following is a breakdown of our gross revenyesegment for each of the years ended Decemb@0338,and 2012:

Years Ended December 31,

2013

2012

(United States dollars in thousands)

Gross Revenues:

Global supply chain $ 778,48 $ 455,89¢
Trade finance and services 12,56¢ 11,751
All other 22,88: 18,01(
$ 813,93¢ $ 485,65¢
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The following charts illustrate our revenues byibass segment and geographic distribution in theafiyear ended Decem
31, 2013:

Revenues by Business Segment Revenues by Region

Global supply chain 96% - Trade finance and services 1% Other 3% Europe 61% - Americas 35% Asia 3% - Other 1%

Based upon the yearly average exchange rates 1&, 20e United States dollar decreased by apprdgilyn&.2% and increas
by approximately 3.0% in value against the Euro #red Canadian dollar, respectively, compared toaVerage exchange rate:
2012. As at December 31, 2013, the United Statdardwad decreased by approximately 4.3% agairsEtro and had increased
approximately 6.9% against the Canadian dollaresbecember 31, 2012.

Revenues in 2013 increased to $813.9 million (wtimgj of net sales of $806.8 million and equityame from medical joit
ventures of $7.1 million) from $485.7 million (casting of net sales of $479.5 million and equitgdme from medical joint ventur
of $6.2 million) in 2012, primarily as a resultiotreased supply chain sales resulting from theiait@pn of MFC Energy in 2012 a
MFCR and Possehl in 2013 and increased transadtiomsod pellets in Europe through longer termtaffe agreements. As the E
was relatively stable during 2013, currency flutituas had no material impact on our revenues when-Benominated revenues w
translated into U.S. dollars.

Revenues for our global supply chain business B&m8.5 million in 2013, compared to $455.9 million2012, primarily as
result of increased supply chain sales due to @&s&® in both volumes and prices on some produdghenconsolidation of MF
Energy, MFCR and Possehl.

During 2013, gross revenues generated by our royadtrginally decreased to approximately $25.7 omllfrom approximate
$29.1 million in 2012. This decrease in gross ryysvenues was mainly attributable to a lower smenof shipments in 2013. A tc
of 2.8 million tons and 3.2 million tons of ironeoproducts were shipped in 2013 and 2012, resghgtiv

Our global supply chain operations were adversié@cted by historically severe flooding in the Smerin Alberta, Canada, reg
in and around the city of Calgary during the thqudarter of 2013. Such flooding caused us to losdag® of gas production and in
approximately C$1.9 million in capital expenditufesrepairs. These operations returned to norsadls on September 26, 2013.

Revenues for our trade finance and services businese $12.6 million in 2013, compared to $11.8iamlin 2012, primarily 8
a result of lower activities.

Revenues for our all other segment were $22.9anilln 2013, compared to $18.0 million in 20
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Costs of sales and services increased to $710lémiih 2013 from $406.7 million in 2012, primarigs a result of an increase
global supply chain activities, including as a tesfithe consolidation of MFC Energy, MFCR and §&d. In the prior period, we h
a write<down of inventories of $15.7 million, of which $29nillion related to our former iron ore activitissIndia. The following is
breakdown of our costs of sales and services ftn ehthe years ended December 31, 2013 and 2012:

Years Ended December 31,

2013 2012
(United States dollars in thousands)

Supply chain products and services $ 705,95 $ 382,24¢
Credit losses (recovery) on loans and receivables 4,671 (521)
Fair value gain on investment property — (24)
Market value (increase) decrease on commodity itovers (5,342 1,50¢
(Gain) loss on derivative contracts, net (4,48¢) 57
Write-off of inventories — 15,65¢
Other 9,568 7,775

Total cost of sales and services $ 710,35¢ $ 406,70¢

Selling, general and administrative expenses, dikujusharebased compensation, increased to $63.1 milliorOitBZrom $47.
million in 2012. The increase was primarily a régidithe consolidation of MFC Energy, MFCR and Rbds

We recognized a nocash impairment loss on hydrocarbon and resoueepties of $6.1 million (before an income tax reary
of $1.6 million) in 2013 in connection with our hpdarbon reserves as a result of a decline inathgterm pricing outlook and futu
production volumes. In 2012, we recognized a cash impairment loss of $42.6 million (before ineotax recovery of $13.8 millio
in connection with a subsidiary that had engageiloin ore activities in India (which was sold in13&), as a result of the Supre
Court of India's ban on all mining activities inetfstate of Goa, India. The total impairment andeadown, net of income t:
recovery, was $48.2 million in 2012 in relationstech interests.

Our impairment loss on available-feale securities was $0.5 million in 2013, compdeefi4.3 million in 2012. This represen
an other-than-temporary impairment loss on ourstment portfolio.

During 2013, we incurred finance costs of $15.2iam| primarily related to our supply chain busisesompared to $11.6 milli
in 2012. Such finance costs increased as a rebuticeeased borrowings relating to the acquisitioisMFC Energy, MFCR ar
Possehl.

In 2013, we recognized a net foreign currency tatisn loss of $1.8 million, compared to a net gafi$7.1 million in 2012, i
the consolidated statement of operations.

We recognized a bargain purchase gain of $218.lfomilor $3.50 per share, during 2012, primarilycionnection with tr
acquisition of MFC Energy. Please refer to Noteofibur audited consolidated financial statementgtie year ended December
2013 for further information on the revised bargaimchase terms, which were recognized in 2012.bEngain purchase arose as
consideration under the transaction was less thefair market value of the net identifiable assetguired.

We recognized an income tax expense (other thayumes property revenue taxes) of $1.6 million irl20compared to
income tax recovery of $8.5 million in 2012. Ouatstory tax rate was 25.75% in 2013, compared t0%5n 2012, and our effecti
tax rates were lower than our statutory tax rate2013. The income tax paid in cash (excluding ues® property revenue tax
during 2013 was $2.2 million, compared to $4.9imnillin 2012.

We also recognized resource property revenue tak&s.0 million in 2013, compared to $5.9 milliom 2012. The resour
property revenues tax rate was 20% on our grosaltyoyevenue, deducted at source, which was redbged0% of deductib
expenses. The decrease in taxes was primarilyuét ¥sa decrease in gross royalty revenues in 2013

Overall, we recognized an income tax expense @ #6llion (provision for income taxes of $1.6 milli and resource prope
revenue taxes of $5.0 million) in 2013, comparedriancome tax recovery of $2.6 million (recovefyirmome taxes of $8.5 millic
and resource property revenue taxes of $5.9 mjliim2012.

In 2013, our income attributable to shareholders $@.7 million, or $0.15 per share on a basic ahded basis, after givir
effect to a non-cash impairment of hydrocarbonrmsdurce properties of $4.5 million (net of defdrre
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tax recovery), or $0.07 per share on a basic aludedi basis, compared to $200.1 million, or $3.20 ghare on a basic and dil.
basis, after giving effect to a non-cash impairmess and writedown of $48.2 million (net of income tax recovergy, $0.77 pe
share on a basic and diluted basis, in 2012.

Liquidity and Capital Resources
General
Liquidity is of importance to our business as iffisignt liquidity often results in underperformance
Our objectives when managing capital are:

» to safeguard our ability to continue as a goingceon so that we can continue to provide returnssfareholders ai
benefits for other stakeholde

* to provide an adequate return to our shareholdepsibing products and services commensurately thighlevel of risk; an
* to maintain a flexible capital structure that opties the cost of capital at acceptable r

We set the amount of capital in proportion to rigke manage our capital structure and make adjusgnterit in the light ¢
changes in economic conditions and the risk chariatits of the underlying assets. In order to @émor adjust this capital struct.
we may adjust the amount of dividends paid to di@ders, return capital to shareholders, issue sieaves or sell assets to rec
debt.

Consistent with others in our industry, we monitapital on the basis of our net debt-to-equityoratid long-term debt-tequity
ratio. The net debt-tequity ratio is calculated as net debt divided lhgrsholders’ equity. Net debt is calculated ad t=ht less cas
and cash equivalents. The long-term debt-to-eqratjo is calculated as lorgrm debt divided by shareholders' equity.
computations are based on continuing operations.

The following table sets forth the calculation of met debt-to-equity ratio as at the dates inditat

2014 2013 2012Y

(United States dollars in thousands,
except ratio amounts)

Total long-term debt $ 313,12: $ 234,74C $ 162,99:
Less: cash and cash equivalents (297,299 (332,179 (273,790
Net debt (net cash and cash equivale 15,83( (97,437 (110,797
Shareholders' equity 670,38¢ 699,57( 730,58}
Net deb-to-equity ratio 0.02 Not applicablt Not applicablt
Note:

(1) This table does not include the MPP term financisgt involved a purchase option and future prdngskees. The purcha
option thereunder was exercised in October 201dudies measurement period adjustments and errogation related to tt
acquisition of MFC Energy

There were no amounts in accumulated other compséreeincome relating to cash flow hedges, nor wieeee any subordinat
debt instruments as at December 31, 2014, 2012@h8. The net debt-tequity ratio as at December 31, 2014 was 0.02 ara
December 31, 2013 and December 31, 2012 were pbtabple, as we had net cash and cash equivalatdades.

The following table sets forth the calculation of dong-term debt-to-equity ratio as at the dabeiciated:

December 31
2014 2013 20129

(United States dollars in thousands,
except ratio amounts)

Long-term debt, less current portion $ 256,14¢ $ 189,871 $ 118,82¢
Shareholders' equity 670,38¢ 699,57( 730,58
Long-term debt-to-equity ratio 0.38 0.27 0.1€
Note:

(1) This table does not include the MPP term financisgt involved a purchase option and future prdngskees. The purcha
option thereunder was exercised in October 2018udies measurement period adjustments and errogation related to tt
acquisition of MFC Energy
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During 2014, our strategy, which remained unchariged 2013 and 2012, was to maintain our net defgefuity ratio and long-
term debt-to-equity ratio at low levels. Our lorgsh debt-toequity ratio was 0.38, 0.27 and 0.16 as at Decer@be2014, 2013 al
2012, respectively.

Cash Flows

Due to the number of businesses we engage in,aslir ftows are not necessarily reflective of nehiegs and net assets for i
reporting period. As a result, instead of usingaalitional cash flow analysis solely based on d&sh statements, our managerr
believes it is more useful and meaningful to analgar cash flows by overall liquidity and credigdability. Please see the discus:
on our financial position, short-term bank loarsilities and long term debt below.

The global supply chain business can be cyclicdl@ur cash flows vary accordingly. Our principakogting cash expenditu
are for financing trading of securities, financangd general and administrative expenses.

Working capital levels fluctuate throughout the yead are affected by the level of our global sypgtain operations, tl
markets and prices for products and the timingeckivables and the payment of payables and expe@basges in the volume
transactions can affect the level of receivablesiafluence overall working capital levels. We antly have a sufficient level of ce
on hand and credit facility amounts and we belithee we have sufficient cash flows from operatiocgsh on hand and cre
availability to meet our working capital and otlequirements.

Cash Flows from Operating Activities

Operating activities used cash of $3.4 million @12, compared to providing cash of $10.1 millior2013. In 2014, a decreast
shortterm bank borrowings used cash of $90.4 milliormpared to $26.4 million in 2013. A decrease in a@gpprepaid and ott
provided cash of $37.7 million in 2014, compare®&1d? million in 2013. The decrease in 2014 wamarily a result of recovery of
prepaid item during 2014. An increase in inven®rnigsed cash of $29.0 million in 2014, compared weerease in inventori
providing cash of $32.5 million in 2013, primar#g a result of the acquisitions of FESIL and ElSn€t014. An increase in accou
payable and accrued expenses provided cash of $diliBn in 2014, compared to a decrease in accoymayable and accru
expenses using cash of $2.7 million in 2013. A éase in receivables provided cash of $9.3 millio8014, compared to an incre
in receivables using cash of $29.1 million in 20A3decrease in restricted cash provided cash d ##llion in 2014, compared
$0.6 million in 2013. A decrease in short-term ceeposits provided cash of $4.2 million in 2014mpared to an increase in short-
term cash deposits using cash of $4.2 million ih30A decrease in decommissioning obligations useth of $3.2 million in 201
compared to $4.1 million in 2013. Changes in skem securities provided cash of $2.1 million irl2pcompared to $10.2 million
2013.

Operating activities provided cash of $10.1 milliar2013, compared to using cash of $144.4 mililoA012. In 2013, a decre:
in short-term bank borrowings for day-diay business requirements used cash of $26.4 mittiempared to $115.5 million in 2012
decrease in inventories provided cash of $32.5anilin 2013, compared to an increase in inventangng cash of $36.5 million
2012. An increase in receivables used cash of $&8llibn in 2013, compared to $12.9 million in 2012 decrease in accou
payable and accrued expenses used cash of $2i@nnill2013, compared to $9.1 million in 2012. Ces in shorterm securitie
provided cash of $10.2 million in 2013, comparedio2 million in 2012. An increase in sheerm cash deposits used cash of
million during 2013, compared to $16,000 during 20A decrease in decommissioning obligations useth of $4.1 million in 201
compared to an increase of same providing castH4f0$0 in 2012. A decrease in deposits, prepaidogimel provided cash of $:
million in 2013, compared to an increase using @i<$8.9 million in 2012.

Cash Flows from Investing Activities

Investing activities used cash of $101.4 millior2idl4, compared to $0.8 million in 2013. The adtjoiss of subsidiaries net
cash acquired used cash of $67.1 million in 20tinarily in connection with our acquisitions of By and FESIL in 2014, compa
to $6.6 million in 2013. Purchases of property,npland equipment, net of sales, primarily reladtr power project in Alberi
Canada, used cash of $28.8 million in 2014, contpares2.0 million in 2013. Purchases of hydrocarbesets, net of sales used
of $7.8 million in 2014, compared to $4.6 milliam 2013. Net distributions from joint ventures pied net cash of $6.1 million
2014, compared to $7.2 million in 2013. An increas®an receivables used cash of $2.8 million @142 compared to $nil in 20:
Proceeds from sales of long-term investments pealichsh of $1.5 million in 2014, compared to $7iian in 2013.

Investing activities used cash of $0.8 million 813, compared to $55.7 million in 2012. Proceedsnfrsales of longermr
investments provided cash of $7.0 million in 20d@npared to $2.6 million in 2012. Net distributions
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from joint ventures provided net cash of $7.2 miilin 2013, compared to $7.6 million in 2012. Pas#s of hydrocarbon assets,
of sales used cash of $4.6 million in 2013, comgace$nil in 2012. Purchases of loteym securities used cash of $2.0 millio
2013, compared to $5.1 million in 2012. Purchadesraperty, plant and equipment, net of sales, wseth of $2.0 million in 201
compared to $2.1 million in 2012. The acquisitiofisubsidiaries net of cash acquired used caslt.6f fillion in 2013, compared
$78.5 million in 2012. Other items provided casl$@4,000 in 2013, compared to using cash of $48,0Q012.

Cash Flows from Financing Activities

Net cash provided by financing activities was $6®ilion in 2014, compared to $46.6 million in 2018 net increase in de
provided cash of $97.7 million in 2014, compared&2.1 million in 2013. The fourth installment afirodividend declared in 20
was paid in January 2015. In 2014, dividends paiour shareholders used cash of $11.3 million, @egpto $15.0 million in 2013.
repayment to a customer used cash of $22.2 milfid014, compared to providing cash of $22.2 millin 2013. On December !
2013, a customer paid $22.2 million to one of tt@mPany's subsidiaries. However, the underlying iteravas subject to factori
arrangements and the amount was subsequently repaachuary 2014. As a result, $22.2 million wasogmized as a repayment 1
customer in 2014. No income or loss was recognizexnnection with such transactions. Dividendsigainoneontrolling interest
used cash of $0.9 million in 2014, compared to $dl8on in 2013.

Net cash provided by financing activities was $4@iBion in 2013, compared to providing $83.4 nahi in 2012. A net increa
in debt provided cash of $62.1 million in 2013, gared to $105.2 million in 2012. In 2013, dividendsd to our shareholders u
cash of $15.0 million, compared to $13.8 millior2idi12. Dividends paid to nacentrolling interests used cash of $0.8 millior201.3
compared to $0.7 million in 2012. A reduction imifdly term financing used cash of $21.9 million2013, compared to using casl
$7.4 million in 2012. There was an increase in amant due to a customer, which provided cash of Z2allion, in 2013. Thi
amount was repaid to the customer in January 28det gbove).

Financial Position

The following table sets out our selected finanicifdrmation as at the dates indicated:

December 31,

2014 2013
(United States dollars in thousands)
Cash and cash equivalents $ 297,29¢ $ 332,17:
Short-term cash deposits 159 4,381
Short-term securities 250 2,06¢€
Restricted cash 555 312
Trade receivables 161,67« 115,67¢
Other receivables 41,39 30,40¢
Inventories 212,57 88,84
Real estate held for sale 12,04: 12,67¢
Deposits, prepaid and other 7,74E 27,13¢
Assets held for sale 131,11°¢ 97,344
Total assets 1,458,68: 1,318,59¢
Working capital 484,86( 396,31
Short-term bank borrowings 161,34( 129,78:
Debt, current portion 56,97¢ 44,86¢
Accounts payable and accrued expenses 138,22 126,64¢
Dividends payable 3,78€ —
Income tax liabilities 4,274 1,891
Liabilities relating to assets held for sale 15,34¢ 11,517
Long-term debt , less current portion 256,14¢ 189,87!
Deferred income tax liabilities 10,21¢ 3,571
Decommissioning obligations 129,557 105,85¢
Shareholders' equity 670,38¢ 699,57(

We maintain an adequate level of liquidity, withba@tion of our assets held in cash and cash eaunitsabnd securities. The lig
nature of these assets provides us with flexibititynanaging and financing our business and thigyatn realize upon investment
business opportunities as they arise. We alsohisdiquidity in clientrelated services by acting as a financial interiaugdior thirc
parties (e.g. by acquiring a position or assetsrasdlling such position or assets) and for our gwoprietary trading and investi
activities.
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As at December 31, 2014, cash and cash equivalenteased to $297.3 million from $332.2 millionaasDecember 31, 201
primarily as a result of cash utilized for the fhase of FESIL, the repayment of shigmm borrowings and the effect of a weake
Euro against the United States dollar.

In 2014, our trade receivables, other receivabhesiaventories increased alongside our revenue tradue to the consolidati
of Elsner and FESIL in March and April, respectiveéDdn June 30, 2014, the first balance sheet datelmincluded both acquisitior
our trade receivables were $207.6 million and owentories were $205.6 million. Since then, as atdbnber 31, 2014 we he¢
reduced our trade receivables to $161.7 millionpgared to $115.7 million as at December 31, 2018ilewmaintaining ot
inventories at $212.6 million, compared to $88.8liam as at December 31, 2013. More than 50% of iauentories have be
contracted to be sold at fixed prices, while theainder is comprised of the raw materials, worlpingress and finished goods of
production facilities, strategic inventories (suah consignment positions), and goods in transit. @hber receivables were $4
million as at December 31, 2014, compared to $60lébn as at December 31, 2013.

Assets held for sale, consisting of certain gore natural gas assets and an investment profrectgased to $131.1 million as
December 31, 2014, from $97.3 million as at Decen#de 2013, primarily as a result of thedlassification of assets previou
recognized as interests in resource propertieegplbration and evaluation assets. Real estatefbekhle decreased to $12.0 mill
as at December 31, 2014, from to $12.7 millionta@exember 31, 2013. Deposits, prepaid and ottsmtaslecreased to $7.7 mill
as at December 31, 2014, from $27.1 million asextebnber 31, 2013.

As at December 31, 2014, we had liabilities retatin assets held for sale of $15.3 million, pridyamtlating to decommissioni
obligations associated with such assets.

Short-Term Bank Loans and Facilities

As part of our operations, we establish, utilizel amaintain various kinds of credit lines and fdi@8 with banks and insure
Most of these facilities are short-term. Theselitaes are used in our day-ttay supply chain business and structured solt
activities. The amounts drawn under such facilitiestuate with the kind and level of transactidnesng undertaken.

As at December 31, 2014, we had credit facilit@gragating $772.8 million comprised of: (i) unsezlirevolving credit facilitie
aggregating $381.1 million from banks. The banksegeally charge an interest rate of inbamk rates plus an interest margin;
revolving credit facilities aggregating $92.7 nalii from banks for structured solutions, a spediatié¢ financing. The margin
negotiable when the facility is used; (iii) a n@eourse specially structured factoring arrangemsaitht a bank for up to a credit lin
of $200.3 million for our supply chain activitied/e may factor our receivable accounts upon invgi@hthe intebank rate plus
margin; (iv) foreign exchange credit facilities®63.8 million with banks; and (v) secured revolvirgdit facilities aggregating $3!
million. All of these facilities are either renewalon a yearly basis or usable until further notice

Long-Term Debt

Other than lines of credit drawn and as may betantling for trade financing and structured solwiactivities, as at Deceml
31, 2014, the maturities of our long-term debt wasdollows:

Maturity Principal Interest Total
(United States dollars in thousands)
2015 $ 56,97€¢ $ 7,947 $ 64,92:
2016 85,71z 6,60¢ 92,32(
2017 44,881 4,451 49,332
2018 39,31t 3,34C 42,65t
2019 29,09t 2,261 31,354
Thereafter 57,141 2,63C 59,771

$313,12. $27,237 $340,36:

Upon the acquisition of a narentrolling interest in a subsidiary in April 2014ur puttable financial liabilities we
derecognized. Please refer to Note 24 of our adidivadensed consolidated financial statementhi®oyéar ended December 31, 2
for further information.

In connection with our power plant in Alberta, wetained a five-year down payment financing in theant of €.5 million anc
a ten-year loan in the amount of €16.0 million wattblended interest rate of 2.675%, of whid64& million had been drawn as
December 31, 2014.

40



TABLE OF CONTENTS

We expect our maturing debt to be satisfied prilpatirough the settlement of underlying supply ch#&@ansactions, tra
financing transactions, including structured saologi transactions, cash on hand and cash flows dperations. Much of our maturi
debt may either subsequently be madawaiable to us by the applicable financial ingidin or we may replace such facilities v
new facilities depending upon particular capitauieements.

Please refer to Note 20 to our audited consolidéiteahcial statements for the year ended December2814 for furthe
information regarding interest rates, maturitied ather payment terms for our bank debts.

Future Liquidity

We expect that there will be acquisitions of bus§es or commitments to projects in the future. droeve the longerm goals ¢
expanding our assets and earnings, including thraaguisitions, capital resources will be requirBépending on the size o
transaction, the capital resources that will bauiregl can be substantial. The necessary resouritlelsengenerated from cash flo
from operations, cash on hand, borrowings agaiumsassets, sales of proprietary investments oisgumnce of securities.

Foreign Currency

Substantially all of our operations are conductedniernational markets and our consolidated firenesults are subject
foreign currency exchange rate fluctuations.

Our reporting currency is the United States doNde translate subsidiaries' assets and liabilitiess United States dollars at -
rate of exchange on the balance sheet date. Revamdeexpenses are translated at exchange ratexiapgting those at the date
the transactions. As a substantial amount of ree®mireceived in Euros, Chinese yuan and Canaditars, the financial position f
any given period, when reported in United Statebadk) can be significantly affected by the exchamgtes for these currenc
prevailing during that period.

In the year ended December 31, 2014, we reporteeta$19.9 million currency translation adjustmeossl under oth
comprehensive income within equity. This compa@aét losses of $31.4 million and $7.9 million @13 and 2012, respective
The increases in 2014 and 2013 were primarily altre$ a weaker Canadian dollar against the Un8&tes dollar.

Contractual Obligations

The following table sets out our contractual oltiiggas and commitments as at December 31, 2014 rinexiion with our long-
term liabilities.

Payments Due by Period”
(United States dollars in thousands)

Less than More than
Contractual Obligations @ 1 Year 1-3Years 3-5Years 5 Years Total
Long-term debt obligations, including interest $ 64,92: $141,65: $ 74,00¢ $ 59,777 $340,36:
Operating lease obligations 1,69¢ 2,09¢ 765 191 4,74¢
Purchase obligatiori¥ 65,81¢ 66,77¢ 57,66: 25,05¢ 215,31z
Other long-term liabilities — 5,95¢ 605 293 6,851
Total $132,43t $216,47: $133,04: $ 85,31¢ $567,27

Notes:

(1) Undiscounted

(2) This table does not include r-financial instrument liabilities and guarante
(38) This table does not include provisions for deconsinising obligations

(4) Including tak-or-pay contracts

Risk Management

Risk is an inherent part of our business and opgratctivities. The extent to which we properly aftectively identify, asses
monitor and manage each of the various types kfimgolved in our activities is critical to our fimcial soundness and profitabil
We seek to identify, assess, monitor and managddlleving principal risks involved in our businesstivities: market, cred
liquidity, operational, legal and compliance, neusiness, reputational and other. Risk managemeatnmiltifaceted process tt
requires communication, judgment and
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knowledge of financial products and markets. Ounaggment takes an active role in the risk manageprecess and requit
specific administrative and business functions $sist in the identification, assessment and comafolarious risks. Our ris
management policies, procedures and methodologgeffuid in nature and are subject to ongoing nevéad modification.

Inflation

We do not believe that inflation has had a maténgdact on our revenues or income over the pastfiseal years. Howeve
increases in inflation could result in increasesun expenses, which may not be readily recoverabike price of goods or servic
provided to our clients. To the extent that inflatiresults in rising interest rates and has otleese effects on capital market:
could adversely affect our financial position amdfipability.

Summary of Quarterly Results

The following tables provide selected financiabimhation for the most recent eight quarters preseim accordance with IFRS:

December 31, September 30, June 30, March 31,
2014 2014 2014 2014
(United States dollars in thousands,
except per share amounts)
Net sales $ 389,64¢ $ 389,42: $ 394,042 $ 229,147
Equity income 1,67C 2,33¢€ 3,294 2,22¢
Gross revenues 391,31¢ 391,75¢ 397,33¢ 231,37¢
Net (loss) incom(? (18,460 @ 6,41¢ 7,07¢€ 5,801
Basic (loss) earnings, per share (0.29) @ 0.1C 0.11 0.08
Diluted (loss) earnings, per share (0.29) @ 0.1C 0.11 0.08
December 31, September 30, June 30, March 31,
2013 2013 2013 2013
(United States dollars in thousands,
except per share amounts)
Net sales $ 220,707 $ 213,41¢ $ 166,97/ $ 205,73
Equity income 1,42¢ 2,19¢ 1,95¢ 1,52z
Total revenues 222,13¢ 215,61¢ 168,93¢ 207,25¢
Net income (loss® (12,562 @ 6,977 6,811 8,43¢
Basic (loss) earnings, per share (0.20) ® 0.11 0.11 0.13
Diluted (loss) earnings, per share (0.20)® 0.11 0.11 0.13

Notes:
(1) Netincome attributable to our sharehold

(2) Includes a nc-cash impairment loss on hydrocarbon propertie2@f4million (net of deferred tax recovery), or$0per shai
on a basic and diluted bas

(3) Includes a norash impairment loss on hydrocarbon propertiesAds #illion (net of deferred tax recovery), or $08er shar
on a basic and diluted bas

Application of Critical Accounting Policies

The preparation of financial statements in confeymiith IFRS requires our management to make estisnand assumptions t
affect the reported amounts of assets and liasliand disclosure of contingent assets and ligsiliat the date of the financ
statements and the reported amounts of revenuesxgetises during the reporting periods.

Our management routinely makes judgments and estimaebout the effects of matters that are inhgramtkertain. As tr
number of variables and assumptions affecting tisbgble future resolution of the uncertainties éase, these judgments bec
even more subjective and complex. We have idedtifigrtain accounting policies that are the mostoirigmt to the portrayal of o
current financial condition and results of openasioPlease refer to Note 1 to our audited condeliinancial statements includec
this annual report on Form 20-F for a discussiothefsignificant accounting policies.
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The following accounting policies are the most im@nt to our ongoing financial condition and reswf operations:

Valuation of Securities

Securities held for trading are measured at cumearket value. Any unrealized gains or losses anriges held for trading a
included in our results of operations.

Available-forsale securities are also measured at current maake¢ when current market value is available. Anyealizes
gains or losses are included in other compreherisagme. When there is any objective evidencedhatvailable-forsale security hi
experienced a decline in value, other than a teampodecline, the security will be written down tecognize the loss in t
determination of income. In determining whether tleeline in value is other than temporary, quotetket price is not the or
deciding factor, particularly for thinly traded seities, large block holdings and restricted shai®& also consider, but st
consideration is not limited to, the following facs: (i) the trend of the quoted market price amdihg volume; (ii) the investe
financial position and results for a period of y&&fii) any liquidity or going concern problems thfe investee; (iv) changes in
reorganization of the investee and/or its futursifess plan; (v) the outlook of the investee's &gy (vi) the current fair value of t
investment (based upon an appraisal thereof) vel&ti its carrying amount; (vii) our business péantl strategy to divest the securit
to restructure the investee; and (viii) the exserd/or duration of the decline in market value.

Recent market volatility has made it extremely idifft to value certain securities. Subsequent \valna, in light of factor
prevailing at such time, may result in significahanges in the values of these securities in fytereds. Any of these factors co
require us to recognize further impairments invhkie of our securities portfolio, which may haveaalverse effect on our result:
operations in future periods.

Classification of Assets Held for Sale

We apply judgment to determine whether an assspdgal group) is available for immediate saledrpitesent condition and tl
its sale is highly probable and therefore shouldlbssified as held for sale at the balance shatet ¢h order to assess whether
highly probable that the sale can be completedimitime year or the extension period in certainuritstances, our managernr
reviews the business and economic factors, bothavaatd micro, which include the industry trends aaplital markets. It is also of
to all forms of sales, including exchanges of nament assets for other nawrent assets when the exchange will have comal
substance in accordance with IAS P8operty, Plant and Equipment.

Impairment of Non-Financial Assets

We assess at the end of each reporting period wh#tare is any indication that an asset may beaiirag. If any such indicatic
exists, we shall estimate the recoverable amoutiteofsset. In assessing whether there is anyaitiolicthat an asset may be impai
we consider, as a minimum, the following indication

External sources of information

(a) during the period, the asset's market value haknéecsignificantly more than would be expectedaasult of th
passage of time or normal u

(b) significant changes with an adverse effect on tigyehave taken place during the period, or vdke place in the ne
future, in the technological, market, economic egdl environment in which the entity operates oth@a market t
which an asset is dedicate

(c) market interest rates or other market rates ofmatn investments have increased during the peaiod those increas
are likely to affect the discount rate used in ghkting an asset's value in use and decrease $fa¢'sagecoverak
amount materially

(d) the carrying amount of the net assets of the eistityore than its market capitalizatic
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Internal sources of information

(e) evidence is available of obsolescence or physialaje of an asse

(f) significant changes with an adverse effect on tiigyehave taken place during the period, or angeeted to take pla
in the near future, in the extent to which, or mamin which, an asset is used or is expected tosbd. These chang
include the asset becoming idle, plans to discaetiar restructure the operation to which an asskmigs, plans -
dispose of an asset before the previously expedaésl and reassessing the useful life of an assititesrather tha
indefinite; anc

(g) evidence is available from internal reporting tiraticates that the economic performance of an dsseir will be
worse than expecte

Provisions for Decommissioning Obligations

Our provisions for decommissioning obligations esgnt management's best estimate of the preserg wélthe future ca:
outflows required to settle the liability which kedts estimates of future costs, inflation, movetsen foreign exchange rates
assumptions of risks associated with the futuré casflows, and the applicable ristee interest rates for discounting the future
outflows. Changes in the above factors can reswdtéhange to the provision recognized by us.

Changes in decommissioning obligations are recovd#da corresponding change to the carrying anmohtelated propertie
Adjustments to the carrying amounts of related prtips can result in a change to future depletigepse.

Income Taxes

Management believes that it has adequately proviolethcome taxes based on all of the informatioat is currently availabl
The calculation of income taxes in many cases, keweequires significant judgment in interpretiag rules and regulations, wh
are constantly changing.

Our tax filings are also subject to audits, whiclild materially change the amount of current arférded income tax assets i
liabilities. Any change would be recorded as a ghaor a credit to income tax expense. Any cash payror receipt would |
included in cash from operating activities.

We currently have deferred tax assets, which arapcsed primarily of tax loss carfprwards and deductible tempor
differences, both of which will reduce taxable im@ in the future. The amounts recorded for defetamdassets are based u
various judgments, assumptions and estimates. ¥ésashe realization of these deferred tax assedsperiodic basis to determine
what extent it is probable that taxable profit v available against which the deductible tempgodiferences and the carfgrwarc
of unused tax credits and unused tax losses caitilized. We determine whether it is probable thlabr a portion of the deferred 1
assets will be realized, based on currently aviglatformation, including, but not limited to, tfhelowing:

» the history of the tax loss ca-forwards and their expiry date
o future reversals of temporary differenc

e our projected earnings; al

* tax planning opportunitie:

On the reporting date, we also reassess unrecabdierred tax assets. We recognize a previougigcognized deferred t
asset to the extent that it has become probahiéuthee taxable profit will allow the deferred tazset to be recovered.

We provide for future liabilities in respect of wmtain tax positions where additional tax may beegrayable in future perio
and such provisions are based on our managemsséssment of exposures. We do not recognize thedfdrred tax liability o
taxable temporary differences associated with itneests in subsidiaries, joint ventures and assesiahere we are able to control
timing of the reversal of the temporary differeneesl it is probable that the temporary differeneédknot reverse in the foreseea
future. We may change our investment decisionémtbrmal course of our business, thus resultiragditional tax liability.
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New Standards and Interpretations Adopted and Not ¥t Adopted
IFRIC 21 —Levies, referred to as “IFRIC 21", provides the followiggidance on recognition of a liability to pay lesi
* The liability is recognized progressively if theligiating event occurs over a period of tir

« If an obligation is triggered on reaching a minimtimeshold, the liability is recognized when thahimum threshold i
reached

IFRIC 21 was effective for annual periods beginnimgor after January 1, 2014. The application f tiew standard did not ha
significant impacts on our consolidated financtatements.

IFRS 9,Financial Instruments referred to as “IFRS 9; issued in July 2014 is the IASB's replacement db 129, Financial
Instruments: Recognition and Measurerr, referred to as “IAS 39'1FRS 9 includes requirements for recognition andsueement
impairment, derecognition and general hedge acowyrthe version of IFRS 9 issued in 2014 supersetierevious versions and
mandatorily effective for periods beginning on éieaJanuary 1, 2018 with early adoption permittedbject to local endorseme
requirements). Management has decided not to epgly IFRS 9 and is currently assessing the impafdiSRS 9 on our consolidatt
financial statements.

IFRS 15,Revenue from Contracts with Customereferred to as “IFRS 15%pecifies how and when an entity will recogr
revenue as well as requiring such entities to giewisers of financial statements with more infoiveatrelevant disclosures. T
standard provides a single, principles based die@ model to be applied to all contracts with eogrs. IFRS 15 was issued in V
2014 and applies to annual reporting periods béginan or after January 1, 2017. Management iseatir assessing the impacts
IFRS 15 on our consolidated financial statements.

Amendments to IFRS 11 were issued in May 2014 aacfiective for years beginning on or after Japuar2016, to be applie
prospectively. The amendments clarify that an agtjon of a joint interest in a joint operation thig a business should be accour
for and disclosed as a business combination inrdacce with IFRS 3usiness Combinationgeferred to as “IFRS 3'’Adoption of
these amendments is not expected to have a s@mifimpact on our consolidated financial statements

Amendments to IFRS 1@onsolidated Financial Statements)d IAS 28,Investments in Associates and Joint Venturegre
issued in September 2014 and are effective forsy&aginning on or after January 1, 2016, to beiegpbrospectively. Th
amendments require that upon loss of control afteigliary during its transfer to an associate ot jeenture, full gain recognition ¢
the transfer is appropriate only if the subsidiargets the definition of a business in IFRS 3. Qtfgs, gain recognition is appropri
only to the extent of third party ownership of thgsociate or joint venture. Adoption of these amesrds is not expected to he
significant impact on our consolidated financiatsments.

Trend Information
For a discussion of trends relating to revenuewel@from our royalty interest, please selée 4: Informatioron the Compan
— B. Business Overview — Business Segments — &apply Chairi.

Off-Balance Sheet Arrangements

We do not have any offalance sheet arrangements that have or are rédgdikaly to have a current or future effect onr:
financial condition, changes in financial conditisavenues or expenses, results of operationsdiigucapital expenditures or capi
resources that are material to investors.

We have outstanding issued guarantees held byxtemal trading and financial partners in connectigth our global suppl
chain activities. As at December 31, 2014, we lkaded guarantees of up to a maximum of $59.7 mjlli®ing the total potenti
principal amount that may be guaranteed thereudevhich $50.4 million were outstanding and hae¢ lmeen recorded as liabiliti
in our consolidated statement of financial positibhere has been no claim against the guarantees.

Safe Harbor

The safe harbor provided in Section 27A of the 8gea Act of 1933, as amended, and Section 21thefSecurities Exchan
Act of 1934, as amended, applies to forward-lookimfigrmation provided undefl— Off-Balance Sheet Arrangemeritand “ —
Liquidity and Capital Resource— Contractual Obligations.
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ITEM 6: DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. Directors and Senior Management

We have no arrangement or understanding with nmedjareholders, customers, suppliers or others putrsoavhich any of ot
directors or officers was selected as a directoof@icer. Each director holds office until the neatinual general meeting of «
shareholders or until his or her successor is &fect appointed unless such office is earlier \atat accordance with our Articles
with the provisions of th8usiness Corporations A¢British Columbia). The following table sets forthe names of each of ¢
directors and officers as at the date hereof:

Date of

Commencement
of Office

Name (Age) Present Position with our Company
Gerardo Cortina (59¥ President and Chief Executive Officer and Directo 2014

Samuel Morrow (30% Deputy Chief Executive Officer and
Chief Financial Officer 2014
Ferdinand Steinbauer (58) Treasurer 2014
Guy Konsbruck (50%) Executive Vice President 2014
Peter Kellogg (72§ Chairman, Director 2013
Michael J. Smith (66) Managing Director 1986
Dr. Shuming Zhao (629 Director 2014
Indrajit Chatterjee (69)(")®) Director 2005
Silke S. Stenger (46)(® Director 2013
William C. Horn 111 (51)™ Director 2013
Notes:

(1) Mr. Cortina was appointed President and Chief EtteeOfficer and a director in May 201

(2) Mr. Morrow was appointed Chief Financial Officerdane 2014

(3) Mr. Steinbauer was appointed Treasurer in May 2

(4) Mr. Konsbruck was appointed Executive \-President in May 201«

(5) Member of our Compensation Committ

(6) Dr. Zhao was appointed a director to fill the vaaareated by the passing of Robert lan Rigg indd&014.
(7) Member of our Audit Committer

(8) Member of our Nominating and Corporate Governanoe@ittee.

Gerardo Cortina — President and Chief Executivadeff

Mr. Cortina was appointed President and Chief EteelOfficer in May 2014. Mr. Cortina was managidgector of Posse
from 1986 until June 2014. Possehl has been aictitrading and distribution of metals, mineral puots, chemicals and ferroalloys
the iron and steel, foundry, refractory, plastigaints, animal feed and chemicals industries. Mnti@a has successfully develo)
export markets in Central America, the Caribbeath South America. Mr. Cortina has over 25 yearsxpeeience in the global supj
chain business. Mr. Cortina has a Master of Busingdministration from the Wharton School of Busmes the University (
Pennsylvania.

Samuel Morrow — Deputy Chief Executive Officer &tief Financial Officer

Mr. Morrow was appointed Chief Financial Officerdone 2014 and was appointed Deputy Chief Exec@ffieer in May 2014
Mr. Morrow is a Chartered Financial Analyst and wasst recently a Vice President of MFC in Viennaistkia. He has been a |
participant in the acquisitions of FESIL and Elsire2014. Before joining MFC, Mr. Morrow was VicedBident of Tanaka Capi
Management and Treasurer, Chief Financial Offioed &hief Operating Officer of the Tanaka Growth &uMr. Morrow is :
graduate of St. Lawrence University.

Ferdinand Steinbaue- Treasurer

Mr. Steinbauer was appointed Treasurer in Marchd26ik is currently also a Managing Director of MB8mmodities Gmb
and has held that position since 1998. Previoushsdrved as Treasurer for 20 years with KNP LeyRarstria (later acquired |
SAPPI). Mr. Steinbauer holds a degree from the #arstCommercial Academy in Graz and has over 35syeé experience
banking, structured trade finance and risk managéme
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Guy Konsbruck — Executive Vice - President

Mr. Konsbruck was appointed Executive Vieeesident in May 2014. He was previously the Chiedcutive Officer of FESIL
global sales companies since 2007. Prior theretow&s a cdeunder of Luxalloys, a predecessor to FESIL's ssalgbsidiary. M
Konsbruck holds an MBA from SHU Fairfield and igr@duate of the Unversité de Strasbourg II.

Peter Kellogc— Chairman and a Director

Mr. Kellogg has been a director of our company sibecember 2013. Mr. Kellogg was appointed Chairmfaour board ¢
directors in March 2014. He is currently the CHisdiecutive Officer of IAT Reinsurance Company, reddrto as “IAT".He was th
Senior Managing Director of Spear, Leeds & Kellogge of the largest market making and securitieargig firms in the U.S., un
2000, when it was acquired by Goldman Sachs. Miolg has been the Senior Advisory Director of Gudoch Sachs/Spear, Leed:
Kellogg. He served as the Chairman of Ziegler Camgzalnc. since 2003 and a director of Nam Tai #beics since 2000. He a
serves as a director of the Berkshire School aadtts. Olympic Ski Team. Previously, Mr. Kelloggse on the board of Adve
Group, MCM Corporation, Cityfed Financial Corp.tdrstate Air Taxi Inc. and Interstate/Johnson Lane,

Michael J. Smitl- Managing Director

Mr. Smith has been a director of our company sit#86 and was Chairman from 2003 to March 2014.9vith was appointe
our Managing Director in May 2014, having servedas President and Chief Executive Officer from @99 2000 and from 2010
May 2014 and Chief Financial Officer from 2010 taldh 2014. He was our Secretary until March 1, 2008 Smith was als
previously the President, Chief Executive OfficBecretary and a director of Mass and has servaeddagctor and officer of vario
public companies. Mr. Smith has experience in cagofinance and restructuring.

Dr. Shuming Zha+ Director

Dr. Zhao was a director of our company from 2004l ecember 2013 and was appointed to the board of directors in Me
2014. Dr. Zhao is the Chair Professor and HonoBesn of the School of Business, Nanjing Univergitghe People's Republic
China. He also serves as President of the IntemeltiAssociation of Chinese Management ResearcBNIR, Third Term), Vice-
President of Chinese Society of Management Modatioiz, President of the Jiangsu Provincial Assamiabf Human Resour
Management and VicBresident of the Jiangsu Provincial AssociatioBosiness Management and Entrepreneurs. Since D3¢
Zhao has acted as a management consultant forab&kinese and international firms. He has alseeskas a director of Dago N
Energy Corp. (China) since October 2011 and waisegtdr of Little Swan Company, Ltd. (China) frord@ to 2014. Dr. Zhao h
successfully organized and held eight internatisgadposia on multinational business managemenZitao had worked as a visiti
professor at Marshall School of Business, Univgrsit Southern California, U.S.A. in 1997 to 20030wN he is the Distinguish
Visiting Professor at the College of Business, @mity of MissouriSt. Louis, U.S.A. and Distinguished Visiting Prafes at Kat
Graduate School of Business, University of PittghutU.S.A. He has also lectured in various coustriecluding the United Stat
Canada, Japan, Singapore, South Korea, the Unitegd&m, Germany, the Netherlands, Portugal, andraliz.

Indrajit Chatterjee— Director

Mr. Chatterjee has been a director of our companges2005. He is a retired businessman who wasedymesponsible fc
marketing with the Transportation Systems DivisidrGeneral Electric for India. Mr. Chatterjee igperenced in dealing with Indi
governmental issues.

Silke S. Stenger — Director

Ms. Stenger has been a director of our companyesikggust 2013. She is an independent business ltamisand busine
leadership coach and was a former director of oeangany when our company was KHD Humboldt Wedagrhatigonal Ltd. fron
2003 to 2010 and was a director of KHD Humboldt \Agethternational AG from 2010 to 2012. Ms. Stengas the Chief Financi
Officer of Management One Human Capital Consultdrits from 2006 to 2011. Ms. Stenger is a certifamhtroller (Germa
Chamber of Commerce IHK) and IFRS accountant, sfigitig in corporate governance and Sarbanes-Qodeypliance.

William C. Horn Ill — Director

Mr. Horn has been a director of our company sineedbnber 2013. He is the President and Chief Opegraifficer of Firs
Angel Capital (since 2004), a boutique investmemh ffocusing on long/short and macro trading sgegg research, alternat
investments, private equity, lending and consultminstitutions for M&A and
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strategic financial workout and turnaround. Mr. Riserved as a Director of LMS Medical Systems, fraam 2008 to 2010, while al
acting as interim Chief Executive Officer and Chiéhancial Officer of LMS Medical Systems, Inc. owhe same period. Prior
First Angel Capital, he was employed by State $@=poration as Vic&resident of Risk Management and Compliance, ogarg
risk management and compliance for institutionalitggtrading and dinance for State Street Global Markets, State eSt
institutional trading division. Mr. Horn formerlyavked for Fidelity Investments in a number of cafies, including as VicdRresider
of Global Risk Management, Senior Counter-Partyd€nalyst and Mortgag&acked Security Trader. Mr. Horn graduated fron
Lawrence University with a degree in Economics.

Family Relationships

There are no family relationships between any ofdiectors and executive officers.

B. Compensation

During fiscal year ended December 31, 2014, we paidggregate of approximately $4.9 million in casmpensation to o
directors and officers, excluding directors' feds.other funds were set aside or accrued by oupeosduring the fiscal year enc
December 31, 2014 to provide pension, retiremestroilar benefits for our directors or officers puant to any existing plan provic
or contributed to by us.

Executive Officers

The following table provides a summary of compeiosapaid by us during the fiscal year ended Decenitie 2014 to ot
Managing Director, President and Chief Executivdid®f, Chief Financial Officer and each of our twwst highly compensat
executive officers (or persons acting in a similapacity) whose total compensation for the fisealrexceeded $150,000:

Non-equity incentive
compensation plan
compensation
@

Share- Long-
based Option- term Pension
awards based Annual incentive All other Total
Salary awards incentive value compensation compensation
Name and Principal Position $) (%) %) plans plans %) %)

Gerardo Cortina

President and Chief Executiy @

Officer 533,59¢ — — 140,00( — — 85,23¢ 758,83
Samuel Morrow

Chief Financial Officer and

Deputy Chief Executive

4 5
Officer| ©) 182,79¢ — 191,70(( ) 100,96¢ — — 11,902( ) 487,37
Michael J. Smith @
Managing Directof® 391,16: — — 103,66( — — 1,969,28: 2,464,10¢
Ferdinand Steinbauer ©
Treasuref® 353,88: — — 139,22¢ — — 5,05C 498,15¢
Guy Konsbruck ©
Executive Vice-Presidef? 291,71« — — 24,31( — — 24,731 340,75¢
Notes:

(1) All awards under MFC's n-equity incentive compensation plans are paid dutiedinancial year they were earn

(2) Consists of housing and car allowances and othetomary perquisite:

(3) Mr. Morrow was appointed as our Deputy Chief ExaemuOfficer in May 2014 and as our Chief Finanxficer in June 2014
(4) Calculated by the reference to the fair value diomys measured by Bla-Schole-Merton formula on the grant da

(5) Consists of housing allowance and other customergyisites
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(6) Mr. Smith ceased acting as our Chief Financial @ffiand Chairman in March 20!
(7) Consists of housing allowances, expenses and tatiminbenefits (see below

(8) Mr. Steinbauer was appointed as our Treasurer in 204.4.

(9) Consists of customary perquisit

(10) Mr. Konsbruck was appointed as Executive -President of a subsidiary in May 20:

Directors' Compensation

The following table provides a summary of compeiosapaid by us to, or earned by, the directors wf @mpany during tt
fiscal year ended December 31, 2014.

Director Compensation Table

Share- Option- Non-equity
Fees based based incentive plan Pension All other

Earned awards awards compensation value compensation Total
Name (6] (6] $) $) (6] (6] $)
Gerardo Cortin&" — — — — — — —
Peter Kellogg 55,87¢ — — — — — 55,874
Michael J. Smith? — — — — — — —
Dr. Shuming Zha®® 43,352 — — — — — 43,352
lan Rigg® 2,50C — — — — — 2,50C
Indrajit Chatterjee 89,65: — — — — — 89,652
Silke S. Stenger 114,652 — — — — — 114,65
William C. Horn Ill 58,37¢ — — — — — 58,37

Notes:

(1) Compensation provided to Mr. Cortina, in his capaas Chief Executive Officer is disclosed in table above under the heac
“ Executive Officer”.

(2) Compensation provided to Mr. Smith, in his adfyaas managing director is disclosed in the tadfleve under the heading “
Executive Officer”.

(3) Dr. Zhao ceased being a director in December 2ii3xas r-appointed as a director in March 2014 to fill aarcy.
(4) Mr. Rigg passed away in March 20:

A total of $0.4 million was paid to our directoisr fservices rendered as directors, or for committréicipation or assignmer
during our most recently completed financial yé&ur directors are each paid an annual fee of $80a0@ $2,500 for each directt
meeting attended as well as additional fees, adicapfe, for their respective participation on ofudit and Compensatis
Committees. We also reimburse our directors anitesf for expenses incurred in connection withrtiservices as directors &
officers.

Termination and Change of Control Benefits

Effective March 1, 2008, we entered into an indejgeh consulting agreement with Michael Smith, ¢wemt Chairman and Ch
Executive Officer, pursuant to which he providedisdting services to us. In the event that the emgent was terminated by us o
the event of a change of control, Mr. Smith wagtledtto receive a termination payment equal toshen of three times the aggrec
consulting fee paid to Mr. Smith in the previouslve months plus the higher of his current bonutherhighest bonus received
him in the previous five years prior to such teration. In 2014, we made a lump sum payment to Mhittsof $1.8 million in full an
final settlement of our obligations under the cdiisg agreement as a result of the occurrenceabfaamge of control under the term:
such consulting agreement.

2014 Employment Agreements
Michael Smith

In July 2014, we entered into a twear consulting agreement with Mr. Smith in coniwectwith his appointment as ¢
Managing Director. Pursuant to the agreement, anotimer things, we agreed to pay Mr. Smith an anhasé fee of $460,000 and
annual discretionary bonus and provide him certastomary perquisites. The
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agreement also entitles Mr. Smith to receive urder2014 Equity Incentive Plan, referred to hefasnthe “2014 Plan’which wa:
approved by our shareholders at our 2014 Annuak@érand Special Meeting of Shareholders held oveNdber 14, 2014, referred
as the “Meeting”: (i) 100,000 restricted stock gpitvhich shall “time onlyVvest as to 50% on the first anniversary of the pdate an
the balance on the second anniversary; and (ifppeance share units with a target value of 200%10fSmith's annual base fee
Mr. Smith's engagement with us is terminated byousiny reason other than for just cause or hgmesior good reason, he will
entitled to any accrued benefits, any unpaid ansoyatyable under our incentive plan for the yeariren@én or preceding tl
termination, and his base fee for the balanceetdahm following such termination.

Gerardo Cortina

We entered into an employment agreement with MrtiGa effective May 2014, in connection with hispaptment as ot
President and Chief Executive Officer. Pursuartheoagreement, we will pay Mr. Cortina an annuakbsalary of $650,000 (subj
to annual review) and an annual discretionary bang provide him certain customary perquisites. dageement also entitles !
Cortina to receive performance share units unde2014 Plan with a target value of no less thar?d 00 his base salary for eacl
the years ending December 31, 2014, 2015 and 2008. Cortina's employment is terminated by usestthan for just cause, or
Mr. Cortina for good reason, within six months oftenge of control, he will be entitled to any aect benefits, any unpaid amot
payable under our incentive plan for the year emdin or preceding the termination, any outstandiggity awards that may
granted in accordance with our incentive plan ahgh# sum payment of two times the sum of his tsadary in the previous twel
months plus the average bonus received by himeinhilee years prior to termination.

Samuel Morrow

We entered into an employment agreement with Mrrrble effective May 2014, in connection with his apgment as ot
Deputy Chief Executive Officer. Pursuant to theesgnent, we will pay Mr. Morrow an annual base gat#r$210,000 (subject
annual review) and an annual discretionary bonus @ovide him certain customary perquisites. Theeagient also entitles N
Morrow to receive performance share units under2@®4 Plan with a target value of at least 50% of Morrow's base salary 1
each of the years ending December 31, 2014, 20d2@b6. If Mr. Morrow's employment is terminatedusyother than for just cau
or by Mr. Morrow for good reason, within six montbsa change of control, he will be entitled to awvcrued benefits, any unp
amounts payable under our incentive plan for tree yading on or preceding the termination, anytanting equity awards that
be granted in accordance with our incentive plash@fump sum payment of one and a quarter timesuheof his base salary in
previous twelve months plus the average bonusveddiy him in the three years prior to termination.

Ferdinand Steinbauer

We entered into an employment agreement with MginBauer effective May 2014, in connection with &ppointment as o
Treasurer. Pursuant to the agreement, we will gajnSauer an annual base salary 82%000 (subject to annual review) anc
annual discretionary bonus and provide him certaistomary perquisites. The agreement also enfiflesSteinbauer to recei
performance share units under the 2014 Plan widrget value of at least 50% of Mr. Steinbauersebsalary for each of the ye
ending December 31, 2014, 2015 and 2016. If MrinBgier 's employment is terminated by us othem fba just cause, or by M
Steinbauer for good reason, within six months ohange of control, he will be entitled to any aectienefits, any unpaid amot
payable under our incentive plan for the year emdin or preceding the termination, any outstandiggity awards that may
granted in accordance with our incentive plan arldnap sum payment of one and a half times the stifmisobase salary in t
previous twelve months plus the average bonusveddiy him in the three years prior to termination.

Pension Plan Benefits
As of December 31, 2014, we did not have any ddflrenefit, defined contribution or deferred compeios plans for any of o
senior officers or directors.
C. Board Practices

In November 2014, to effect a special resolutioopgeld by our shareholders at the Meeting, we anteidtcle 11.1 of ou
Articles to remove the provision for thrgear staggered terms for our directors and replaséth a provision for annual direct
retirement from office and re-election on a oneryeam. As a result, each of our
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directors now holds office until the close of thexhannual general meeting of our shareholderstir his or her successor is elec
or appointed, unless such office is earlier vacaieatcordance with our Articles or with the praeiss of theBusinesCorporations
Act (British Columbia).

Other than as discussed elsewhere herein, themoaservice contracts between our company and fiayradirectors providin
for benefits upon termination of employment.

Our board of directors has established an Audit @dtae. Our Audit Committee currently consists mdiiajit Chatterjee, Silke !
Stenger and William C. Horn 1ll, who was appointedthe Audit Committee in March 2014. During theayended December &
2013 and until his passing in 2014, lan Rigg wasnienber of and served as the Chairman of our Audin@ittee. The Audi
Committee operates pursuant to a charter adopteldeblyoard of directors on October 26, 2013, a afpyhich is available online :
our website at www.mfcindustrial.com. The Audit Quittee is appointed by and generally acts on bedfalhe board of director
The Audit Committee is responsible primarily for mitoring: (i) the integrity of our financial statemts; (ii) compliance with leg:
and regulatory requirements; (iii) the independengealifications and performance of our independeuaditors; and (iv) th
performance and structure of our internal auditcfiom. The Audit Committee also reviews and appsoeeir hiring policies
establishes our procedures for dealing with comfgaioversees our financial reporting processescandults with management a
our independent auditors on matters related toaonual audit and internal controls, published foiaihstatements, risk assessnr
and risk management, accounting principles andiagdirocedures being applied.

Our board of directors has established a Compems&bmmittee. Our Compensation Committee currectlysists of Pete
Kellogg, Indrajit Chatterjee and Silke S. Stendpuring the year ended December 31, 2013 and ustpdssing in 2014, lan Rigg al
served on our Compensation Committee. Our Compiensabmmittee operates pursuant to a charter addpt¢he board of directo
on October 26, 2013, a copy of which is availabiéne at our website at www.mfcindustrial.com. TBempensation Committee
appointed and generally acts on behalf of the boaxirectors. The Compensation Committee is reside for reviewing our boat
compensation practices and our selection, reterdimh remuneration arrangements for our executifiees§ and employees a
reviewing and approving our Chief Executive Offlsecompensation in light of our corporate goals abgkctives. Except for plai
that are, in accordance with their terms or asiredwby law, administered by our board of director&nother particularly designat
group, the Compensation Committee also administes implements all of our incentive compensatioanpland equitpasec
compensation plans. The Compensation Committee ratsmmmends changes or additions to those plansiton® our successic
planning processes and reports to our board ottdire on other compensation matters. Our Chief ke Officer does not vot
upon or participate in the deliberations regardirggcompensation.

Our board of directors has established a Nominasing Corporate Governance Committee. Our Nominadimgy Corporat
Governance Committee currently consists of Indi@fiatterjee, Silkke S. Stenger and Dr. Shuming Zhdm was appointed to ti
Nominating and Corporate Governance Committee t20@uring the year ended December 31, 2013 aribhistpassing in 201«
lan Rigg also served on our Nominating and Corgorf@bvernance Committee. Our Nominating and Corpofabvernanc
Committee operates pursuant to a charter adoptexibgoard of directors on October 26, 2013, a aafpyhich is available online :
our website at www.mfcindustrial.com. The primamndétion of the Nominating and Corporate Governa@ommittee is to assist o
board of directors in developing our Corporate Goaace Guidelines and monitor the board and manageésmperformance agair
the defined approach. The Nominating and Corpo&ieernance Committee is also responsible for etialyahe board and boa
committees' structure and size and the independsfredsting and prospective directors, identifyengd reporting on candidates to
nominated to our board of directors, reporting lwa hboard's annual performance and overseeing ouegs for providing informatic
to the board.

D. Employees
At December 31, 2014, 2013 and 2012, we employpdoapnately 809, 951 and 955 people, respectiy
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E. Share Ownership

There were 63,092,272 common shares, 2,325,00@ stattons and no share purchase warrants issuedastanding as

March 30, 2015. Of the common shares and stoclmptissued and outstanding on that date, our direeind senior officers, w
served in such positions at any time during theafiyear ended December 31, 2014, beneficially ovthe following common shar
and held the following stock options:

Percentage of total

Common shares common shares Stock options
beneficially owned outstanding held

Name and principal position (#) (%) (#)
Peter Kellogg @

Chairman and Directdp 20,662,40! 32.7% —
Michael J. Smith

Managing Director, Director and former Chairmanijeth @)

Executive Officer and Chief Financial Officér 272,727 0.4% 190,00(
Dr. Shuming Zhao @

Director® Nil — 55,00(
Indrajit Chatterjee @)

Director — — 55,00(
Silke S. Stenger

Director — — —
William C. Horn IlI

Director 618 —* —
Gerardo Cortina ®)

President and Chief Executive Officer and Diretor 509,82( 0.8% —
Samuel Morrow

Deputy Chief Executive Officer and ®)

Chief Financial Officef” 2,49C —* 100,00(
Ferdinand Steinbauer @

Treasurer 241,43¢ 0.4% 200,00(
Guy Konsbruck

Executive Vice-President 7,70C —* —

Notes:

@)

)

®)
(4)
®)
(6)

@)
®)

*

Mr. Kellogg was appointed Chairman in March 2014. Kellogg controls 13,405,000 of our common shainesugh IAT. In hi:
public filings, Mr. Kellogg disclaims beneficial o@rship of any shares owned by IAT. In additionhis public filings, Mr
Kellogg disclaims beneficial ownership of 1,200,@a0nmon shares of our company owned by his wifetidg Kellogg.

Mr. Smith ceased acting as our Chief Financial €@ffiand Chairman in March 2014 and Chief Execuificer in May 2014
Mr. Smith was appointed our Managing Director iny\2®14.

The options are exercisable at a price of $7.8permon share and expire on January 1, 2
Dr. Zhao ceased being a director in December 28#13xas r-appointed as a director in March 2014 to fill aaraxy.
Mr. Cortina was appointed President and Chief EtreeDfficer in May 2014

We entered into a share purchase agreement wittCiiltina in April 2014, pursuant to which he mayjice an addition:
50,000 of our common shares per year from 2014085 4f Possehl achieves certain annual milestoRk=ase see Item 7
Major Shareholders and Related Party Transacti— B. Related PartTransactions” for further information

Mr. Morrow was appointed Deputy Chief Executive iGéf in May 2014 and Chief Financial Officer in &.2014.
The options are exercisable at a price of $8.0permon share and expire on April 2, 20
Less than 0.1%
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2014 Equity Incentive Plan

At our annual and special meeting of our sharehsldeld in November 2014, our shareholders passesiadution approving o
2014 Plan to further align the interests of empésyand directors with those of our shareholdergrbyiding incentive compensati
opportunities tied to the performance of our comnstiares and promoting increased ownership of ommuan shares by su
individuals. The 2014 Plan replaced our 1997 SiOgkion Plan and our 2008 Incentive Plan and anpgplEmanating or derivil
therefrom, collectively referred to as the “Pridais”; provided, however, that each applicable Prior Ridihcontinue to govern pric
awards granted under such Prior Plan until all d&granted under such Prior Plan prior to Novenider2014 have been exercis
forfeited, cancelled, expired or otherwise termédain accordance with the terms thereof.

Pursuant to the terms of the 2014 Plan, our boérdirectors, our Compensation Committee or suctetommittee as
appointed by our board of directors to administex 2014 Plan, may grant stock options, restrictedksrights, restricted stoc
performance share awards, performance share umitsstock appreciation rights under the 2014 Platabdish the terms a
conditions for those awards, construe and intetpee2014 Plan and establish the rules for the Z044's administration. Such awe
may be granted to employees, remployee directors, officers or consultants of aurany affiliate or any person to whom an offe
employment with us or any affiliate is extendedclsewommittee has the authority to determine whicipleyees, noremploye:
directors, officers, consultants and prospectivelegees should receive such awards.

The maximum number of our common shares that magsb@ble pursuant to all awards granted unde2@id Plan is 2,877,0
common shares, being 2,000,000 plus the numbesrofron shares available for awards under the PlaorsRas of the effective di
of the 2014 Plan. Notwithstanding the foregoing, thaximum number of shares that may be issuedcastime stock options unc
the 2014 Plan is 2,000,000. Forfeited, cancelletirned and lapsed awards are not counted agha2t@00,000 common shares. ,
awards granted under the 2014 Plan, or portionedhethat are settled in cash and not by issuaficar common shares are
counted against the foregoing limits. No awards hadn issued pursuant to the 2014 Plan as at Decedih 2014. There we
2,877,018 awards available for grant under the a4 as at December 31, 2014.

As at December 31, 2014, the following option awanetre outstanding under the Prior Plans: (i) 15 stock options unc
our 1997 Stock Option Plan; and (ii) 860,000 stopkons under our 2008 Incentive Plan.
ITEM 7: MAJOR SHAREHOLDERS AND RELATED PARTY TRAN SACTIONS
A. Major Shareholders

There were 63,092,272 common shares issued an@ioditsy as of March 30, 2015. The following takeésdorth, as of the d¢
hereof, persons known to us to be the beneficialevwf more than five percent (5%) of our commoarek:

Name Amount Owned Percent of Class?
)
Peter Kellogg 20,662,401 32.7%
(3)
Lloyd I. Miller, 1lI 4,393,48: 7.0%
Notes:

(1) Based on 63,092,272 common shares issued andralitgfeon March 30, 201!

(2) Mr. Kellogg controls 13,405,000 of our common skatierough IAT. In his public filings, Mr. Kelloggistlaims benefici
ownership of 13,405,000 of the shares, or approtdim®1.2% of the issued and outstanding commoneshawned by IAT. |
addition, in his public filings, Mr. Kellogg disdtas beneficial ownership of 1,200,000 common shafesir company owned
his wife, Cynthia Kellogg

(3) Based on Schedule 13D/A filed with the SEC on Mdrigh2015

As of March 30, 2015, there were 63,092,272 comistmares issued and outstanding held by 400 registrareholders. ¢
those common shares issued and outstanding, 632Z®B%0mmon shares were registered in the UniteteSt861 registert
shareholders).

The voting rights of our major shareholders do differ from the voting rights of holders of our ska who are not maj
shareholders.

Peter Kellogg may be considered to control our camgpas a result of, among other things, his owmeshapproximately 32.7
of our common shares and his position as a dirextaur board of directors. However, on Februar20,4, we entered into a mut
settlement agreement with Peter Kellogg and IATspant to which,
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among other things, Mr. Kellogg and IAT agreed bada by customary standstill provisions for ar@@nth period, subject to earl
termination in accordance with its terms. Pleaderrto “ Item 10: Additional Information — C. Material Coatits” for furthel
information.

There are no arrangements known to us, the operafizvhich may at a subsequent date result in ag#hén the control of o
company.

B. Related Party Transactions

Other than as disclosed herein, to the best oknawledge, since January 1, 2014, there have beenaterial transactions
loans between our company and: (a) enterprisesiifetly or indirectly through one or more intemfiggies control or are controll
by, or are under common control with, our compafny;associates; (c) individuals owning, directlyiodirectly, an interest in tl
voting power of our company that gives them sigaifit influence over our company, and close membkemny such individual
family; (d) key management personnel of our compéamgiuding directors and senior management ofcomnpany and close memb
of such individuals' families; and (e) enterprigesvhich a substantial interest in the voting povwgeowned, directly or indirectly, |
any person described in (c) or (d) or over whicthsa person is able to exercise significant infagen

In the normal course of operations, we enter irdngactions with related parties, which includepagothers, affiliates where
we have a significant equity interest (10% or manebhe affiliates or have the ability to influentee affiliates' or our operating &
financing policies through significant shareholdimgpresentation on the board of directors, cotpocharter and/or bylaws. T
affiliates also include certain of our directorsir d’resident, Chief Executive Officer, Chief Finah®fficer, Corporate Treasur
Chief Operating Officer and their close family mesrd These related party transactions are madenits dength transactions
normal market prices and on normal commercial terms

In addition to transactions disclosed elsewhe@uinfinancial statements for the year ended Dece®@be2014 and in this anni
report on Form 20-F, we had the following transattiwith affiliates during the year ended Decengdgr2014:

(United States dollars
in thousands)

Purchases of goods for sée $ (17,51¢)

Sale of Goods 2,711

Royalty expense paid and payable (257)

Fee income 55

Reimbursement of office and expenses at cost tceatdr® (106)

Termination payment to former Presidéht (1,770
Notes:

(1) Related to transactions with two processing faeslitwhich are owned by one of our former subsiearOne of our employe
and one of our directors held unpaid positionshenttoard of directors of the parent company ofotlueer of these facilities un
July 2014.

(2) The director (who is also our former President @hief Executive Officer) provided office space amulvices to us at co:

(3) Pursuant to a consulting agreement, our formeridesand Chief Executive Officer was entitled tteamination payment
$1.8 million upon the termination of his consultiagreement

As at December 31, 2014, we had $1.1 million ofi¢raeceivables due from related parties, all agiginthe normal course
business.

In April 2014, we entered into a share purchaseegent with the holder of the puttable instrumeérrfcial liabilities, referre
to as the “Put Holder"whereby we acquired from the Put Holder his 40%itggshares in Possehl. Upon the execution o
agreement, the puttable instrument was termindtkd.purchase price consisted of 509,820 of our comahares (which would
delivered upon occurrence of an event (as definglleé agreement), the latest being in 2025) anshéingent purchase price wheri
50,000 of our common shares would be issued td°tlieHolder for each year from 2014 to 2025 if Pbksehieves an annual |
income milestone as computed under IFRS for the yedune 2014, the share purchase agreementmesi@d whereby the 509,¢
of our common shares were released to the Put Hétlewing the approval of the New York Stock Exclye, referred to as 1
“NYSE”, (which was received in June 2014) and the contingarthase price was reduced to be payable for ysahfrom 2014 t
2024. All other terms remain unchanged. The Putdelolvas appointed to our board of directors andwasPresident and Ch
Executive Officer in May 2014.
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C. Interests of Experts and Counsel

Not applicable.

ITEM 8: FINANCIAL INFORMATION
A. Consolidated Statements and Other Financial Infomation

Effective January 1, 2010, we adopted IFRS follgvapproval from the Canadian Securities Administsatunder Nation
Instrument 52-107 -Acceptable Accounting Principles, Auditing Standaahd Reporting Currency The consolidated financ
statements have been prepared in compliance wRB.ISee Item 18: Financial Statemenits

Legal Proceedings

We are subject to routine litigation incidentaldor business and are named from time to time asfendant in various lec
actions arising in connection with our activitiegrtain of which may include large claims for pivatdamages. Further, due to
size, complexity and nature of our operations,owilegal and tax matters are outstanding from tonéme, including a current
ongoing audit by the Canadian taxation authorityoof domestic and international transactions cogethe 2006 to 2010 taxati
years. Currently, based upon information availables, we do not believe any such matters woule flzamnaterial adverse effect uj
our financial condition or results of operationgwtever, due to the inherent uncertainty of litigatiwe cannot provide certainty a:
their outcome. If our current assessments are fafiyeincorrect or if we are unable to resolve afythese matters favorably, th
may be a material adverse impact on our finan@egiopmance, cash flows or results of operations.

Dividend Distributions

On January 10, 2011, we announced that our boadir@itors had adopted an annual dividend policgyiding for an annu.
dividend based on the annual dividend yield ofNfveSE Composite Index for the preceding year plub&4&s points.

In the first quarter of 2015, we announced thahae determined to return capital to shareholdenmbgetizing certain of our ¢
and gas assets and distributing the net proceedsath We will not pay a quarterly cash dividen@@1i5.

The actual timing, payment and amount of dividepdisl on our common shares is determined by ourdooidirectors, bast
upon things such as our cash flow, results of djmers and financial condition, the need for funddibhance ongoing operations ¢
such other business considerations as our boatiulenftors considers relevant.

Our board of directors declared the following arruzesh dividends per common share, payable indoarterly installments, fi
the three most recently completed financial years:

2012 2013 2014
Dividend declared $ 022 $ 0.24 $ 0.24

The following dividends per common share were jplaidng our three most recently completed finangésrs:

Dividend paid

2012

February 10 $ 0.05

April 10 $ 0.05

July 13 $ 0.0€

October 26 $ 0.06
2013

February 8 $ 0.0€

April 1 $ 0.0€

July 30 $ 0.06

October 28 $ 0.0€
2014

April 22 $ 0.0€

August 8 $ 0.0€

October 27 $ 0.0€

An additional $0.06 installment of the 2014 caslid#ind was paid on January 5, 20
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B. Significant Changes
Please refer to Item 4: Information on the Company — A. History @wlelopment of the Compahynd Note 36 of our annt
financial statements included herewith for a disaus of significant events that have occurred dtecember 31, 2014.
ITEM 9: THE OFFER AND LISTING
A. Offer and Listing Details

Since June 18, 2007, our common shares have be¢adgon the NYSE, currently under the symbol “MIThe following tabli
sets forth the high and low quoted prices of oumemn shares on the NYSE for the periods indicated.

High ($) Low ($)
Annual Highs and Lows
2014 8.2 5.20
2013 10.3¢ 7.25
2012 8.8C 6.65
2011 9.0C 6.17
2010 16.1C 6.60
Quarterly Highs and Lows
2015
First Quartef? 7.04 3.66
2014
Fourth Quarter 7.17 5.20
Third Quarter 8.2C 7.11
Second Quarter 8.11 7.07
First Quarter 8.25 6.97
2013
Fourth Quarter 8.73 7.25
Third Quarter 9.05 7.94
Second Quarter 9.15 7.88
First Quarter 10.3¢ 8.59
Monthly Highs and Lows
March 2015% 4.65 3.66
February 2015 4.62 4.13
January 2015 7.11 4.12
December 2014 7.11 5.20
November 201: 6.37 5.82
October 2014 7.17 5.71

Note:
(1) Until March 27, 2015

The transfer of our common shares is managed byraosfer agent, Computershare, 480 Washingtonesacd, Jersey City, |
07310 (Tel: 201-680-5258; Fax: 201-680-4604).

B. Plan of Distribution
Not applicable.

C. Markets
Our common shares are quoted on the NYSE undesythbol “MIL”".

D. Selling Shareholders
Not applicable
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E. Dilution
Not applicable.

F. Expenses of the Issue

Not applicable.

ITEM 10: ADDITIONAL INFORMATION
A. Share Capital
Not applicable.

B. Memorandum and Articles of Association
We are organized under the laws of the Provindgribish Columbia, Canada and have been assigneduimder BC0778539.
Our Articles do not contain a description of oujealts and purposes.

Our Articles do not restrict a director's powervtite on a proposal, arrangement or contract in kttie director is material
interested, vote on compensation to themselvesprother members of their body in the absence ofmdependent quorum
exercise borrowing powers. There is no mandatdiseraent age for our directors and our directoesrast required to own securit
of our company in order to serve as directors.

Our authorized capital consists of an unlimited bamof common shares without par value, an unlinitember of Class
common shares without par value and an unlimitedbrar of Class A preferred shares without par value. Class A preferred sha
may be issued in one or more series and our dieatay fix the number of shares that is to compeiseh series and designate
rights, privileges, restrictions and conditiongelkting to each series.

Holders of our common shares may receive dividevitisn, as and if declared by the board, subjedtegpteferential divider
rights of any other classes or series of prefestates issued and outstanding. In no event mayi@edd be declared or paid on
common shares if payment of the dividend would eahs realizable value of the assets of our compate less than the aggre¢
of its liabilities. Holders of our common sharee antitled to one vote per share at any meetirghafeholders of any class of comr
shares and, in general and subject to applicabledd matters will be determined by a majoritywaftes cast other than fundame
changes with respect to our company. The commoresbklers are entitled, in the event of a distidrubf assets of our company
the liquidation, dissolution or winding-up of oupropany, referred to as a “Liquidation Distributiortd receive, before ai
Liguidation Distribution is made to the holderstioé Class A common shares or any other sharesrafomopany ranking junior to t|
common shares, but after any prior rights of anguwfpreferred shares, the stated capital witheesip each common share helc
them, together with all declared and unpaid divitterfif any and if preferential) thereon, up to tih@te of such Liquidatic
Distribution, and thereafter the common shared shak pari passuwith all other classes of our common shares in eotion with th
Liguidation Distribution.

The rights and restrictions attaching to our Clasommon shares are the same as those attachmwg tmmmon shares, exc
that, in the event of a Liquidation Distributiofet holders of the Class A common shares are ehtitlereceive such Liquidati
Distribution only after any prior rights of the feered shares and common shares or any other sdvddmg prior in right to the Cla
A common shares.

Our Class A preferred shares of each series rar&kmarity with our Class A preferred shares of ather series and are entit
to a preference over our common shares with regpdbie payment of dividends and the distributibragsets or return of capital
the event of liquidation, dissolution or winding-apour company.

The provisions in our Articles attaching to our coon shares and Class A preferred shares may bedl@mended, repeal
suspended or changed by the affirmative vote ofhtilders of not less than two-thirds of the comrsbares and twéhsirds of the
Class A preferred shares, respectively, presemison or by proxy at any such meeting of holders.

Our Articles provide for the election of direct@seach annual general meeting. Each director haifitse until the next annu
general meeting of our shareholders or until hezsessor is elected or appointed, unless his ofiearlier vacated in accordance \
our Articles or with the provisions of tlgusiness Corporations A¢ritish Columbia).
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An annual meeting of shareholders must be heldielt $ime in each year that is not later than fiiteeonths after the la
preceding annual meeting and at such place asaaud lof directors, or failing it, our Chairman, Meying Director or President, m
from time to time determine. The holders of noslégan five percent of our issued shares that ¢heyight to vote at a meeting m
requisition our directors to call a meeting of teniders for the purposes stated in the requisilitve quorum for the transaction
business at any meeting of shareholders is twoopsra/ho are entitled to vote at the meeting in gersr by proxy. Only persot
entitled to vote, our directors and auditors areet who, although not entitled to vote, are otlisventitled or required to be prese¢
are entitled to be present at a meeting of shadehsl

Except as provided in tHavestment Canada Acthere are no limitations specific to the rightsion-Canadians to hold or vo
our common shares under the laws of Canada osBi@blumbia, or in our charter documents. Seeeh#an of this annual report «
Form 20-F entitled ‘Exchange Control§ below for a discussion of the principal featudsthe Investment Canada Ador non-
Canadian residents proposing to acquire our conmshares.

As set forth above, our Articles contain certaioisions that would have an effect of delaying,edehg or preventing a chan
in control of our company, including authorizingettssuance by our board of directors of prefertedksin series, and limiting tt
persons who may call special meetings of sharersl@ur Articles do not contain any provisions twauld operate only with respe
to a merger, acquisition or corporate restructughgur company. In addition, on November 18, 2048,adopted an advance nol
policy, which, among other things, fixes a deadliyewhich director nominations must be submittedisoprior to our meetings
shareholders and sets forth the information thattrba included in such notice in order $nich nominee to be eligible for election.
the case of an annual meeting, notice must be divers not less than 30 nor more than 65 days pridthe date of such meetir
provided that if the meeting is to be held on a&dhat is less than 50 days after the date on wthielffirst public announcement of t
date of such meeting was made, notice may be givdater than the close of business on the 10tHaywing such announcemel
In the case of a special meeting called for thep@se of electing directors that is not also an ahmeeting, notice must be provid
to us no later than the close of business on the Iy following the day on which the first publioreouncement of the date of st
special meeting was made.

Our Articles do not contain any provisions govegnithe ownership threshold above which shareholdareoship must b
disclosed.

Our Atrticles are not significantly different frorhe requirements of thBusiness Corporations A¢British Columbia) and th
conditions imposed by our Articles governing change capital are not more stringent than what iguired by theBusines:
Corporations Ac{British Columbia).

C. Material Contracts

The following summary of certain material provissoof each agreement referenced below is not compled these provisiol
are qualified in their entirety by reference to thiktext of such agreement.

On February 7, 2014, we entered into an agreemiéhtReter Kellogg and IAT in connection with thettiament of litigatior
between the parties. Pursuant to such agreementigaother things, each party agreed to providether with a mutual release a
Mr. Kellogg and IAT agreed to abide by certain ousary standstill provisions for a 38enth period, subject to earlier terminatior
accordance with its terms.

On November 11, 2013, we entered into a SharehdRights Plan Agreement, referred to as the “Rightan”, with
Computershare Inc., as Rights Agent. The Righta Rias terminated in March 2014 by our board ofdo®s in accordance with i
terms. Please refer tdtem 14: Material Modifications to Rights of SedyrHolders and Use of Proceetfor further information.

D. Exchange Controls

There are presently no governmental laws, decreesgulations in Canada that restrict the exporinguort of capital or the
impose foreign exchange controls or affect the ttamie of interest, dividends or other paymentsidafesident holders of ol
common shares. However, any remittances of divisdeondshareholders not resident in Canada are sutgjiewithholding tax ir
Canada. Seeltem 10: Additional Information — E. Taxatién

Except as provided in tHavestment Canada Acthere are no limitations specific to the rightsion-Canadians to hold or vo
our common shares under the laws of Canada osBi@blumbia or in our charter documents. The folhgasummarizes the princip
features of thénvestment Canada Afidr non-Canadian residents proposing to acquirecoommon shares.

This summary is of a general nature only and is nointended to be, and should not be construed to bksgal advice to any
holder or prospective holder of our common sharesral no opinion or representation to any
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holder or prospective holder of our common sharessi hereby made. Accordingly, holders and prospectivbolders of our
common shares should consult with their own legaldwvisors with respect to the consequenced purchasing and owning our
common shares.

The Investment Canada Adgoverns the direct or indirect acquisition of cohtof an existing Canadian business by non-
Canadians. Under thimvestment Canada Agtnon-Canadian persons or entities acquiring “@adhifas defined in thdnvestmen
Canada Act) of a corporation carrying on business in Canagaraquired to either notify, or file an applicatifor review with,
Industry Canada, unless a specific exemption, a®wein thelnvestment Canada Actapplies. Industry Canada may review
transaction that results in the direct or indir@oquisition of control of a Canadian business, wtke gross value of corporate as
exceeds certain threshold levels (which are hidgbeinvestors from members of the World Trade Oigation, including Unitec
States residents, or World Trade Organization merobetrolled companies) or where the activity of thesiness is related
Canada's cultural heritage or national identity.March 25, 2015, the Canadian Government annoutheedeffective April 24, 201!
the current gross asset value review threshold bgelhdustry Canada would be replaced by an erigerpralue review threshol
where enterprise value would be calculated asvi@lidi) in the case of a publicly traded Canadiariftess, as the company's ma
capitalization, plus its non-operating liabilitieajnus its cash and cash equivalent; (ii) in theecaf a norpublicly traded Canadic
business, as the acquisition value, plus the cogpaoneperating liabilities, minus its cash and cash egjents; and (iii) in the ca:
of an asset acquisition, as the purchase prices file assumed nayperating liabilities, minus the transferred castu aast
equivalents.

No acquisition of control will be deemed to havecurced, for purposes of tHavestment Canada Attut subject to certai
exceptions, if less than one-third of the votingrels of a Canadian corporation is acquired by aesior. In addition, thinvestmen
Canada Actpermits the Canadian government to review any imvest where the responsible Minister has reasongitdands tc
believe that an investment by a nGanadian could be injurious to national securitybere the responsible Minister determines tl
has been an acquisition of control in fact by aestavned enterprise. No financial threshold appliea twational security review al
lower financial thresholds apply to statemed enterprises. The Minister may deny the imuest, ask for undertakings, provide tel
or conditions for the investment or, where the stieent has already been made, require divestmerte® can occur before or afi
closing and may apply to corporate re-organizatighsre there is no change in ultimate control.

If an investment is reviewable under thwestment Canada Actan application for review in the form prescribisdhormally
required to be filed with Industry Canada priorthe investment taking place and the investment n@ybe implemented until t
review has been completed and the Minister respten&r thelnvestment Canada A satisfied that the investment is likely to be
net benefit to Canada. If the Minister is not Sads that the investment is likely to be of net éfinto Canada, the no@anadiar
applicant must not implement the investment othéf investment has been implemented, the applioaytbe required to divest itsi
of control of the Canadian business that is thgestilof the investment. The Minister is requirecptovide reasons for a decision t
an investment is not of net benefit to Canada.

Certain transactions relating to our common shaiisgenerally be exempt from thivestment Canada Agtsubject to thi
Minister's prerogative to conduct a national seégugview, including:

(a) the acquisition of our common shares by a persahenordinary course of that person's business tesdar or dealer
securities

(b) the acquisition of control of our company in contigat with the realization of security granted foltoan or other financi
assistance and not for a purpose related to théspros of thelnvestment Canada Actprovided such acquisitions .
subject to approval under tBank Act, theCooperative Credit Associations Adhelnsurance Companies Aot theTrus!
and Loan Companies A; and

(c) the acquisition of control of our company by reasbmn amalgamation, merger, consolidation or cargoreorganizatio
following which the ultimate direct or indirect doal in fact of our company, through ownership @ @ommon share
remains unchange

An acquisition of control of our company in connentwith the realization of security granted fodaan or other financie
assistance and not for a purpose related to thésgos of thelnvestment Canada Awtill not be reviewable under tHavestmen
Canada Acif the acquisition is not subject to approval unterBank Act, the Cooperative Credit Associations Acthe Insurance
Companies Aabr theTrust and Loan Companies Act
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E. Taxation
Material Canadian Federal Income Tax Consequesce

The discussion under this heading is a general sargnof the principal Canadian federal income taxssmuences pursuant to
Income Tax Act (Canada), referred to as the “Tax’,Acf holding and disposing of our common shares fahareholder of o
company who, at all relevant times and for purpadeke Tax Act and the Canadllmited States Tax Convention (1980), as amel
referred to as the “Treatyi$ not, and is not deemed to be, a resident of @arend is solely a resident of the United Stasesntitlec
to all of the benefits under the Treaty, holds ssitéres as capital property, deals at afength and is not affiliated with us, and, ¢
not use or hold, is not deemed to use or hold ommgon shares in, or in the course of, carrying usirtess in Canada, referred to
“U.S. Shareholder”.

This summary is based upon the current provisidriseoTax Act, the regulations thereunder, refetreds the “Regulationsthe
current publicly announced administrative and asegspolicies of the Canada Revenue Agency and'thaty. This summary al
takes into account the amendments to the Tax Attla Regulations publicly announced by the MimisteFinance (Canada) prior
the date hereof, referred to as the “Tax Proposalsd assumes that all such Tax Proposals will betedan their present fori
However, no assurances can be given that the TepoBRals will be enacted in the form proposed, callatThis summary is n
exhaustive of all possible Canadian Federal inctareconsequences applicable to a holder of our comshares and, except for
foregoing, this summary does not take into accourgnticipate any changes in law, whether by lagigt, administrative or judici
decision or action, nor does it take into accounwincial, territorial or foreign income tax legigion or considerations, which
differ from the Canadian Federal income tax consages described herein.

This summary is of a general nature only and is nointended to be, and should not be construed to bkegal, business ¢
tax advice to any particular holder or prospectiveholder of our common shares and n@pinion or representation with respec
to the tax consequences to any holder or prospecgivholder of our common shares is hereby made. Accordingly, holdeend
prospective holders of our common shares shoultbnsult their own tax advisors with respect to théncome tax consequences
purchasing, owning and disposing of our common shas in their particular circumstances.

Dividends

Dividends paid on our common shares to a U.S. &béder will be subject under the Tax Act to withtiog tax, which tax |
deducted at source by us. The withholding tax f@telividends prescribed by the Tax Act is 25% this rate may be reduced un
the provisions of an applicable tax treaty. Thealydimits the withholding tax rate to 15% on digitis paid to a U.S. Shareho
who holds less than 10% of our voting shares. 5% Pate may be further reduced to 5% where the 8h@reholder is a corporat
that owns at least 10% of our voting shares.

Capital Gains

A U.S. Shareholder will not be subject to tax untther Tax Act on any capital gain realized on aa#on of our common shai
unless the common shares constitute “taxable Cangmoperty”as defined in the Tax Act, of the holder at theetiofi the dispositic
and such gain is not otherwise exempt from tax otieeTax Act pursuant to the provisions of an egaylle income tax convention.

Generally, a common share of our company will nettéixable Canadian property to a U.S. Shareholdar garticular tim
provided that such share is listed on a “designatedk exchangewhich currently includes the NYSE), as definedhie Tax Act
unless at any time during the 6@nth period immediately preceding the dispositipithe U.S. Shareholder, persons with whorr
U.S. Shareholder did not deal at arm's lengthnpaships in which the U.S. Shareholder or suchoper$iold a membership inter
(directly or indirectly through one or more partst@ps) or the U.S. Shareholder together with athspersons or partnerships ow
25% or more of the issued shares of any classrissef shares of our capital stock and (i) mdrant50% of the fair market value
the particular share was derived directly or inctisefrom one or any combination of real or immoleaproperty situated in Cana
“Canadian resource property”, as defined in the Aetx “timber resource propertygs defined in the Tax Act, and options in res
of, or interests in, or for civil law rights in, wsuch properties (whether or not such propertgteki Notwithstanding the foregoing
certain circumstances set out in the Tax Act, mmmon shares could be deemed to be taxable Canpdiparty to a nomesiden
holder. U.S. Shareholders, whose shares may amestéxable Canadian property, should consult thein tax advisors for advi
having regard to their particular circumstances.

Even if a common share is taxable Canadian progerty U.S. Shareholder, a taxable capital gainnoalbbwable capital lo:
resulting from the disposition of the share wilt be included in computing the U.S.
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Shareholder’s taxable income for purposes of the Aet, provided that the share constitutes “treaytected propertydf suct
shareholder. Common shares owned by a U.S. Shdeshgénerally will be treatprotected property if the gain from the disposi
of such share would, because of the Treaty, be pixéom tax under the Tax Act. U.S. Shareholder®sehshares may constit
taxable Canadian property or treaty protected ptg@hould consult their own tax advisors for aévitaving regard to their particu
circumstances.

If a U.S. Shareholder realizes a capital gain gitahloss from a disposition of a common shareoof capital stock whic
constitutes taxable Canadian property and notytq@attected property for purposes of the Tax Awgntthe capital gain or capital |
is the amount, if any, by which the U.S. Sharehofdproceeds of disposition exceed (or are exceegexkfpectively) the aggreg
of the U.S. Shareholder'adjusted cost base of the share and reasongideses of disposition as determined under the Tax e
capital gain or loss must be computed in Canadiarency using a weighted average adjusted cost foaisielentical propertie
Generally one-half of a capital gain (“taxable talppain”) is included in income for Canadian tax purposeshim year of th
disposition, and one-half of a capital loss (“alowhble capital loss”nust be deducted from taxable capital gains redligethe U.S
Shareholder in that year. Allowable capital losisesxcess of taxable capital gains for that yeay generally be carried back th
years or forward indefinitely and deducted agairetttaxable capital gains in those years, in thenaapermitted under the Tax A
Reporting and filing requirements will also ariSeich a U.S. Shareholder should consult its owmataisors.

Material United States Federal Income Tax Conseces

The following is a discussion of certain UnitedtS8taFederal income tax matters under current laweglly applicable to a U
Holder (as defined below) of our common shares dlds such shares as capital assets. This disoudses not address all aspec!
United States Federal income tax matters and doeaduress consequences particular to personscstbjeertain special provisic
of United States Federal income tax law such asetlitescribed below. In addition, this discussioesdwot cover any state, loca
foreign tax consequences. Seddterial Canadian Federal Income Tax Consequericmove.

The following discussion is based upon th&ernal Revenue Code of 198&s amended, referred to as the “Codegasur
Regulations, published by the Internal RevenueiBerveferred to as the “IRSFulings, published administrative positions of iR&
and court decisions that are currently applicabley or all of which could be materially and advérsehanged, possibly on
retroactive basis, at any time. In addition, thiscdssion does not consider the potential effdmith adverse and beneficial, of
recently proposed legislation that, if enacted,|ddne applied, possibly on a retroactive basigmgttime. No assurance can be g
that the IRS will agree with the statements anctlimions herein, or will not take, or that a cowitt not adopt, a position contrary
any position taken herein.

The following discussion is for general informationonly and is not intended to be, nor should it beonstrued to be, lega
business or tax advice to any holder or prospectivieolder of our common shares ancho opinion or representation with respec
to the United States Federal income tax consequersc® any suchholder or prospective holder is hereby made. Accoiidgly,
holders and prospective holders of common shareme urged to consult their own tax advisors with repect to United State
Federal, state, local and foreign tax consequencegpurchasing, owning and disposing of our commonrhares.

U.S. Holders

As used in this section, a “U.S. Holdertludes: (i) a holder of our common shares wha istizen or resident of the Unil
States; (ii) a corporation created or organizedrinnder the laws of the United States or of anlitipal subdivision thereof, or al
entity which is taxable as a United States corpamdior United States tax purposes; (iii) an esttite income of which is subject
United States Federal income tax without regariistsource; or (iv) a trust if (1) a court withihet United States is able to exer
primary supervision over the administration of thest and one or more U.S. persons have the atthoricontrol all substanti
decisions of the trust or (2) the trust has a velittion in effect under applicable Treasury ragahs to be treated as a U.S. person.

This summary does not purport to address all nstemited States Federal income tax consequenegsrtay be relevant tc
U.S. Holder and does not take into account theip@ircumstances of any particular investors, soofi which (such as taexemp
entities, banks or other financial institutionssinance companies, broker-dealers, traders in ifesuthat elect to use a mark-to-
market method of accounting for their securitieddimgs, regulated investment companies, real edtatestment trusts, U.
expatriates, investors liable for the alternativemimum tax, partnerships and other p#ssugh entities, investors that own or
treated as owning 10% or more of our common sharesstors that hold the common shares as partstriaddle, hedge, convers
or constructive
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sale transaction or other integrated transactiod, & S. holders whose functional currency is net thS. dollar) may be subject
special tax rules. This summary does not addreagebblders who acquired their shares through tleecese of employee sto
options or otherwise as compensation.

Distributions

The gross amount of a distribution paid to a U.8lddr (including amounts withheld in respect of @dian taxes) in respect
the common shares will be subject to United Staesleral income taxation as ordinary income to #ierg paid out of our current
accumulated earnings and profits, as determinedruddited States Federal income tax principleshSlicidends will not be eligib
for the dividends received deduction allowed topooations. Distributions that are taxable divideratsd that meet certe
requirements will be “qualified dividend incomehd will generally be taxed to U.S. Holders who erdividuals at a maximu
United States Federal income tax rate of 20% (stulij® the “Passive Foreign Investment Corporatiouies discussed belov
Distributions in excess of our current and accumedaarnings and profits will be treated first agvafree return of capital to tl
extent the U.S. Holder's tax basis in the commareshand, to the extent in excess of such tax,baside treated as a gain fron
sale or exchange of such shares.

Capital Gains

In general, upon a sale, exchange or other dispogf common shares, a U.S. Holder will generadigognize a capital gain
loss for United States Federal income tax purpgses amount equal to the difference between theuamrealized on the sale
other distribution and the U.S. Holder's adjusgedliasis in such shares. Such gain or loss wil baited States source gain or
and will be treated as a lonigrkm capital gain or loss if the U.S. Holder's linddperiod of the shares exceeds one year. If &
Holder is an individual, any capital gain will geakly be subject to United States Federal incomeatgpreferential rates if specifi
minimum holding periods are met. The deductibitifycapital losses is subject to significant liniats.

Foreign Tax Credi

Dividends paid by us generally will constitute ine® from nonb).S. sources and will be subject to various clasgibn rules an
other limitations for U.S. foreign tax credit pugas. Subject to generally applicable limitationdamUnited States Federal income
law, Canadian withholding tax imposed on such diuids, if any, will be treated as a foreign incomne eligible for credit against
U.S. holder's United States Federal income tailitialfor at a U.S. holder's election if it doestradect to claim a foreign tax credit
any foreign taxes paid during the taxable yearfoaflign income taxes paid may instead be deduotedmputing such U.S. holde
taxable income). Generally, it will be more advagetaus to claim a credit because a credit reducésdJStates Federal income ta
on a dollar-fordollar basis, while a deduction merely reducestéixpayer's income subject to tax. There are sigamti and comple
limitations which apply to the tax credit, amongigthare an ownership period requirement and themgtimitation that the crec
cannot exceed the proportionate share of the Udkldfs United States Federal income tax liabilitst the U.S. Holder's forei
source income bears to his or its worldwide taxabt®me. In determining the application of this itimion, the various items
income and deduction must be classified into fareigd United States sources. Complex rules govesnctassification process.
general, special rules will apply to the calculataf foreign tax credits in respect of dividenddnee that is subject to preferential ri
of United States Federal income tax. The availghdf the foreign tax credit and the applicationtleése complex limitations on 1
tax credit are fact specific and holders and pro$ype holders of our common shares should conkelt bwn tax advisors regardi
their individual circumstances.

Passive Foreign Investment Corporati

We do not believe that we are currently a passiveidn investment corporation, referred to as alCPFHowever, since PFI
status depends upon the composition of a corporatincome and assets and the market value ofsstsand shares from time
time, there is no assurance that we will not besicred a PFIC for any taxable year. If we werat&@ as a PFIC for any taxable y
during which a U.S. Holder held shares, certairessly United States Federal income tax consequena&sapply to the U.S. Holde

If we are treated as a PFIC for any taxable yeginggrecognized by a U.S. Holder on a sale or affsgrosition of shares wot
be allocated rateably over the U.S. Holder's hgigliariod for the shares. The amount allocatedeéddkable year of the sale or of
exchange and to any year before we became a PRI we taxed as ordinary income. The amount alkt&d each other taxal
year would be subject to tax at the highest ratffiect for individuals or corporations, as appiiea and an interest charge woulc
imposed on the amount allocated to such taxable feether, any distribution in respect of sharessxcess of 125% of the averag
the annual distributions
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on shares received by the U.S. Holder during tleegaling three years or the U.S. Holder's holdingpgewhichever is shorter, wot
be subject to United States federal income taxa®described above. Certain elections might beade to U.S. Holders that m
mitigate some of the adverse consequences restditing PFIC status. However, regardless of whethwh selections are mau
dividends paid by a PFIC will not be “qualified @lend income”and will generally be taxed at the higher ratediepbple to othe
items of ordinary income.

U.S. Holders and prospective holders should consuheir own tax advisors regarding the potentialapplication of the PFIC
rules to their ownership of our common shares.

Medicare Ta

A U.S. Holder that is an individual or estate, drust that does not fall into a special classroéts that is exempt from such 1
will be subject to a 3.8% tax on the lesser oftf®) U.S. Holder's “net investment income” (or utriisited “net investment income”
in the case of estates and trusts) for the releaxable year and (2) the excess of the U.S. Haldeodified adjusted gross income
the taxable year over a certain threshold (whicthécase of individuals will be between $125,086 $250,000, depending on
individual's circumstances). A holder's net investimincome will generally include its interest ino® and its net gains from 1
disposition of securities, unless such interesbiime or net gains are derived in the ordinary coafdke conduct of a trade or busir
(other than a trade or business that consistsrtdingpassive or trading activities). If you ar&)&. Holder that is an individual, est
or trust, you are urged to consult your own taxismivregarding the applicability of this Medicast

Information Reporting and Backup Withholdi

Under United States Federal income tax law and Treasury Regulations, certain categories of U.Sldéts must fili
information returns with respect to their investinigm or involvement in, a foreign corporation. F@xample, certain United Sta
Federal income tax return disclosure obligationsd(aelated penalties) are generally imposed on Bi@ders that hold certe
specified foreign financial assets in excess of, 330 The definition of specified foreign financadsets includes not only finan
accounts maintained in foreign financial institagpbut also, unless held in accounts maintained firyancial institution, any stock
security issued by a ndo:S. person, any financial instrument or contragttfor investment that has an issuer or countgrgzhe;
than a U.S. person and any interest in a foreigityetd.S. Holders may be subject to these repgrtiequirements unless th
common shares are held in an account at a donfiestiwial institution. Penalties for failure todicertain of these information retu
are substantial. U.S. Holders should consult wigirtown tax advisers regarding the requiremenffling) information returns and,
applicable, filing obligations relating to the PHi@es.

Dividends paid on, and proceeds from the saleloerdbxable disposition of, our common sharestbS Holder generally mi
be subject to United States Federal informatiommimy requirements and may be subject to backaphelding (currently at the re
of 28%) unless the U.S. Holder provides an accueatpayer identification number or otherwise deni@tes that it is exempt. T
amount of any backup withholding collected fromaypent to a U.S. Holder will generally be allowesdaacredit against the U
Holder's United States Federal income tax liabityd may entitle the U.S. Holder to a refund, poed that certain requir
information is timely submitted to the IRS. A nthS. holder generally will be exempt from theseiniation reporting requireme!
and backup withholding tax but may be requiredamply with certain certification and identificatigmocedures in order to estab
its eligibility for exemption.

F. Dividends and Paying Agents

Not applicable.

G. Statement by Experts
Not applicable.

H. Documents on Display

Documents and agreements concerning our companpeagspected at the offices of Sangra Moller LL&QO Cathedral Plac
925 West Georgia Street, Vancouver, British ColanBianada.
I. Subsidiary Information

For a list of our significant wholly-owned direchdhindirect subsidiaries and significant non-whallyned subsidiaries, see “
Item 4: Information on the Compa— C. Organizational Structure
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ITEM 11: QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to various market risks from chaingggerest rates, foreign currency exchange ratesequity prices that m
affect our results of operations and financial dtbod and, consequently, our fair value. Generadlyr management believes that
current financial assets and financial liabilitidsie to their shorterm nature, do not pose significant financial siskVe use variol
financial instruments to manage our exposure touarfinancial risks. The policies for controllitige risks associated with financ
instruments include, but are not limited to, stad®d company procedures and policies on mattens as hedging of risk exposu
avoidance of undue concentration of risk and reguoénts for collateral (including letters of credd)mitigate credit risk. We ha
risk managers to perform audits and checking fonstio ensure that company procedures and poéiciesomplied with.

We use derivative instruments to manage certairn®xges to currency exchange rate risks. The uskmfative instrumen
depends on our management's perception of futwaoedc events and developments. These types ofadiee instruments a
generally highly speculative in nature. They aoalery volatile, as they are highly leveragedegithat margin requirements
relatively low in proportion to their notional amus.

Many of our strategies, including the use of danrainstruments and the types of derivative inskents selected by us,
based on historical trading patterns and correlatemd our management's expectations of futureevdowever, these strategies 1
not be fully effective in all market environments against all types of risks. Unexpected marketetigyments may affect our ri
management strategies during this time, and unpated developments could impact our risk managesteategies in the future.
any of the variety of instruments and strategiesutilize is not effective, we may incur losses.

Please refer to Note 36 of our annual consolidéiteshcial statements for the years ended Decembe2(BL4, 2013 and 2012
a qualitative and quantitative discussion of oysasure to market risks and the sensitivity analgsisterest rate, currency and ot
price risks at December 31, 2014.

ITEM 12: DESCRIPTION OF SECURITIES OTHER THAN EQU ITY SECURITIES
Not applicable
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PART Il
ITEM 13: DEFAULTS, DIVIDEND ARREARAGES AND DELINQUE NCIES

None.

ITEM 14: MATERIAL MODIFICATIONS TO RIGHTS OF SECURI TY HOLDERS AND USE OF PROCEEDS
A. Modifications to Rights of Security Holders
Shareholder Rights Plan

On November 11, 2013, we entered into the Righas,Riursuant to which our board of directors autleor the issuance of ¢
common share purchase right for each common sbahe tshareholders of record at the close of basina November 22, 2013. 1
rights automatically attached to our common shanetding shares issued in the future. The Righés was terminated by the bao
of directors in March 2014 in accordance with @sns.

Advance Notice Policy

At our Annual General and Special Meeting held cec&mber 27, 2013, our shareholders approved autisplaffirming
ratifying and approving our company's advance eqpialicy, referred to as the “Advance Notice Pdlichhe Advance Notice Polic
among other things, fixes a deadline by which dimeocominations must be submitted to us prior tg mreeting of our sharehold:
and sets forth the information that must be inctuatethe notice in order for a nominee to be elgitor election. No person will |
eligible for election as a director of our compamyess nominated in accordance with the AdvancéBl@tolicy.

In the case of an annual meeting, notice to us tmeigiiven no less than 30 and no more than 65 piysto the date of su
meeting; provided that if the meeting is to be heid a date that is less than 50 days after the olatevhich the first publ
announcement of the date of such meeting was matiee may be given no later than the close ofrimss on the 10th day followi
such announcement.

In the case of a special meeting called for theppse of electing directors that is not also an ahmeeting, notice to us must
made no later than the close of business on theddt following the day on which the first publicreouncement of the date of si
special meeting was made.

The foregoing summary of the Advance Notice Poiscyiot complete and is qualified in its entiretyre§erence to the full text
the Advance Notice Policy, a copy of which wasdikes Exhibit 1.4 of our annual report on FormR2filed with the SEC on Mar
31, 2014.

ITEM 15: CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedur

Disclosure controls and procedures are controlscdinelr procedures that are designed to ensurentfloamation required to |
disclosed in our company's reports filed or suleditinder the&Securities Exchange Act of 19&4recorded, processed, summar
and reported, within the time periods specifiedie SEC's rules and forms. Disclosure controls puatedures include, withc
limitation, controls and procedures designed tausnthat information required to be disclosed in@mpany's reports filed under
Securities Exchange Act of 1934accumulated and communicated to managementidimg our company's Chief Executive Offi
and Chief Financial Officer, as appropriate, towltimely decisions regarding required disclosure.

As required by Rule 13a-15 under thecurities Exchange Act of 1934e have carried out an evaluation of the effectass ¢
the design and operation of our company's discéosantrols and procedures as of the end of thegeovered by this annual ref
on Form 20F, being December 31, 2014. This evaluation wasezhout by our Chief Executive Officer (being quincipal executiv
officer) and Chief Financial Officer (being our peipal financial officer). Based upon that evalaatiour Chief Executive Officer a
Chief Financial Officer concluded that our disclesaontrols and procedures are effective.
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Report of Management on Internal Control over Finaral Reporting

Management is responsible for establishing and taiaing adequate internal control over financigdating as defined in Ru
13a-15(f) or 13d-15(f) under th®ecurities Exchange Act of 1934s amended. Our internal control over finanaggdorting is ¢
process designed to provide reasonable assuragaaliey the reliability of financial reporting arkde preparation of consolidat
financial statements for external purposes in ataee with IFRS. Our internal control over finahcgporting includes those polici
and procedures that:

1. pertain to the maintenance of records that, inomasle detail, accurately and fairly reflect thensactions and dispositic
of our assets and our consolidated enti

2. provide reasonable assurance that transaction®eneded as necessary to permit preparation o€dhsolidated financi
statements in accordance with IFRS and that receipd expenditures of our company are being mabjeimmccordanc
with authorizations of management and our directamsd

3. provide reasonable assurance regarding preventitimely detection of unauthorized acquisition, wsealisposition of ot
assets that could have a material effect on theatimfated financial statemen

Acquired Busines:

As described in this annual report on FormR20n 2014, we acquired Elsner and FESIL, whichehaach been excluded frc
management's report on internal control over fir@neporting as there was not sufficient time tamplete an assessment of
internal controls of such businesses between the afahe acquisition and the date of managemastsssment of internal contrc
We consolidated Elsner from March 31, 2014 anéjresents 5.2% of our total assets as of Decenihe2(@4 and approximate
12.1% of our gross revenues for 2014. We cons@dl&ESIL from April 1, 2014 and it represents agprately 13.8% of our tote
assets as of December 31, 2014 and 24.2% of oss gewenues for 2014. Please sdtefh 4: Information on the CompanyB-
Busines¢” for additional information.

Management, including our Chief Executive OfficadaChief Financial Officer, conducted an evaluatidrihe effectiveness «
our internal control over financial reporting as@écember 31, 2014. In conducting this evaluatimanagement used the criteria
forth by the Committee of Sponsoring Organizatiaisthe Treadway Commission (COSO) lnternal Control —Integrated
Framework (2013 ).Management has concluded that, as of Decembei034, dur company's internal control over finanogdorting
was effective.

The effectiveness of our company's internal contr@r financial reporting as of December 31, 2044 heen audited by o
independent registered chartered accountants WrieehouseCoopers LLP, who also audited our catesteld financial statements 1
the year ended December 31, 2014. Pricewaterhoope@o LLP has expressed its unqualified opiniortteneffectiveness of ol
internal control over financial reporting as of Batber 31, 2014. Their report is included in thiawal report on Form 20-F.

Changes in Internal Control over Financial Reportm

We maintain internal controls over financial repagtthat have been designed to provide reasonablgance of the reliability «
external financial reporting in accordance with §Rs required by Canadian National Instrument@2-iCertification of Disclosurt
in Issuers' Annual and Interim Filings

In 2012, we acquired MFC Energy, MFCR and Posséifgse entities have significant operations anddtadunting systems
place that differ from ours. As a result, as atémeber 31, 2013, we had determined that we did mantain effective control over: (
the period end financial reporting process withpees to such new subsidiaries; and (i) the desigd implementation of form
processes at the entity level to address riskgalrito financial reporting with respect to the ritoring of controls, the contre
environment and information and communication fellyg the integration of the new subsidiaries. Thesetrol deficiencies resulte
in significant audit adjustments to net income, poghensive loss, the statement of financial pasiiod the related disclosures in
consolidated financial statements for the yeargdr®kecember 31, 2013 and 2012.

In the year ended December 31, 2014, we took thenfimg actions to remediate the underlying caudethe identified materie
weaknesses and implemented remediation plans tesgldny issues, including, among other things:

* implemented strengthened integration proceduressaall recently acquired entitie

» appointed a new Chief Financial Officer whose ptyois to develop and implement the remediationnpfar the materi:
weaknesses noted above; i
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* increased coordination and monitoring of interra@itool integration by management in respect of sabsidiaries

Other than the remediation of control weaknesse®0it83 described above, there were no changes iintarnal control ove
financial reporting that occurred during the yeaded December 31, 2014 that have materially affeaie are reasonably likely
materially affect, our internal control over fingalaeporting.

Inherent Limitations on Effectiveness of Contro

Internal control over financial reporting has indrrlimitations. Internal control over financiapating is a process that invoh
human diligence and compliance and is subjectpgsds in judgment and breakdowns resulting from mufadures. Internal contr
over financial reporting also can be circumventgddllusion or improper management override. Beeafssuch limitations, there
a risk that material misstatements will not be preed or detected on a timely basis by internatrobmover financial reportini
However, these inherent limitations are known fesgwof the financial reporting process. Therefdrés possible to design into t
process safeguards to reduce, though not elimitiaserisk.

ITEM 16: [RESERVED]
ITEM 16A: AUDIT COMMITTEE FINANCIAL EXPERT

Silke Stenger was appointed Chair of our Audit Caotiga with effect from March 2014, upon the passifigan Rigg, the pric
Audit Committee Chair. Our board of directors hadetimined that Ms. Stenger qualified as an “auditmittee financial expertinc
was “independent”, as such terms are used in 3e808A.02 of the NYSE Listed Company Manual.

ITEM 16B: CODE OF ETHICS
Code of Ethics and Code of Conduct

Our board of directors encourages and promotestarewf ethical business conduct through the adomnd monitoring of ot
codes of ethics and conduct, the insider tradifigyand such other policies as may be adopted tiora to time.

Our board of directors adopted a written Code ofiBess Conduct and Ethics and Insider Trading Yalic October 26, 201
referred to as the “Code of Ethic#rior to the adoption of the Code of Ethics, ouardoof directors had previously adopted a wr
code of ethics on November 9, 2006 and a coderafuwt. Since such adoption, our board of diredtasconducted an assessme
its performance, including the extent to which bloard and each director comply therewith. It igmated that such assessment wi
conducted annually.

The Code of Ethics applies to all of our direct@fficers and employees. The purpose of the Codethuts is to, among otf
things, promote honest and ethical behavior andiwcty including: (i) ethical handling of actual apparent conflicts of intere
between personal and professional relationships;fulil, fair, accurate, timely and understandalisclosure in all reports a
documents that we file with, or submit to, the SBBe¢ Canadian securities regulatory authorities andhll other publi
communications made by us; (iii) compliance witlplagable governmental laws, rules and regulati¢ivg;prompt internal reportir
of violations of the Code of Ethics to an approfgrigerson or the persons identified therein; afd¢eountability for adherence to
Code of Ethics.

There has been no conduct of any director or affisat would constitute a departure from the CotlEthics, and therefore,
material change reports have been filed in thianmeg

The foregoing summary of the Code of Ethics iscmhplete and is qualified in its entirety by refere to the full text of tt
Code of Ethics, a copy of which is available onlateour website at www.mfcindustrial.cord\ copy of the Code of Ethics was fi
as Exhibit 11.1 of our Annual Report on Form 2MFthe year ended December 31, 2013.

We will provide a copy of the Code of Ethics to gygrson without charge, upon request. Requestbeaent by mail to: MF
Industrial Ltd., Suite 1860 - 400 Burrard Streedn¢ouver, British Columbia, Canada V6C 3A6.

ITEM 16C: PRINCIPAL ACCOUNTANT FEES AND SERVICES
Audit Fees

The aggregate fees for audit services renderethéorudit of our annual financial statements fer year ended December
2014 by PricewaterhouseCoopers LLP were C$2,433&f0re goods and services tax). The
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aggregate fees for audit services rendered foatigét of our annual financial statements for tlsedi year ended December 31, 2z
by PricewaterhouseCoopers LLP were C$2,289,50Mm(pafoods and services tax), inclusive of overmmsvell as scope chan
pertaining to 2013.

Audit-Related Fees

No fees were billed by PricewaterhouseCoopers Liifihg the years ended December 31, 2014 and 20k&$surance or relat
services that were reasonably related to the paeoce of the audit of our financial statements tadl were not reported under
category “Audit Fees” above.

Tax Fees

During the fiscal year ended December 31, 2014 atigregate fees billed for tax compliance, tax @ehdnd tax planning |
PricewaterhouseCoopers LLP were C$184,000 (befocelgyand services tax). For the fiscal year endedeBber 31, 2013, t
aggregate fees for tax compliance, tax advice ardptanning by PricewaterhouseCoopers LLP were @&5D4(before goods a
services tax).

All Other Fees

During the fiscal year ended December 31, 2014 atiwregate fees billed by PricewaterhouseCoopePs fok all services n
related to audit or tax were C$40,000 (before gaouts services tax), which related to certain fimandue diligence matters. For
fiscal year ended December 31, 2013, the aggrdégesebilled by PricewaterhouseCoopers LLP for eViges not related to audit
tax were C$100,300 (before goods and serviceswhigh related to certain financial due diligencattars.

Audit Committee Pr-approval Policies and Procedures

The Audit Committee prepproves all services provided by our independeditars. All of the services and fees describedet
the categories of “Audit Related Fees”, “Tax Feastl “All Other Feestwere reviewed and approved by the Audit Committefera
the respective services were rendered and nongchfservices were approved by the Audit Commitigsyant to paragraph (c)(7)(i)
(C) of Rule 2-01 of Regulation S-X.

The Audit Committee has considered the nature amaliat of the fees billed for the fiscal years enBetember 31, 2014 a
2013 by PricewaterhouseCoopers LLP and believegtiegprovision of the services for activities Uated to the audit is compatil
with maintaining the independence of PricewatereQaopers LLP.

ITEM 16D: EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COMMITTEES

Not applicable.

ITEM 16E: PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASERS
In 2014, neither we nor any affiliated purchaserdefined in th&ecurities Exchange Act ®934) purchased any of our comr
shares.
ITEM 16F: CHANGE IN REGISTRANT'S CERTIFYING ACCOUNT ANT
Appointment of PricewaterhouseCoopers LI
Our board of directors appointed Pricewaterhouse€moLLP to be our principal accountant effectieptémber 23, 2013.

Except as they may have advised us in their posé®the auditorsf our company, during our two most recent fisczdung an
any subsequent interim period prior to engaginge®vaterhouseCoopers LLP, we did not consult theyarding (i) the application
accounting principles to a specified transactiatihee completed or proposed, or the type of augdihion that might be rendered
our financial statements or (ii) any matter thasweé#her the subject of a disagreement (as definédm 16F(a)(1)(iv) and the relai
instructions to Iltem 16F of Form 20-F) or a repbleeevent (as described in Item 16F(a)(1)(v) ofnr@0-F).

Disclosure Provided to Accountan

We have provided a member of PricewaterhouseCodpd?swith a copy of our disclosure under Item 16Rtos annual repa
on Form 20F. We have requested that PricewaterhouseCoopd?dd,Lfurnish us with a letter addressed to the Stating whether
agrees with the statements made by us in resporikistitem 16F(a) and, if not, stating the respéttwhich it does not agree.
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ITEM 16G: CORPORATE GOVERNANCE

Shares of our common stock are listed on the NYSHEnmarized below are the significant differencesvben our corporal
governance rules and the corporate governanceapf@able to U.S. domestic issuers under thimgjsttandards of the NYSE:

»  Section 303A.03 of the NYSE's Listed Company Mamaglires the nc-management directors of a listed company to
at regularly scheduled executive sessions witharnagemen

While our independent directors (all of whom arennmanagement directors) meet regularly for committezetings a
which they are all present without nerdependent directors or management in attendaineg,do not generally hold oth
regularly scheduled meetings at which non-independieectors and members of management are ndtendance.

*  Section 303A.08 of the NYSE's Listed Company Mamaglires shareholder approval of all equity conspéion plans ar
material revisions to such plar

Our current stock option and the 2014 Plan have bperoved by our shareholders. However, while2@14 Plan provide
that amendments may be submitted for shareholgepegl by our board of directors to the extent thdeems it necessa
or advisable, our plans do not specifically reqsinareholder approval of material revisions.

ITEM 16H: MINE SAFETY DISCLOSURE

The information concerning mine safety violatiomsl ather regulatory matters required by Section3{&0of theDodd+rank
Wall Street Reform and Consumer Protectionigatcluded in Exhibit 16.1 to this annual repantfeorm 20-F.

ITEM 17: FINANCIAL STATEMENTS

Not applicable. Se" Item 18: Financial Statemen”.
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ITEM 18: FINANCIAL STATEMENTS

The following attached audit reports and finanstaktements are incorporated herein:

1.

(20 ¢2 BE - OV)

~

Report of Independent Auditors, Pricewaterhouse€mopLP, dated March 31, 2015 on the consolidatezhtial
statements of our company for the years ended Deeedl, 2014 and 2013 and on the effectivenesst@irial controls
over financial reporting as at December 31, 2014

. Report of Independent Registered Chartered Accats)t®eloitte LLP, dated April 1, 2013 on the cdidated

statements of operations, comprehensive incomagesan equity and cash flows of our company feryear ended
December 31, 2012

. Consolidated statements of financial position aB@fember 31, 2014 and 2013

. Consolidated statements of operations for the yerrged December 31, 2014, 2013 and 2012

. Consolidated statements of comprehensive incomenéoyears ended December 31, 2014, 2013 and 2012
. Consolidated statements of changes in equity y#ars ended December 31, 2014, 2013

and 2012

. Consolidated statements of cash flows for the yeaded December 31, 2014, 2013 and 2012
. Notes to consolidated financial statements as aebBwer 31, 201
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Independent Auditor’'s Report

To the Shareholders of
MFC Industrial Ltd.

We have completed integrated audits of MFC Indalsttitd. and its subsidiaries’ (together, “the Comga 2014 and 201
consolidated financial statements and their infecoatrol over financial reporting as at Decembg&r 3014. Our opinions, based
our audits, are presented below.

Report on the consolidated financial statements

We have audited the accompanying consolidated ¢inhatatements of the Company, which comprisectiresolidated statements
financial position as at December 31, 2014 and Bes 31, 2013 and the consolidated statements @fatipns, comprehensi
income, changes in equity and cash flows for thers/¢hen ended, and the related notes, which cemprisummary of significe
accounting policies and other explanatory inforovati

Management’s responsibility for the consolidated fiancial statements

Management is responsible for the preparation afdpiresentation of these consolidated financiateshents in accordance w
International Financial Reporting Standards aseiddwy the International Accounting Standards Baard for such internal control
management determines is necessary to enable #parption of consolidated financial statements tat free from materi
misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alit. /e conducted our audits
accordance with Canadian generally accepted agditamdards and the standards of the Public Compergunting Oversight Boa
(United States). Those standards require that vae phd perform the audit to obtain reasonable assarabout whether t
consolidated financial statements are free fromenstmisstatement. Canadian generally accepteitiegdtandards also require t
we comply with ethical requirements.

An audit involves performing procedures to obtaidievidence, on a test basis, about the amowmatslzclosures in the consolida
financial statements. The procedures selected depanthe auditos judgment, including the assessment of the rigskshateria
misstatement of the consolidated financial statesjemhether due to fraud or error. In making thdsk assessments, the auc
considers internal control relevant to the comparmyeparation and fair presentation of the conatid financial statements in or
to design audit procedures that are appropriat¢hén circumstances. An audit also includes evalgathe appropriateness
accounting principles and policies used and thearableness of accounting estimates made by maeagess well as evaluating
overall presentation of the consolidated finansiatements.

We believe that the audit evidence we have obtaimexir audits is sufficient and appropriate tovide a basis for our audit opini
on the consolidated financial statements.

Opinion
In our opinion, the consolidated financial statetagresent fairly, in all material respects, theficial position of the Company, a

December 31, 2014 and December 31, 2013 and #@sdial performance and its cash flows for the ytlaes ended in accordar
with International Financial Reporting Standardssased by the International Accounting StandardarB.

Other matters

The financial statements of the Company for the yemled December 31, 2012, were audited by anetinditor who expressed
unmodified opinion on those statements on Aprie@13. As part of our audit of the 2013 financiatsiments, we also audited
adjustments described in Note 41 that were appgbedmend the 2012 financial statements. In ouriopjnsuch adjustments
appropriate and have been properly applied. We weteengaged to audit, review, or apply any prooesito the 2012 financ
statements of the Company other than with respeittet adjustments and, accordingly, we do not esgpa@ opinion or any other fo
of assurance on the 2012 financial statements takenwhole.

Report on internal control over financial reporting

We have also audited the Companyiternal control over financial reporting as &cBmber 31, 2014, based on criteria establist
Internal Control 4ntegrated Framework (2013) issued by the CommitfeBponsoring Organizations of the Treadway Corsior
(COsS0).
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Management’s responsibility for internal control over financial reporting

Management is responsible for maintaining effecitnternal control over financial reporting and f&r assessment of the effectiver
of internal control over financial reporting, indeed in Item 15 of the Annual Report on Form 20-F.

Auditor’s responsibility

Our responsibility is to express an opinion on@wmpanys internal control over financial reporting basedoor audit. We conduct
our audit of internal control over financial repog in accordance with the standards of the Pubbmpany Accounting Oversic
Board (United States). Those standards require wigaplan and perform the audit to obtain reasonaBkurance about whet
effective internal control over financial reportingis maintained in all material respects.

An audit of internal control over financial repagi includes obtaining an understanding of inteowaitrol over financial reportin
assessing the risk that a material weakness etastig and evaluating the design and operatifeg@feness of internal control ba:
on the assessed risk, and performing such otheegues as we consider necessary in the circunestanc

We believe that our audit provides a reasonablis f@asour audit opinion on the Company’s intercahtrol over financial reporting.

Definition of internal control over financial reporting

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranaeliregthe reliability o
financial reporting and the preparation of finahsi@tements for external purposes in accordante geénerally accepted account
principles. A company internal control over financial reporting inclsdéhose policies and procedures that: (i) pertairthe
maintenance of records that, in reasonable detedurately and fairly reflect the transactions aigpositions of the assets of
company; (ii) provide reasonable assurance thas#a@tions are recorded as necessary to permitrptgpaof financial statements
accordance with generally accepted accounting ipies; and that receipts and expenditures of tmepemy are being made only
accordance with authorizations of management anectdrs of the company; and (iii) provide reasoeabhtsurance regard
prevention or timely detection of unauthorized dsitjon, use, or disposition of the compasi@ssets that could have a material €
on the financial statements.

Inherent limitations

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projectic
of any evaluation of effectiveness to future pesiage subject to the risk that controls may becoradequate because of change
conditions or that the degree of compliance withpblicies or procedures may deteriorate.

As described in Item 15 of the Annual Report onnr@0-F, management has excluded FESIL AS (“FESHQ F.J. Elsner & C
GmbH (“Elsner”)from its assessment of internal control over firnaheporting as at December 31, 2014 becauseweeg acquire
by the Company in 2014. We have also excluded FB8H_Elsner from our audit of internal control ofieaancial reporting. FESIL
a wholly owned subsidiary whose total assets andsgrevenues represent 13.8% and 24.2%, respgciifehe related consolidat
financial statement amounts as at and for the gaded December 31, 2014. Elsner is a wholly owniédidiary whose total ass
and gross revenues represent 5.2% and 12.1%, tegpecof the related consolidated financial staémt amounts as at and for
year ended December 31, 2014.

Opinion

In our opinion, MFC Industrial Ltd. and its subsides’ maintained, in all material respects, effectivesinal control over financi
reporting as at December 31, 2014, based on eriéstablished in Internal Control - Integrated Feavork (2013) issued by COSO.

/sl PricewaterhouseCoopers LLP

Chartered Accountants
Vancouver, British Columbia
March 31, 2015
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Deloitte

Deloitte LLP

2800 - 1055 Dunsmuir Street
4 Bentall Centre

P.O. Box 49279

Vancouver BC V7X 1P4
Canada

Tel: 604-669-4466
Fax: 604-685-0395
www.deloitte.ca

Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
MFC Industrial Ltd.

We audited, before the effects of adjustments fleaechanges in purchase price allocation ancttreection of an error as descril
in Notes 3 and 38 to the consolidated financigkst@nts, the accompanying consolidated financiaéstents of MFC Industrial Lt
and subsidiaries (collectively the “Companyiyhich comprise the consolidated statements of djp@ss comprehensive incon
changes in equity, and cash flows for the year @mdlecember 31, 2012, and a summary of significaobanting policies and otr
explanatory information (the 2012 consolidatedriicial statements before the effects of the adjustsngescribed in Notes 3 and 3:
the consolidated financial statements are not ptedeherein).

Management's Responsibility for the Consolidated Fiancial Statements

Management is responsible for the preparation amdpiresentation of these consolidated financiateshents in accordance w
International Financial Reporting Standards aseiddawy the International Accounting Standards Boandi, for such internal control
management determines is necessary to enable #parption of consolidated financial statements tat free from materi
misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on adit. e conducted our audit
accordance with Canadian generally accepted agditemdards and the standards of the Public Compeogunting Oversight Boa
(United States). Those standards require that wephowith ethical requirements and plan and perftien audit to obtain reasona
assurance about whether the consolidated finastzit@ments are free from material misstatement.

An audit involves performing procedures to obtaimi evidence about the amounts and disclosurghenconsolidated financ
statements. The procedures selected depend onditers judgment, including the assessment ofitkes of material misstatement
the consolidated financial statements, whethertdueaud or error. In making those risk assessmehesauditor considers inter
control relevant to the entity's preparation and faesentation of the consolidated financial staats in order to design at
procedures that are appropriate in the circumstanfe audit also includes evaluating the appropniass of accounting policies u
and the reasonableness of accounting estimates loyad@anagement, as well as evaluating the overadigmtation of the consolida
financial statements.

We believe that the audit evidence we have obtamedr audit is sufficient and appropriate to pdava basis for our audit opinion.
Opinion

In our opinion, the consolidated financial statetagaxcept for the adjustments to reflect changeke purchase price allocation .
the correction of an error described in Notes 3281tb the consolidated financial statements, pitefsérly, in all material respects, 1
financial performance and cash flows of MFC Indastttd. and subsidiaries for the year ended De@n®i, 2012 in accordar
with International Financial Reporting Standardssased by the International Accounting StandardarB.

We were not engaged to audit, review or apply anoggdures to the adjustments to reflect changéseipurchase price allocation
the correction of an error described in Notes 3 3®do the consolidated financial statements aodpraingly, we do not express
opinion or any form of assurance about whether sujhstments are appropriate and have been progepljed. Those adjustme
were audited by other auditors.

/s/ Deloitte LLP

Chartered Accountants
April 1, 2013
Vancouver, Canada
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MFC INDUSTRIAL LTD.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(United States Dollars in Thousands)

December 31, December 31,
Notes 2014 2013
ASSETS
Current Assets
Cash and cash equivalents $ 297,29: $ 332,17:
Short-term cash deposits 159 4,381
Securities 5 250 2,06¢
Restricted cash 6 555 312
Trade receivables 7 161,67+ 115,67¢
Other receivables 8 41,392 30,40¢
Inventories 9 212,57 88,84¢
Real estate held for sale 12,04: 12,67¢
Deposits, prepaid and other 10 7,74¢ 27,13¢
Assets held for sale 11 131,11¢ 97,34¢
Total current assets 864,80¢ 711,021
Non-current Assets

Securities 12 723 2,465
Securities, restricted 205 —
Equity method investments 13 31,83¢ 24,36¢€
Property, plant and equipment 14 105,87¢ 94,49
Interests in resource properties 15 348,11 359,82
Hydrocarbon probable reserves 16 43,65¢ 75,267
Hydrocarbon unproved lands 16 23,751 31,35¢
Accrued pension assets, net 17 1,174 1,25¢
Deferred income tax assets 18 23,991 17,941
Other 14,24¢ 610
Other, restricted 304 —
Total non-current assets 593,88( 607,57

$ 1,458,68: $  1,318,59¢

LIABILITIES AND EQUITY
Current Liabilities

Short-term bank borrowings 19 % 161,34 $ 129,78¢
Debt, current portion 20 56,97¢ 44,86¢
Accounts payables and accrued expenses 21 138,22 126,64¢
Dividends payable 3,78€ —
Income tax liabilities 4,274 1,891
Liabilities relating to assets held for sale 118&22 15,34¢ 11,517

Total current liabilities 379,94« 314,70¢

Long-term Liabilities

Debt, less current portion 20 256,14¢ 189,87:
Deferred income tax liabilities 18 10,21¢ 3,571
Decommissioning obligations 22 129,557 105,85¢
Accrued pension obligations, net 17 3,732 —
Puttable instrument financial liabilities 23 — 3,93€
Other 7,651 916

Total long-term liabilities 407,30¢ 304,14¢

Total liabilities 787,24¢ 618,85’

Equity

Capital stock, fully paid 24 384,257 383,11¢
Treasury stock 24 (68,98() (68,98()
Contributed surplus 14,994 13,037
Retained earnings 387,05: 398,44¢
Accumulated other comprehensive income (46,93¢) (26,05])

Total shareholders' equity 670,38¢ 699,57(
Non-controlling interests 1,04¢ 171

Total equity 671,43¢ 699,74

$ 145868 $ 1,318,59

The accompanying notes are an integral part oféhmmsolidated financial statemer
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MFC INDUSTRIAL LTD.

CONSOLIDATED STATEMENTS OF OPERATIONS
For the Years Ended December 31, 2014, 2013 and 201
(United States Dollars in Thousands, Except per Sha Amounts)

Notes 2014 2013 2012
(Restated — Note 38)
Net sales 4825 $ 1,402,25¢ $ 806,831 $ 479,507
Equity income 13 9,62¢ 7,107 6,152
Gross revenues 1,411,78t 813,93¢ 485,65¢
Costs and Expenses:
Costs of sales and services 25 1,271,06¢( 710,35¢ 406,70¢
Selling, general and administrative 85,50t 63,092 47,731
Share-based compensation — selling, general anthestiative 26 383 — 9
Finance costs 16,537 15,172 11,634
Impairment of available-for-sale securities 294 517 4,265
Impairment of hydrocarbon and resource properties 28,61¢ 6,077 42,631
1,402,39° 795,21 512,98/
Income (loss) from operations 9,38¢ 18,72¢ (27,325)
Other items:
Exchange differences on foreign currency transastio (5,459) (2,820) 7,10€
Change in fair value of puttable instrument finah&abilities (148) (826) 77)
Bargain purchase 3 = = 218,67¢
Income before income taxes 3,782 16,07¢ 198,38¢
Income tax (expense) recovery:
Income taxes 27 695 (1,579 8,52¢
Resource property revenue taxes 27 (2,409 (5,009 (5,902
(1,714 (6,577 2,62€
Net income for the ye: 2,06¢€ 9,502 201,011
Less: Net (income) loss attributable to non-cofitrglinterests (1,230 163 (867)
Net income attributable to owners of the parentzamy $ 838 $ 9,665 $ 200,14/
Basic earnings per share 28 % 001 $ 015 $ 3.20
Diluted earnings per share 88 001 $ 015 § 3.20
Weighted average number of common shares outs@gndin
— basic 28 62,922,83 62,552,12 62,555,43!
— diluted 28 62,957,10! 62,756,79: 62,555,43!

The accompanying notes are an integral part oféhmmsolidated financial statemer
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MFC INDUSTRIAL LTD.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the Years Ended December 31, 2014, 2013 and 201
(United States Dollars in Thousands)

2014 2013 2012
(Restated — Note 38)
Net income for the yes $ 2,068 $ 9,50z $ 201,01:
Other comprehensive income (loss), net of tax
Exchange differences arising from translating foiahstatements of foreign
operations and U.S. dollar reporting (19,827 (31,399 (7,262)
Reclassification adjustment for exchange differsricestatements of operations for
subsidiaries deconsolidated (115) — (609)
Net exchange differences (19,93¢) (31,399 (7,877)
Fair value (loss) gain on available-for-sale sdimsi (256) (112) 319
Reclassification of fair value loss on available$ale securities to statements of
operations for securities disposed of 133 312 4,321
Net fair value (loss) gain on available-for-salelséies (123) 200 4,64C
Remeasurement of the net defined benefit liabslitie (1,08% 1,36¢ 961
Other comprehensive loss (21,146) (29,825 (2,270
Total comprehensive (loss) income for the year (19,07¢) (20,327 198,74
Comprehensive (income) loss attributable to nortrotling interests (969) 97 (980)
Comprehensive (loss) income attributable to owpéthe parent company 2%) iw) $ 197,76
Other comprehensive (loss) income, net of incomesacomprised amounts:
will not be reclassified subsequently to profilass $ 4,28: $ 6,78 $ 46
will be reclassified subsequently to profit or loss
when specific conditions are met (25,429  (36,61%) (2,316
$ (21,146 $(29,82% $ (2,270

The accompanying notes are an integral part ofér@msolidated financial statemer
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MFC INDUSTRIAL LTD.

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For the Years Ended December 31, 2014, 2013 and 201
(United States Dollars in Thousands)

Accumulated Other

Capital Stock Treasury Stock Contributed Surplus

Comprehensive Income

Contingently
Defined
Benefit

Obligations

Available-
for-sale
Securities

Retained
Earnings

Issuable
Shares

Share-based
Compensation

Number
of Shares

Number

of Shares Amount Amount

Balance at
December
31, 2011

Net income
(Restated —
Note 38)

Cancellation of
fractional
shares

Purchase of

subsidiaries

Buy-back of
odd-lot
shares

Dividends paid
and payable

Share-based
compensatio

Issuance of
preferred
shares

Net fair value

gain

Net gain or
remeasuremen

Net exchang:
differences

66,648,291 $382,28¢ (4,086,879 $(68,117) $ 13,026 $ —  $213200 $ (4,759

200,14¢

(3,267)

(6,028

493,10 493 (493,105 (493

4,64C

961

Currency
Translation Share-
holders'

Adjustment Equity

Non-
controlling

Interests

Total
Equity

$ 10,982 $546,62:

200,14¢

(44)
(13,762)

— 9

4,64C
961

(7,984 (7,984

$ 2,524

867

3,35(C

(666)

113

$549,147

201,011

3,35C

(44)
(14,425

9

4,64C
961

(7,871

Balance at
December
31, 2012
(Restated —
Note 38)

Net income

Dividends paid

Issuance of
preferred
shares as
dividends

Acquisition and
elimination
of
noncontrolling
interests

Net fair value

gain

Net gain or
remeasuremen

Net exchang:
differences -

399,57¢
9,665
(15,013

67,132,101 382,74¢ (4,579,98() $(68,61() 13,037 961

369,83( 370 (369,830  (370)

4,222
200

1,36¢

730,581
9,665
(15,013

2,99¢

4,222
200

1,36¢

(31,460) _ (31,46()

6,18¢
(163)
(781)

(5,139

66

736,77¢
9,502
(15,792

(917)
200
1,36¢

(31,399

Balance at
December
31, 2013 67,501,931 383,11¢ (4,949,81() (68,98() 13,037 398,44¢

81 2,33C

Net income 838

Dividends paid
and payable
Share-based
compensatio
Exercise of
employee
stock options
Acquisition and
elimination
of non-
controlling
interests
Purchase of a
subsidiary
Disposition of
subsidiaries
Net fair value
loss

(15,110

383

30,32¢ 321 (84)

509,82( 820 2,877

(1293

(28,467 699,57

838
(15,110

383

237

5,35E

(123)

171

1,23C

(936)

(1,271)
131

1,984

699,741
2,06€
(16,04€)

383

237

4,084
131
1,984

(123)



Net loss or
remeasuremen — — — (1,08E) — (1,08E) — (1,08E)

Net exchang:

differences — — — — o = = — — (19,677 _(19,677) (261) _ (19,93§
Balance at

December ) : ;

31,2014  .88.042,08: $38425 (494981 $(68.98() $ 1333¢ $ 1.65¢ $387.05¢ § (42) $ _124c $ (48.13G $670.38¢ $ 1,04 $671.43¢

The accompanying notes are an integral part ofeér@msolidated financial statemer

77




TABLE OF CONTENTS

Non-
controlling

Owners of the
P arent C ompany

Total Comprehensive

Income (Loss) for the Year Interests

Total

2012 $ 197,76 $ 980 $198,741

2013 (20,22¢) (97) (20,327

2014 (20,047%) 969  (19,07¢)

Common Shares Preferred Shares* Total Capital Stock
Number Number Number
Components of Capital Stock of Shares Amount of Shares Amount of Shares Amount
Balance at December 31, 2011 62,889,66 $ 369,13¢ 3,758,63( $ 13,15( 66,648,291 $382,28¢
Cancellation of fractional shares (3,267) — — — (3,267) —
Buy-back of odd-lot shares (6,028) (36) — — (6,028) (36)
Issuance of preferred shares — — 493,10¢ 493 493,10¢ 493
Balance at December 31, 2012 62,880,36! 369,10 4,251,74: 13,64 67,132,101 382,74¢
Issuance of preferred shares = — 369,83( 370 369,83( 370
Balance at December 31, 2013 62,880,36! 369,10: 4,621,57. 14,01 67,501,931 383,11¢
Exercise of employee stock options 30,32¢ 321 — — 30,32¢ 321
Acquisition and elimination of non-controlling
interests 509,82( 820 — — 509,82( 820

63,420,51. $ 370,24« 4,621,57. $ 14,01

Balance at December 31, 2014

68,042,08. $384,25"

*  All Preferred Shares were and are held by the Gesupreasury Stoc
The accompanying notes are an integral part ofer@msolidated financial statemer
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MFC INDUSTRIAL LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Year Ended December 31, 2014, 2013 and 2012

(United States Dollars in Thousands)

2014 2013 2012
(Restated — Note 38)

Cash flows from operating activities:

Net income for the year $ 2,066 $ 9502 $ 201,011
Adjustments for:
Amortization, depreciation and depletion 27,24¢ 28,08t 20,312
Exchange differences on foreign currency transastio 5,45¢ 1,82C (7,10¢)
Gain on short-term securities (271) (5,681) (1,162)
(Gain) loss on available-for-sale securities artasgliaries, net (4,587) (231) 94
Impairment of available-for-sale securities 294 517 4,265
Impairment of hydrocarbon and resource properties 28,61¢ 6,077 42,631
Write-down of inventories — — 15,65¢
Stock-based compensation 383 — 9
Deferred income taxes (4,272) (1,049) (12,10%)
Equity income (9,52¢) (7,107) (6,152)
Market value (increase) decrease on commodity iovers (3,777) (5,342) 1,50¢
Interest accretion 3,087 3,432 2,29t
Credit losses 3,94¢ 3,97€ —
Change in fair value of puttable instrument finahgéabilities 148 826 77
Gain on sale of assets (3,929 — —
Bargain purchase — — (218,679
Changes in operating assets and liabilities, neffetts of acquisitions and dispositions
Short-term cash deposits 4,204 (4,18¢) (16)
Short-term securities 2,087 10,15¢ 7,241
Restricted cash 5,96¢ 582 (269)
Bills of exchange — — 10,54t
Receivables 9,261  (29,05¢) (12,899
Inventories (28,99¢) 32,541 (36,479
Deposits, prepaid and other 37,664 1,152 (8,93¢)
Assets held for sale 825 (2,017 (3,10%)
Short-term bank borrowings (90,37¢)  (26,38%) (115,50%)
Accounts payable and accrued expenses 12,27¢ (2,690) (9,100)
Deferred sale liabilities — — (15,080
Income tax liabilities 1,165 (1,049) (2,280)
Decommissioning obligations (3,207) (4,067) 44
Accrued pension obligations (322) 296 (29)
Other 1,13C (984) (1,172
Cash flows (used in) provided by operating actgti (3,429 10,11z (144,377)

The accompanying notes are an integral part ofer@msolidated financial statemer
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Cash flows from investing activities:
Purchases of property, plant and equipment, net
Purchases of hydrocarbon assets, net
Purchases of long-term investments
Proceeds from sales of long-term securities
Increase in loan receivables
Decrease in loan receivables
Distributions from joint ventures, net
Acquisition of a subsidiary (net of cash acquired)
Other
Cash flows used in investing activities
Cash flows from financing activities:
Debt repayment
Debt borrowing
Reduction in facility term financing
(Repayment) due to a customer (see Note 31)
Issuance of shares
Repurchases of shares
Dividends paid to shareholders
Dividends paid to non-controlling interests
Cash flows provided by financing activities
Exchange rate effect on cash and cash equivalents
(Decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Cash and cash equivalents at end of year consited
Cash
Money market and highly liquid funds

Supplemental cash flows disclosure (see Note 31)
Interest received
Dividends received
Interest paid
Income taxes paid (including resource property meegaxes)

2014 2013 2012
(Restated — Note 38)
(28,779 (1,989 (2,109)
(7,762 (4,617 =
(900) (1,950 (5,100)
1,47¢ 7,03¢ 2,61€
(2,83¢€) — (81)
80 — 19,95(C
6,09t 7,227 7,641
(67,070 (6,637 (78,546)
(1,737 74 (48)
(101,437 (847) (55,67¢)
(29,496)  (36,716) (28,259
127,19( 98,842 133,48¢
— (21,899 (7,38¢)
(22,166)  22,16¢ —
237 — —
— — (44)
(11,329 (15,019 (13,762)
(936) (781) (666)
63,505 46,60 83,36€
6,477 2,518 3,42C
(34,879 58,38: (113,267)
332,17: 273,79( 387,052
§ 297,29/ §332,17E § 273,79(
$ 241,24 $232,10¢ $ 208,86(
56,05C 100,06¢ 64,93(
$ 297,29¢ $332,17: $ 273,79(
$ 5107 $ 2,87 $ 7,201
5 295 353
(11,940 (9,239 (8,120)
(7,607 (7,759 (10,266)

The accompanying notes are an integral part ofeér@msolidated financial statemer
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MFC INDUSTRIAL LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014

Note 1. Nature of Business and Summary of Sigrifant Accounting Policies

MFC Industrial Ltd. (“MFC Industrial” or the “Compa&”) is incorporated under the laws of British Columhimnada. MF
Industrial is a global supply chain company whitilizes innovative finance alongside sophisticated custeth&tructured solutions
facilitate the working capital and other requirensenf its customers.

In April 2014, the Company, through its Austrianbsidiary, completed the acquisition of a 100% ieserin FESIL Al
(“FESIL"). The FESIL group is a vertically integrated supghgio management company with a production facititiNorway, sale
companies in Germany, Luxembourg, Spain, UnitedeStand China, and a 33@&#ned associate which owns quartz quarri¢
Spain. The Company has consolidated the operatiotme FESIL group since April 1, 2014.

In March 2014, the Company, also through its Aastrsubsidiary, acquired a 100% interest in F.JndEls& Co. Gmbt
(“Elsner”), a global supply chain company focused on steelrataded products. The Company has consolidatedgkeations of tr
Elsner group since March 31, 2014.

A. Basis of Presentation

Basis of Accounting

These consolidated financial statements have beepaped in accordance with International Finan&aporting Standar
(“IFRS") as issued by the International AccountBigindards Board (the “IASB"MFC Industrial complies with all the requireme
of IFRS.

These consolidated financial statements were peepasing going concern, accrual (except for castv fihnformation) an
historical cost (except for investment property aedain financial assets and financial liabilitiesich are measured at fair value
certain assets that are measured at fair valuebsss of disposal) bases.

The presentation currency of these consolidateghfiral statements is the United States of Ametica (U.S.”) dollar ($), a
rounded to the nearest thousand (except per sharersas and amounts indicated in specific monetaitg)

Principles of Consolidation

The Group adopted IFRS 10pnsolidated Financial StatemerftéRS 10”), IFRS 11,Joint Arrangement§'IFRS 11"), IFRS
12, Disclosure of Interests in Other Entiti¢3FRS 12”) and amendments to IAS 23gparate Financial Statemer(f$AS 27”) anc
IAS 28, Investments in Associates and Joint Vent{fsS 28"), effective January 1, 2013. The adoption of these standards ar
amendments did not have recognition and measuremeatts on the Company's consolidated financé&éstents. Prior to 2013, 1
Group consolidated special purpose entities putstai®$IC-12,Consolidation — Special Purpose Entiti@$IC-12"). SIC-12 wa!
superseded by IFRS 10 in 2013.

These consolidated financial statements includetteunts of MFC Industrial and entities it corgr(dollectively, the “Group:
The Company controls an investee if and only ifitheestor has all the following: (a) power over theestee; (b) exposure, or rigl
to variable returns from its involvement with tméstee; and (c) the ability to use its power dlierinvestee to affect the amoun
the investor's returns. When the Group holds, tirex indirectly, more than 50% of the voting paw# the investee, it is presun
that the Group controls the investee, unless itbhmclearly demonstrated that this is not the c8absidiaries are consolidated fr
the date of their acquisition, being the date ofictvithe Group obtains control, and continue to dresolidated until the date that s
control ceases. All intercompany balances and aetitns, including unrealized profits arising framtragroup transactions, have b
eliminated in full. Unrealized losses are elimimhimless the transaction provides evidence of gaimment of the asset transferred.

On the acquisition date, a napntrolling interest is measured at either its failue or its proportionate share in the recogr
amounts of the subsidiary's identifiable net assets a transaction-by-transaction basis. Subselyyembn-controlling interes
increases or decreases for its share of changmgiity since the acquisition date.

After initial consolidation of a subsidiary, whemetproportion of equity held by the nopntrolling interests changes, the Gr
adjusts the carrying amounts of the controlling aad-controlling interests to reflect the changes
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MFC INDUSTRIAL LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014

Note 1. Nature of Business and Summary of Sigrifant Accounting Policies (continued)

in their relative interests in the subsidiary. TGBeup recognizes directly in equity any differermween the amount by which
non-controlling interests are adjusted and the faiugabf the consideration paid or received, andbaite it to the owners of t
Group.

When the Group loses control of a subsidiary, jtd@recognizes: (i) the assets (including any galdand liabilities of th
subsidiary at their carrying amounts at the daterwtontrol is lost; and (ii) the carrying amouniaofy noneontrolling interests in tt
former subsidiary at the date when control is (@stluding any components of other comprehensigernme attributable to them); |
recognizes: (i) the fair value of the consideratieceived, if any, from the transaction, eventiocumstances that resulted in the
of control; (i) if the transaction, event or cirogtances that resulted in the loss of control we®la distribution of shares of
subsidiary to owners in their capacity as owndrat distribution; and (iii) any investment retainiedhe former subsidiary at its f
value at the date when control is lost; (c) redfssto profit or loss, or transfer directly taaeed earnings if required by other IFF
the amounts recognized in other comprehensive irdamelation to the subsidiary and (d) recognizg esulting difference as a g
or loss in profit or loss attributable to the Group

Interests in joint arrangements- A joint arrangement is an arrangement of which twanore parties have joint control and
the following characteristics: (a) the parties boeind by a contractual arrangement and (b) theraoiial arrangement gives twc
more of those parties joint control of the arrangatn

A joint arrangement is either a joint operationaojoint venture. The classification of joint arr@ngents requires the parties
assess their rights and obligations arising froenairangement. Generally, a joint arrangementishadt structured through a sepa
vehicle is a joint operation. In such a case, thatractual arrangement establishes the partidg'srip the assets, and obligations
the liabilities, relating to the arrangement, ahd parties' rights to the corresponding revenuesoétigations for the correspond
expenses. A joint arrangement in which the asgetdiabilities relating to the arrangement are tiald separate vehicle can be ei
a joint venture or a joint operation. In such aecabe Group examines (i) the legal form of theasafe vehicle, (ii) the terms of 1
contractual arrangement and (iii) when relevarftieptffacts and circumstances. A joint venture igiat jarrangement whereby -
parties that have joint control of the arrangenteve rights to the net assets of the arrangeméstGFoup does not have any inter
in joint operations.

The Group recognizes and accounts for its intefegtsnt ventures using the equity method in ademce with 1AS 28.

Interests in associates An associate is an entity over which the Group s$igsificant influence. Significant influence ise
power to participate in the financial and operafimiicy decisions of the investee but is not cdntrojoint control of those policie
When the Group holds, directly or indirectly, 20%more of the voting power of the investee, it iequmed that the Group |
significant influence, unless it can be clearly dastrated that this is not the case. The resudtgta and liabilities of an associate
incorporated in these consolidated financial stetgsiusing the equity method of accounting.

The Group discontinues the use of the equity metii@tcounting from the date when its investmeates to be an associatt
the ownership interest in an associate is reducgdsignificant influence is retained, only a prapmrate share of the amou
previously recognized in other comprehensive incamweclassified to profit or loss where approgiat

Equity method of accounting-Many of the procedures that are appropriate fomfication of the equity method are simile
the consolidation procedures described in IFRSFLBthermore, the concepts underlying the procedusesl in accounting for t
acquisition of a subsidiary are also adopted imacting for the acquisition of an investment inasociate.

The Group's share in an associate or a joint vengithe aggregate of the holdings in that asso@atjoint venture by tt
Company and its subsidiaries. The holdings of theu@s other associates or joint ventures are ehdor this purpose. When
associate or a joint venture has subsidiariescages or joint ventures, the profit or loss, otbemprehensive income and net as
taken into account in applying the equity method #rose recognized in the associate's or jointuelst financial statemel
(including the associate's or joint venture's sludréne profit or loss, other comprehensive incaane net assets of its associates
joint ventures)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014

Note 1. Nature of Business and Summary of Sigrifant Accounting Policies (continued)

Under the equity method, an investment is initialygognized at cost, and the carrying amount iseased or decreasec
recognize the investor's share of the profit os lo6the investee after the date of acquisitiore Group's investment in associi
includes goodwill identified on acquisition. Didtutions received from an investee reduce the gagrgimount of the investment.

The Group's share of an investee's pasfisition profit or loss is recognized in thedme statement, and its share of
investee's postcquisition movements in other comprehensive incdameecognized in other comprehensive income wi
corresponding adjustment to the carrying amourthefinvestment. When the Group's share of lossas investee equals or exce
its interest in the investee, including any othesecured receivables, the Group does not recofimitresr losses, unless it has incul
legal or constructive obligations or made paymentbehalf of the investee.

Gains and losses resulting from upstream and dogarsttransactions between the Group and its inegstee recognized in 1
Group's financial statements only to the extentrotlated investors' interests in the investees.

After application of the equity method, the Groyples IAS 39,Financial Instruments: Recognition and Measurem@mis
39"), to determine whether it is necessary to recognigeimpairment loss with respect to its net invesitria an associate or jo
venture, and its interest in an associate or je@rtture that does not constitute part of the ne¢stment and the amount of t
impairment loss.

The financial statements of MFC Industrial andsitbsidiaries, joint arrangements and associates insthe preparation of t
consolidated financial statements are prepared #seosame date, using uniform accounting poliéteslike transactions and ott
events in similar circumstances.

Foreign Currency Translation

The presentation currency of the Group's cons@iiinancial statements is the U.S. dollar. Theugrohose to use the U
dollar as its presentation currency because theritapf MFC Industrial's shareholders are from ths.

MFC Industrial conducts its business throughoutwiogld through its foreign operations. Foreign @tiems are entities that :
subsidiaries, associates, joint arrangements arches, the activities of which are based or coretlist countries or currencies ot
than those of MFC Industrial. Functional currengyhie currency of the primary economic environnienthich an entity operates &
is normally the currency in which the entity priifargenerates and expends cash. Foreign curreneydsrrency other than t
functional currency of the entity. The functionalriency of MFC Industrial and the majority of isréign operations are currenc
other than the U.S. dollar.

Reporting foreign currency transactions inftirectional currency

A foreign currency transaction is recorded, oniahitecognition in the functional currency, by agpt to the foreign curren:
amount the spot exchange rate between the funttomgency and the foreign currency at the datéheftransaction. At the end
each reporting period: (a) foreign currency moneit@ms are translated using the closing ratep@mmonetary items denominatec
a foreign currency that are measured in termssibtical cost are translated using the exchangeatathe date of the transaction;
(c) foreign currency nomonetary items that are measured at fair valuéranslated using the exchange rates at the date thkdai
value was determined.

Exchange differences arising on the settlementarietary items or on translating monetary itemsitds different from those
which they were translated on initial recognitiarridg the period or in previous periods are recpeghiin profit or loss in the period
which they arise, except for exchange differencesng on a monetary item that forms part of a répg entity's net investment ir
foreign operation which are initially recorded ither comprehensive income in the consolidated fiizstatements and reclassi
from equity to profit or loss on disposal of the mwestment.

When a gain or loss on a namnetary item is recognized in other comprehenisigeme, any exchange component of that
or loss is recognized in other comprehensive incddoaversely, when a gain or loss on a nmmetary item is recognized in profil
loss, any exchange component of that gain or Besciognized in profit or loss.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014

Note 1. Nature of Business and Summary of Sigrifant Accounting Policies (continued)
Use of a presentation currency other thanuhetfonal currency

The results and financial position of an entity eé@dunctional currency are translated into a déffiépresentation currency usi
the following procedures: (a) assets and liabgifier each statement of financial position presgaie translated at the closing rat
the date of that statement of financial positidn), ihcome and expenses for each statement of chmpseve income or separ:
income statement presented are translated at #ragey exchange rates for the periods (which apmeatel the exchange rates at
dates of the transactions); and (c) all resultixghange differences are recognized in other conemistie income.

The following table sets out exchange rates forttheslation of Canadian dollars (CDN$ or C$), BufBUR or €)and Chines
yuans (Renminbi or RMB), which represented the miagaling currencies of the Group, into U.S. daliar

CDN$ EUR RMB
Closing rate at December 31, 2014 0.862( 1.2101 0.1611
Average rate for the year 2014 0.905¢ 1.328¢ 0.162:
Closing rate at December 31, 2013 0.9402 1.377¢ 0.1652
Average rate for the year 2013 0.971( 1.328¢ 0.162¢
Closing rate at December 31, 2012 1.0051 1.318¢ 0.160¢
Average rate for the year 2012 1.000¢ 1.285¢ 0.158¢

Fair Value Measurement

Certain assets and liabilities of the Group aresue=l at fair value.

Fair value is the price that would be receivedeiban asset or paid to transfer a liability inaderly transaction between mar
participants at the measurement date. A fair vateasurement is for a particular asset or liabilitrerefore, when measuring f
value, the Group takes into account the charatiterisf the asset or liability if market particigarwould take those characteristics i
account when pricing the asset or liability at theasurement date. A fair value measurement assiinaiethe transaction to sell t
asset or transfer the liability takes place either:

(a) inthe principal market for the asset or liabilioy;
(b) inthe absence of a principal market, in the mdstatageous market for the asset or liabi

The Group measures the fair value of an assetiabitity using the assumptions that market paptieits would use when prici
the asset or liability, assuming that market pgrdints act in their economic best interest.

The Group uses valuation technigues that are agptepn the circumstances and for which sufficiéata is available to meast
fair value, maximizing the use of relevant obselwahputs and minimizing the use of unobservablauia. IFRS 13Fair Value
Measuremen(“IFRS 13"), establishes a fair value hierarchy that categorizesnputs to valuation techniques used to meafsur
value into three levels:

Level 1 inputs are quoted prices (unadjusted) bivagnarkets for identical assets or liabilitiestthhe entity can access at
measurement date.

Level 2 inputs are inputs other than quoted pricetuded within Level 1 that are observable for #eset or liability, eithe
directly or indirectly.

Level 3 inputs are unobservable inputs for thetamskability.
Assessing the significance of a particular inputhi fair value measurement in its entirety requjuoglgment, considering factc
specific to the asset or liability.

Noncurrent Assets Held for Sale

A non-current asset (or disposal group) is classifietledd for sale if its carrying amount will be recose principally through
sale transaction rather than through continuing Esethis to be the case, the asset (or dispesapy must be available for immedi:
sale in its present condition subject only to tetha are usual and customary
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Note 1. Nature of Business and Summary of Sigrifant Accounting Policies (continued)

for sale of such asset (or disposal group), theagjate level of management must be committedptaa to sell the asset (or dispc
group) and an active program to locate a buyercamiplete the plan must have been initiated. Further asset (or disposal gro
must be actively marketed for sale at a price ihaeasonable in relation to its current fair vahrel the sale is highly probable
complete within one year from the date of clasatfin, except as permitted under certain eventscandmstances. If the afores
criteria are no longer met, the Group ceases 8sifjathe asset (or disposal group) as held fa. sal

Non-current assets (and disposal groups) are classifidueld for sale and measured at the lower of taerying amounts ai
fair values less costs to sell, except for investnproperty which is measured at fair value (seéeNoB.(x)). The Group does |
depreciate or amortize a hon-current asset whisedtassified as held for sale.

Use of Estimates and Assumptions and Measurentdmcertainty

The timely preparation of the consolidated finahstatements in conformity with IFRS requires masragnt to make estima
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingssets and liabilities at the dat
the financial statements and the reported amountsvenues and expenses during the reporting peMasiagement's best estim:
are based on the facts and circumstances avadalhe time estimates are made, historical expegiegeneral economic conditic
and trends, and management's assessment of probdéinle outcomes of these matters. Actual resubtsldc differ from thes
estimates, and such differences could be matdfial. critical judgments in applying accounting piE& and major sources
estimation uncertainty, see Notes 1C and 1D.

B. Significant Accounting Policies

(i) Financial Instruments

All financial assets and financial liabilities akassified by characteristic and/or managemennhtntxcept for certain financ
instruments which are excluded from the scopdijrahcial assets are classified into one of fodegaries: at fair value through prt
or loss, held-to-maturity, loans and receivables] available-forsale; and all financial liabilities are classifiaito one of twi
categories: at fair value through profit or losgl ahamortized cost.

A financial asset or financial liability at fair kee through profit or loss is a financial assefioancial liability that meets either
the following conditions: (a) it is classified aslth for trading if it is (i) acquired or incurredipcipally for the purpose of selling
repurchasing it in the near term; (ii) part of atfwio of identified financial instruments thateamanaged together and for which tl
is evidence of a recent actual pattern of stenra profit taking; or (iii) a derivative, exceptrfa derivative that is a designated
effective hedging instrument; or (b) it is desigrthby the Group upon initial recognition as at faifue through profit or loss wh
certain conditions are met. Generally, a finantiatrument cannot be reclassified out of the faiue through profit or loss categ
while it is held or issued, except in rare circuanses.

Available-for-sale financial assets are those derivative financial assets that are designateavagable for sale, or that are
classified as loans and receivables, held-to-ntgtimvestments, or at fair value through profitass.

Non-derivative financial liabilities are classified financial liabilities measured at amortized.cos

When a financial asset or financial liability iscognized initially, the Group measures it at its falue plus, in the case o
financial asset or financial liability not at fawtalue through profit or loss, transaction costst t@ directly attributable to t
acquisition or issue of the financial asset or fitial liability. Transaction costs related to thegaisition of a financial asset
financial liability at fair value through profit doss are expensed as incurred. The subsequentireeesit of a financial instrume
and the recognition of associated gains and ldssstermined by the financial instrument clasatien.

After initial recognition, the Group measures finmh assets, including derivatives that are asseteir fair values, without a
deduction for transaction costs it may incur ore sal other disposal, except for the following fineh assets: (a) held-tmaturity
investments which are measured at amortized cas tise effective interest method; (b) loans arabieables which are measure:
amortized cost using the effective interest method;
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(c) investments in equity instruments that do reoteha quoted market price in an active market amobe fair value cannot be relia
measured and derivatives that are linked to and brusettled by delivery of such unquoted equistrimments which are measure
cost. All financial assets except those measuréairatalue through profit or loss are subjectewiew for impairment.

After initial recognition, the Group measures aflahcial liabilities at amortized cost using théeefive interest method, exc
for financial liabilities that are classified atirfasalue through profit or loss (including deriwvags that are liabilities) which ¢
measured at their fair values (except for derivatiabilities that are linked to and must be sdttiy delivery of an unquoted eqt
instrument whose fair value cannot be reliably mmeas, which should be measured at cost).

Regular way purchases and sales of financial aasetccounted for at the settlement date.

A gain or loss on a financial asset or financiabiiity classified as at fair value through prafitloss is recognized in profit or Ic
for the period in which it arises. A gain or loss @n available-fosale financial asset is recognized in other congmsive incom
except for impairment losses, until the financisdet is derecognized, at which time the cumulagaie or loss previously recogniz
in accumulated other comprehensive income is razedrin profit or loss for the period. For finaricéssets and financial liabiliti
carried at amortized cost, a gain or loss is reizeghin profit or loss when the financial assefioancial liability is derecognized
impaired, and through the amortization process.

Whenever quoted market prices are available, bizkprare used for the measurement of fair valu@nahcial assets while a
prices are used for financial liabilities. When tharket for a financial instrument is not activiee tGroup establishes fair value
using a valuation technique. Valuation techniquadude using recent arm's length market transastimetween knowledgeak
willing parties, if available; reference to the @nt fair value of another financial instrumentttisasubstantially the same; discour
cash flow analysis; option pricing models and otveduation techniques commonly used by market gipgints to price the financ
instrument.

The Group assesses at each balance sheet datemthette is any evidence that a financial asseraup of financial assets
impaired. If such evidence exists, the Group wélledmine the amount of the impairment loss. A digait or prolonged decline in t
fair value of an investment in an equity instrumieelow its cost is an objective evidence of impaini The Group considers a dec
in excess of 25 percent generally as significamd; @ decline in a quoted market price that perfist$5 months as prolonged.

(i) Cash and Cash Equivalents

Cash and cash equivalents include cash on hanld,atdsanks and highly liquid investments (e.g. nyomarket funds) readi
convertible to a known amount of cash and subjeetntinsignificant risk of change in value. Theyéanaturities of three months
less from the date of acquisition and are genenalgrest-bearing.

(iii) Restricted Cash

Restricted cash is cash and cash equivalentsrinaeaaside for restricted use pursuant to tmesterf a contract or an agreeme

(iv) Securities

Securities are classified as at fair value thropgifit or loss (i.e. held for trading), or shortsteor long-term available-fosale
securities.

Publiclytraded securities (debt and equity) which are aeguprincipally for the purpose of selling in thean term are classifi
as held for trading. Securities held for trading mreasured at their bid prices on the reporting.dat

Available-for-sale securities consist of publithgded securities and unlisted equity securitiekhvare not held for trading a
not held to maturity. Long-term available-fsale securities are purchased with the intentiohald until market conditions renc
alternative investments more attractive. Short-tamailable-forsale securities are held with the intention of ngemaent to sell withi
the current operating cycle but do not meet thendiein of trading securities.

86




TABLE OF CONTENTS

MFC INDUSTRIAL LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014

Note 1. Nature of Business and Summary of Sigrifant Accounting Policies (continued)

When a decline in the fair value of an availabledale security has been recognized in other compsareincome and there
objective evidence that the asset is impaired, dimaulative loss that had been recognized in otlwenpcehensive income
reclassified from equity to profit or loss as alassification adjustment even though the securég hot been derecogniz
Impairment losses recognized in profit or loss darinvestment in an equity instrument classifiecheailable for sale shall not
reversed through profit or loss.

If, in a subsequent period, the fair value of atdaebtrument classified as available for sale iases and the increase cai
objectively related to an event occurring after thgairment loss was recognized in profit or lo® impairment loss shall
reversed, with the amount of the reversal recoghizerofit or loss.

Gains and losses on sales of securities are rexejon the average cost basis.

(v) Receivables

Receivables are classified as loans and receivabl@gare measured at amortized cost.

Receivables are net of an allowance for creditdesg any. The Group performs ongoing credit extdun of its customers a
adjusts the allowance accounts for specific custaisks and credit factors. Receivables are consitlpast due on an individual bt
based on the terms of the contracts.

(vi) Allowance for Credit Losses

The Group applies credit risk assessment and vatuatethods to its trade and other receivables. Ghmup's allowance fi
credit losses is maintained at an amount considadetjuate to absorb estimated creeliéted losses. Such allowance refl
management's best estimate of the losses in thepGroeceivables and judgments about economic tonsli Estimates ai
judgments could change in the r-term, and could result in a significant change teeeognized allowance. Credit losses ¢
primarily from receivables but may also relate theo credit instruments issued by or on behalhef Group, such as guarantees
letters of credit. An allowance for credit lossegynibe increased by provisions which are chargeédcimme and reduced by writsfs
net of any recoveries.

Specific provisions are established on an indivichasis. A country risk provision may be made basadexposures in le
developed countries and on management's overaéss®nt of the underlying economic conditions oséhcountries. Writeffs are
generally recorded after all reasonable restrunguor collection activities have taken place anerehis no realistic prospect
recovery.

(vii) Derivative Financial Instruments

A derivative is a financial instrument or other tract with all three of the following characteristi (a) its value changes
response to the change in a specified interest fiatencial instrument price, product price, foreigxchange rate, index of prices
rates, credit rating or credit index, or other @hte; (b) it requires no initial net investmentaor initial net investment that is sma
than would be required for other types of contrélatd would be expected to have a similar resptmshanges in market factors; i
(c) it is settled at a future date. A derivativeaincial instrument is either exchangaded or negotiated. A derivative is includedhe
consolidated statement of financial position ancheasured at fair value. The recognition and measent of a derivative financ
instrument is covered by IAS 3%vhich does not apply to a contract that is enté@remland continues to be held for the purpose €
receipt or delivery of a non-financial item in aodance with the entity's expected purchase, salsage requirements.

Derivatives embedded in other financial instrumenmtsther host contracts are treated as separetaiilees and recorded in t
consolidated statement of financial position at ¥@lue when their risks and characteristics atectosely related to those of the F
contract. Changes in the fair value of those embeédtkrivatives recognized in the consolidated state of financial position a
recognized in profit or loss as they arise.

Where the Group has both the legal right and intergettle derivative assets and liabilities sirewdtously with a counterpar
the net fair value of the derivative financial mshents is reported as an asset or liability, gs@piate.
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Changes in the fair values of derivative finanastruments that do not qualify for hedge accountire recognized in profit
loss as they arise.

(viii) Inventories

Inventories principally consist of raw materialgnk-in-progress, and finished goods. Inventories, othem firoducts acquired
commodity activities, are recorded at the lowercobt and estimated net realizable value. Cost, eviagpropriate, includes
allocation of manufacturing overheads incurredrinding inventories to their present location aoddition and is assigned by us
the first-in, firstout formula for inventories in the supply chain ibess and weighted average cost formula for otheeritories. N¢
realizable value represents the estimated sellifag pess all estimated costs of completion andscts be incurred in marketir
selling and distribution. The amount of any wrilewn of inventories to net realizable value andaaes of inventories are recogni
as an expense in the period the write-down or dassirs. The reversal of a writk»wn of inventories arising from an increase ir
realizable value is recognized as a reductionératinount of costs of sales and services in thegariwhich the reversal occurs.

Products acquired in commodity activities with pfhepose of selling in the near future and genegadiprofit from fluctuations
price or broker-traders' margin are measured avdile less costs to sell.

(ix) Real Estate Held for Sale

Real estate held for sale is real estate intendeddle in the ordinary course of business or @& glocess of construction
development for such sale.

Real estate held for sale is accounted for as tovieis at the lower of cost (on a specific itemigjaand net realizable value. |
realizable value is estimated by reference to galeeeds of similar properties sold in the ordinasyrse of business less all estim
selling expenses around the reporting date, or Bgagement estimates based on prevailing marketitoored The amount of al
write-down of properties to net realizable valugdsognized as an expense in the period the waven occurs. The reversal ¢
write-down arising from an increase in net realiealalue is recognized in the period in which teeearsal occurs.

All of the Group's real estate held for sale isated in Europe.

(x) Investment Property

Investment property is property that is held fonggating rental income or for capital appreciatiorboth, rather than for: (a) t
in the production or supply of goods or servicedasradministrative purposes; or (b) sale in thdimary course of business. 7
Group's investment property comprises freehold kamdi buildings. Investment property is initiallcognized at cost including rela
transaction costs. After initial recognition, intreent property is measured at fair value, with gjeanin fair value recognized in
Group's profit or loss in the period in which itsas.

The fair value of investment property is the pratewhich the property could be exchanged betweawladgeable, willin
parties in an arm's length transaction. Fair vapecifically excludes an estimated price inflateddeflated by special terms
circumstances, special considerations or concesgjoemted by anyone associated with the sale. ToepGdetermines fair val
without any deduction for transaction costs it niagur on sale or other disposal. Fair value on@neup's investment property
based on valuations prepared annually by extemaluators in accordance with guidance issued byltiernational Valuatic
Standard Committee and reviewed by the Group inrdemce with guidance on fair value in IFRS 13.

All of the Group's investment property is locatadsiurope. As at December 31, 2014 and 2013, thegZdnvestment prope
has been included and presented in assets heddltor

(xi) Property, Plant and Equipment

Property, plant and equipment are carried at oestpf accumulated depreciation and, if any, acdatad impairment losses. T
initial cost of an item of property, plant and g@uent comprises its purchase price or construciimh, any costs directly attributa
to bringing the asset into operation, the initstiraate of any
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decommissioning obligation, if any, and, for qualfy assets, borrowing costs. The purchase pricemstruction cost is the aggreg
amount paid and the fair value of any other comatiten given to acquire the asset. Where an itepraperty, plant and equipment
part of the item that was separately depreciatertbfigaced and it is probable that future econondnefits associated with tl
replacement item will flow to the Group, the cobtle replacement item is capitalized and the dagrgmount of the replaced asse
derecognized. All other replacement expenditureserognized in profit or loss when incurred.

Inspection costs associated with major maintengnograms are capitalized and amortized over thiegéo the next inspectio
The costs of maintenance turnarounds of faciliies capitalized and amortized over the period &ribxt scheduled turnarour
generally three years. All other maintenance castexpensed as incurred.

The depreciable amounts of the Group's propergntpend equipment (i.e. the costs of the asssesstheir residual values) ¢
depreciated according to the following estimateddiand methods:

Lives Method
Buildings 20 year: straight-line
Processing plant and equipment 5to 20 year straight-line
Refinery and power plants 20 to 30 year straight-line
Office equipment and other 3to 10 year straight-line

Depreciation expense is included in either costsatés and services or selling, general and adiratiise expense, whichever
appropriate.

The residual value and the useful life of an aasetreviewed at least at each financial yerad-and, if expectations differ frc
previous estimates, the changes, if any, are ateddar as a change in an accounting estimatedardance with IAS 8Accounting
Policies, Changes in Accounting Estimates and Er(“IAS 8”). The depreciation method applied to an asset iewad at least
each financial yeaend and, if there has been a significant changdenexpected pattern of consumption of the futu@nemic
benefits embodied in the asset, the method is @uang reflect the changed pattern. The carrying uarhof property, plant ar
equipment is reviewed for impairment whenever evemt changes in circumstances indicate the carrgimgunt may not b
recoverable.

The carrying amount of an item of property, plantl @quipment is derecognized upon disposal or wiefuture economi
benefits are expected to arise from the continwsedaf the asset. Any gain or loss arising on depition of the asset (calculated
the difference between the net disposal proceed$tencarrying amount of the item) is included iioffh or loss in the period in whic
the item is derecognized.

(xii) Exploration and Evaluation Assets

Exploration and evaluation assets comprise hydbamraprobable reserves and hydrocarbon unproved lenthe consolidate
statements of financial position.

Pre-license costs are recognized in profit or &ssBicurred.

Exploration and evaluation costs, including thetga@d$ acquiring undeveloped land and drilling casts initially capitalized unt
the drilling of the well is complete and the resuiave been evaluated in order to determine thenitead feasibility and commerci
viability of the asset. Technical feasibility andnemercial viability are considered to be determieabhen proved and/or probal
reserves are determined to exist. When proved amiabable reserves are found, the drilling costd the costs of associat
hydrocarbon unproved lands are reclassified taéste in resource properties; or from hydrocarboproved lands to hydrocarb
probable reserves. The cost of hydrocarbon undpeditand that expires or any impairment recogniheihg a period is charged
profit or loss.
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(xiii) Interests in Resource Properties

The Group's interests in resource properties ircladoyalty interest in an iron ore mine and hydrbon development a
production assets, as well as extracting facilitlagch were sold in 2013.

(a) Recognition and measurement

Interests in resource properties are initially nnead at cost and subsequently carried at costaessmulated depletion and
any, accumulated impairment losses.

The cost of an interest in resource property inetuthe initial purchase price and directly attrtnlé expenditures to fir
develop, construct and complete the asset. Thisicolsides reclassifications from exploration angleation assets, installation
completion of infrastructure facilities such astfdems, pipelines and the drilling of developmengll®, including unsuccess
development or delineation wells. Any costs direattributable to bringing the asset to the locatimd condition necessary to ope
as intended by management and result in an idaigfifuture benefit are also capitalized. Theséscioglude the estimate of ¢
decommissioning obligations and, for qualifyingedsscapitalized borrowing costs.

(b) Subsequent costs

Costs incurred subsequent to the determinatioratirtical feasibility and commercial viability arftetcosts of replacing parts
property are capitalized only when they increaseftiure economic benefits embodied in the speeasiet to which they relate. Si
capitalized costs generally represent costs indurreleveloping proved reserves and bringing irmnancing production from st
reserves, and are accumulated on a field or genitdharea basis. All other expenditures are reizeghin profit or loss as incurre
The costs of periodic servicing of the propertigsracognized in operating expenses as incurred.

The carrying amount of any replaced or sold compbisederecognized.

(c) Depletion

The carrying amount of an interest in a resourcgenty is depleted using the unit of productionhodtby reference to the ra
of production in the period to the related reserves

For interests in hydrocarbon properties, depleigocalculated based on proved producing reserakmg into account estimat
future development costs necessary to bring theserves into production and the estimated salvalyes of the assets at the en
their useful lives. Future development costs atienased taking into account the level of developtrequired to continue to prodt
the reserves. Reserves for hydrocarbon propentesstimated annually by independent qualifiedriesevaluators, and represent
estimated quantities of natural gas, natural gasds and crude oil which geological, geophysicad angineering data demonst
with a specified degree of certainty to be recovieran future years from known reservoirs and which considered commercie
producible. For depletion purposes, relative volsimepetroleum and natural gas production and vesesire converted at the ene
equivalent conversion rate of six thousand culet & natural gas to one barrel of crude oil.

For the royalty interest in an iron ore and exiracfacilities, depletion is calculated based ooved and probable reserves.
estimate of the reserves of iron ore is revieweénelver significant new information about the resasvavailable, or at least at e
financial year-end.

(xiv) Intangible Assets

Intangible assets are measured at cost, net ofragated depreciation and, if any, accumulated inmpait losses. An intangit
asset acquired as part of a business combinatiore#&sured at fair value at the date of acquisgiod is recognized separately f
goodwill if the asset is separable or arises framt@ctual or other legal rights. Intangible asséth a finite life are amortized or
straightline basis over their expected useful lives. Theeeked useful lives of intangible assets are resban an annual basis anc
necessary, changes in useful lives are accountgatdepectively.
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(xv) Farmout Arrangements

A farm-out is an arrangement whereby an entity (the fayragrees to dispose of a working interest in anaod natural g:
property to a third party (the farmee), in exchafgethe farmee making a cash payment to the faramat/or incurring certa
expenditures on the property on behalf of the farrm@arn that interest.

The Group uses the carrying amount of the intedoeftre the farmout as the carrying amount for the portion of theeiies
retained (unless cash consideration is received)daes not record any amounts for exploration edipa@res made by the farmee. -
carrying amount is transferred from hydrocarbonramned lands or hydrocarbon probable reserves imeyésts in resource proper
if the expenditures made by the farmee to earnnierest in the property result in the identificatiof technically feasible a
economically viable reserves.

(xvi) Impairment of Nonrfinancial Assets

The Group reviews the carrying amounts of its financial assets at each reporting date to determihether there is a
indication of impairment. If any such indicationigts, then the asset's recoverable amount is @stima

Hydrocarbon probable reserves are tested for immgait when they are reclassified to interests ioue® properties or wh
indicators exist that suggest the carrying valug ewceed the recoverable amount. For purposes pdirment testing, hydrocarb
probable reserves are grouped with related produgsource properties into a cash-generating t®&(”) with common geograpl
and geological characteristics.

Unproved land is evaluated for indicators sepayateim interest in resource properties and hyddoaarprobable reservi
Impairment is assessed by comparing the carryinguamof unproved land to values determined by alependent land evalua
based on recent market transactions.

The recoverable amount is the higher of an adsét'salue less costs of disposal or valuaige. Where an individual asset ¢
not generate separately identifiable cash flowspgrairment test is performed at the CGU level. BlCis the smallest identifiak
group of assets that generates dafibws that are largely independent of the cadloivs from other assets or groups of assets. W
the carrying amount of an asset or CGU exceedsedsverable amount, the asset is considered inthainel written down to i
recoverable amount. In assessing valuesa; the estimated future cash flows are discoutati¢deir present value using a discc
rate that reflects current market assessmentsdfrite value of money and the risks specific toabset. In determining fair value |
costs of disposal, an appropriate valuation moslelsed. These calculations are corroborated byrettealuation metrics or otr
available fair value indicators wherever possible.

In assessing the carrying amounts of the Groupsowed properties, management takes into accouatefiplans for thos
properties, the remaining terms of the leases agdther factors that may be indicators of potéimtigairment.

An assessment is made at each reporting datevaisetther there is an indication that previously ggiped impairment losses
longer exist or have decreased. If such indica#gists, an estimate of the asset's recoverable mmsueviewed. A previous
recognized impairment loss is reversed to the éxteat the events or circumstances that triggeheddriginal impairment ha
changed. The reversal is limited so that the cagnamount of the asset does not exceed its redueesemount, nor exceed -
carrying amount that would have been determinetl,ohelepreciation, depletion and amortization hadimpairment loss be
recognized for the asset in prior periods.

A reversal of an impairment loss for a CGU is alied to the assets of the CGU, pata with the carrying amounts of th
assets.

(xvii) Leases

A lease is classified as an operating lease ibésdnot transfer substantially all the risks andarels incidental to ownersh
Operating lease payments are expensed in prdfiseron a straight line-basis over the term ofi¢lase.
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(xviii) Sale and Repurchase Arrangements

The Group entered into sale and repurchase agréeméth other broketraders pursuant to which the Group sold an a
quantity at agreed prices and undertook to buy llaelsame quantity of the same product at the seyreed prices in future perio
These sale and repurchase transactions were aedoiamtas financing arrangements. The sale andckase agreements were non-
interestbearing. Cash received was discounted at the mantezest rate and presented as deferred salditlehin the consolidate
statement of financial position. Deferred saleiliés were accreted, with the accretion includegrofit or loss. When the transact
was unwound in the normal course of business, wastpaid back to the counterparty, with a redudtiothe deferred sale liabilities.

All the sale and repurchase arrangements were umhiol2013.

(xix) Defined Benefit Pension Plan

The Group has two defined benefit pension plans.

The Group recognizes a net defined benefit lighilwhich represents the deficit of a defined benpénsion plan and
calculated by deducting the fair value of plan ts$®m the present value of the defined benefligakions, in the consolidat
statement of financial position. When the Group &asirplus in a defined benefit plan, it measunesnet defined benefit asset at
lower of (a) the surplus in the defined benefitpland (b) the asset ceiling. The Group account®nly for its legal obligation und
the formal terms of a defined benefit plan, bubdts any constructive obligation that arises friva Group's informal practices.
asset relating to one plan is not offset agaitistbélity relating to another plan.

The Group uses the projected unit credit methodetermine the present value of its defined bemdfiigations and the relat
current service cost and, where applicable, pasicgecost. Actuarial assumptions are unbiasednaniially compatible and compr
demographic and financial assumptions.

Past service cost, which is the change in the ptesdue of the defined benefit obligation for eoy#e service in prior perio
resulting from a plan amendment or curtailmenteiognized as an expense at the earlier of whearttndment/curtailment occ
or when the Group recognizes related restructuoingermination costs. The gain or loss on a setil@mwhich is the differen
between the present value of the defined benefigatipn being settled and the settlement priceggnized when the settlem
occurs.

Current service cost and net interest on the rfetetébenefit liability (asset) are recognized iofft or loss.

Remeasurements of the net defined benefit liabjligset), which comprise actuarial gains and Igdbesreturn on plan ass
(excluding amounts included in net interest onrteedefined benefit liability (asset)) and any ajein the effect of the asset ceil
(excluding amounts included in net interest onrteedefined benefit liability (asset)), are recagui in other comprehensive incc
and are not reclassified to profit or loss in asaguent period.

(xx) Provisions and Contingencies

Provisions are recognized when the Group has a&mpredligation as a result of a past event, itra@bpble that an outflow
resources embodying economic benefits will be meguio settle the obligation and a reliable estimen be made of the amoun
the obligation. Provisions are measured at manageésnbest estimate of the expenditure requiredettiesthe obligation at tl
reporting date. Where appropriate, the future ¢ash estimates are adjusted to reflect risks sjetif the liability. If the effect of tr
time value of money is material, provisions areedetned by discounting the expected future cashlat a preax rate that reflec
current market assessments of the time value ofegnand the risks specific to the liability. Wheiisabunting is used, the increas
the provision due to the passage of time is reaaghas interest expense.

Contingent liabilities are possible obligations whoexistence will only be confirmed by future egenbt wholly within th
control of the Group. Contingent liabilities, othan those assumed in connection with businesbications which are measure(
fair value at the acquisition date, are not recoephiin the consolidated financial statements beitdésclosed unless the possibility
an outflow of economic resources is considered temaegal costs in connection with a loss contimgeare recognized in profit
loss when incurred.
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(xxi) Decommissioning Obligations

The Group provides for decommissioning, restoratiod similar liabilities (collectively, decommisgiag obligations, or ass
retirement obligations) on its resource propertfesilities, production platforms, pipelines andet facilities based on estime
established by current legislation and industrycficas. The decommissioning obligation is initiatyeasured at fair value &
capitalized to interests in resource propertieproperty, plant and equipment as an asset retireoost. The liability is estimated
discounting expected future cash flows requiresktitie the liability using a prex rate that reflects current market assessméite
time value of money and the risks specific to thbility. The estimated future asset retirementsaosay be adjusted for risks sucl
project, physical, regulatory and timing. The esti@s are reviewed periodically. Changes in theipimv as a result of changes in
estimated future costs or discount rates are atideddeducted from the asset retirement costerp#riod of the change. The liabi
accretes for the effect of time value of moneylunts settled. The capitalized asset retiremerst és amortized through depreciat
depletion and amortization over the life of theatetl asset. Actual asset retirement expenditueeseaorded against the obligai
when incurred. Any difference between the accrigdility and the actual expenditures incurred isorded as a gain or loss in
settlement period.

(xxii) Puttable Instrument Financial Liabilities

A puttable financial instrument represents a camtia obligation for the issuer to repurchase deesn that instrument for ce
or another financial asset on exercise of the Puttable instruments held by noontrolling parties in a subsidiary are classiféexk
financial liability, which is recognized at an anmbiequal to the present value of the amount thaldcbe required to be paid to
counterparties. Changes in the measurement ofrtss gbligation due to the unwinding of the disdcamchanges in the amount t
the acquirer could be required to pay are recognizgrofit or loss.

The financial liability is reclassified to equityhen all the features of and conditions for clasatfon as equity are met. At st
time, equity is measured at the carrying amounheffinancial liability at the date of reclassifiice.

(xxiii) Own Equity Instruments

The Group's holdings of its own equity instrumeirtsluding common stock and preferred stock, aassified as “treasury stock”
and deducted from shareholders' equity at costratfie determination of the number of equity shameistanding. No gain or loss
recognized in profit or loss on the purchase, saléssue or cancellation of the Group's own eguisyruments.

(xxiv) Revenue Recognition

Revenues include proceeds from sales of globallguggin products and services, real estate prggernedical instruments &
supplies, fees from provisions of financial andeotiervices, rental income from and fair value gan investment property, inter
and dividend income, royalty income and net gaimsecurities.

Revenue from the sale of goods is recognized w{@@rithe Group has transferred to the buyer thafgignt risks and rewards
ownership of the goods (which generally coincidéth whe time when the goods are delivered to custemand title has passed);
the Group retains neither continuing manageriablivement to the degree usually associated with ostig nor effective control ov
the goods sold; (c) the amount of revenue can tesuamed reliably; (d) it is probable that the ecoiobenefits associated with 1
transaction will flow to the Group; and (e) the tsoscurred or to be incurred in respect of thaedeztion can be measured relia
For sales of hydrocarbon products, revenue is gdpeecognized at the time hydrocarbon productsrethe trading hub or are at
plant gate, depending on the contractual arrangemen

Revenue from rendering of services is recognizeenwvfa) the amount of revenue can be measuretlsel®) it is probable th.
the economic benefits associated with the trarmadtiill flow to the Group; (c) the stage of compbet of the transaction at t
reporting date can be measured reliably; and @@)ctsts incurred for the transaction and the dostemplete the transaction car
measured reliably.
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Revenue is measured at the fair value of the cerein received or receivable and represents atsoaoeivable for goods a
services provided in the normal course of businesspf discounts, customs duties and sales t&ben the Group charges shipg
and handling fees to customers, such fees arediedlin sales revenue. Where the Group acts aseam ag behalf of a third party
procure or market goods, any associated fee inég@meeognized but no purchase or sale is recorded.

For interest, royalty and dividend income, recdgnitis warranted when it is probable that econob@nefits will flow to th
Group and the amount of income can be measureablgliinterest income is recognized on a time pridgo basis, taking int
account the effective yield on the underlying asBelalty income is recognized on an accrual basiaccordance with the terms
the underlying agreement. Dividend income is recah when the Group's right as a shareholder teivecpayment has be
established.

(xxv) Costs of Sales and Services

Costs of sales and services include the cost oflggglobal supply chain products and services, @stdte properties, medi
instruments and supplies) sold. The cost of gootl$ iscludes both the direct cost of materials amtirect costs, freight charg
purchasing and receiving costs, inspection cosssiittition costs, overriding and other royaltiégehold mineral taxes as well
provision for warranty when applicable.

Costs of sales and services also include the waoteas of inventories, net loss on securities, ¢rémises on loans a
receivables and fair value gain and loss on investrproperty, commodity inventories and derivativatracts.

The reversal of write-downs of inventories andwoce for credit losses reduce the costs of saldservices.

(xxvi) Employee Benefits

Wages, salaries, bonuses, social security coniitsjt paid annual leave and sick leave are acdruéide period in which tt
associated services are rendered by employees @ribup. The employee benefits are included ireeitosts of sales and service
selling, general and administrative expense, abcajyte.

(xxvii) ShareBased Compensation

The cost of equitwettled transactions with employees is measuredefgrence to the fair value at the date at whichitg
instruments are granted and is recognized as aansgpover the vesting period, which ends on the datwhich the releva
employees become fully entitled to the award. Falue is determined by using an appropriate vadnathodel. No expense
recognized for awards that do not ultimately vet.each reporting date before vesting, the cumedagxpense is calculat
representing the extent to which the vesting pehiasl expired and management's best estimate atthievement or otherwise of non-
market conditions and the number of equity instmitmehat will ultimately vest. The movement in cuaiive expense since t
previous reporting date is recognized in profitass, with a corresponding amount in equity.

When the terms of an equigettled award are modified or a new award is deséghas replacing a cancelled or settled awar
cost based on the original award terms continuég t@cognized over the original vesting periodaddition, an expense is recogni
over the remainder of the new vesting period fer iticremental fair value of any modification, basedthe difference between
fair value of the original award and the fair valoethe modified award, both as measured on the d&tthe modification. N
reduction is recognized if this difference is négatWhen an equitgettled award is cancelled other than by forfeitwteen th
vesting conditions are not satisfied, it is treadsdf it had vested on the date of cancellatiahamy cost not yet recognized in profi
loss for the award is expensed immediately.

Sharebased compensation expenses are classified asgsefieneral and administrative expenses. When stptions ar
exercised, the exercise price proceeds togethér tiwé amount initially recorded in the contribudplus account are creditec
capital stock.

(x x viii ) Finance Costs

Finance costs comprise interest expense on borgswatcretion of the discount on provisions, dec@sioning obligations ar
other liabilities and charges and fees relatinfatboring transactions.
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Finance costs directly attributable to the acgioisjt construction or production of qualifying assetvhich are assets t
necessarily take a substantial period of time torgady for their intended use, are added to tls¢ abthose assets, until such tim
the assets are substantially ready for their irgdnase. All other finance costs are recognizedrdfitpor loss in the period in whi
they are incurred.

Share capital and debt are recorded at the proaeedésed, net of direct issue costs. Finance @sarmcluding premiun
payable on settlement or redemption and direceisaists for debt, are charged to profit or losawmccrual basis using the effec
interest method and are added to the carrying ahafuhe instrument to the extent that they aresatied in the period in which th
arise.

(xxix) Income Taxes

Tax expense (tax recovery) comprises current t@etmse (current tax recovery) and deferred tax esgpéeferred tax recove
and includes all domestic and foreign taxes whiehbased on taxable profits. The tax currently peeys based on the taxable prc
for the period. Taxable profit differs from incorbefore income taxes as reported in profit or lassalbise it excludes items of incc
or expense that are taxable or deductible in qtbeods and it further excludes items that are neweble or deductible. The Grot
liability for current tax is calculated using teates that have been enacted or substantively ehbgtthe reporting date. Deferred
is provided, using the liability method, on all teonary differences at the reporting date betweentdl bases of assets and liabil
and their carrying amounts for financial reportmgposes.

Deferred income tax liabilities are recognizeddttaxable temporary differences:

- except where the deferred income tax liabilityesien goodwill that is not tax deductible or thiahrecognition of an ass
or liability in a transaction that is not a busiseembination and, at the time of the transactdfects neither the account
profit nor taxable profit or los:

- inrespect of taxable temporary differences asgettiaith investments in subsidiaries, branchesamsciates, and intere
in joint arrangements, except where the Group lis ttbcontrol the timing of the reversal of the porary differences and
is probable that the temporary differences will resterse in the foreseeable futt

Deferred income tax assets are recognized foreallictible temporary differences, cafgrward of unused tax credits and unt
tax losses, to the extent that it is probable thgable profit will be available against which ttheductible temporary differences i
the carry-forward of unused tax credits and undardosses can be utilized:

- except where the deferred income tax asset relttiige deductible temporary difference arises ftbeinitial recognitio
of an asset or liability in a transaction that & a business combination and, at the time ofrémestction, affects neither
accounting profit nor taxable profit or lo:

- in respect of deductible temporary differences @ased with investments in subsidiaries, branched associates, a
interests in joint arrangements, deferred tax asaed recognized only to the extent that it is plé that the tempore
differences will reverse in the foreseeable fut

On the reporting date, management reviews the Galgierred income tax assets to determine whéth&iprobable that tt
benefits associated with these assets will bezeshliThe Group also reassesses unrecognized defiecame tax assets. This rev
and assessment involve evaluating both positiveragative evidence. The Group recognizes a prelyiausecognized deferred t
asset to the extent that it has become probaliéutuae taxable profit will allow the deferred mme tax asset to be recovered.

Deferred income tax assets and liabilities are omealsat the tax rates that are expected to apptheryear when the asse
realized or the liability is settled, based on tates and tax laws that have been enacted or stilvstg enacted at the reporting di
Tax relating to items recognized in other comprshenincome or equity is recognized in other cornprsive income or equity a
not in profit or loss.

Deferred income tax assets and liabilities areedfighen there is a legally enforceable right toadeturrent income tax ass
against current income tax liabilities, and whegythelate to income tax levied by the same taxaigthority and the Group intends
settle its current tax assets and liabilities orebasis.
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Resource property revenue taxes and withholdingstgwhich include withholding taxes payable by bsadiary, associate
joint arrangement on distributions to the Grou) taeated as income taxes when they have the ¢bastics of an income tax. This
considered to be the case when they are imposeer wovernment authority and the amount payablealisutated by reference
revenue derived.

The Group includes interest charges and penaltiesioent tax liabilities as a component of inteegense.

(xxx) Earnings Per Share

Basic earnings per share is determined by dividetgncome attributable to ordinary equity holdefrshe parent company by 1
weighted average number of common shares outsddiring the period, net of treasury stock.

Diluted earnings per share is determined usingstirae method as basic earnings per share excephthateighted avera
number of common shares outstanding includes thenpal dilutive effect of stock options. For tharpose of calculating diluts
earnings per share, the Group assumes the exefdisalilutive options with the assumed proceedsnfthese instruments regarde
having been received from the issue of common stetrthe average market price of common sharesglthie period. The differen
between the number of common shares issued anguthber of common shares that would have been issudt average marl
price of common shares during the period is treatedn issue of common shares for no considerationadded to the weigh
average number of common shares outstanding. Tloargnof the dilution is the average market priceainmon shares during !
period minus the issue price and the issue prickides the fair value of services to be supplietheoGroup in the future under
share-based payment arrangement.

When shardsased payments are granted during the period,lhes issuable are weighted to reflect the poniothe perio
during which the payments are outstanding. Theeshesuable are also weighted to reflect forfesuvecurring during the peric
When stock options are exercised during the pesbdtes issuable are weighted to reflect the podfdahe period prior to the exerc
date and actual shares issued are included in¢fghted average number of shares outstanding tnerexercise date.

(xxxi) Business Combinations

The Group accounts for each business combinatioappying the acquisition method. Pursuant to tbguésition method, tt
Group, when a business combination occurs, idestifie acquirer (which obtains control of the a@g), determines the acquisit
date (on which the acquirer legally transfers tlstderation, acquires the assets and assumesatiiitiés of the acquiree
recognizes and measures the identifiable assetsradgthe liabilities assumed and any reamtrolling interest in the acquiree, :
recognizes and measures goodwill or a gain frorargain purchase (i.e. negative goodwill). The ideitte assets acquired and
liabilities assumed are measured at their acqoiisitiate fair values. Nocentrolling interest is measured at either its falue or it
proportionate share in the recognized amountseo$tibsidiary's identifiable net assets, on a t@saby-transaction basis.

The consideration transferred in a business cortibinds measured at fair value, which is calculated the sum of tl
acquisitiondate fair values of the assets transferred by dugieger, the liabilities incurred by the Group wrrher owners of tt
acquiree and the equity interests issued by thegro

In a business combination achieved in stages, ttoeigGremeasures its previously held equity intenesthe acquiree at
acquisition-date fair value and recognizes theltiegugain or loss, if any, in profit or loss.

If the initial accounting for a business combinatis incomplete by the end of the reporting pefiindvhich the combinatic
occurs, the Group reports in its financial statetsgmovisional amounts for the items for which #oeounting is incomplete. Duri
the measurement period, the Group retrospectivéilysts the provisional amounts recognized at ttpiiaition date to reflect ne
information obtained about facts and circumstaribas existed as of the acquisition date and, ifkmowould have affected t
measurement of the amounts recognized as of tiat Daring the measurement period, the Group &sognizes additional asset:
liabilities if new information is obtained aboutfa and circumstances that existed as of the dtiqnigate and, if known, would ha
resulted in
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the recognition of those assets and liabilitiesohghat date. The measurement period ends as s®dheaGroup receives 1
information it was seeking about facts and circameses that existed as of the acquisition dateasngethat more information is 1
obtainable. However, the measurement period doesxeeed one year from the acquisition date.

Acquisitiontelated costs are costs the acquirer incurs tatedféusiness combination. Those costs includesfiadees; advisor
legal, accounting, valuation and other professiamatonsulting fees; general administrative casiduding the costs of maintaini
an internal acquisitions department; and costeg@itering and issuing debt and equity securifiée. Group accounts for acquisition-
related costs as expenses in the periods in whigkdsts are incurred and the services are recesxedpt for the costs to issue det
equity securities (see Significant Accounting Ppliem (xxviii) above).

C. Critical Judgments in Applying Accounting Polces

In the process of applying the Group's accountialicies, management makes various judgments, dimart those involvin
estimations under Note 1D below, that can signifityaaffect the amounts it recognizes in the coidstéd financial statements. 1
following are the critical judgments that managetreas made in the process of applying the Growggsuating policies and that he
the most significant effects on the amounts recaghin the consolidated financial statements:

(i) Identification of Cashgenerating Units

The Group's assets are aggregated into CGUs, éopulpose of assessing and calculating impairnbesed on their ability
generate largely independent cash flows. The détation of CGUs requires judgment in defining timealest identifiable group
assets that generate cash inflows that are langggpendent of the cash inflows from other assetgaups of assets. CGUs have t
determined based on similar geological structunaresd infrastructure, geographical proximity, proidiype and similar exposures
market risks. In the event facts and circumstasceunding factors used to determine the Grou@s€£change, the Group will re-
determine its appropriate groupings of CGUs.

(i) Assets Held for Sale

The Group applies judgment to determine whetheasset (disposal group) is available for immediate B its present conditi
and that its sale is highly probable and therefireuld be classified as held for sale at the balaheet date. In order to as!
whether it is highly probable that the sale cancbenpleted within one year or the extension periodcértain circumstance
management reviews the business and economic $attmth macro and micro, which include the indutends and capital marke
It is also open to all forms of sales, includingleanges of non-current assets for other cuoment assets when the exchange will |
commercial substance in accordance with IASPr6perty, Plant and Equipme(iiAS 16").

(iii) Purchase Price Allocations

Purchase prices related to business combinatiodsaaset acquisitions are allocated to the underlgioquired assets &
liabilities based on their estimated fair valuetta time of acquisition. The determination of fa&lue requires the Group to mi
assumptions, estimates and judgments regardingefettents. The allocation process is inherentlyestive and impacts the amou
assigned to individual identifiable assets andillizs, including the fair value of lonfived assets and the amount of goodwil
bargain purchase calculated. As a result, the pgeeiprice allocation impacts the Group's reporsseta and liabilities and future
earnings due to the impact on future depreciatiepletion and amortization and impairment tests.
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D. Major Sources of Estimation Uncertainty

The timely preparation of the consolidated finahdtatements requires management to make judgmestspates ar
assumptions that affect the application of accognpiolicies and the reported amount of assetslitiab, income and expenses.

The major assumptions about the future and othg¢ornsaurces of estimation uncertainty at the enthefreporting period th
have a significant risk of resulting in a mate@dajustment to the carrying amounts of assets atmlities within the next financi
year are discussed below. These items require reameg's most difficult, subjective or complex esties. Actual results may dif
materially from these estimates.

(i) Reserve Estimates

Estimation of reported recoverable quantities ofvpd and probable reserves include judgmental gssoms regardin
production profile, hydrocarbon prices, exchangesaremediation costs, timing and amount of futdewelopment costs, a
production, transportation and marketing costsféture cash flows. It also requires interpretatmingeological and geophysi
models in anticipated recoveries. The economied|agical and technical factors used to estimaterves may change from periol
period. Changes in reported reserves can impadataiging amounts of the Group's interests in resoproperties and/or prope!
plant and equipment, the calculation of depletind depreciation, the provision for decommissiordbjgations, and the recogniti
of deferred tax assets or liabilities due to chanigeexpected future cash flows. The recoverablntiiies of reserves and estimg
cash flows from the Group's hydrocarbon interestsralependently evaluated by reserve enginedesstt annually.

The Group's hydrocarbon reserves represent themagsti quantities of petroleum, natural gas andrakgas liquids whic
geological, geophysical and engineering data detrateswith a specified degree of certainty to benemically recoverable in futu
years from known reservoirs and which are consitle@mmercially producible. Such reserves may besidened commercial
producible if management has the intention of desiely and producing them and such intention is dbag®n (a) a reasona
assessment of the future economics of such pramydth) a reasonable expectation that there isrehéor all or substantially all tl
expected hydrocarbon production; and (c) evidere# the necessary production, transmission andspmatation facilities al
available or can be made available. Reserves mby len considered proven and probable if produdibils supported by eith
production or conclusive formation tests.

(i) Impairment of Assets Held for Sale

The Group had hydrocarbon assets held for saleeggting $100,620 at December 31, 2014. The Growgsunes a noourren
asset (or disposal group) classified as held fler siathe lower of its carrying amount and fairueless costs to sell and recognize
impairment loss for any initial or subsequent wdtavn of the asset (or disposal group) to fair védiss costs to sell, to the extent
it has not been recognized. Fair value is defiretha price that would be received to sell an assah orderly transaction betwe
market participants at the measurement date, wgeakerally does not include a transaction whichdgkace under duress or when
seller is experiencing financial difficulty in arfied sale. Management relies on external valua@paorts using discounted cash fl¢
to measure the fair values of the hydrocarbon @stsrwhich are classified as assets held for BElaagement then reviews the rep
and compares to market and industry data so assto@that the trends and fluctuations are recsdhcil

The Group had investment property of $30,495 whiek classified as assets held for sale at Dece&ih&014 and measurec
fair value.

(iii) Impairment of Equity Method Investments

The Group had investments in joint ventures andagsociate accounted for using the equity methodeggting $31,836
December 31, 2014. Investments are reviewed fomiment at the reporting date. Determining wheterinvestment balance
impaired requires an estimation of the recoverabieunt of the investments. The
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recoverable amount calculation requires an estinmatee made of the timing and amount of future déshkis expected to arise frc
the investments and the application of a suitaideotint rate in order to calculate the presentesallecreases in estimates of fu
expected cash flows may result in a write-dowrhef&roup's investments in equity method investments

(iv) Impairment of Exploration and Evaluation #sets

The Group had recorded exploration and evaluatiseta of $67,412 at December 31, 2014. Exploratiohevaluation assets
assessed for impairment when facts and circumstasioggest that the carrying amount of an explarvatiod evaluation asset n
exceed its recoverable amount and upon reclad#ificato interests in resource properties. If sinclicators exist, any impairment
determined by comparing their carrying amountshiirtrecoverable amounts. The estimation of theve@ble amount involves
number of assumptions, including the timing, likelbd and amount of commercial production, furtlemource assessment plans
future revenue and costs expected from the a$sety i

(v) Impairment of Other Notfinancial Assets

The Group had property, plant and equipment aretests in resource properties aggregating $4539%ecember 31, 201
Impairment of the Group's ndmancial assets is evaluated at the CGU levelesting for impairment, the recoverable amountthe
Company's CGUs are determined based on the grefatbe value-inuse and fair value less costs to sell. In the atesef quote
market prices, the recoverable amount is basedtimages of reserves, production rates, futurami natural gas prices, future cc
discount rates and other relevant assumptionse&ses in future costs and/or decreases in estifateserves, future production re
and oil and gas prices may result in a write-dowthe Group's property, plant and equipment aner@sts in resource properties.

(vi) Taxation

The Group is subject to tax in a number of jurisdits and judgment is required in determining trerldwide provision fo
income taxes. Deferred income taxes are recogricretemporary differences using the liability methevith deferred tax liabilitie
generally being provided for in full (except foxédole temporary differences associated with investsiin subsidiaries, branches
associates and interests in joint arrangementsentherGroup is able to control the timing of theersal of the temporary different
and it is probable that the temporary differencédsnet reverse in the foreseeable future) and wlefetax assets being recognize
the extent that it is probable that future taxaivlefits will be available against which the tempgrdifferences can be utilized.

The operations and organization structures of thmuare complex, and related tax interpretatioegulations and legislati
are continually changing. As a result, there argllg some tax matters in question that resultriceutain tax positions. The Grc
only recognizes the income tax benefit of an umdertax position when it is probable that the u#tten determination of the t
treatment of the position will result in that bahbking realized.

The Group companies' income tax filings are sulijeetudit by taxation authorities in numerous gidsons. There are audits
progress and items under review, some of which imenease the Group's income tax liability. In aiddif the companies have fil
appeals and have disputed certain issues. Whileethats of these items cannot be ascertainedsatirte, the Group believes that
Group has an adequate provision for income taxesdoan available information.

The Group recognized deferred income tax asse#@®091 at December 31, 2014. In assessing thizabgity of deferred ta
assets, management considers whether it is prolfadiiesome portion or all of the deferred income dasets will be realized. T
ultimate realization of deferred income tax asgetependent upon the generation of future taxialcleme during the periods in wh
temporary differences become deductible or befareldss and tax credit carfgrwards expire. Management considers the fi
reversals of existing taxable temporary differengesjected future taxable income, taxable incom@rior years and tax planni
strategies in making this assessment. Unrecoguiefired income tax assets are reassessed atdttod @ach reporting period.

The Group provides for future liabilities in respet uncertain tax positions where additional taxynbecome payable in futt
periods and such provisions are based on managsmeséssment of exposures. The Group did

99




TABLE OF CONTENTS

MFC INDUSTRIAL LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014

Note 1. Nature of Business and Summary of Sigrifant Accounting Policies (continued)

not recognize the full deferred tax liability orxaédle temporary differences associated with investsiin subsidiaries, branches
associates and interests in joint arrangementsentherGroup is able to control the timing of theersal of the temporary different
and it is probable that the temporary differencé$ mot reverse in the foreseeable future. The @roway change its investmi
decision in its normal course of business, thugltieg in additional tax liabilities.

(vii) Decommissioning Obligations

The Group estimates the decommissioning obligation#s resource properties and facilities and hexbrded total obligatio
of $144,903 at December 31, 2014. In most instardiemantling of assets and remediation occurs nyaays into the future. T
amount to be recognized for the decommissioningyatibns fluctuates in response to many factorkiding changes to relevant le
requirements, the emergence of new restoratiomigals, experience at other production sites, &adges to the riskee discour
rate.

The expected timing and amount of expenditure ¢sm ehange, for example, in response to changessirves or changes
laws and regulations or their interpretation.

(viii) Contingencies

Pursuant to IAS 37Rrovisions, Contingent Liabilities and Contingerssatsthe Group does not recognize a contingent liak
By their nature, contingencies will only be resalvehen one or more future events occur or fail touo. The assessment
contingencies inherently involves the exerciseighificant judgment and estimates of the outcomdutidre events. If it becom
probable that an outflow of future economic besefiill be required for an item previously accountedas a contingent liability, i
accrual or a provision is recognized in the conlstéd financial statements of the period in whighthange in probability occurs.

E. Accounting Changes
Changes in accounting policy
IFRIC 21, Levies, provides the following guidanaerecognition of a liability to pay levies:
» The liability is recognized progressively if thelighting event occurs over a period of tir

« If an obligation is triggered on reaching a minimtimeshold, the liability is recognized when thahimum threshold i
reached

The same recognition principles are applied inrimdinancial reports. IFRIC 21 is effective forraral periods beginning on
after January 1, 2014. The application of this retandard did not have significant impacts on theuis consolidated financ
statements.

Future accounting changes

IFRS 9,Financial Instruments(‘IFRS 9”) issued in July 2014 is the IASB's replacement & B9. IFRS 9 includes requireme
for recognition and measurement, impairment, deyeiton and general hedge accounting. The versiolFRS 9 issued in 20:
supersedes all previous versions and is mandateffiéctive for periods beginning on or after Jaguay 2018 with early adoptic
permitted (subject to local endorsement requires)eiManagement has decided not to early apply IBR&d is currently assess
the impacts of IFRS 9 on the Group's consolidateghtial statements.

IFRS 15,Revenue from Contracts with Custom@iBRS 15”), specifies how and when an entity will recognizeeraye as we
as requiring such entities to provide users ofrfoial statements with more informative, relevamsicttisures. The standard provids
single, principles based fiveep model to be applied to all contracts with aomrs. IFRS 15 was issued in May 2014 and app
annual reporting periods beginning on or after dand, 2017. Management is currently assessingntipacts of IFRS 15 on tl
Group's consolidated financial statements.

Amendments to IFRS 11 were issued in May 2014 aackfiiective for years beginning on or after Japuar2016, to be appli
prospectively. The amendments clarify that an aitjon of a joint interest in a joint operation
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that is a business should be accounted for antbdest as a business combination in accordancellRRB 3,Business Combinations
(“IFRS 3"). Adoption of these amendments is not expected t@ legignificant impact on the Company's consoliidieancia
statements.

Amendments to IFRS 10 and IAS 28 were issued irieddper 2014 and are effective for years beginnimgroafter January
2016, to be applied prospectively. The amendmemjsire that upon loss of control of a subsidiargirdyits transfer to an associate
joint venture, full gain recognition on the transie appropriate only if the subsidiary meets tledirdtion of a business in IFRS
Otherwise, gain recognition is appropriate onlythie extent of third party ownership of the assecat joint venture. Adoption
these amendments is not expected to have sigrificgoact on the Company's consolidated financetesbents.

Note 2. Capital Disclosure on the Group's Objecties, Policies and Processes for Managing Its Cagitatructure

The Group's objectives when managing capital &réo Gafeguard the entity's ability to continueasagoing concern so that it
continue to provide returns for shareholders amiefies for other stakeholders, (ii) to provide atequate return to shareholders
pricing products and services commensurately viéhlével of risk, and (iii) to maintain a flexib&apital structure which optimiz
the cost of capital at acceptable risk.

The Group sets the amount of capital in proportiorisk. The Group manages the capital structuceraakes adjustments to it
the light of changes in economic conditions andrikk characteristics of the underlying assetsoider to maintain or adjust t
capital structure, the Group may adjust the amotidividends paid to shareholders, return captatareholders, issue new share
sell assets to reduce debt.

Consistent with others in the global supply chaiduistry, the Group monitors capital on the basithefdebt-tcadjusted capit.
ratio and long-term debt-to-equity ratio. The deb&adjusted capital ratio is calculated as net debded by adjusted capital. Net d
is calculated as total debt less cash and cashagois. Adjusted capital comprises all componehtshareholders' equity other tt
amounts in accumulated other comprehensive incetaéirg to cash flow hedges, and includes somedafisubordinated debt. T
long-term debt-to-equity ratio is calculated asgkterm debt divided by shareholders’ equity. Thiet @mes not include shotgymr
bank borrowings. The calculations are based oriraging operations.

As at December 31: 2014 2013

Total debt $ 313,122 % 234,74(

Less: cash and cash equivalents (297,299 (332,179
Net debt (net cash and cash equivale $ 1583 $ (97,437
Shareholders' equity $670,38¢ $ 699,57(

Debt-to-adjusted capital ratio 0.02 Not applicablt

There were no amounts in accumulated other compséres income relating to cash flow hedges and rmmlinated del
instruments as at December 31, 2014 and 2013. dtetoadjusted capital ratio as at December 31, 2013netapplicable since t
Group had a net cash and cash equivalents balance.

As at December 31: 2014 2013

Long-term debt $256,14¢ $ 189,87
Shareholders' equity $670,38¢ $ 699,57(
Long-term debt-to-equity ratio 0.38 0.27

During 2014, the Group's strategy, which was ungkdrfrom 2013, was to maintain the debathusted capital ratio and 1
long-term debt-to-equity ratio at a low level. Tinerease in the long-term debt-to-equity ratio @12reflects the Group's objecti
of long-term business growth and development.
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Note 3. Acquisitions of Consolidated Entities
Year 2014
Elsner

In March 2014, MFC Industrial, through its Austriaabsidiary, acquired all of the outstanding shameElsner. Elsner is :
Austrianbased global supply chain company focused on stedlrelated products. Elsner offers a full rangestefel product
including slabs, booms, billets, hot rolled stelekgs, hot and cold rolled coils and sheets, redifig bars, galvanized material, pif
tubers and merchant bars.

The purchase price consisted of a nominal condideréincluding certain contingent payments betwdenparties over a 1yea
period based on current inventories and accoumivables, existing legal actions and utilizationceftain tax loss carrierwards)
There was no goodwill or intangible assets acquifdis acquisition was not considered a materiairi®ss combination. The amo
of acquisition-related costs was nominal which wmatuded in selling, general and administrativeenges in profit or loss.

FESIL

In April 2014, the Company acquired a 100% inteiesFESIL. Headquartered in Trondheim, Norway, HE®l one of th
leading producers of ferrosilicon, an essentiayalh the production of steel, stainless steel, east iron. FESIL's melting plant
located in Mo i Rana, Norway and produces a raridermsilicon products including granulated anfimed qualities (high and semi-
high purity), which makes up the bulk of its proton.

The base purchase price was $84,575, which wasl lmesthe net tangible asset value as of Septenthe2(@3. In addition, tt
purchase price will be adjusted to reflect the Yailue of certain assets and the profit and logs the period to final closing and th
is a twoyear royalty based on tiered ferrosilicon productat the Mo i Rana facility, expected to equal agpnately 2.9% c
ferrosilicon revenue per annum at full productiddanagement recognized this contingent considera®ra liability which we
measured at its fair value on the acquisition datee initial accounting for the acquisition of FEESht December 31, 2014 w
provisional. There were nominal intangible assets there was no goodwill acquired. This acquisiticas not considered a mate
business combination. The amount of acquisitielated costs was $556 which was included in gellgeneral and administrat
expenses in profit or loss.

Year 2013
There were no business combinations in 2013.

Year 2012
MFEC Energy Corporatiott MEC Energy)

On September 6, 2012, the Company completed treeaedr bid (the “Offer”)for all of the issued and outstanding comi
shares of MFC Energy (the “MFC Energy Shardsf)cash consideration of C$1.25 per MFC Energyr&h@he Offer was ma
pursuant to a support agreement between MFC Erardythe Company dated July 6, 2012. Pursuant t®ffex, on September
2012, the Company, through its indirect whatymned subsidiary, acquired approximately 93.8%hef dutstanding MFC Ener
Shares. On September 11, 2012, the Company compdetmmpulsory acquisition under the Alberta Bussn€orporations Ac
whereby its indirect whollypwned subsidiary acquired all the remaining outdite;y MFC Energy Shares not already owned b
Group. As a result of such compulsory acquisittbe,indirect wholly-owned subsidiary acquired 100%nership of MFC Energy.

In connection with the support agreement, on J@ly 2012, the indirect whollpwned subsidiary acquired 6,548,498 sp:
warrants (the “Warrants'h the capital of MFC Energy, at a price of C$1f®5 Warrant. On September 6, 2012, as a resuhie
conversion of the Warrants, the indirect whallyned subsidiary acquired an additional 6,548,488 NEnergy Shares. No additio
consideration was paid in connection with the cosiea of the Warrants.

The consideration paid by the Group for the MFCrgpeshares under the Offer and compulsory acgoisitvas approximate
$33,535 (C$32,948) in cash.
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Note 3. Acquisitions of Consolidated Entities (mtinued)

MFC Energy is actively engaged in the exploratideyelopment and production of hydrocarbons in was@anada. Tt
acquisition was made to enhance the investmentsaategic growth objectives of the Group's glohgdmy chain business. As
result, MFC Energy's financial position and resulése included in the Group's global supply chagnsent.

The acquisition was accounted for as a businesbioation pursuant to IFRS 3. The aggregated cogthefcquisition totale
$41,866, comprising $33,535 paid in cash to thméarholders of MFC Energy Shares and $8,331 (C$3 A&d for the Warrants.

The following table summarizes the preliminary fase price allocation in the Company's 2012 codatdd financic
statements and the final purchase price allocatiith,the applicable recast adjustments made ujpatiZation during 2013.

Preliminary Final
purchase purchase
price Recast Error price
allocation adjustments correction allocation

Receivables $ 16,03t $ — 3 — 3 16,03¢
Exploration and evaluation assets 150,56¢ (17,94%) — 132,61¢
Property, plant and equipment 49,552 — — 49,557
Interests in resource properties 223,057 — — 223,057
Assets held for sale 117,06z (4,46E) — 112,59i
Deferred tax assets 57,131 7,13C (6,504) 57,76:
Other assets 5,08¢ — — 5,08¢
618,49¢ (15,280) (6,504) 596,712

Short-term bank borrowings (115,067 — — (115,062
Facility term financing (26,387) (4,8049) — (31,189
Accounts payables and accrued expenses (30,587) (2,737) — (32,320)
Decommissioning obligations (138,369 — — (138,369
Deferred income tax liabilities (3,772) — — (3,772)
Accrued pension obligations, net (2,227) — — (2,227)
Liabilities relating to assets held for sale (15,590 — — (15,590
Net assets acquired 286,511 (21,827) (6,509 258,18¢
Total consideration paid (41,86¢€) — — (41,866

Bargain purchase $_ 244648 $_ (21.821) $_ (6,504 $__ 216,32

For a restatement and error correction of the dateted statement of financial position at DecemBé&r 2012 and tt
consolidated statement of operations for the yedeé December 31, 2012, please see Note 38.

MFC Energy was a publicly traded company priorite Group's acquisition. As a result of the pricenafural gas and hi
operating expenses, the market capitalization oCME#nergy had been much lower than its net assdteatme of acquisition. Tl
Group acquired the MFC Energy Shares at their nhgotiee. As a result, the Group recognized $21682fargain purchase gain
profit or loss which is non-taxable.

The Group measured 100,000 MFC Energy Shares lyeldebGroup prior to the acquisition at the failueaof $125 at the tin
of acquisition, thus recognizing a loss of $358 ahhivas included in the net losses on availableséde- securities within grc
revenues in profit or loss.

There were no intangible assets other than goodagjlired.

With respect to acquired receivables, the fair @alfithe receivables, the gross contractual amafritee receivables and the k
estimate of the contractual cash flows not expedtede collected on the acquisition date were 8%,016,547 and $51
respectively.
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Note 3. Acquisitions of Consolidated Entities (mtinued)
The amount of acquisitiorelated costs was $1,497 which was included ifngglbeneral and administrative expenses in poe
loss.

As a result of the completion of the Offer and tethatransactions, the Group has consolidated MFE&dyrs operations sin
September 7, 2012. The amounts of revenue anahe@iie of MFC Energy since the acquisition dateuidet! in profit or loss for tt
reporting period of 2012 were $30,402 and $1,94€pectively.

Immaterial business combinations

On March 16, 2012, a subsidiary of MFC Industribk(“Purchaser’purchased a 75% equity interest and a sharehadarih :
corporation, for a total purchase price of $28,@0ch was paid on March 19, 2012. The corporatias & mineral refinery plant a
power plant. The acquisition of the 75% equity iegt and the shareholder loan together effectitrelysferred a 100% econor
interest in the corporation to the Purchaser.

This acquisition was not considered as a matetiainess combination. There were no identifiablarigtble assets or goodv
acquired. A bargain purchase gain of $2,359 wasgrized. The norontrolling interest in the corporation was meaduatits fai
value on the acquisition date, which was $nil. &heunt of acquisition-related costs was nominal.

In November 2012, MFC Industrial, through its Atestrsubsidiary, acquired a controlling interesPark Ridge, Nbased AC(
Resources Co., L.P. (“ACCR") and Mexico City-bastassehl Mexico S.A. de C.V. (“PossehiBoth Possehl and ACCR are fu
integrated supply chain companies, specializingndtustrial raw materials, chemicals and variouspitroducts. The acquisition
these companies expanded the Group's existing lgtalpply chain network, reaching further into therth and Latin Americe
markets, as well as Chinese activities. The Gragpdonsolidated the results of the operations@®™BCR group and Possehl gr
since December 1, 2012.

The combined acquisition price for 80% of ACCR #@d6 of Possehl was $23,232 in cash which was detedrbased on tl
net tangible asset value of the entities as of 3dly2012, of which $14,718 was paid in 2012, $6,2@s paid in January 2013 :
$2,313 was to be paid in November 2013. The puecpase was subject to adjustment based on pendihtions of real propel
and occurrence of certain adjustment events (asedhf In addition, there were call and put optievisich allowed the Group
acquire up to all of the remaining shares of AC@Raffiliate and Possehl, based on the same ngtltie asset value price formt
The vendors undertook to compensate for any lossdurction in value of the purchased interest.

This acquisition was not considered as a mateusiness combination. Narentrolling interests in the entities were $3,35€he
time of acquisition. As the nocentrolling interests are subject to put optiomeyt were classified as puttable instrument find
liabilities (see Note 23). The amount of acquisitielated costs was $752. Intangible assets tot&lin@73 relating to order backl
were identified and were included in deposits, pi@¢and other within current assets due to theirtsierm nature.

In 2013, ACCR was reorganized and became MFC Ressunc. In 2013, the Group settled the puttatdgruments with respe
to ACCR and its affiliate. In 2014, the puttablstmuments with respect to Possehl were purchas#éueb@roup. (See Note 23.)
Note 4. Business Segment Information

The Group is primarily in the global supply chausess.

The Group utilizes innovative finance alongsidelssiicated customized structured solutions to ifaté the working capital a
other requirements of its customers. Its integratpdrations include a wide range of products sielmatals, ceramics, miner:
natural gas, oil, various steel products and fattays, chemicals, plastics, food and beveragetiaddi animal feed and wo
products, which are supported by our captive sauttseugh strategic investments and other soumasad by the Group from th
parties.
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Note 4. Business Segment Information (continued)
In reporting to management, the Group's operatisglts are categorized into the following operasiegments: global supj
chain, trade finance and services and all othansets.

Basis of Presentation

In reporting segments, certain of the Group's massinlines have been aggregated where they havéarsiggonomi
characteristics and are similar in each of theofilhg areas: (i) the nature of the products andices; (ii) the methods of distributic
and (iii) the types or classes of customers/cliémtshe products and services.

The global supply chain segment includes supplyncheoducts and services, as well as the relatedywming, processing a
extracting activities. It also includes royalty dmee from the Group's interests in resource prageerti

The trade finance and services segment includegriptary investing and provision of financial sees. The Group see
investments in many industries, emphasizing thossinkess opportunities where the perceived intringitue is not proper
recognized. The Group uses its financial and manageexpertise to add or unlock value within atredashort time period. The tra
finance and services business also provides sugliy structured solutions.

The all other segment includes the Group's corparat operating segments whose quantitative amdontet exceed 10%
any of the Group's (a) reported revenue, (b) nedrite or (c) total assets. The Group's other opgratégments primarily inclu
business activities in medical equipment, instrutsiesupplies and services.

The accounting policies of the operating segmergstiae same as those described in the summarygoifisant accountin
policies. The chief operating decision maker evgsiperformance on the basis of income or loss fsparations before income ta
and does not consider acquisition accounting aulgsts in assessing the performance of reportings.uihe segment informati
presented below is prepared according to the fatigwmethodologies: (a) revenues and expenses lgirassociated with ea
segment are included in determining pag-earnings; (b) intersegment sales and tranaferaccounted for as if the sales or tran
were to third parties at current market prices;o@jtain selling, general and administrative experngaid by corporate, particule
incentive compensation and shéa&sed compensation, are not allocated to repouinigs; (d) all intercompany investmel
receivables and payables are eliminated in ther@tation of each segment's assets and liabiliaest (e) deferred tax assets
liabilities are not allocated.

Products and Services

The Group's total revenues comprised the folloviimghe years ended December 31, 2014, 2013 an?, 284pectively:

2014 2013 2012
Supply chain products and services $ 1,355,670 $ 768,798 $ 443,05¢
Fees 7,508 9,44C 8,38¢
Gains on securities 4,72¢ 6,31¢ 1,15C
Interest 4,32¢€ 2,38t 10,48¢
Dividends 7 295 360
Equity income 9,52¢ 7,107 6,152
Other 30,01¢ 19,59¢ 16,064

Total revenues $ 1,411,78 $ 813,93¢ $ 485,65¢

The Group's revenues for 2014 include the reveontidise Elsner group and FESIL group from April D12, under the glob
supply chain segment.

The Group's revenues for 2012 include the reveofiftgee MFC Energy group from September 7, 2(
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Note 4. Business Segment Information (continued)
Segment Operating Results

Year ended December 31, 2014

Global supply Trade finance
chain and services All other Total
Revenues from external customers $ 1372500 $ 12,29¢ $ 26,98/ $ 1,411,78¢
Intersegment sale 640 9,88t 459 10,984
Interest expense 15,11¢ — 41 15,15¢
Income (loss) before income taxes (2,45¢) 16,08¢ (9,849 3,782
Year ended December 31, 2013
Global supply Trade finance
chain and services All other Total
Revenues from external customers $ 778,48 $ 12,56¢ $ 22,88: $ 813,93¢
Intersegment sale 1,771 7,641 345 9,757
Interest expense 14,491 28 73 14,592
Income (loss) before income taxes 7,35C 18,29z (9,564) 16,07¢
Year ended December 31, 2012
Global supply Trade finance
chain and services All other Total
Revenues from external customers $ 45589¢ $ 11,751 $ 18,01C $ 485,65¢
Intersegment sale 455 10,95( 343 11,74¢
Interest expense 11,61¢ 45 4 11,66~
(Loss) income before income taxes (23,946)* 231,632 (9,301) 198,38t

* Including impairment of interests in resource pedies of $42,631 and inventory writéf- of $19,434 in a former subsidie
(which was sold in 2013) (see Note 2z

** Including bargain purchase of $218,6

As at December 31, 2014

Global supply Trade finance
chain and services All other Total
Segment assets $ 1,146,662t $ 266,11t $ 4594: $ 1,458,68:
Equity method investments (included in segmenttagse 23,64t — 8,191 31,83¢
As at December 31, 2013
Global supply Trade finance
chain and services All other Total
Segment assets $ 1,010,440 $ 268,09 $ 40,10¢ $ 1,318,59¢
Equity method investments (included in segmenttajse 19,11¢ — 5,258 24,36¢
As at December 31, 2014
Global supply Trade finance
chain and services All other Total
Segment liabilities $ 674,18: $ 98,96¢ $ 14,097 $ 787,24¢
As at December 31, 2013
Global supply Trade finance
chain and services All other Total
Segment liabilities $ 557,82t $ 4958t $ 11,447 $ 618,857
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Note 4. Business Segment Information (continued)
Geographic Information

Due to the highly integrated nature of internatlgmaducts, resources and trade finance activities markets, and a signific.
portion of the Group's activities require crdms-der coordination in order to serve the Group&amers and clients, the methodol
for allocating the Group's profitability to geoghapregions is dependent on estimates and managégumigment.

Geographic results are generally determined agvist!

Segment Basis for attributing revenues

Global Supply Chain Locations of external customers

Trade finance and services Locations of clientsgtssor the reporting units, whichever is appragria
All other segments Locations of the reporting units

Due to the nature of crosmrder business, the Group presents its geograpluionation by geographic regions, instead o
countries. The following table presents revenuesnfrexternal customers attributed to MFC Indusgiabuntry of domicile (i.i
Canada) and all foreign geographic regions fronciviiie Group derives revenues:

Years ended December 31: 2014 2013 2012

Canada $ 139,93 $ 116,371 $ 61,86
Africa 22,30z 4,99C 2,10z
Americas 272,30: 172,00¢ 25,954
Asia 74,13(C 21,76( 55,59¢
Europe 903,11¢ 498,811 340,14(

$ 1,411,78 $ 813,93t $ 485,65¢

Income from a royalty interest in a resource propes earned from a third party entity operatingdanada and amountec
$10,954, $25,674 and $29,065, respectively, in 22043 and 2012.

Except for the geographic concentrations as inditan the above table and one trading customeheéngtobal supply cha
segment representing approximately 18%, 12% and dflitte Group's total revenues in 2014, 2013 ari® 2fespectively, there we
no other revenue concentrations in 2014, 2013 an@.2

The following table presents non-current assetgrothan financial instruments, pasmnployment benefit assets, deferred
assets and other non-current assets by geograplidased upon the location of the assets.

As at December 31: 2014 2013

Canada $ 474,05 $ 530,247
Africa 24,93( 25,72¢
Americas 3,15C 3,11¢
Asia 389 435
Europe 18,88( 1,40€

$ 521,40: $ 560,93¢

The noneurrent assets located in Canada comprised pryndr@ Group's interests in resource properties laydtocarbo
properties (see Notes 15 and 16).
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Note 5. Securities

Shortterm securities

As at December 31: 2014 2013
Trading securities:

Common shares, at fair value $ 250 g 2,06¢

At December 31, 2014, investments in publiitged common shares trading securities comprisegttcompanies (of which ¢
company represented 98%).

At December 31, 2013, investments in publiisfed common shares trading securities compriseddompanies (of which o
company represented 93%).

Note 6. Restricted Cash

As at December 31: 2014 2013
Cash pledged with a bank in connection with safegcourities $ 110 $ 239
Tax withholding account 445 —
Other — 73
$ 555 ¢ 312

Note 7. Trade Receivables

Trade Receivables

As at December 31: 2014 2013
Trade receivables, gross amount (including $1,08B%240 due from related parties as at

December 31, 2014 and 2013, respectively $ 169,65 $ 116,70«
Less: Allowance for credit losses (7,979 (1,026)
Trade receivables, net amount EM $M

Trade receivables primarily arise from global sypgiain activities.

The Group has a specially structured factoringrayeanent with a bank for the Group's trade receasmlbee Note 19). As
December 31, 2014, trade receivables amountin2¢482 were used as security against bank debiN@ee20).

As at December 31, 2014, trade receivables of $852013: $6,575) were past due but not impairée. 8ging analyses of th
trade receivables as at December 31, 2014 and&@18s follows:

Past-due 2014 2013
Below 30 days $ 39314 $ 4,41(
Between 31 and 60 days 7,67¢€ 762
Between 61 and 90 days 4,07 567
Between 91 and 365 days 12,81¢ 835
Over 365 days 1,894 1
$_ 65771 $__ 657
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Note 7. Trade Receivables (continued)

As at December 31, 2014, trade receivables of £82(Z013: $4,917) were impaired and an allowancerfedit losses of $7,9
(2013: $1,026) has been provided. Not all ghst-account balances are uncollectible as modteohtcounts are covered by cr
insurance or other collection procedures. Credk fiom trade account receivables is mitigatedesihey are credit insured, cove
by letters of credit, bank guarantees and/or athedlit enhancements (see Note 33). The aging asabfshese trade receivables ¢
December 31, 2014 and 2013 are as follows:

Past-due 2014 2013

Below 30 days $ 205 $ 448
Between 31 and 60 days 205 218
Between 61 and 90 days 403 300
Between 91 and 365 days 7,84% 1,167
Over 365 days 24,07(C 2,784

$ 32,728 $ 4917

The movements in the allowance for credit lossefd?014 and 2013 are as follows:

2014 2013
Balance, beginning of the year $ 1,02¢ $ 1,24¢
Additions 3,352 4,117
Reversals (1,325) (8)
Write-offs (82) (4,517)
Other 6,21C —
Cumulative translation adjustment (1,203 188
Balance, end of the year $ 797t $ 1,02¢

Note 8. Other Receivables

As at December 31: 2014 2013
Investment income $ 11 $ 260
Government taxes (primarily value-added and gowodksservices taxes) 13,22z 6,503
Government environmental emission refund 1,70€ —
Royalty income from an interest in resource prgpert 517 5,51¢
Employees travel advances 15 14
Derivative assets 5,40¢ 1,394
Insurance compensation for trade receivables 10,37¢ 12,26¢
Indemnification assets 2,897 —
Suppliers with debit balance 3,37¢ —
Other 3,86¢ 4,45€

$__ 4130 $__30.40¢

Other receivables primarily arise in the normal reguof business and are expected to be collectddnwone year from tt
reporting date.
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Note 9. Inventories

As at December 31: 2014 2013

Raw materials $ 23,631 $ 8,347
Work-in-progress 3,44¢ 5,072
Finished goods 37,16¢ 16,31¢
Commodity inventories 129,48: 47,87¢
Goods-in-transit 17,82¢ 11,017
Other 1,017 216

$ 21257 $_ 88,84

As at December 31, 2014, inventories with a cagy@mount of $29,018 were pledged as security &tilities.

As at December 31, 2014, inventories aggregati@® &24 had been contracted to be sold at fixedgriof which $14,722 a
$95,102, respectively, were financed by supplieds short-term bank borrowings.

Note 10. Deposits, Prepaid and Other

As at December 31: 2014 2013

Prepayments and deposits for inventories $ 4,58: $ 22,33¢

Other 3,162 4,802
$_ 7748 $_ 273

Note 11. Assets Held for Sale

As at December 31: 2014 2013
Assets held for sale:
Hydrocarbon properties $ 100,62( $ 61,65¢
Investment property 30,49¢ 35,68¢

131,11¢ 97,34¢
Liabilities (decommissioning obligations) relatitigassets held for sale:

Hydrocarbon properties (15,346 (11,517%
Net assets held for sale $_11576¢ $_ 85,82

Represented by:
Hydrocarbon properties $ 85274 $ 50,147
Investment property 30,49¢ 35,68t
$_115,76¢ $ 85,82i

Hydrocarbon properties

In connection with the acquisition of MFC Energyamagement committed to a plan to sell certain rgahtmon properties in t
Niton area of Alberta, Canada and an active progfocate a buyer and complete the plan was iaiiaThe assets were activ
marketed for sale at a price that management legli@ias reasonable in relation to their currentvalues. The sale was expecte
be completed within one year from September 201® ations required to complete the plan indicateat tt was unlikely th:
significant changes to the plan would be made airtthe plan would be withdrawn. In 2013, a parttipn agreement was entered
with a third party with respect to certain assetfdHor sale. As a result, such assets of $31,32& weclassified to hydrocart
properties (see Note 16). Furthermore, a procegdany of $22,248 (less accumulated depreciatioi382) which was included
assets held for sale no longer met the classifiocatiiteria and, as a result, was reclassifiedobwtssets held for sale into prope
plant and equipment in 2013 (see Note 14). As @ltress catchdp depreciation to the date of reclassificatio$bfl01 was recorded
assets previously recognized as held for sale. nguthe initial oneyear period, change in economic, industry and mn
circumstances arose and, as a result, the remaassfs previously classified as held for sale wetesold by the end of that peri
However, management took actions necessary to
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Note 11. Assets Held for Sale (continued)

respond to the changes in circumstances and thetsaaee still being actively marketed at a pricat thanagement believes
reasonable in relation to their current market @sltAccordingly, the Group continues to classi® temaining assets as held for
at December 31, 2014 and 2013 as all classificatigaria were met. During 2014, management chaiiigecharketing programs
include all of the properties in the Niton area.aAsesult, the Group reclassified an additional,445 from its hydrocarbon propert
and property, plant and equipment to assets helsiles during the year ended December 31, 2014.

As at December 31, 2014, the Group recognized graiiment loss of $3,036 on its hydrocarbon propsrtield for sale (s
Note 15).

The hydrocarbon properties held for sale are ireduid the Group's global supply chain segment.

Participation arrangement

In November 2013, the Group entered into a pagt@m agreement with an oil and gas operator t@ldgvcertain oil and g
properties which had been classified as assetsftvetdhle. Pursuant to the agreement, (1) the tgevall spend a minimum of C$!
million to drill at least three net wells per yeard a total of 12 net wells (to a minimum of 80Qibantal meters each) during
initial threeyear term, with such drilling being primarily fo@don the undeveloped properties in the Niton g@ahe operator wi
pay 100% of the drilling and completion costs daflesvell at its sole risk and expense; (3) afteredl i8 drilled and there is continuc
production from each well, the Group can electddipipate for up to 30% on a loddack basis in the working interest of each we
reimbursing the operator 25% of its actual costsbernatively, elect to receive a 10% gross rigyah the production instead; and
the Group will process the natural gas produceunh fitte new wells through the Group's processingtftarthe life of the wells. As
December 31, 2014, the operator has drilled andptated six wells on the lands subject to the pigiion agreement, of which fi
wells have been placed on production and are paymgss royalty.

Investment property

In September 2013, management committed to a plaelt the investment property. During the initaleyear period, chang
in economic, industry and market circumstanceseaavsl, as a result, there were remaining investprepterty classified as held
sale that were not sold by the end of that perlddwever, management took actions necessary to mdsfm the changes
circumstances and the assets are still being &ctiwarketed at a price that is reasonable in i@hato their current market valu
Accordingly, the Group continues to classify thenaining investment property as held for sale atdbdwer 31, 2014 as
classification criteria were met. The investmerparty is measured at fair value and included & @roup's trade finance &
services segment. The change in fair value of tnvest property is included in costs of sales andices in the consolidat
statement of operations.

Movement of investment property 2014 2013

Balance, beginning of year $ — $ 34,152
Additions — —
Disposals — (74)
Change in fair value during the year — —
Reclassification to assets held for sale — (34,979
Cumulative translation adjustment — 901
Balance, end of year 2__ i__

The amounts recognized in profit or loss in relatio investment property during 2014, 2013 and 28&2as follows:

2014 2013 2012

Rental income $ 132¢ $ 1,38C $ 1,477
Direct operating expenses (including repairs anthteaance) from investment

property that generated rental income during ttee ye 220 333 345
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Note 12. Long-term Securities

As at December 31: 2014 2013
Available-for-sale securities:

Publicly-traded $ 681 $ 2,46F
Affiliates, unlisted 42 =

$ 723 $ 2,465

At December 31, 2014, available-for-sale securitiesiprised three publicliraded equity securities and investment fund
which the two largest companies represented 89%).

At December 31, 2013, available-for-sale securitesiprised four publiclyraded equity securities and investment fund:
which the two largest companies represented 90%).

Note 13. Equity Method Investments

As at December 31: 2014 2013

Joint ventures — China $ 8,191 $ 5,25¢
Joint ventures — U.S. 20,01« 19,112
Associate — Europe 3,631 =

$ 3183 $  24,36¢

Joint ventures— China

Joint ventures in China provide eye care busingss following table shows the Group's interest®int ventures as at Decem
31, 2014 and 2013:

Proportion of

0\_Nnership
interest
Zhejiang University No. 2 Hospital Hangzhou Eye teen 55%
Chongqing Lasernet Guangji Eye Hospital (incorpentat 58%
Chonggqing Fuling Lasernet Eye Center 65%
Sichuan Suining Lasernet Eye Center 40%

The following table presents the carrying amouritde assets and liabilities related to the Grougkrests in the joint ventur
as at December 31, 2014 and 2013:

2014 2013
Current assets $ 6,14¢ $ 4,51z
Long-term assets 5,491 4,717
11,63¢ 9,22¢
Current liabilities (3,448 (3,976
Net $ 8191 $ 5,258

The assets held by the joint ventures primarilysggtrof medical equipment and are financed fronir tn working capital ar
equity.

As at December 31, 2014, the Group did not incyr @ntingent liabilities or capital commitmentsriglation to its interests
the joint ventures, by the Group itself, or throdbé joint venturers or the joint ventures.
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Note 13. Equity Method Investments (continued)

The following table presents the aggregated amoohtacome and expenses (including income taxes}e® to the Groug
interest in the joint ventures for the years endedember 31, 2014, 2013 and 2012:

2014 2013 2012
Revenues $ 26578 $ 22558 $ 19,261
Expenses (17,385) (15,44¢) (13,109
Net income 9,19C 7,107 6,152
Other comprehensive (loss) income, currency tréinsladjustment (157 154 47
Total comprehensive income $_ 903 $_ 7,261 $__ 6,19¢

The Group did not receive any fees to manage iheyentures during the years ended December 34,2013 and 2012.
The Group received dividends of $8,021 and $7,6&pectively, from these joint ventures in 2014 28d3.

Joint ventures— U.S.

The Group, through joint venture entities, has #50terest in an exploration and development stegyeore mine in the U.
The Group will jointly develop the iron ore minecluding working towards completing a feasibilityidy on the project, with tl
mandate to r@pen the mine, including exploiting the existingings accumulation and other areas for ferrousewrdhproductior
The following table shows the Group's interest®int ventures as at December 31, 2014 and 2013:

Proportion of

ownership
interest
Thayer Land Development Company, LLC 50%
TTTT Mining, LLC 50%
PRR Mining Inc. 50%
PRR Processing Inc. 50%

The following table presents the assets and lisslirelated to the Group's interest in the joemtures as of December 31, 2
and 2013:

2014 2013
Current assets $ 218 $ 116
Long-term assets 21,071 20,24(
21,28¢ 20,35¢
Current liabilities (1,275 (1,249
Net $__2001¢ $_ 19,11

The assets held by the joint ventures primarilységirof an interest in an exploration and develapnséage iron ore mine.

In 2013, MFC Industrial, on behalf of the U.S. jouentures, entered into a research and developooemtact with an institut
The outstanding payment obligation was $188 asesfeinber 31, 2014 which is to be funded by the jeémtures on a pro rata ba
None of these obligations have been recognizeldeiiconsolidated statement of financial positioatd3ecember 31, 201

Except for the aforesaid, as at December 31, 20AGroup did not incur any contingent liabilities capital commitments
relation to its interests in the joint ventures thg Group itself, or through the joint venturergte joint venture.
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Note 13. Equity Method Investments (continued)
Summarized financial information:

The following tables present summarized finangiébimation (before intecompany eliminations) of the joint ventures asr
for the years ended December 31, 2014 and 2013eTdre amounts included in the IFRS financial statgs of the joint ventures &
not the Group's share of these amounts. The sumexdfinancial information is then reconciled to taerying amount of the Grou
interests in the joint ventures.

Financial Group's
information of Reconciliation interests in
As at or for the Year Ended December 31, 2014: investees adjustments investees
Current assets $ 436 $ (218) $ 218
Nonr-current assets 42,141 (21,070 21,071
Current liabilities (2,550 1,27¢ (1,27%)
Non-current liabilities — — —
Non-controlling interests — — —
Shareholders' equity 40,027 (20,01%) 20,01¢
Financial Group's
information of Reconciliation interests in
As at or for the Year Ended December 31, 2013: investees adjustments investees
Current assets $ 232 3 (116) $ 116
Non-current assets 40,48(C (20,240 20,24
Current liabilities (2,48E) 1,242 (1,249
Non-current liabilities — — —
Non-controlling interests — — —
Shareholders' equity 38,227 (19,119 19,11¢

The Group did not record income and expenses tketat¢éhese joint ventures since their acquisitisrttee resource property
being explored and evaluated and, accordinglyhellcosts and expenses have been capitalized.

The following financial information was includedtine above summarized financial information for2@hd 2013.

As at or for the Year Ended December 31, 2014:

Cash and cash equivalents $ 307
Current financial liabilities (excluding trade aather payables and provisions) 2,55C
Non-current financial liabilities (excluding trade aather payables and provisions) —

As at or for the Year Ended December 31, 2013:

Cash and cash equivalents $ 103
Current financial liabilities (excluding trade aather payables and provisions) 2,482
Non-current financial liabilities (excluding trade aather payables and provisions) —

The Group did not receive any dividends from thjes# ventures in 2014 and 2013.

Associate— Europe

In March 2014, in connection with the acquisitidn=&ESIL, the Group currently owns a 33% equity iagt in NorKvart AS ir
Norway which owns quartz quarries in Spain. Théofeing table shows the Group's investment in trepeiate as at December
2014:

2014

Investments $ 3,16¢

Long-term loan receivables _ 462
Total $ 3,631
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Note 13. Equity Method Investments (continued)
The Group recognized $338 in equity income andivedebnil dividends from the associate in 2014.

As at December 31, 2014, the Group did not incyr @ntingent liabilities or capital commitmentsriglation to its interests
the associate, by the Group itself, or the assaciat

Note 14. Property, Plant and Equipment

The following changes in property, plant and eqeéptrwere recorded in 2014:

Business
Reclassi-  Reclassified Decom- Cumulative
Opening combi- to assets missioning translation Ending
Costs balance Additions  Disposals  nation* fication held for sale obligations adjustments balance
Land and building $ 2,83 $ — 3 — $ 150 $ 948 $ — 3 — $ (583) $ 3,35¢
Refinery and power
plants 94,80:  23,66¢ — — — (19,751) (1,134 (7,264  90,31¢
Processing plant and
equipment 4,18¢ 1,204 (880) 19,38: — — — (5,619) 18,27¢
Office equipment 4,172 3,91¢ (204 912 (948) — — (452 7,39¢
$106,00: $28,78¢ $ (1,084 $2044¢ $ — $_ (1975} $_ (1,134 $_ (13,916 $119,34¢

*  Net of deconsolidation of subsidiaries disposet

Decon- Reclassified Cumulative

Opening solidation of to assets translation Ending

Accumulated depreciation balance  Additions  Disposals  subsidiaries held for sale adjustments balance
Land and building $ 317 $ 256 $ — $ — 3 — $ (197 $ 376
Refinery and power plants 6,622 4,132 — — (2,297) (649) 7,814
Processing plant and equipment 2,562 2,91z (852 (1,135 — (921) 2,56¢
Office equipment 2,007 1,097 (22) — — (369) 2,71
$11,50¢ $ 839% $ (874 $_ (1,135 $_ (229% $_ (2,136 $ 13471
Carrying amount $94,49¢ $105,87¢

The following changes in property, plant and equéptrwere recorded in 2013:

Reclassified Cumulative

Opening Reclassi- from assets translation Ending

Costs balance Additions  Disposals fication held for sale adjustments balance
Land and building $282 $ 6733 — $ — $ — 3 (657) $ 2,83¢
Refinery and power plants 74,942 — — 1,757 22,24¢ (4,145) 94,802
Processing plant and equipment 5,43E 363 — (1,759 — 148 4,18¢
Office equipment 3,571 972 (79 — — (292 4,172
$86,771 $ 2,00¢ $ (79) $ — $ 2224t $ (4,946) $ 106,00:

Reclassi- Cumulative

Opening translation Ending

Accumulated depreciation balance Additions  Disposals fication adjustments balance
Land and building $ 45 % 266 $ — $ — $ 6 $ 317
Refinery and power plants 3,06t 3,87¢€ — 302 (621) 6,622
Processing plant and equipment 1,911 775 — (302) 179 2,56:
Office equipment 1,611 702 (38) — (268) 2,007
$ 6,63z $561C $_ (38 $_— $ (704) $11,50¢
Carrying amount $80,13¢ $94,49:
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Note 14. Property, Plant and Equipment (continue)
As at December 31, 2014, land and buildings witiarying amount of $1,245 were used as securitinaghank debt (see Nt

20).

During 2014, 2013 and 2012, $6,064, $388 and fspectively, of expenditures were recognized énddwrying amount of iter
of property, plant and equipment in the coursehefrtconstruction. As at December 31, 2014, thezseveontractual commitments
$1,997 for the completion of a construction praject

Note 15. Interests in Resource Properties

The Group's interests in resource properties camgrine following:

As at December 31: 2014 2013
Royalty interest in an iron ore mine $ 160,96« $ 163,18¢
Interests in hydrocarbon properties 187,12: 196,60¢
Other 27 28
Total $ 348,11: $ 359,82

The following changes in interests in resource prigs were recorded in 2014:

Reclassified Decom- Cumulative
Opening to assets missioning translation Ending
balance held for sale Additions Impairment obligations adjustments balance
Costs $419,87¢ $ (8,876 $ 11,27 $ (16,189 $ 36,101 $ (17,86€) $ 424,31¢
Accumulated depletion (60,056 — (18,84%) — — 2,697 _ (76,207
$ 350,82: $ 348,11

Carrying amount

The following changes in interests in resource prigs were recorded in 2013:

Reclassification Decom- Cumulative
missioning
Opening from assets translation Ending
balance held for sale Additions Impairment  obligations  adjustments balance
Costs $422,301 $  3527C $ 4,782 $ (6,077) $(21,455 $ (14,947 $419,87¢
Accumulated depletion (38,556 — _(22,466 — — 966 _ (60,05¢)

$359,82;

Carrying amount $383,74¢

The Group did not capitalize any general and adstrative costs in respect of hydrocarbon developraed production activitie
during the years 2014, 2013 and 2012. There wereon@wing costs capitalized in the current or psiears, as the Group did |
have any qualifying assets.

Iron ore mine

The Group's lease of the Canadian iron ore mingexm 2055. The iron ore deposit is currently-fedsed to a third party ent
under certain lease agreements which will alsorexpi2055. The Group collects royalty paymentsatly from a third party operal
based on a pre-determined formula, with a minimayngent not to be less than C$3,250 per year.

In late 2014, the operator of the mine announced ithintended to close the mine. In the first ¢eiaof 2015, the operal
commenced proceedings under the Companies' Creditoangement Act (Canada) (the “CCAAWith respect to its subsidiary tl
holds a majority interest in its Wabush mine joiahture. While the Wabush mine is not directly gyto the CCAA proceedings, t
operator has publicly disclosed that the assetgpdsing the mine may be included in any sales ece

In the event that the operator terminates the sabd, the Group, as the landlord, intend to exemis stepn rights which allov
it to take back the mine. There can be no assurasite when and if the operator will provide notidesuch termination. As of Mar
30, 2015, the operator has not given MFC noticeeshination of the sukease and will continue to be obligated to payrttieimumr
royalty amount.
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Note 15. Interests in Resource Properties (contied)

Management of the Group reviewed the underlyinglleipgcuments and performed a sensitivity analysishe expected futu
cash flows from its royalty interest. Managemerecua base case which assumes the mine will recooar@oduction in the futu
and the remaining material will be processed olkerremaining mine life under a royalty arrangembenaddition, consideration w
given to other reasonably possible scenarios, diguthe possibility of the Company exercisingstep-in rights and reaking the
mine. As a result, management concluded that itheddue of the Group's interest in the Wabush nvias above its carrying amot
and therefore concluded that an impairment loss nedgequired as at December 31, 2014. The prirfesiors which impact tt
recoverable amount, among others, are the numbgeaf of production, iron ore pricing and/or prctibn costs. Manageme
continues to monitor the development of the evegiting to the iron ore mine. If circumstancesrndey an impairment of this as
may arise in future periods.

Hydrocarbon properties

The Group owns development and production assetsydrocarbon properties in western Canada. The nihajof suct
operations are located in the Deep Basin fairwathefWestern Canada Sedimentary Basin. These stédreclude producing natu
gas wells, non-producing natural gas wells, praayi@il wells and nomroducing oil wells, but do not include a land piosi tha
includes net working interests in undeveloped aygeand properties containing probable reserves walich are included
exploration and evaluation assets (see Note 16).Hpdrocarbon properties were acquired by the Gasup result of the busin
combination in September 2012 (see Note 3).

The recoverable amounts of the Group's hydroca@®bls are determined whenever facts and circumstgrowide impairmel
indicators. CGU’s are mainly determined based ugpengrouping by geographical region of the Greupfoducing properties. T
recoverable amounts are based on each CGU's fpasdax cash flows expected to be derived from the @sohydrocarbc
properties using a fair value less costs of dispesdhodology, which is a Level 3 indicator of ttaér value hierarchy. The posix
cash flow projections incorporate management's égtiinates of future natural gas prices, produdbiased on current estimate:
recoverable reserves and resources, exploratie@nial; future operating costs, nerpansionary capital expenditures and infla
Natural gas pricing included in the cash flow petigns beyond five years is based on historicahtifdly and consensus anal
pricing. Projected cash flows are discounted usipgsttax discount rate which reflects current markeeassients of the time va
of money and the risks specific to the hydrocarinberests for which the future cash flow estimdtage not been adjusted.

In December 2014, the Grougp'realized pricing of natural gas, natural gasitiguand oil declined 20%, 32% and 3!
respectively. As such, as at December 31, 2014Gtloeip performed an annual impairment assessmeit$ tiydrocarbon properti
utilizing posttax discount rates between 8.5% and 9.0% and remyan impairment loss of $28,618 before an inctameecover
of $7,217. This impairment is comprised of $16,a88cated to interests in resource properties,¥6th probable reserves, $3,19
unproved lands and $3,036 to assets held for ael% lower discount rate were used, the impaiimhass would have been redu
by approximately $20 million. Conversely, if a 1%glher discount rate were used, the impairment Yessld have been greater
approximately $20 million.

As at December 31, 2013, the Group performed anarnmpairment assessment on its hydrocarbon pliepdyased on a pitex
discount rate of 10% and recognized an impairnesy bf $6,077 before an income tax recovery of@l,5

Other

During 2012, the Group recognized an impairmer$41,631 on its extracting facilities which weredsal February 2013 (s
Note 25).
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Note 16. Hydrocarbon Probable Reserves and Unpred Lands

Exploration and evaluation assets, which comprigdrdtarbon probable reserves and undeveloped lavets, acquired by tl
Group as a result of the business combination pie®eber 2012. The movements in exploration anduetian assets during 2014 ;
2013 were as follows.

Probable Undeveloped
reserves lands
Balance, beginning of 2014 $ 75267 $ 31,35¢
Additions — 376
Reclassification to assets held for sale (19,157) —
Land expiries — (1,35))
Disposals — (909)
Impairment loss (6,199 (3,19%)
Cumulative translation adjustment (6,260 (2,51%)
Balance, end of 2014 $_43.65¢ §__ 23,75/

As at December 31, 2014, the Group recognized gainment loss of $6,199 and $3,195 on its probedderves and unprov
lands, respectively (see Note 15).

Probable Undeveloped
reserves lands
Balance, beginning of 2013 $ 99,147 $ 31,701
Additions — 421
Reclassification from assets held for sale 29,527 1,85E
Land expiries — (104)
Reclassification-out (47,56%) (627)
Cumulative translation adjustment (5,839 (1,892)
Balance, end of 2013 $ 75261 $ 31,354

As at December 31, 2013, no indicators of impaitesre identified for exploration and evaluatiosets.

Note 17. Accrued Pension Assets (Obligations) ather

The Group currently has posttirement defined benefit plans for its employ@esCanada, Austria, Norway, Germany
Mexico. In addition there is a small jubilee pasupfor an Austrian entity, which is based on cdilecagreements.

The majority of postetirement defined benefit pension plans are funddwse are pension arrangements for manag
Germany and Austria and a closed pension plarofondr employees in Norway.

The major defined benefit pension plan in Norwaylssed to new employees and provides retiremedtdmath benefits
former employees and is administered by managerfetplan provides no lump sum option and the iatler of benefits is limite
to surplus spending of the insurance contract.

The defined benefit pension plans in Germany anstrdeuare based on single pension promises toffworer managers and ¢
active manager and are partly funded. These pepséms provide retirement, disability and deathdfiégn The related plan assets
held separately by an independent insurance company

In Austria and Mexico termination indemnity plang grovided to employees. These plans are requirdse provided by tt
companies based on local labor laws. They are defimnd closed to new employees in Austria. Thesaination indemnity plai
provide lump sum benefits in the case of retiremeisability and death.

The Canadian pension plan for certain Canadian@mapk is a defined benefit plan registered withAlerta Superintendent
Pensions and the Canada Revenue Agency which poWidnefits upon retirement, death and termingii@r to retirement. Tt
benefits are based on final average earnings angaatially indexed to inflation. The plan is suttjéo the minimum funding rules
the Employment Pension Plans Act in Alberta, Carveligh
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Note 17. Accrued Pension Assets (Obligations) a@ther (continued)

require that going concern deficiencies are funoleat a maximum of 15 years and solvency deficienare funded over a maximi
of 5 years. The plan sponsor is required to providge funding as required under provincial pensiegidiation as determined
periodic actuarial funding valuations performed dy independent actuary. The plan sponsor fundgehsion plan for minimu
required contributions annually and assesses adédltcontributions if and when needed. The plamigngoing, open defined ben
plan, meaning that the plan accepts new entrantsmgdoyees are hired. The investment of the pengian assets, including t
performance of the investment managers, is oversgahe pension committee which is composed of nembf the plan spons
The underlying objective is to earn an appropriatern given the plan sponsor's goal of presereagjtal within an acceptable le
of risk for the pension plan assets.

Changes in the defined benefit obligations fggars ended December 31:

2014 2013
Beginning of year $ 10,667 $ 11,86¢
Assumed upon acquisition 16,40¢ —
Net current service cost 477 378
Employee contributions 67 78
Obligation interest cost 445 505
Actuarial (gains) losses from changes in demograpssumptions and experience (915) 468
Actuarial losses (gains) from changes in finanagdumptions 2,665 (475)
Benefits paid (4,184) (1,400
Currency translation adjustments (2,281 (753)
End of year $ 23,35( $ 10,667
Defined benefit obligations from plans that are ishonfunded $ 2,89¢ $ -
Defined benefit obligations from plans that are Wshor partly funded iﬂ i 10,66/
Significant actuarial assumption for defined betn@filigations as at December 31.: 2014 2013
Discount rate 1.8%—6.0% 4.75%
Rate of salary increases 1.0%-5.5% 3.00%
Consumer price index 1.0%-5.5% 2.00%
Changes in the fair value of plan assets foraye ended December 31:
2014 2013
Beginning of year $ 11,92¢ $ 10,63¢
Fair value of plan assets upon acquisition 12,27 —
Return on plan assets 1,31C 1,92t
Administration costs (60) (13)
Employer contributions 702 1,44¢
Employee contributions 67 78
Benefits paid (4,189 (1,400)
Currency translation adjustments (1,246 (751
End of year $ 20,792 $ 11,926
Interest income on plan assets $ 513 $ 455
Actuarial gains 797 1,47C
Return on plan assets $ 131C $ 1,92¢
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Note 17. Accrued Pension Assets (Obligations) a@ther (continued)

Reconciliation to the liability recognized imé consolidated statement of financial position @aDecember 31:

Fair value of plan assets
Defined benefit obligations
Plan (deficit) surplus
Amount not recognized as an asset because of@sbey
Additional liability recognized due to IFRIC 14

Net (liability) asset

As recognized in the consolidated statement ohfired position:
Accrued pension assets
Accrued pension liabilities

Movement of net (liability) asset recognized fears ended December 31:

Beginning of year
Net liability assumed on acquisition
Employer contributions
Expense recognized
Amount recognized in other comprehensive income
Currency translation adjustments

End of year

Current pension expense for the years ended éeloer 31:

Net current service co
Obligation interest cost

Interest income on plan assets
Interest on effect of asset ceiling
Administration costs

Total for year

*  Incurred during September 7 to December 31, 2
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2014 2013
$ 20,79 $  11,92¢
(23,35() (10,667
(2,55¢) 1,25¢
$_ (2,556 $__ 1,25¢
$ 1174 $  1,25€
(3,732) —
$_ (2556 $_  1,25¢

2014 2013
$  125¢ $ (1,226
(4,137) —
702 1,44¢
(469) (442)
(953) 1,477
1,03¢ 2
P By o D25

2014 2013 2012*
$ 477 $ 378 $ 136
445 505 175
(513) (455) (142)
60 13 4
$ 469 $ 441 $ 173
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Note 17. Accrued Pension Assets (Obligations) a@ther (continued)
Recognition through other comprehensive incoffioe the years ended December 31:

2014 2013 2012*

Net gains (losses) during the yi $ (953 $ 1477 $ 961
Effect of the asset ceiling — — —
Effect of impact of additional liability due to IFR 14 — — —
Currency translation adjustments — — —

Recognition of other comprehensive income (los&rectaxes during the year iﬂ) iﬂ 2_961
Comprising: experience adjustment on defined beobfigations $ (1,750 $ 7% 506
experience adjustment on assets 797 1,47C 455

$ (953) $ 1477 $ 961

* Incurred during September 7 to December 31, 2

Sensitivity analysis

A sensitivity analysis for each significant actahrassumption as at December 31, 2014, showing thewdefined bene
obligations would have been affected by changdabeénrelevant actuarial assumption that were reddpnmossible at the date, is
follows:

Discount Rate Sensitivity Analysis 2014
Effect of an increase of 1%

Defined benefit obligations, end of year $ 20,57z
Effect of a decrease of 1%

Defined benefit obligations, end of year $ 26,781
Salary Increase Sensitivity Analysis 2014
Effect of an increase of 1%

Defined benefit obligations, end of year $ 23,71¢
Effect of a decrease of 1%

Defined benefit obligations, end of year $ 23,06z

The defined benefit obligation sensitivity figuregre calculated using the same methods and asans@s the December
2014 defined benefit obligation figures, with thelyoassumption change being the 1% change in digcaie or salary scale
indicated. There was no change from the previodsgén the methods and assumptions used in pregp#ne sensitivity analyses.

As is the case with the actuarial valuations, fdrmateriality guidelines were not employed in tregidation of the sensitivi
analysis. All benefits were valued using assumpgtiadopted for each relevant contingency and merhipedsta that were review
for consistency with previous data as well as dieeasonableness. To the extent that the assungptind methods adopted for
valuation were appropriate for the purpose of tladuation; nothing was omitted as being immaterfétvertheless, emergi
experience differing from the assumptions will lesu gains or losses that will be revealed in fetvaluations and could affect
validity of the sensitivity analysis.

Plan assets

Plan assets are generally held and administeréuteypendent financial services companies. The sggenot include the Grou
own financial instruments or any property occugigdor other assets used by, the Group.
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Note 17. Accrued Pension Assets (Obligations) a@ther (continued)
Expected contributions and benefit payments

The expected contributions in 2015 from the empleyand employees are $323 and $71, respectivelg. dhploye
contributions represent the minimum required cbaotion under pension legislation.

As at December 31, 2014, the expected benefit patigeee as follows:

Years ending December 31:

2015 $ 509
2016 566
2017 631
2018 687
2019 724
2020-2024 3,93t
2025 and after __16,29¢

Total $___23,3%

Note 18. Deferred Income Tax Assets and Liabilitis

The tax effect of temporary differences and tas losrryforwards that give rise to significant componerftdeferred income te
assets and liabilities are as follows:

As at December 31: 2014

2013

Non-capital tax loss carry-forwards $ 17,81C $ 18,85¢
Interests in resource properties (3,042 (8,761)
Other assets 9,22¢ 8,014
Other liabilities (10,21¢) (3,741

$ 13,77 $ 14,37C

Deferred income tax assets and liabilities areuighet] in the consolidated statement of
financial position as follows:

Deferred income tax assets $ 23,991 $ 17,941
Deferred income tax liabilities (10,216 (3,57))
Net $ 13,778 $ 14,37C

At December 31, 2014, the Group had estimated aglaied noneapital losses which expire in the following coigdra:
follows. Management is of the opinion that notdadlthese non-capital losses are probable to bieediin the future.

Country Amount for which
Gross no deferred asset Expiration
amount is recognized dates

Canada $41,847 $ — 2028-2032
Germany 3,657 3,614 Indefinite
Austria 44,02( 19,23C Indefinite
Slovakia 907 907 2015-2017
Uganda 86,66~ 86,665 Indefinite

At December 31, 2014, MFC Industrial had an aggee@gemount of $245,848 of temporary differences @aged with it:
investments in subsidiaries, branches and assed@aie interests in joint arrangements, for whicterded income tax liabilities ha

not been recognized because the Group is in aigro$d control the timing of the reversal of suemporary differences and it
probable that such differences will not reversthinforeseeable future.
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Note 18. Deferred Income Tax Assets and Liabiliis (continued)

During 2012, the Company, through its Austrian #@libsy, acquired all of the issued and outstandshgres of a Canadi
corporation in a business combination. At the timhéhe acquisition, management was aware that seferssets were realizable
applying existing taxable profits of the Group. 8isch, the deferred tax assets of the acquiree @nathount of $57,763 we
recognized at the time of the acquisition. Befdre date of acquisition, the Company had a viablgtanning strategy to restruct
its Canadian entities to access the deferred tagt@do offset future increases in taxable incofthe Canadian entities and
subsequently executed this planning strategy. Betoe acquisition, the acquiree had suffered aitofise current and prior period
the tax jurisdictions to which the deferred taxedsselate.

In November 2012, the Company received from thea@arRevenue Agency (“CRATax notices of reassessment relating t
taxation years ended December 31, 2006 to Decefihe2011. The reassessment denies the applicdtimsses and deductions
computing taxable income and the application oliésen the computation of income taxes payablea Tompany has filed notices
objection with the CRA. The Company, among othéngs, reviewed the reassessment, the material fetaged thereto and t
subject transaction and consulted its advisorse@am such review, management determined that ribleapility of the CRA'
reassessment being successful in court was remActardingly, the Company has not recorded a ligbiln these consolidat
financial statements in connection with the reassest. There can be no assurance that the Compfrewuccessful in defendi
its position. If the CRA is successful, then ther@any will be required to pay a material amountaafplus applicable interest. Th
continues to be tax litigation in progress involyithe CRA and other companies which may have drigean the Company's own i
position with the CRA. The Company will continueassess its position as such litigation progresses.

The Group companies' income tax filings are aldgjext to audit by taxation authorities in numerguissdictions. There a
audits in progress and items under review, some/laEh may increase the Group's tax liability. Ire tavent that manageme
estimate of the future resolution of these mattdranges, the Group will recognize the effects ef thanges in its consolida
financial statements in the appropriate periodtirgdao when such changes occur.

Note 19. Short-term Bank Borrowings

Short-term bank borrowings are repayable withirearyrom the borrowing date. They are used to fieahe Group's day-tday
global supply chain business.

As at December 31: 2014 2013
Credit facilities from banks $__161,34( $_ 129,78t

As at December 31, 2014, the Group had creditifiesilaggregating $772,798 as follows: (i) the Grénad unsecured revolvi
credit facilities aggregating $381,088 from barkse banks generally charge an interest rate atfraek rate plus an interest mar
(i) the Group also had revolving credit facilitiaggregating $92,656 from banks for structuredtswis, a special trade financing.
margin is negotiable when the facility is used) (e Group had a specially structured factorimgrrgement with a bank up to a cr
limit of $200,272 for the Group's global supply rhactivities. The Group factors certain of itsdeareceivable accounts ug
invoicing, at interbank rate plus a margin; (iv) the Group had foretghange credit facilities of $63,782 with ban&agd (v) th
Group had secured revolving credit facilities aggteng $35,000. All these facilities are renewadntea yearly basis or usable u
further notice.
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Note 20. Debt

As at December 31: 2014 2013
Due to a bank, €nil and €1,200 at December 31, 20842013, and due in 2014 $ — $ 1,655
Due to a bank, $6,000 at December 31, 2014 and, 2848ectively, interest at LIBOR pl

an interest margin (3.15% at December 31, 2014)paydble monthly, secured by tr:

receivables and due in negotiated periodic repaymwéh final payment in Septemk

2016 6,00C 6,00C
Due to a bank, $11,100 and $13,053 at Decembe2@®4 and 2013, respectively, intel

at LIBOR plus an interest margin (3.32% at Decengir2014) and payable montt

secured by real estate and trade receivables amdndnegotiated periodic repaym

with final payment in April 2015 11,10C 13,05z
Due to banks, €52,950 an®&475 at December 31, 2014 and 2013, respectifizbd

interest and backup guarantee fee 82,850 (at 2.62% at December 31, 2014)

payable quarterly, due in semi-annual repaymerit fiial payment in November 2020 64,07: 91,56¢
Due to a bank, $28,000 at December 31, 2014 an8, 26&pectively, fixed interest plus

interest margin and backup guarantee fee (3,91%eatmber 31, 2014) and paye

quarterly and due in equal yearly repayment witlalfrepayment in September 2022 28,00( 28,00(
Due to a bank, €27,600 an@&300 at December 31, 2014 and 2013, respectifigd

interest and backup guarantee fee @6,860 (2.76% at December 31, 2014) anc

remainder at EURIBOR plus an interest margin anckipa guarantee fee (2.19%

December 31, 2014) and payable quarterly due ini-aemual repayment with fin

payment in December 2022 33,39¢ 41,75C
Due to a bank, $10,000 at December 31, 2014 and, 2@%pectively, interest at LIBC

plus an interest margin (2.136% at December 31428dd due in November 2016 10,00( 10,00(¢
Due to banks, &1,000 at December 31, 2014 and 2013, respectiverest at EURIBOI

plus an interest margin (2.11% at December 31, p@dd due in November 2020 37,51¢ 42,71%

Due to a bank, €76,380 anchi€at December 31, 2014 and 2013 (multiple fae,

respectively, fixed interest and backup guararteeoh €9,604 (2.57% at December

2014) and the remainder at EURIBOR plus an interesgin and backup guarantee

(2.02% at December 31, 2014) and payable quarderyin semiannual repayment wi

final payment in August 2022 92,421 —
Due to a bank, €4,620 andi€at December 31, 2014 and 2013, respectivekgdfiinteres

and backup guarantee fee @896 (at 2.65% at December 31, 2014) and the refat

at EURIBOR plus an interest margin and backup gueeafee (2.05% at December

2014) and payable quarterly due in semirual repayment with final payment in Aug

2022 5,591 —
Due to a Bank €5,830 anahi€at December 31,2014 and 2013 at a fixed int285% a

December 31, 2014) and payable quarterly due in-aemual repayments with fir

payment in 2022 7,05E —
Due to a bank, €16,052 and €nil at December 314 201 2013, respectivelyl£,442 at

fixed interest rate (2.7% at December 31, 2014)taedemainder at EURIBOR plus

interest margin (1.45% at December 31, 2014) aydiga quarterly due in serannua

repayment with final payment in May 2025. 17,973 —
$ 31312« $ 234,74

Current portion $ 56,97¢ $ 44,86¢
Long-term portion 256,14¢ 189,871
$ 313,12« $ 234,74
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Note 20. Debt (continued)
As at December 31, 2014, the maturities of debtar®llows:

Years ending December 31: Principal Interest Total

2015 $ 56,97¢ $ 7,947 $ 64,92t
2016 85,712 6,60¢ 92,32(
2017 44,881 4,451 49,337
2018 39,31t 3,34( 42,658
2019 29,09¢ 2,261 31,354
Thereafter 57,145 2,63C 59,771

$ 313,12« $ 27,237 $ 340,361

Interest expense of $1,524, $nil and $nil, respebtj was capitalized into property, plant and equént in the years enc
December 31, 2014, 2013 and 2012.

Note 21. Account Payables and Accrued Expenses

As at December 31: 2014 2013

Trade and account payables $ 118,33t $ 83,19
Value-added, goods-and-sales and other taxes (bizneincome taxes) 7,301 3,97¢
Compensation 2,924 1,87¢
Interest — 3,812
Derivative liabilities 1,72¢ 2,081
Provisions for warranty 629 74
Short-sale of securities 113 236
Deferred revenues 362 1,81t
Deposits from customers 2,14¢ 3,25E
Acquisition price payables 1,27¢ 1,27¢
Sale of shares on behalf of other 2,64¢ 2,88¢
Contingent consideration on a business combination 759 —
Due to a customer — 22,16¢

$ 138,22: $  126,64¢

Trade payables arise from the Group's daglagp-trading activities. The Group's expenses fovises and other operatiol
expenses are included in account and other payabésserally, these payables and accrual accoumt®toear interest and they h
a maturity of less than one year.
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Note 22. Decommissioning Obligations

Changes in the carrying amount of the Group's deussioning obligations during 2014 and 2013 aréolsws:

2014 2013
Decommissioning obligations, beginning of year $ 117,37: $ 153,10¢
Changes in estimates 39,20¢ (24,499
Obligations related to dispositions — (577)
Obligations settled (3,207 (4,759
Accretion 3,087 3,08t
Cumulative translation adjustments (11,55% (8,984
Decommissioning obligations, end of year iﬂ EM
Comprising:
Current portion (included in liabilities relating &ssets held for sale) $ 1534¢ $ 11,517
Long-term portion 129,55 105,85

$ 144900 $ 117,371

As at December 31, 2014, decommissioning obligati@presented the present value of estimated ratigdiand reclamatic
costs associated with interests in hydrocarbon eptigs and property, plant and equipment. The Graligrounted tr
decommissioning obligations using an average discate of 1.90% (2013: 2.61%), which is the rigdefrate in Canada for blenc
governmental securities.

During 2014 and concurrent with updated assumpfiam Alberta regulators, management revised itsneges of the expect
decommissioning obligations related to its hydrboarproduction and processing assets. The Groddumidl the decommissionil
obligations from future cash flows from operations.

Note 23. Puttable Instrument Financial Liabilities

In connection with the acquisitions of ACCR and $&td in November 2012, the Group entered intoaradl put agreements w
the noneontrolling interests, which allowed or require@ Broup to acquire up to 100% in each of the estitAs a result of the |
options, the non-controlling interests were clasdifis financial liabilities.

The following table discloses the movement of thgble instrument financial liabilities in 2014ca2013:

2014 2013

Puttable instrument financial liabilities
Beginning of year $ 3,93¢ $ 7,761
Changes in estimates — (1,05%)
Settlement (4,084 (3,59¢)
Change in fair value, recognized in profit or loss 148 826
End of year $__ — 3 3,93

The fair values of the puttable instruments wetemened using a discount cash flow (“DCHipdel. The option exercise prit
were based on the net tangible asset values ofiritlerlying entities on the calculation time (asimkd) when the options we
exercised, subject to certain adjustments.

Possehl

In April 2014, the Group entered into a share pasehagreement with the holder of the puttable unsnt (the “Put Holde}”
whereby the Group acquired from the Put Holderd®% equity shares in Possehl. Upon the executidheohgreement, the putta
instrument was terminated. The purchase price statsiof 509,820 common shares of MFC Industrialig¢lviwould be delivere
upon occurrence of an event (as defined in the
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Note 23. Puttable Instrument Financial Liabilities (continued)

agreement, the latest being in 2025) and a contingerchase price whereby 50,000 common sharesR&E Mdustrial would k
issued to the Put Holder for each year from 2012026 if Possehl achieves an annual net incomestoile as computed under IF
for the year. The fair values of the 509,820 comrebares of MFC Industrial and the contingent pusehgrice were measurec
$2,478 in aggregate on the execution date of theegburchase agreement, using a generally accépsedial valuation model whic
took into consideration the illiquidity and restiims of the shares, the expected timing of thggeting events, the probability of -
issuance of the contingently issuable shares aswbdint rates. As a result, the carrying amounhefguttable instrument financ
liabilities of $4,084 were derecognized and a ¢refl$2,877 was recognized in retained earningsctlir. In May 2014, the Put Holc
was appointed by the Board of the Directors agttesident and Chief Executive Officer of MFC Indiadt

In June 2014, the share purchase agreement waslachemereby the 509,820 common shares of MFC Iridustere release
to the Put Holder following the approval of the N&erk Stock Exchange (which was received in Jung#42@nd the continge
purchase price was reduced to be payable for ezahfyom 2014 to 2024. All other terms remain umgjeal. No credit or charge v
recognized in connection with these amendments.

ACCR

In 2013, the Group made claims against one of #relers for misrepresentation and breach of comstréat a result, the Gro
converted all the puttable instrument financiabilities due to the vendor into the share capifdhe sub-subsidiaries and recogniz
a payable of $1,279. The transaction resulted j8%1credited to the retained earnings accountrasudt of the purchase of the non-
controlling interests in the subsidiaries.

Note 24. Shareholders' Equity

Capital Stock

The authorized share capital of MFC Industrial @stssof an unlimited number of common shares aadscA common shai
both without par value and without special rightsrestrictions and an unlimited number of Class ri&f€ence shares without |
value and with special rights and restrictions.

Holders of common shares may receive dividends waeand if declared by the board, subject to teéepential dividend righ
of any other classes or series of preferred shssaed and outstanding. In no event may a dividendeclared or paid on the comr
shares if payment of the dividend would cause #aizable value of the assets of the Company tle&ethan the aggregate ol
liabilities. Holders of common shares are entit@ane vote per share at any meeting of sharet®olfesiny class of common sha
and in general and subject to applicable law, alttens will be determined by a majority of votestaather than fundamental chan
with respect to the Company. The holders of comsiares are entitled, in the event of a distributibassets of the Company on
liquidation, dissolution or winding-up of the Commya(a “Liquidation Distribution”)to receive, before any Liquidation Distributiol
made to the holders of the class A common sharasyother shares of the Company ranking juniaghéocommon shares, but a
any prior rights of any preferred shares, the dtasgpital with respect to each common share helthéwy, together with all declar
and unpaid dividends (if any and if preferentidireon, up to the date of such Liquidation Distiitny and thereafter the commr
shares shall rank pari passu with all other classesmmon shares in connection with the Liquidatiiistribution.

The rights and restrictions attaching to the clag®mmon shares are the same as those attachthg tmmmon shares, exc
that in the event of a Liquidation Distribution.etholders of the class A common shares are entitlegceive such Liquidatic
Distribution only after any prior rights of the feered shares and common shares or any other sdvadimg prior in right to the cla
A common shares.

The Class A Preference shares may include one o saoies and the directors may alter the spegiaisrand restrictions to st
series. Except as may be set out in the rightsestdctions, the holders of the Class A Preferesiaaes are not entitled to vote &
attend shareholder meetings. Holders of Class AeRnece shares are entitled to receive repaymengital on the liquidation
dissolution of MFC Industrial before distributiasihade to holders of common shares.

All the issued capital stock are fully pa
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Note 24. Shareholders' Equity (continued)
Treasury Stock

As at December 31:

2014 2013

Common shares 328,23¢ 328,23¢

Preferred Shares 4,621,57: 4,621,57:
Total number of treasury stock 4,949,81( 4,949,81(
Total carrying amount of treasury stock $__ 68980 $__ 68,98(

All treasury stock is held by whollgwned subsidiaries. The dividends paid and payablie treasury stock by the Company
eliminated on consolidation.

Note 25. Consolidated Statements of Operations

Revenues

Years ended December 31: 2014 2013 2012

Gross revenues, as reported $_1411,780 $_81393t $_485,65¢

For the components of the Group's total revendeasp see Note 4.

The Group's net gain on securities comprised:

Years Ended December 31: 2014 2013 2012

Trading securities $ 271 $ 5,681 $ 1,161

Available-for-sale securities 161 231 (94)

Subsidiaries 4,42¢ 415 206

Holding loss on advance sales of securities (130) 9 (123)
Net gain on securities $__472e 3 631t $_ 1,15C
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Note 25. Consolidated Statements of Operationcgntinued)
Expenses

The Group's costs of sales and services comprised:

Years Ended December 31: 2014 2013 2012
Supply chain products and services $ 1,269,34¢ $ 705,951 $ 382,24t
Credit losses (recovery) on loans and receivables 3,93t 4,671 (521)
Fair value loss (gain) on investment property 121 — (24)
Market value (increase) decrease on commodity itovers (3,777) (5,342) 1,50¢
(Gain) loss on derivative contracts, net (9,319 (4,48¢) 57
Write-off (recovery) of inventories, net 149 — 15,65¢
Other 10,60z 9,563 7,775
Total cost of sales and services $_1271060 $_710,35 $_406,70¢

*  The amount included an inventory write-down o$134. The Group recognized the inventory wdtevn and an impairme
loss of $42,631 on its interests in resource ptamafter the Supreme Court of India banned aflimgi activities in the state
which the Group's extracting facilities were lochtin aggregate, the total loss on the wdtsyn and impairment was $48,2
net of income tax recovery of $13,8:

The Group included the following items in its costsales and services:

Years ended December 31: 2014 2013 2012
Inventories as costs of goods sold (including deipt®n, amortization and

depletion expenses allocated to costs of good$ sold $ 1,128,60: $ 624,78 $ 286,42¢
Loss on unwinding sale and repurchase arrangements — 2,35€ —
Reduction in liabilities for claims — (2,425) —

The Group recognized a reversal of accrued advifemy and other legal provisions of $nil, $1,854 &nil in 2014, 2013 ar
2012, respectively. The aforesaid reversal was stasa reduction in selling, general and admirtisgaxpenses.

The Group also recognized a reversal of accrueddst expense of $905, $nil and $nil in 2014, 2818 2012, respectively. T
aforesaid reversal was shown as a reduction imé@&osts.

Additional information on the nature of expenses

Years Ended December 31: 2014 2013 2012
Depreciation, amortization and depletion $ 27,246 $ 28,08 $ 20,312
Employee benefits expenses 37,984 28,732 26,05k

Note 26. Share-Based Compensation
MFC Industrial has a 1997 Stock Option Plan, a 2B8ity Incentive Plan and a 2014 Equity Incentian.

1997 Stock Option Plan (Amended)

MFC Industrial has a stock option plan (“1997 P)amhich enabled certain employees and directors ¢uiee common shar
and the options may be granted under the plan isabte over a period not exceeding ten years.

2008 Equity Incentive Plan

Subject to the terms of the 2008 Equity Incentiv@nR“2008 Plan”),a committee, as appointed by the Company's bos
directors, could grant nonqualified stock optiongentive stock options, stock appreciation rightstricted stock awards, stock |
awards, stock awards, performance stock awardsaartaibnus awards under the plan.
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Note 26. Share-Based Compensation (continued)
2014 Equity Incentive Plan

Pursuant to the terms of the 2014 Equity Incen®Nan (“2014 Plan”)the Company's board of directors, the compens
committee or such other committee as is appointethé board of directors to administer the 201 Ptaay grant stock optior
restricted stock rights, restricted stock, perfamogashare awards, performance share units and appekciation rights under the 2(
Plan, establish the terms and conditions for tresards, construe and interpret the 2014 Plan atablesh the rules for the 20
Plan's administration. Such awards may be gramteninployees, noemployee directors, officers or consultants of @eup or an
affiliate or any person to whom an offer of empl@mhwith the Group or any affiliate is extendedclsaommittee has the authority
determine which employees, nemployee directors, officers, consultants and prape employees should receive such awards
2014 Plan replaced the 1997 Plan and the 2008 Ptamided, however, that each of the 1997 or 20@8& Will continue to govel
prior awards granted under such plan until all @sagranted under such plan prior to November 1442fave been exercis
forfeited, cancelled, expired or otherwise termédain accordance with the terms thereof.

The maximum number of the Compasigommon shares that may be issuable pursuartawatds granted under the 2014 |
is 2,877,018 common shares, being 2,000,000 plds328 and 609,674 of common shares available far@svunder the 1997 &
2008 Plan, respectively, as of the effective détthe 2014 Plan. Notwithstanding the foregoing, tiximum number of shares t
may be issued as incentive stock options undel®i& Plan is 2,000,000. Forfeited, cancelled, netdrand lapsed awards are
counted against the 2,000,000 common shares. Aaydsvgranted under the 2014 Plan, or portions tfiettgat are settled in cash ¢
not by issuance of our common shares are not co@gainst the foregoing limits.

Following is a summary of the status of the plans:

2008 Plan 2008 Plan 1997 Plan 1997 Plan
Weighted Weighted
average average
Number of exercise price Number of exercise price
awards per share options per share
Outstanding as at December 31, 2011, 2012 and 2013 915,00C $ 7.81 1,720,00( $ 7.81
Granted 200,00C $ 8.01 — —
Expired (24,674 $ 7.81 (255,000 $ 7.81
Exercised (30,32¢) $ 7.81 — —
Surrendered and cancelled _(200,000 $ 7.81 _ = —
Outstanding at December 31, 2014 -.860.00C g 7.83 1465000 g 7.81
As at December 31, 2014:
Options exercisable --860,00¢ -1:465,00(
Options granted and exercised =L326 =m

Options available for granting in future periods — -

No awards had been issued pursuant to the 2014aBlah December 31, 2014. There were 2,877,018aveanailable for gra
under the 2014 Plan as at December 31, 2014.
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Note 26. Share-Based Compensation (continued)
The following table summarizes information abowcktoptions outstanding and exercisable as at DeeeB1, 2014:

Options Outstanding and Exercisable

Weighted average Weighted
Number remaining contractual average exercise
Exercise Price per Share outstanding life (in years) price per share
$7.81 2,125,00( 1.0C $ 7.81
$8.01 __200,00( 425 % 8.01
_2,325,00( 1.28 $ 7.83

The following table summarizes the share-based eosation expenses recognized by the Group:

Years ended December 31: 2014 2013 2012
Share-based compensation expenses arising froonsmranted by:
MFC Industrial $ 383 % — $ —
A Canadian non-wholly owned subsidiary e e 9
Total $ 383 2 — 2 9

On April 2, 2014, the theRresident of the Company surrendered his optiopsitchase 200,000 MFC Industrial common skt
at an exercise price of $7.81 per share. The daticel of these options had no impact on the cadatgd financial statements. On
same day, the Company granted to two employeesrgptp purchase 200,000 MFC Industrial common sharexggregate at
exercise price of $8.01 per share. The optionedestmediately and expire on April 2, 2019.

The information on the stock options granted onil&)r2014 is as follows. The Group used the Bl&dkolesMerton formula ti
calculate the fair value of the stock options.

Number of options grante 200,00(¢
Vesting requirements Immediately
Contractual life 5 year!
Method of settlement In equity
Exercise price per share $8.01
Market price per share on grant date $8.01
Expected volatility 34.72%
Expected option life 5 year:
Expected dividends 3.03%
Risk-free interest rate 1.64%
Fair value of option per unit $1.917

The expected volatility was determined based orhiseerical price movement over the expected opfifen with adjustments fc
underlying businesses. The award holders are tidieerto dividends or dividend equivalents untiétoptions are exercised.

The aggregate fair value of options granted was88$@8ich was recognized as shéw@sed compensation expense in the Gr
consolidated statement of operations for 2014. skteebased compensation expense is not tax deductibler the Canadian incot
tax act and, therefore, the Group did not recogaigetax benefit from granting stock options.

A director of the Company was not eéected to the board on December 27, 2013. Aswtrédss options to purchase 55,(
common shares of MFC Industrial expired on Jandry2014. Another director passed away in March4284d his options
purchase 55,000 common shares of MFC Industriaepxfor 30,326 which were exercised, expired it£2@0ptions to purcha
200,000 common shares of MFC Industrial held bpranér officer also expired in 2014 when he ceasegrovide services to t
Group.
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Note 27. Income Taxes

MFC Industrial's statutory tax rate was 26.0%, 3%7and 25.0% in 2014, 2013 and 2012, respectividig. increase in the t
rate in 2014 and 2013 was due to the increaseeiBthish Columbia provincial corporation tax raféective from April 2013.

A reconciliation of the provision for income taxemculated at applicable statutory income tax raté€3anada to the provision
the consolidated statements of operations is &sfsi

Years ended December 31: 2014 2013 2012
Income before income taxes Eﬂ iﬂ EM
Computed recovery of (provision for) income taxeM&C Industrial's statutory
tax rates $ (984 $ (4140 $ (49,59¢)
(Increase) decrease in income taxes resulting from:
Subsidiaries' tax rate differences 223 48 3,85E
Non-taxable bargain purchase — — 54,67(
Benefit of purchased income tax reductions — 701 6,32¢
Other non-taxable income 435 1,52¢ 1,94¢
Revisions to prior years 1,261 1,111 —
Taxable capital gains on dispositions, net 467 (58) (121)
Resource property revenue taxes (1,800) (3,730) (4,426)
Unrecognized losses in current year (550) (1,419 (6,904)
Permanent differences (1,00€) (940) (895)
Change in future tax rate — 244 (25)
Transfer of an interest in resource property — — —
Other, net 240 83 (2,209)
Recovery of (provision for) income taxes $_(L,714 $_ (6,57 $__ 2,62€
Consisting of:
Resource property revenue taxes $ (2,409 $ (5009 $ (5,902
Current and deferred income taxes 695 (1,574 8,52¢

$_(ri4 $_(657h §_ 2.62¢

In addition, the aggregate current and deferrednmetax relating to items that are charged diretctlgquity was a recovery
$403, $80 and $68, respectively, in 2014, 2013201, all relating to the changes in the valuethefavailable-for-sale securities.

The Group's income tax expense above does notdeaduny amounts for its joint ventures and assaciateose results, net
income taxes, are included in equity income witltioss revenues.
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Note 28. Earnings Per Share

Earnings per share data for the years ended Dece8thlieom operations is summarized as follows:

2014 2013 2012
Basic earnings available to holders of common share $ 838 $ 9,665 $ 200,14«
Effect of dilutive securities: — — —
Diluted earnings $ 838 $ 9,665 $ 200,14«
Number of Shares
2014 2013 2012

Weighted average number of common shares outs@rdibasic 62,922,83 62,552,12I 62,555,43!
Effect of dilutive securities:

Options 21 204,66¢ —

Contingently issuable shares 34,24 — —
Weighted average number of common shares outsgrdidiluted 62,957,10: __62,756,79. __62,555,43

As at December 31, 2014 and 2012, there were 2)B@5%nd 2,635,000 stock options, respectively,tanting that coul
potentially dilute basic earnings per share inftliare, but were not included in the calculationddtited earnings per share bec:
they were antidilutive for 2014 and 2012.

Pursuant to a share purchase agreement (as ameb0¢@)0 common shares of MFC Industrial would $muéd to the P
Holder for each year from 2014 to 2024 if Possehieves an annual net income milestone as computder IFRS for the year (s
Note 23). The net income milestone for 2014 hadkshieved, subject to the audit. As such, thetaddl common shares of Mi
Industrial to be issued were included in the weddrdverage number of common shares outstandingliuted basis.

Note 29. Dividends paid

On March 24, 2014, MFC Industrial announced itsuahrcash dividend for 2014. The 2014 annual casideid was $0.24 p
common share in total, paid in quarterly installbseas follows: (i) $0.06 per common share on AR#| 2014 to shareholders
record on April 10, 2014; (ii) $0.06 per common rghan August 8, 2014 to shareholders of recorduby 28, 2014; (iii) $0.06 pi
common share on October 27, 2014 to shareholdeecofd on October 16, 2014 and (iv) $0.06 per comshare on January 5, 2
to shareholders of record on December 29, 2014.

In general, dividends payable by MFC Industrialtsoshareholders are subject to customary Canadiigamolding tax for non-
resident shareholders. Pursuant to applicable reatie¢s the withholding rate for eligible U.S. desit shareholders is 15%. -
dividend is an eligible dividend under theeome Tax AotCanada).
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Note 30. Commitments and Contingencies
Leases as lessors

The Group leases out land and buildings, compripiigarily investment property classified as assetlsl for sale, under non-
cancellable operating lease agreements. The leasesvarying terms, subject to the customary prastin the particular regions.

Future minimum rentals under long-term non-canb&laperating leases are as follows:

Years ending December 31: Amount
2015 $ 1,64¢€
2016 1,57¢
2017 1,527
2018 130
2019 5
Thereafter _ 5
$ 4,892

The leases have varying terms, subject to the mwstp practices in the local regions. The Group geced rental income
$2,554 (including sublease of $6), $2,364 (inclgdgublease of $14) and $2,582 (including sublea$&b1) for the years end
December 31, 2014, 2013 and 2012, respectively.

Leases as lessees

Future minimum commitments under long-term non-e#dable operating leases are as follows:

Years ending December 31: Amount
2015 $ 1,69¢€
2016 1,17¢
2017 918
2018 455
2019 310
Thereafter _ 191
$ 4,74¢

The leases have varying terms, subject to the mstp practices in the local regions. Minimum lepsgments recognized
expenses were $4,776 (including sublease of $18¢antingent rents of $79), $4,063 and $2,539 (isiclg contingent rents of $3(
for the years ended December 31, 2014, 2013 an? 284pectively.

Litigation
The Group is subject to litigation and tax auditstihe normal course of business, the ultimate t®sefl which cannot t
ascertained at this time. The Group records castisey are incurred or become determinable.

Guarantees

Guarantees are treated as contingent liabilitiéssgrit becomes probable that the Group will beiired to make payment unt
the guarantee.

As at December 31, 2014, the Group had issued giggs up to a maximum of $59,728 to its trade arah€ing partners in tl
normal course of its supply chain activities, bethg total potential principal amount that may hmmnteed thereunder, of wh
$50,374 were outstanding and have not been recasldidbilities in the consolidated statement péficial position. There has bi
no claim against the guarantees.
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Note 30. Commitments and Contingencies (contindg
Purchase Obligations

As at December 31, 2014 the Group had open purot@seacts aggregating $211,929 due in 2015 to 2020 take-opay
contracts aggregating $3,384 due in 2015 to 2028, ievspect to its global supply chain activitis®ne of these have been recogn
in the consolidated statement of financial posiasrat December 31, 2014.

Contingent Gain

In February 2013, the Group sold its interesth@lhdian extracting facilities. Pursuant to tharshpurchase agreement, the
price includes a certain percentage of the soldy&nfuture free cash flow from its operations andestment for a period of se\
years. As a result of the significant uncertainissto the probability of receipt of any future sioleration, management determi
that the expected value of such future cash flow $ral as at December 31, 2014.

Effective April 2014, the Group sold its intereststwo German aluminum processing mills to an iretefent third part
Pursuant to the share purchase agreement, theriadeincludes a certain percentage of the dispesdity's (1) free cash flow frc
operations for the fiscal years 2014 through awtugive of 2016 and (2) proceeds from the dispwsitf its assets during a perioc
five years commencing on the day of the share mselagreement. As a result of the significant daceies as to the probability
receipt of any future consideration, managemergrdehed that the expected value of such future aghwas $nil as at Decemt
31, 2014.

Note 31. Consolidated Statements of Cash FlowSupplemental Disclosure

Interest paid and received, dividends received iandme taxes paid are classified as operating iieSv Dividends paid a
classified as financing activities.

The Group establishes, utilizes and maintains uarkinds of credit lines and facilities with bardesd insurers. Most of the
facilities are short term. These facilities areduge our day-today supply chain business and structured solutimtiwities. Thu
amounts drawn under such facilities fluctuate wifie kind and level of transactions being undertalée a result, managem:
considers shorterm bank borrowings to be a part of its operatiogvities and that it is most appropriate to imiduthe changes
short-term bank borrowings within operating actéston the consolidated statements of cash flows.

There are no circumstances in which cash and eashiadents held by an entity are not availableuse by the Group.

On December 31, 2013, a customer paid $22,166dmbthe Group's subsidiaries. However, the undeglinvoice was subje
to a factoring arrangement with a bank pursuanthich such bank had previously purchased the rtlaeeivable and the custor
was to submit such payment to the bank directlye @mount, which had been incorrectly paid to theu@'s subsidiary by tl
customer instead of as directed to the bank, waseguently repaid in January 2014. As a result, 188 was recognized
repayment to a customer. No income or loss wagrezed in connection with such transactions.

The Group had the following non-cash transactions:

Non-cash transactions in 2014: (1) conversion of plgtaistrument financial liabilities into the sharapital in the Company (s
Note 23) and (2) the Group sold its interest inr@ug of German entities and recognized a-cash accounting gain of $4,106
disposition (see Note 35).

Non-cash transactions in 2013: (1) conversion dfaple instrument financial liabilities into theask capital of non-wholly-
owned subsidiaries (see Note 23); (2) the Groug slinterest in a group (which held the resoymegperties in India) and recogni:
a non-cash accounting gain of $415 on dispositg@e (Notes 15 and 25); (3) the Group acquired timecantrolling interests in
group for no consideration, resulting in $489 dedito the retained earnings account; and (4) tleaiGentered into a participati
arrangement (see Note 11).

Non-cash transaction in 2012: (1) the Group acquerities with a purchase price of $8,514 payab®013 (see Note 3).

135




TABLE OF CONTENTS

MFC INDUSTRIAL LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014

Note 32. Related Party Transactions

In the normal course of operations, the Group sni@p transactions with related parties which udel affiliates in which tf
Group has a significant equity interest (10% or ehayr has the ability to influence the operatingl dimancing policies throu¢
significant shareholding, representation on thedo#directors, corporate charter and/or bylawse Telated parties also include M
Industrial's directors, President, Chief Execut®#icer, Chief Financial Officer, Chief Operatingff@er and their close fami
members, as well as any person and entity whicle lsanificant influence over MFC Industrial. Theséated party transactions
conducted in arm's length transactions at normaketgrices and on normal commercial terms. In tattito transactions disclos
elsewhere in these financial statements, the Ghadpthe following transactions with the relatedipar

Years ended December 31: 2014 2013 2012
Dividend income on common shares* $ — $ 277 3 =
Royalty expense paid and payable* (257) (604) (693)
Sales of goods 2,711 1,96¢ 1,012
Fee income 55 — —
Purchases of goods for sale** (17,51¢) — —
Director's salary paid by a subsidiary to a cl@seily member of a director — — (20)
Reimbursement of office and expenses at cost tceatdr*** (106) — —
Termination payment to the former President**** (2,770 — —

* Included in income from an interest in resourcepprty.

* Related to transactions with two processing faeditwhich are owned by a former subsidiary of @wnpany. One of tt

Company's employees and one of its directors hefrid positions on the board of directors of theepacompany of tt
owner of these facilities until July 201

rxk The director (who is also the former Presidenthef €Company) provided office space and servicesedCompany at cos

**k Pyrsuant to a consulting agreement, the formerd@nesof the Company was entitled to a terminapagment of $1,770 up:
the termination of the consulting agreem:

In addition to the transactions above, the Grouptha following transactions with related parties:

In April 2014, the Group entered into a share pasehagreement with the Put Holder whereby the Gaagpired from the P
Holder his 40% equity shares in Possehl. In May42@ie Put Holder was appointed by the Board oftlectors as the President i
Chief Executive Officer of MFC Industrial (see N@8).

In February 2013, the Group sold its interest igr@up (which held the resource properties in In{dize Notes 15 and 25)) t
director of two of the Group's sub-subsidiariesuléng in noneash accounting gain of $415 on disposition. Thieatlor resigne
from the subsidiaries in March 2013. In additiorsubdsidiary sold its office furniture and equipmena company beneficially own
by the Chairman of the Company for $14, resultimg igain of $14. Included in other receivables ma®verpayment of net direc
fee of $8 which was subsequently refunded by thectbr in 2014.

In 2012, the Group entered into an agreement witinezctor of two of the Group's sigubsidiaries whereby the director agree
purchase 100% of the shares of a subsidiary frem&toup for a nominal amount. The subsidiary dit e significant assets
business at the time of disposition.
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Note 32. Related Party Transactions (continued)
Key management personnel

Key management personnel comprises the memberseoBoard of Directors, President, Chief Executiviic® and Chie
Financial Officer. The remuneration of key managenpersonnel of the Group was as follows:

Years ended December 31: 2014 2013 2012

Short-term employee benefits $ 1,74¢ 3 723 $ 794
Post-employment benefits — — —
Other long term benefits — — —

Termination benefits 1,77C — 456
Share-based payments* 192 — —
Directors' fees 364 372 264

Total $ 407t $ 1,09t $ 1,514

*  The shar-based payments were computed by the referenceetdath value of options measured by BI-Schole-Mertor
formula on the grant date (see Note .

The termination benefits in 2014 represented ansopatd to the former President of the Company. fEhmination benefits
2012 represented amounts paid to a former Chiefri€ial Officer.
Note 33. Financial Instruments

The fair value of financial instruments as at Deben81 is summarized as follows:

As at December 31: 2014 2013

Carrying Fair Carrying Fair
Amount Value Amount Value

Financial Assets:
Fair value through profit or loss
Cash and cash equivalents, short-term cash depositeestricted

cash $ 298,00¢ $ 298,00¢ $ 336,86¢ $ 336,86¢
Short-term securities 250 250 2,06¢ 2,06¢
Derivative assets 5,40¢ 5,40¢ 1,394 1,394
Loans and receivables:
Receivables* 184,77+ 184,77« 138,19( 138,19(
Available-for-sale instruments:
Securities, at market value 681 681 2,46E 2,46F
Securities (including restricted securities), atco 247 247 — —
Total $ 489,36t $ 489,36¢ $ 480,98: $ 480,98:

Financial Liabilities:
Financial liabilities measured at amortized co

Short-term borrowings $ 161,34C $ 161,34( $ 129,78 $ 129,78:

Accounts payable and accrued expenses* 134,17 134,17« 120,59: 120,59:

Debt 313,12« 314,83¢ 234,74( 229,04t

Puttable instruments — — 3,93¢€ 3,93¢

Fair value through profit or loss

Derivative liabilities 3,051 3,051 2,081 2,081
Total $ 611,68 $ 613,407 $ 491,13: $ 485,43:

*  Not including derivative and tax related iter
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Note 33. Financial Instruments (continued)

Fair value of a financial instrument representsghee that would be received to sell an assetait o transfer a liability in ¢
orderly transaction in the principal (or most adegeous) market at the measurement date undentunsgket conditions regardle
of whether that price is directly observable oimeated using another valuation technique. The gdca transaction which takes pl:
under duress or the seller is forced to accepptive in the transaction might not represent tlieviaue of an asset or a liability. T
best evidence of fair value is published price gtiohs in an active market. When the market fanaricial asset or financial liabili
is not active, the Group establishes fair valuausing a valuation technique. The chosen valuagchriique makes maximum use
inputs observed from markets, and relies as l@fgossible on inputs generated by the Group.nallgrgenerated inputs take i
account factors that market participants would m®rsvhen pricing the financial instruments, susHiguidity and credit risks. Use
judgment is significantly involved in estimatingirfavalue of financial instruments in inactive matkeand actual results col
materially differ from the estimates. To value lenterm transactions and transactions in less actigekats for which pricin
information is not generally available, unobsereabputs may be used.

The fair value of cash and cash equivalents, mstticash and shomrm cash deposits is based on reported markeg¢ vahe
fair value of short-term trading securities is lthea quoted market prices (Level 1 fair value mielg). The fair value of available-
for-sale securities is based on quoted market prigegpé for those which are not quoted in an actieket which are measured
an appropriate valuation method (Level 3 fair vahigrarchy). The fair values of short-term receleabshorterm borrowings ar
accounts payable and accrued expenses, due tshimetterm nature and normal trade credit terms, appratértheir carrying valu
The fair values of long-term debt and other |degn liabilities were determined using discountadicflows at prevailing market ra
of interest for a similar instrument with a simileredit rating. The fair values of the puttabletinsients approximated their carry
amounts as the carrying amounts were revised asiGF model or other valuation technique.

The fair values of the derivative financial instrems are based on the quoted market prices whesibpgsand if not availabl
estimates from thirgbarty brokers. These broker estimates are corrtdxbraith multiple sources and/or other observabdeket dat
utilizing assumptions that market participants wiouse when pricing the asset or liability, inclgliassumptions about risk ¢
market liquidity (Level 2 fair value hierarchy).dats may be readily observable or market-corroledrat

The following tables present the financial instrumsemeasured at fair value classified by the falue hierarchy as at Decem
31, 2014 and 2013:

As at December 31, 2014 Level 1 Level 2 Level 3 Total
Financial Assets:
Fair value through profit or loss:

Short-term securities $ 250 $ — $ — $ 250
Derivative assets — 5,40¢ — 5,40¢
Available-for-sale securities 681 = = 681
Total $ 931 $ 540t $ — $_ 6,33¢

Financial Liabilities:
Fair value through profit or loss:
Derivative liabilities i__ iﬂ i__ iﬂ
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Note 33. Financial Instruments (continued)

As at December 31, 2013 Level 1 Level 2 Level 3 Total
Financial Assets:
Fair value through profit or loss:
Short-term securities $ 2,06 $ — $ — $ 2,06¢
Derivative assets — 1,394 — 1,394
Available-for-sale securities 2,46¢ = = 2,468
Total $ 453 $ 1394 $ — $_ 5927
Financial Liabilities:
Fair value through profit or loss:
Derivative liabilities $ — 3__2081 % — 3__208]

The following table presents the level of the faatue hierarchy within which the fair value measueats are categorized
those financial instruments not measured at fdiresabut for which the fair values are disclosed:

Assets

Fair Value Measurements at
Reporting Date Using

Level 1

Level 2

Level 3

Cash and cash equivalents, short-term cash depositeestricted cash
Receivables

Short-term borrowings

Accounts payable and accrued expenses

Debt

Puttable instruments

X

X X X X

X

Generally, management of the Group believes thatgtfinancial assets and financial liabilitiesiedto their shorterm nature
do not pose significant financial risks. The Grauges various financial instruments to manage iposure to various financial risl
The policies for controlling the risks associatethwfinancial instruments include, but are not liedi to, standardized comps
procedures and policies on matters such as heddirigk exposures, avoidance of undue concentraifarisk and requirements 1
collateral (including letters of credit and bankagantees) to mitigate credit risk. The Group hsls managers and other personn:

perform checking functions and risk assessmerggsare that the Group's procedures and policiescanglied with.

Many of the Group's strategies, including the usdesivative instruments and the types of derivaiivstruments selected by
Group, are based on historical trading patternscandtlations and the Group's management's expattatf future events. Howev
these strategies may not be fully effective innadirket environments or against all types of risksexpected market developme
may affect the Group's risk management strategiesgl the period, and unanticipated developmentddconpact the Group's ri
management strategies in the future. If any ofvlugety of instruments and strategies the Groufizes is not effective, the Gro

may incur losses.

The Group does not trade in financial instrumentduding derivative financial instruments, for sp&ative purposes.
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Note 33. Financial Instruments (continued)
The nature of the risk that the Group's finanaistriuments are subject to as at December 31, 20%dtiout in the followir
table:

Risks

Market risks
Financial instrument Credit Liquidity Currency Interest rate Other price

Cash and cash equivalents, short-term cash deposits
restricted cash X

Short-term securities

Long-term securities

Derivative assets and liabilities X X
Receivables X

Short-term bank borrowings X
Accounts payable and accrued expenses X
Long-term debt X

X

X X X

X X X X X X X X

X

A sensitivity analysis for each type of market riskwhich the Group is exposed on its financiatrimments at the end of t
reporting period is provided, showing how profitloss and equity would have been affected by ctaingéhe relevant risk variat
that were reasonably possible at that date. Theesges of parameters are estimated by managemenh arfe based on the facts
circumstances available at the time estimates adepand an assumption of stable sedonomic and geopolitical states. No unu
and exceptional events, for example, natural disastr humammade crises and calamities, are taken into coratidarwhen th
sensitivity analysis is prepared. Actual occurrecmeld differ from these assumptions and such diffees could be material.

Credit risk

Credit risk is the risk that one party to a finahénstrument will fail to discharge an obligatiand cause the other party to inc
financial loss. Financial instruments which potaMyi subject the Group to credit risk consist ofltand cash equivalents, restri
cash, shorterm cash deposits, and derivative and credit exgsgincluding outstanding receivables and conechittansactions). Tl
Group has deposited cash and cash equivalentsctedtcash, shoterm cash deposits and entered into derivativeraotst with
reputable financial institutions with high creditings, from which management believes the risloss to be remote. The Group d
not have exposure to Eurozone sovereign debt fochwthe issuing states (Greece, Spain and Portugalg experienced cre
downgrades or other indicators of financial diffies, and customers of these Eurozone states.

Most of the Group's credit exposures are with cenuarties in supply chain industries and are satgeaormal industry crec
risk. The Group has receivables from various estiihcluding, primarily, trade customers. Managenties not believe that a
single customer or geographic region representsfisignt credit risk. Credit risk concentration twitespect to trade receivable
limited due to the Group's large and diversifiedtomer base. Credit risk from trade account retédgais mitigated since they .
credit insured, covered by letters of credit, bgokrantees and/or other credit enhancements. TingpGoutinely monitors credit ri
exposures, including sector, geographic and cotparancentrations of credit and set and regulaigewv counterpart credit limi
based on rating agency credit ratings and/or iateaasessments of company and industry analysesGroup also uses factoring i
credit insurances to manage credit risk. Managerbeligves that these measures minimize the Grawesll credit risk; howeve
there can be no assurance that these processgsatd@tt the Group against all losses from noneperénce.

The average contractual credit period for tradeiv@bles is about 600 days. However, due to the use of the factoringifies
the average life time of trade receivables are ceduto approximately 35 days. The average conthaedit period for trac
receivables from hydrocarbon sales is about 30.daysthe aging analysis of past-due receivabkes Note 7.
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Note 33. Financial Instruments (continued)
The maximum credit risk exposure as at Decembe2®14 is as follows:

Cash and cash equivalents, short-term cash depositeestricted cash $ 298,00¢
Derivative assets 5,40¢
Receivables (not including derivative and tax edatems) __ 184,77

Amounts recognized in the consolidated statemefibaificial position 488,19(
Guarantees (see Note 30) 59,72¢

e |

Maximum credit risk exposure 547,91t

As at December 31, 2014, the Group had issued gigg@s up to a maximum of $59,728 to its trading famehcing partners
the normal course of its supply chain activities. & December 31, 2014, $50,374 were outstandidchame not been recordec
liabilities in the consolidated statement of fin@h@osition. In the past five years, no claim leen made against the guarar
issued by the Group. Typically, these guaranteessaued on behalf of the Group's trading and fimgnpartners and, in case of non-
performance by a trading or financing partner anclaim is made against the Group, the Group canenth& claim against t
defaulting trading or financing partner and hasealge on the goods to recover the loss.

Liguidity risk

Liquidity risk is the risk that an entity will enaater difficulty in raising funds to meet commitnterassociated with financ
instruments. The Group requires liquidity specificéo fund capital requirements, satisfy financiddligations as they become c
and to operate its global supply chain businesg Ghoup puts in place an actively managed produdiied capital expenditt
budgeting process for major capital programs. Theuf®s approach to managing liquidity is to ensasefar as possible, that it alw
has sufficient liquidity to meet its liabilities wh they fall due, under normal and stress condifigvithout incurring unacceptal
losses. The Group is naubject to material liquidity risk because of itsoeg cash position. The Group also maintains aale
banking facilities, including factoring arrangemneenit is the Group's policy to invest cash in hyghduid, diversified money mark
funds or bank deposits for a period of less thagetimonths. The Group may also invest in cash dispaigh an original maturity da
of more than three months so as to earn a higkenest income.

Generally, trade payables are due within 90 dagsatimer payables and accrued expenses are du@ withiyear. All derivati\
financial liabilities are to be settled within opear. All shortterm bank borrowings are renewable on a yearlysb&ease also re
to Note 20 for the Group's debt maturity schedidleese future payment data are based on the h@tgayment patterns a
management's interpretation of contractual arraegésn The actual cash outflows might occur sigaiftty earlier than indicated
the data or be for significantly different amoufntam those indicated in the data.

Currency risk

Currency risk is the risk that the value of a fic@ahinstrument will fluctuate due to changes inefgn exchange rates. Curre
risk does not arise from financial instruments & nonmonetary items or from financial instruments dernmated in the function
currency. The Group operates internationally an@xposed to risks from changes in foreign curreratgs, particularly Eurc
Canadian dollars and United States dollars. Cuyreisk arises principally from future trading tractions, and recognized assets
liabilities. In order to reduce the Group's expesto foreign currency risk on material contracteatainated in foreign currenci
(other than the functional currencies of the Greompanies), the Group may use foreign currency dadveontracts and options
protect its financial positions. As at December 2214 and 2013, the Group had foreign currencyvdtvie financial instrumen
(foreign currency forward contracts and optionshwaggregate notional amounts of $244,552 and $B21 respectively, and a |
unrealized fair value gain of $1,627 and loss &%3espectively.

The Group does not have any material exposuregtdyhinflationary foreign currencie
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Note 33. Financial Instruments (continued)
Sensitivity analysis:

At December 31, 2014, if the U.S. dollar had weaketh0% against the Group companies' functionaleocgres with all othe
variables held constant, net income for the yed®20ould have been $2,430 higher. Conversely,afuhS. dollar had strengther
10% against the local functional currencies witlo#iier variables held constant, net income forysar 2014 would have been $2,
lower. The reason for such change is mainly dueettain U.S. dollar denominated financial instrutébilities (net of assets) he
by entities whose functional currency were not th&. dollar. There would have been no material chgaising from financi
instruments on other comprehensive loss in eithsec

At December 31, 2014, if the Euro had weakened &8&nst the Group companies' functional currenei#is all other variable
held constant, net income for the year 2014 woakkhbeen $6,197 lower. Conversely, if the Euro $teehgthened 10% against
local functional currencies with all other variableeld constant, net income for the year 2014 wbalk been $6,197 higher. -
reason for such change is mainly due to certaimfanominated financial assets (net of liabilities)dhby entities whose functior
currencies were not the Euro. There would have meeimpact arising from financial instruments ohest comprehensive loss
either case.

At December 31, 2014, if the Canadian dollars hadkened 10% against the Group companies' functmmagéncies with a
other variables held constant, net income frominairtg operations for the year 2014 would have %258 lower. Conversely, if
Canadian dollars had strengthened 10% againsbtiat functional currencies with all other variabledd constant, net income for
year 2014 would have been $353 higher. The reamosuth change is mainly due to certain Canadidlarddenominated financi
assets (net of liabilities) held by entities whdsectional currency were not the Canadian dollatere would have been no img
arising from financial instruments on other comgmsive loss in either case.

Interest rate risk

Interest rate risk is the risk that the fair vatueuture cash flows of a financial instrument Villctuate due to changes in mai
interest rates. Shotérm financial assets and financial liabilities generally not exposed to significant interest rék, because
their short-term nature. The Group's lalegm debt is not exposed to significant intereg @sh flow risk as the interest rates |
been fixed for approximately 69% of the Group'gkeerm debt.

Sensitivity analysis:

At December 31, 2014, if benchmark interest rasesl{ as LIBOR or prime rates) at that date had h@@rbasis points (1.00*
per annum lower with all other variables held canstnet income for the year 2014 would have b&e28B higher, arising mainly
a result of lower net interest expense. Conversielyenchmark interest rates at that date had B@6rbasis points (1.00%) per anr
higher with all other variables held constant,inebme for the year 2014 would have been $2,2821parising mainly as a result
higher net interest expense. The increase in $bort-interest rates is directly reflected in thé&akation of sale prices to custon
There would have been no impact arising from fir@rinstruments on the Group's other compreheriss®

Other price risk

Other price risk is the risk that the value of maficial instrument will fluctuate as a result ofoges in market prices, whet
those changes are caused by factors specific tméiddual instrument or its issuer or factorseating all instruments traded in
market. The Group's other price risk includes ggpiice risk whereby the Group's investments initeegiof other entities held f
trading or as available for sale are subject toketgsrice fluctuation. The Group did not hold asget-backed securities.

Sensitivity analysis:

At December 31, 2014, if the equity price in gehéad weakened 10% with all other variables heldstant, net income a
other comprehensive loss for the year 2014 woule eeen $25 lower and $68 higher, respectively v&sely, if the equity price
general had strengthened 10% with all other vaegahkld constant, net income and other compretefasg for the year 2014 wol
have been $25 higher and $68 lower, respectively.
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Note 33. Financial Instruments (continued)

In addition, the Group buys and sells futures @arifron the London Metal Exchange and enters inéméial derivative contrac
(e.g. futures and swaps) with banks, customersbaokiers. Management uses the financial derivat@racts to manage the pr
fluctuation for its own account or for customers & December 31, 2014 and 2013, the Group hadhodisg derivative financi
instruments with an aggregate notional amount & 341 and $49,695, respectively, primarily to hedgainst the long position
inventories, which resulted in a net unrealized ¥alue gain of $730 and loss of $299, respectively

Sensitivity analysis:

At December 31, 2014, if the underlying price ie financial instrument contracts in general hadkeaad 10% with all oth
variables held constant, net income for the yedd20ould have been $135 higher. Conversely, ifuth@erlying price in the financi
instrument contracts in general had strengthené idh all other variables held constant, net inedior the year 2014 would he
been $135 lower. There would have been no imp&ihgrfrom financial instruments on other compredieaincome in either case.

The Group executes contracts with third partiedtiersale and physical delivery of inventory sacasitend to achieve a targe
price. Contracts for such are not typically finahénstruments and therefore excluded from the ¥alue disclosure and sensiti
analysis.

Concentration risk

Management determines the concentration risk tbtdsdmount as any single financial asset (or lighiexceeding 10% of tot
financial assets (or liabilities) in the Group'sisolidated statement of financial position.

The Group regularly maintains cash balances imfira institutions in excess of insured limits. TBeoup has deposited ci
and cash equivalents, restricted cash and termsidepmith reputable financial institutions with higredit rating, and managem
believes the risk of loss to be remote. As at Ddmam31, 2014, the Group had cash and cash equisaggregating $149,128 anc
investment of $76 in a banking group in AustriaeTBroup also owed $274,896 in aggregate deont-banking borrowings and d
to the Austria banking group.
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Note 33. Financial Instruments (continued)
Additional disclosure

In addition to information disclosed elsewhere liege consolidated financial statements, the Grag dignificant items
income, expense, and gains and losses resulting firancial assets and financial liabilities whislere included in profit or loss
2014, 2013 and 2012 as follows:

2014 2013 2012

Interest income on financial assets not at fain@ahrough profit or loss $ 1,14¢ $ 61 $ 6,73C
Interest income on financial assets classifieciatalue through profit or loss 3,17¢ 2,324 3,75¢
Total interest income $_432€ $_ 238 $_10,48¢
Interest expense on financial liabilities not at falue through profit or loss $ 6,51¢ $ 9,11C $ 7,004
Interest expense on financial liabilities classifat fair value through profit or loss 8,63¢ 5,482 4,661

15,15¢ $ 14,59: $ 11,66¢
— $ 225 % 256

Total interest expense
Dividends income on financial assets at fair vahreugh profit or loss
Dividends income on financial assets classified\aslable for sale, resource property

$
$

related* — 277 —
Dividends income on financial assets classified\aslable for sale, other 7 70 104
Net gain on financial assets at fair value thropgfit or loss 9,59C 10,16¢ 1,104
Credit losses (recovery) 3,93t 4,671 (521)

* Included in income from an interest in resourcepprty.

Note 34. Fair Value Disclosure of Non-financial 8sets

The fair values of the financial instrument assatd liabilities which are measured at fair value disclosed in Note 33. T
following tables present non-financial assets whkitlimeasured at fair value classified by theviaiue hierarchy;

Assets measured at fair value on a recurrisistzes at December 31, 2014:

Fair Value Measurements at
Reporting Date Using

Level 1 Level 2 Level 3

Inventories 2,75¢ 126,72¢ —
Investment property (included in assets held ft&)sa — 30,49t —
Total $ 2,75¢ $ 157,22( $ =

Assets measured at fair value on a recurrisislzes at December 31, 2013:

Fair Value Measurements at
Reporting Date Using

Level 1 Level 2 Level 3

Inventories — 47,87¢ —
Investment property (included in assets held ft#)sa — 35,68t —
Total $ — $ 8356( $ —
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Note 35. MFC Industrial and its Significant Subsiliaries
MFC Industrial has its principal executive offideSuite 1860 — 400 Burrard Street, Vancouver, gritColumbia, Canada.

A subsidiary is an entity that is controlled by MA@ustrial. The following table shows the directdaindirect significar
subsidiaries as at December 31, 2014. The tableides subsidiaries which only hold intercompanyetsand liabilities and do r
have an active business as well as subsidiarieseviesults and net assets did not materially imipectonsolidated results and
assets of the Group.

Country of Proportion
Subsidiaries Incorporation of Interest
MFC Commodities GmbH Austria 100%
MFC Trade & Financial Services GmbH Austria 100%
IC Managementservice GmbH Austria 100%
International Trade Services GmbH Austria 100%
MFC Commodities Trading GmbH Austria 100%
MFC Metal Trading GmbH Austria 100%
Kasese Cobalt Company Limited Uganda 75%
MFC (A) Ltd Marshall Islands 100%
MFC (D) Ltd Marshall Islands 100%
Brock Metals s.r.o. Slovakia 100%
M Financial Corp. Barbados 100%
Mednet (Shanghai) Medical Technical Developing Ctd, China 100%
Hangzhou Zhe-er Optical Co. Ltd. China 51%
MFC Corporate Services AG Switzerland 100%
KHD Humboldt Wedag International GmbH Austria 100%
MFC Energy Holding Austria GmbH Austria 100%
MFC Energy Austria GmbH Austria 100%
GPT Global Pellets Trading GmbH Austria 100%
MFC Energy Corporation Canada 100%
MFC Resource Partnership Canada 100%
MFC Processing Partnership Canada 100%
MFC Resources Inc. u.s. 100%
Possehl Mexico S.A. de C.V. Mexico 100%
MFC Holding Norway AS Norway 100%
Fesil AS Norway 100%
Fesil Sales AS Norway 100%
Fesil Rana Metall AS Norway 100%
Fesil Sales GmbH Germany 100%
Fesil Sales SA Luxembourg 100%
Specialty Superalloys Inc. u.s. 75%
F.J. Elsner Trading Gesellschaft mbH Austria 100%

As at December 31, 2014, the Group controlled iestit which the Group held more than 50% of théngprights and did ni
control any entities in which the Group held 50%less of the voting rights. The Group's proportloneting interests in tr
subsidiaries are identical to its proportional e interests, except for a non-wholbwned subsidiary in Africa from which t
Group derives a 100% beneficial interest resultiogh holding a shareholder loan. As at December2814, none of nogentrolling
interests are material to the Group. Also, thereewao significant restrictions (statutory, conttedtand regulatory restrictiol
including protective rights of nooentrolling interests) on MFC Industrial's ability access or use the assets and settle the I
the group.

During the year ended December 31, 2014, the Gdiggosed of a group of German entities (see NojeaBd recognized i
accounting gain of $4,106 on the derecognitiorhefé former subsidiaries in the consolidated
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Note 35. MFC Industrial and its Significant Subsiliaries (continued)
statement of operations. The Group also disposéldreé inactive whollyawned subsidiaries for cash consideration, regultina ne
gain of $320.

During the year ended December 31, 2014, the Gpoughased the remaining 40% equity interest in éldgsee Note 23). As
result, Possehl became a wholly-owned subsidiagesine date the remaining 40% equity interest weqglired.

During the year ended December 31, 2013, the Grsuoigsits interest in a group (which held the reseproperties in India) a
recognized a nonash accounting gain of $415 on disposition. Thia @as included in net sales in the consolidatedestent c
operations. The Groups also acquired the eamtrolling interests a consolidated structuredtygnand another group. There was
income or loss resulting from the transactions mocontrolling interests aggregating $2,371 were s=ifeed to retained earnin
The Group also credited $1,851 to retained earnivigen it acquired the remaining equity interesMiRC Resources Inc. (see N
23).

Note 36. Subsequent Events

In March 2015, the Board of Directors approved anpb rationalize certain MFC Energy assets angmehe net proceeds
shareholders. Due to the decline of natural gasretdral gas liquids pricing, there is no specifineline allocated for this pla
Before making distributions to shareholders, thekbdebt incurred to refinance the acquisition afsen assets will be repaid. Th
distributions will be paid in lieu of a declaredsbadividend for 2015.

Note 37. Approval of Consolidated Financial Stamments

These consolidated financial statements were apgrby the Board of Directors and authorized fanéssn March 30, 2015.

Note 38. Restatement of Consolidated Statementarihg the Measurement Period and Correction of an Eor

Correction of an error

The error correction arose from the incorrect mesraent of the deferred tax assets recognized inemiion with the acquisitic
of MFC Energy. On the acquisition date in Septenitid2, the deferred tax assets of MFC Energy, csingrthe carryforward o
unused tax losses, unused tax credits and all tiblutemporary differences to the extent thatasvprobable that future taxable pr
would be available against which the unused tageesunused tax credits and deductible temporésreices could be utilized, we
recognized and measured at their fair values. lceBder 2013, the Company discovered that certawuree properties underlyin
tax pool with a tax effect of $6,504 had been gwldr to the acquisition of MFC Energy by the Compédn September 2012 but-
2011 and 2012 tax returns of MFC Energy had noh hgelated to reflect such dispositions. As suoh,diferred tax assets of M
Energy were reduced by $6,504 through an erroection.

The consolidated financial statements for Decen®igr2012 had been retrospectively restated toateftee correction of tt
error.

Restatement of consolidated statements durlme measurement period and correction of an error fhe year ended December
31, 2012

In September 2012, the Group acquired a 100% eaiiyest in MFC Energy and recognized a barganctmse of $244,645
the consolidated financial statements for the yealed December 31, 2012. During the measuremeiodpieom acquisition throug
September 2013 and an error correction, the fairegaof the assets and liabilities of MFC Energyenfalized and it was determir
that the bargain purchase was $216,320 on the sitgoidate. As a result, interest on liabilitieasmecomputed and finance ci
were reduced by $797 for the year ended Decemhe2@P. In addition, expiry loss of the unprovedds of $918 was derecogni:
for the year ended December 31, 2012.

Pursuant to IFRS 3, comparative information foopperiods presented in financial statements haa betrospectively restai
to account for the above-mentioned adjustments.
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Note 38. Restatement of Consolidated Statementarihg the Measurement Period and Correction of an
Reconciliation of net income for the year endBeécember 31, 2012:

Restated Restated Error
Historical adjustments* adjustments** correction*** Restated
Net sales $479,507 $ — $ — $ — $479,507
Equity income 6,152 — — — 6,152
Gross revenues 485,65¢ — — — 485,65¢
Costs and Expenses:
Costs of sales and services 407,62¢ — (918) ® —  406,70¢
Impairment of available-for-sale securities 4,265 — — — 4,265
Impairment of interest in resource properties 42,631 — — — 42,631
Selling, general and administrative 47,737 — — — 47,731
Share-based compensation — selling, general and
administrative 9 — — — 9
Finance costs 12,431 — (797) — 11,63¢
514,69¢ — (1,715 — 512,98¢
Loss from operations (29,040 — 1,71¢ — (27,325
Other items:
Exchange differences on foreign currency
transactions 7,10¢ — — — 7,10¢
Change in fair value of puttable instrument
financial liabilities (77) — — — 77)
Bargain purchase 247,00« (21,823) — (6,504 218,67¢
Income before income taxes 224,99t (21,821) 1,7 1 i) (6,504 198,38¢
Income tax (expense) recovery:
Income taxes 8,52¢ — — — 8,52¢
Resource property revenue taxes (5,902) — — — (5,902
2,62¢ — — — 2,62¢
Net income for the ye 227,62 (21,82)) 1,71¢ (6,504) 201,011
Less: Net income attributable to non-controlling
interests (867) = = = (867)
Net income attributable to owners of the pal
company $ 226,75‘ $ (21,82]) $ 1,71% $ (6,504) $ 200,141
Basic and diluted earnings per share $__362 % (0.35 $__0.03 $ (0.1 $__ 3.2C

*  Adjustments reflecting new information obtainedidgrthe measurement period about facts and ciramoss that existed as
the acquisition date, which consisted

Overstatement of land values: assets held for s $ (4,465)
Overstatement of land values: hydrocarbon

unproved lands (17,945
Under-accrual of gas cost allowance (2,737
Understatement of facility term financing __(4,809

(28,957
Income tax effect thereon __ 713
Net restated adjustmer §§211_82])
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Note 38. Restatement of Consolidated Statementarihg the Measurement Period and Correction of an

*%

*k%k

Adjustments representing effects on the -combination earnings as a result of the revisioragdets and liabilities at 1
acquisition date, which consisted of: (i) reversiexpiry of hydrocarbon unproved lands; (ii) retloie of interest accretion
facility term financing; and (iii) the total of (gnd (ii) above

The error correction arose from the incorrect mesment of the deferred tax assets recognized incttnmection with th
acquisition of MFC Energy. On the acquisition deteSeptember 2012, the deferred tax assets of Mk&dy, comprising tf
carryforward of unused tax losses, unused tax crediisadindeductible temporary differences to the eixtbat it was probab
that future taxable profit would be available agaiwhich the unused tax losses, unused tax cradilsdeductible tempore
differences could be utilized, were recognized araésured at their fair values. In December 20X bmpany discovered tl
certain resource properties underlying a tax pdti @& tax effect of $6,504 had been sold priorie &cquisition of MFC Ener
by the Company in September 2012 but the 2011 &i@ 2ax returns of MFC Energy had not been updtiecflect suc
dispositions. As such, the deferred tax assetsF€ Mnergy were reduced by $6,504 through an eawection.

The net income, total comprehensive income and celngmsive income attributable to owners of themtazempany for the ye

ended December 31, 2012 were reduced by $26,6ffgenting the sum of the restated adjustmentgm@adcorrection).
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Note 38. Restatement of Consolidated Statementarihg the Measurement Period and Correction of an
Reconciliation of financial position as at Degwer 31, 2012

Restated Restated Error
Historical adjustments* adjustments**  Correction**** Restated
ASSETS
Current Assets
Assets held for sale $ 128,65 $ (44650 $ — $ — $ 124,19
Other current assets ___ 555,62 — — — 555,62
Total current assets 684,27¢ (4,46%) — — 679,81:
Non-current Assets
Hydrocarbon unproved lands 48,72¢ (17,94¢5) @ 9180 — 31,701
Deferred income tax assets 18,51( 7,13V — (6,504) 19,13¢
Other non-current assets __629,97¢ = = = 629,97¢
Total non-current assets __697,21: (10,815 918 (6,504 680,81(
21,381,48! §g15,28() 2 918 2 6,504 21,360,62:
LIABILITIES AND EQUITY
Current Liabilities
Account payables and accrued expenses $ 77,58¢ $ 1,737 $ 80 $ — $ 79,40
Facility term financing 7,39(C 3,86€M (797) @ — 10,46:
Other current liabilities __253,95¢ — (80)** — 253,87
Total current liabilities 338,93( 5,60€ (797) — 343,73¢
Long-term liabilities
Facility term financing 11,32¢ 935W) — — 12,26°
Other long-term liabilities ___267,84¢ — — — 267,84¢
Total long-term liabilities __279,17¢ 935 = = 280,10¢
Total liabilities 618,10 6,541 (797) — 623,84¢
Equity
Capital stock, fully paid 382,74¢ — — — 382,74¢
Treasury stock (68,610) — — — (68,610)
Contributed surplus 13,037 — — — 13,037
Retained earnings 426,18t (21,827 ™ 1,725 (6,504 399,57«
Accumulated other comprehensive income  ___ 3,84C — — — 3,84(
Shareholders' equity 757,19% (21,82)) 1,71¢ (6,504) 730,58
Non-controlling interests _ 6,18¢ — — — 6,18¢
Total equity ___763,38¢ (21,82)) 1,71 — 736,77¢
21,381,481 §g15,28() 2 918 2 6,504 21,360,62:
* Adjustments reflecting new information obtainedidgrthe measurement period about facts and ciramoss that existed
of the acquisition date, which consisted
(i) Overstatement of land values: assets held
sale $ (4,465)
(i) Overstatement of land values: hydrocarbon
unproved lands (17,945
(iif) Under-accrual of gas cost allowance (2,737)
(iv) Understatement of facility term financing __(4,804)
(28,95))
(v) Income tax effect thereon 7,13C
(vi) Net restated adjustments §§211_82])

** Adjustments representing effects on the -combination earnings as a result of the revisiorassfets and liabilities at
acquisition date, which consisted of: (i) reversfaéxpiry of hydrocarbon unproved lands; (ii) retio of interest accretion
facility term financing; and (iii) the total of (§nd (ii) above
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Note 38. Restatement of Consolidated Statementarihg the Measurement Period and Correction of an

*kk

*kkk

Reclassification of provisions for warranty intacaants payables and accrued exper

The error correction arose from the incorrect mezment of the deferred tax assets recognized ircoimaection with tk
acquisition of MFC Energy. On the acquisition diat&eptember 2012, the deferred tax assets of Mi€dy, comprising tt
carryforward of unused tax losses, unused tax credidsalirdeductible temporary differences to the eitbat it was probab
that future taxable profit would be available agaiwhich the unused tax losses, unused tax craddsdeductible tempore
differences could be utilized, were recognized av@hsured at their fair values. In December 2018 Gbmpany discover
that certain resource properties underlying a t@o{ piith a tax effect of $6,504 had been sold ptiothe acquisition of MF
Energy by the Company in September 2012 but thd 20@ 2012 tax returns of MFC Energy had not beefated to refle:
such dispositions. As such, the deferred tax asséf#-C Energy were reduced by $6,504 through aor @orrection
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Exhibit

Number Description

11 Amended and Restated Articles of MFC Industridl dated February 7, 2014. Incorporated by esfee from our Form 6-
K dated February 10, 2014.

1.2* Notice of Articles dated October 11, 2011 of® Industrial Ltd.

1.3* Certificate of Change of Name dated Septeridef011 of MFC Industrial Ltd.

1.4 Advance Notice Policy adopted by board of doecof MFC Industrial Ltd. on November 18, 201r%cdrporated by
reference from Exhibit 99.2 of our Form 6-K dateovismber 19, 2013.

2.1 Shareholder Rights Plan Agreement between MFC triduktd. and Computershare Inc., as Rights Agdated Novembe
11, 2013. Incorporated by reference from Exhibi23% our Form 6-K dated November 12, 2013.

4.1 Amendment to Mining Lease Agreement dated Jgryal987 between MFC Industrial Ltd. and Wabusin ICo. Limited,
Stelco Inc. and Dofasco Inc. Incorporated by refeesfrom our Form 10-K for the year ended Decen3fier1989.

4.2 Memorandum of Agreement dated November 24, b@8ween MFC Industrial Ltd. and Wabush Iron Canitéd, Stelco
Inc. and Dofasco Inc. Incorporated by referencenfour Form 10-K for the year ended December 319198

4.3 First Amendment to the Memorandum of Agreement betwMFC Industrial Ltd. and Wabush Iron Co. Limjt&telco Inc
and Dofasco Inc. Incorporated by reference fromrarm 10-K for the year ended December 31, 1989.

4.4 Amended 1997 Stock Option Plan. IncorporatetebBsrence from our Form S-8 dated May 23, 2007.

4.5 Arrangement Agreement dated February 26, 2@tlden MFC Industrial Ltd. and KHD Humboldt Intetioaal
(Deutschland) AG. Incorporated by reference fromkarm 6-K dated March 3, 2010.

4.6 Agreement dated September 24, 2010 between MFGtinalu_td. and Mass Financial Corp. Incorporatgdéference fror
our Form 6-K dated September 30, 2010.

4.7 2008 Equity Incentive Plan. Incorporated berefice from our Form F-4 dated October 7, 2010.

4.8 Support Agreement between MFC Industrial Ltdl MIFC Energy Corporation (formerly Compton PetnoteCorporation)
dated July 6, 2012. Incorporated by reference foomForm 6-K dated July 13, 2012.

4.9 Mutual Settlement Agreement between MFC Indalditd., Peter Kellogg and IAT Reinsurance Compadrty. dated
February 7, 2014. Incorporated by reference fromFaum 6-K dated February 10, 2014.

4.10 2014 Equity Incentive Plan. Incorporated bgnence from our Form 6-K dated October 10, 2014.

8.1 List of significant subsidiaries of MFC Induatr_td. as at March 31, 2015.

11.1* Code of Business Conduct and Ethics and énsidading Policy.

12.1 Certification of Chief Executive Officer puesu to Section 302 of the Sarbanes-Oxley Act 02200

12.2 Certification of Chief Financial Officer puesut to Section 302 of the Sarbanes-Oxley Act 02200

13.1 Certification of Chief Executive Officer puesu to 18 U.S.C. section 1350, as adopted purdagction 906 of the
Sarbanes-Oxley Act of 2002.

13.2 Certification of Chief Financial Officer puemt to 18 U.S.C. section 1350, as adopted pursaaection 906 of the
Sarbanes-Oxley Act of 2002.

15.1 Consent dated March 31, 2015 of Pricewated®@ospers LLP.

15.2 Consent dated March 31, 2015 of Deloitte LLP.

15.3 Third Party Report on Reserves.

15.4 Consent dated March 31, 2015 of GLJ Petrol€omsultants Ltd.

16.1 Mine Safety and Health Administration Safegt®

*  Incorporated by reference from our Forn-Fs filed in prior years
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SIGNATURES

The registrant hereby certifies that it meets alhe requirements for filing on Form Z0and that it has duly caused and autho
the undersigned to sign this annual report ondtsalf.

Date: March 31, 2015

MFC INDUSTRIAL LTD.

/s/ Gerardo Cortine
Gerardo Cortina
President and Chief Executive Officer
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MFC INDUSTRIAL LTD.

LIST OF SIGNIFICANT SUBSIDIARIES AS AT MARCH 31, 20 15

EXHIBIT 8.1

Proportion of

Country of Voting
Subsidiaries Incorporation Interest (1)
MFC Commodities GmbH Austria 100%
MFC Trade & Financial Services GmbH Austria 100%
IC Managementservice GmbH Austria 100%
International Trade Services GmbH Austria 100%
MFC Commodities Trading GmbH Austria 100%
MFC Metal Trading GmbH Austria 100%
Kasese Cobalt Company Limited Uganda 75%
MFC (A) Ltd Marshall Islands 100%
MFC (D) Ltd Marshall Islands 100%
Brock Metals s.r.o. Slovakia 100%
M Financial Corp. Barbados 100%
Mednet (Shanghai) Medical Technical Developing Ctd, China 100%
Hangzhou Zhe-er Optical Co. Ltd. China 51%
MFC Corporate Services AG Switzerland 100%
KHD Humboldt Wedag International GmbH Austria 100%
MFC Energy Holding Austria GmbH Austria 100%
MFC Energy Austria GmbH Austria 100%
GPT Global Pellets Trading GmbH Austria 100%
MFC Energy Corporation Canada 100%
MFC Resource Partnership Canada 100%
MFC Processing Partnership Canada 100%
MFC Resources Inc. U.S. 100%
Possehl Mexico S.A. de C.V. Mexico 100%
MFC Holding Norway AS Norway 100%
Fesil AS Norway 100%
Fesil Sales AS Norway 100%
Fesil Rana Metall AS Norway 100%
Fesil Sales GmbH Germany 100%
Fesil Sales SA Luxembourg 100%
Specialty Superalloys Inc. U.S. 75%
F.J. Elsner Trading Gesellschaft mbH Austria 100%

(1) Percentages rounded to nearest whole number. ©poftional voting interests are identical to ouogmrtional beneficial interests, except for a-wholly owned subsidiary in Africa fro

which we derive a 100% beneficial interest resglfimm holding a shareholder lo¢



EXHIBIT 12.1

SARBANES-OXLEY CEO CERTIFICATION

I, Gerardo Cortina, certify that:

1. | have reviewed this annual report on Forr-F of MFC Industrial Ltd.

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omittie a material fact necessary to n
the statements made, in light of the circumstaneceier which such statements were made, not misigadiith respect to the period cove
by this report

3. Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the company as of, and for, the prigresented in this repo

4. The compan’'s other certifying officer and | are responsible éstablishing and maintaining disclosure contesld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aratriat control over financial reporting (as definedExchange Act Rules 13E5(f) anc
15c¢-15(f)) for the company and hay

a.

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurds tdesigned under ¢
supervision, to ensure that material informatidatieg to the company, including its consolidatedsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

Designed such internal control over financial réipgr or caused such internal control over finah@@aorting to be designed uni
our supervision, to provide reasonable assurangardiang the reliability of financial reporting arlde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

Evaluated the effectiveness of the compamjsclosure controls and procedures and presamtéis report our conclusions ab
the effectiveness of the disclosure controls armuteutures, as of the end of the period covered Isy réport based on s
evaluation; ant

Disclosed in this report any change in the camgfsinternal control over financial reporting thatomed during the period covel
by the annual report that has materially affectadis reasonably likely to materially affect, thengpanys internal control ov
financial reporting; an

5. The company other certifying officer and | have disclosedsdrhon our most recent evaluation of internal @mtver financial reporting,
the compan’s auditors and the audit committee of the com’s board of directors (or persons performing thevedgent functions)

a.

All significant deficiencies and material weaknesgethe design or operation of internal controgofinancial reporting which a
reasonably likely to adversely affect the com['s ability to record, process, summarize and refpmancial information; an

Any fraud, whether or not material, that invavemanagement or other employees who have a signifiole in the company’
internal control over financial reportin

Date: March 31, 2015

By: _/s/ Gerardo Cortina

Gerardo Cortina

Title: Chief Executive Officer




EXHIBIT 12.2

SARBANES-OXLEY CFO CERTIFICATION

I, Samuel Morrow, certify that:

1. | have reviewed this annual report on Forr-F of MFC Industrial Ltd.

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omittie a material fact necessary to n
the statements made, in light of the circumstaneceier which such statements were made, not misigadiith respect to the period cove
by this report

3. Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the company as of, and for, the prigresented in this repo

4. The compan’'s other certifying officer and | are responsible éstablishing and maintaining disclosure contesld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aratriat control over financial reporting (as definedExchange Act Rules 13E5(f) anc
15c¢-15(f)) for the company and hay

a.

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurds tdesigned under ¢
supervision, to ensure that material informatidatieg to the company, including its consolidatedsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

Designed such internal control over financial réipgr or caused such internal control over finah@@aorting to be designed uni
our supervision, to provide reasonable assurangardiang the reliability of financial reporting arlde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

Evaluated the effectiveness of the compamjsclosure controls and procedures and presamtéis report our conclusions ab
the effectiveness of the disclosure controls armuteutures, as of the end of the period covered Isy réport based on s
evaluation; ant

Disclosed in this report any change in the camgfsinternal control over financial reporting thatomed during the period covel
by the annual report that has materially affectadis reasonably likely to materially affect, thengpanys internal control ov
financial reporting; an

5. The company other certifying officer and | have disclosedsdrhon our most recent evaluation of internal @mtver financial reporting,
the compan’s auditors and the audit committee of the com’s board of directors (or persons performing thevedgent functions)

a.

All significant deficiencies and material weaknesgethe design or operation of internal controgofinancial reporting which a
reasonably likely to adversely affect the com['s ability to record, process, summarize and refpmancial information; an

Any fraud, whether or not material, that invavemanagement or other employees who have a signifiole in the company’
internal control over financial reportin

Date: March 31, 2015

By: _/s/ Samuel Morrow

Samuel Morrow

Title: Chief Financial Officer




EXHIBIT 13.1

CERTIFICATION OF
CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of MFC Indigtt td. (the "Company") on Form 2B-for the year ended December 31, 2014, as filed thi
Securities and Exchange Commission on the datehg@he "Annual Report"), I, Gerardo Cortina, asi€liExecutive Officer of the Company, hert
certify pursuant to 18 U.S.C. Section 1350, as sstbpursuant to Section 906 of the Sarbanes-Oxt#yA2002, that, to the best of my knowledge:

(i) the Annual Report fully complies with the requirerteeof Section 13(a) or 15(d) of the Securitieshzxge Act of 1934, as amended;

(i) the information contained in the Annual Reportlfapresents, in all material respects, the findnoadition and results of operations of
Company.

Date: March 31, 201!

/sl Gerardo Cortina
By: Gerardo Cortina
Title: Chief Executive Officer

This certification accompanies this Annual Repanspiant to Section 906 of the Sarbanes-Oxley A2002 andshall not, except to the extent requi
by such Act, be deemed filed by the Company fqrgsess of Section 18 thfe Securities Exchange Act of 1934, as amended kchange Act"). Su
certification will not be deemed to becorporated by reference into any filing under Securities Act of 1933, as amended, or the Exahdwg, exce|
to the extent that the Company specifically incoapes it by reference.




EXHIBIT 13.2

CERTIFICATION OF
CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of MFC Indigtt td. (the "Company") on Form 2B-for the year ended December 31, 2014, as filed thi
Securities and Exchange Commission on the datehg@re "Annual Report"), I, Samuel Morrow, as Ghinancial Officer of the Company, here
certify pursuant to 18 U.S.C. Section 1350, as sstbpursuant to Section 906 of the Sarbanes-Oxt#yA2002, that, to the best of my knowledge:

(i) the Annual Report fully complies with the requirerteeof Section 13(a) or 15(d) of the Securitieshzxge Act of 1934, as amended;

(i) the information contained in the Annual Reportlfapresents, in all material respects, the findnoadition and results of operations of
Company.

Date: March 31, 201!

/s/ Samuel Morrow
By: Samuel Morrow
Title: Chief Financial Officer

This certification accompanies this Annual Repanspiant to Section 906 of the Sarbanes-Oxley A2002 andshall not, except to the extent requi
by such Act, be deemed filed by the Company fqrgsess of Section 18 thfe Securities Exchange Act of 1934, as amended kchange Act"). Su
certification will not be deemed to becorporated by reference into any filing under Securities Act of 1933, as amended, or the Exahdwg, exce|
to the extent that the Company specifically incoapes it by reference.




Exhibit 15.1
Consent of Independent Auditor

We hereby consent to the incorporation by referéndhe registration statements on Form S-8 (N88-B43183 and 33371009) of MFC Industri.
Ltd. of our report dated March 31, 2015 relatingthie financial statements and effectiveness ofrrialecontrol over financial reporting of Mi
Industrial Ltd., which appears in MFC Industriatild Annual Report on Form 20-F.

/sl PricewaterhouseCoopers LLP

Chartered Accountants
Vancouver, British Columbia
March 31, 2015



Exhibit 15.2

Deloitte

Deloitte LLP

2800 - 1055 Dunsmuir Street
4 Bentall Centre

P.O. Box 49279

Vancouver BC V7X 1P4
Canada

Tel: 604.669.4466
Fax: 778.374.0496
www.deloitte.ca

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference iniRedion Statement Nos. 333-143183 and 333-17b00Borm S8 of our report dated April 1, 20:
relating to the consolidated statements of oparaficomprehensive income, changes in equity arf ftass for the year ended December 31, :
(before the effects of adjustments to reflect cleanig the purchase price allocation and the coordf an error as described in Notes 3 and 384
consolidated financial statements) (not presenggdih) of MFC Industrial Ltd. and subsidiaries (tf@mpany”)appearing in the Annual Report
Form 20-F of the Company for the year ended Decelbe2014.

/s/ Deloitte LLP

Chartered Accountants
March 31, 2015
Vancouver, Canada



Exhibit 15.3
THIRD PARTY REPORT ON RESERVES

By GLJ Petroleum Consultants Ltd.(*GLJ") - (Indepetent Qualified Reserves Evaluator)

This report is provided to satisfy the requirementscontained in Iltem 1202(a)(8) of U.S. Securities drExchange Commission
(“SEC”) Regulation S-K (“Regulation S-K”").

The numbering of items below corresponds to thelirements set out in Item 1202(a)(8) of Regulat®#. Terms to which a
meaning is ascribed in Regulation S-K and U.S. Biesiand Exchange Commission Regulation S-X lhgesame meaning in thig
report.

i. We have prepared an independent evaluation efoithand gas reserves of MFC Industrial Ltd. (t@®mpany”) for the
management and the board of directors of the Compare primary purpose of our evaluation report veaprovide estimati
of reserves information in support of the Compangar-end reserves reporting requirements undeulRon SK and fol
other internal business and financial needs oCitiapany

ii. We have evaluated certain reserves of the Compaay Recember 31, 2014. The completion date ofeport is February 2
2015.

iii. The following table sets forth the geographic aceaered by our report, net proved reserves andprtable reservi
estimated using constant prices and costs, angrtiportion of the total company that we have evaldi:

Company Net Reserves

Natural Gas oil Proportion of

Canada Crude Oil Natural Gas Liquids Equivalent Oil Equivalent
(Western Canada) Mbbl MMcf Mbbl Mbbl Reserves
Proved Reserves

Developed producing 607 110,28¢ 1,58€ 20,57¢

Developed non-producing 0 4,79E 22 821

Undeveloped 243 33,85E 818 6,704
Total Proved 850 148,93t 2,42€ 28,09¢ 100%
Probable Reserves

Developed 161 32,421 522 6,08€

Undeveloped 297 56,642 1,142 10,88(C
Total Probable 458 89,07( 1,665 16,96¢ 100%

iv. As required under Regulationkg-reserves are those quantities of oil and gasatteestimated to be economically produc
under existing economic conditions. As specifieddétermining economic production, constant prodefgrence prices ha
been based on a 12-month average price, calcudatdte unweighted arithmetic average of the fiest-of-themonth price fo
each month within the 1&honth period prior to the effective date of ouraepThe following table summarizes the ave
benchmark prices and the average realized prices. fdllowing table summarizes the average benchrpades and tF

average realized price
G‘L Petroleur
Consultc




Twelve Month Average Benchmark Prices

Bank of Canada Average Noon Exchange Rat

($US/$C) 0.909¢
NYMEX WTI ($US/bbl) 95.2¢
Light, Sweet Crude Oil at Edmonton ($C/bbl) 94.74
Bow River Crude Oil at Hardisty ($C/bbl) 82.6¢
Henry Hub NYMEX ($US/MMbtu) 4.35
AECO/NIT Spot ($C/MMbtu) 458
Edmonton Propane ($C/bbl) 48.8¢
Edmonton Butane ($C/bbl) 70.4¢

Average Realized Prices

Light/Medium Oil ($C/bbl) 93.54
Heavy Oil ($C/bbl) 80.6¢
Natural Gas ($/MMbtu 4.32
Natural Gas Liquids ($C/bb 58.84

v. In our economic analysis, operating and capitatscage those costs estimated as applicable affeéwtiee date of our repo
with no future escalation. Where deemed appropritte capital costs and revised operating costecaded with th
implementation of committed projects designed tdlifiyospecific field operations in the future may ineluded in econom
projections

vi. Our report has been prepared assuming the cortnuatt existing regulatory and fiscal conditiondgct to the guidance
the Canadian Oil and Gas Evaluation Handbook an@ &ffjulations. Notwithstanding that the Companyrenity ha:
regulatory approval to produce the reserves idedtiin our report, there is no assurance that abauig regulation will nc
occur; such changes, which cannot reliably be ptedj could impact the Compé's ability to recover the estimated resen

vii. Oil and gas reserves estimates have an inherergalefjassociated uncertainty the degree of wisietifected by many facto
Reserves estimates will vary due to the limited iamgrecise nature of data upon which the estimaftesserves are predicat
Moreover, the methods and data used in estimaéisgrves are often necessarily indirect or analbgiogharacter rather th
direct or deductive. Furthermore, the persons weablin the preparation of reserves estimates asaceded information a
required, in applying geosciences, petroleum emging and evaluation principles, to make numeronisiased judgmen
based upon their educational background, profeakitomining, and professional experience. The eéxaed significance of tt
judgments to be made are, in themselves, suffic@nénder reserves estimates inherently impreétsserves estimates n
change substantially as additional data becomeabieaand as economic conditions impacting oil @ad prices and co
change. Reserves estimates will also change ower tiue to other factors such as knowledge and odmiy, fiscal an
economic conditions, contractual, statutory andilegry provisions

viii. To estimate the economically recoverable crudengitural gas and natural gas products reservesedategd future net ca
flows, we consider many factors and make assumptimriuding:

» expected reservoir characteristics based on gemlbgjeophysical and engineering assessm

» future production rates based on historical perforoe and expected future operating and investnoginities;

IGIGL] i




» future products prices adjusted for quality andsportation differentials based on historical d
» future operating costs based on historical c
» assumed effects of regulation by governmental agsnanc

» future development capital cos

Our estimates are prepared using standard geolagidaengineering methods generally accepted byételeum industry,
and the reserves definitions and standards reqbiydtie SEC. The methods we used for estimatingrves were volumetric
calculations, material balance techniques, prodocind pressure decline curve analysis, analody similar reservoirs, and
reservoir simulation. The method or combinationnoéthods used is based on our professional judgm@eshtexperience.
Estimates may change substantially as additiontd fi@m ongoing development activities and productperformance
becomes available and as economic conditions inmgpotl and gas prices and costs change. The asmmapdata, method,
and procedures that GLJ has used for the preparattiour report are appropriate for the purposeseskby the report.

ix. In our opinion, the reserves information evaluaigdus have, in all material respects, been detexthin accordance with
appropriate industry standards, methods and proesdypplicable for the filing of reserves informatunder Regulation-K.

X. A summary of the Company reserves evaluated by psovided in item iii

xi. Myron J. Hladyshevsky, P. Eng. was the tecHrpeason primarily responsible for overseeing theparation of the Compary’
reserves estimates. His certification of qualifimathas been attached as an Appendix to this re

GLJ Petroleum Consultants Ltd.
Calgary, Alberta, Canada
March 25, 2015

Moo Whosl by
0 Y )

Myron J. Hladyshevsky, P. Eng.
Vice President

IGIGLjiose




CERTIFICATION OF QUALIFICATION

[, Myron J. Hladyshevsky, Professional Engineef@1400 - 3rd Avenue S.W., Calgary, Alberta, Canaelby certify:

1. That | am an employee of GLJ Petroleum Consultatits which company did prepare a detailed analgsi€anadian oil ar
gas properties of MFC Industrial Ltd. (t“Compan”). The effective date of this evaluation is Decemtderz®14.

2. That | do not have, nor do | expect to receive dimgct or indirect interest in the securities o tBompany or its affiliate
companies

3. That | attended the University of Calgary and geddd with a Bachelor of Science Degree in Chenticajineering in 197!
that | am a Registered Professional Engineer iPtlogince of Alberta; and, that | have in excesthofy-five years experien
in engineering evaluations of oil and gas fie

4. That a personal field inspection of the propentiies not made; however, such an inspection wasaratidered necessary
view of the information available from public infoation and records, the files of the Company, &edappropriate provinci
regulatory authorities

IGIGLjiose




Exhibit 15.4

Principal Officers:

Kelth M. Braaten, P. Eng.
Petroleum Proscent & CEO

Jodi L. Anhomn, P. Eng.
CO ns u ITG nTS Executive Vice President & COO

Officers / Vice Presidents:

Caralyn P. Bennett, P. Eng.
Tm R. Freebom, P. Eng.
Leonard L. Herchen, P. Eng.
Myron J. Hladyshevsky, P. Eng.
Todd J. lkeda, P. Eng.

Bryan M. Jog, P. Eng.

Mark Jobin, P. Geol.

John E. Keith, P. Eng.

LETTER OF CONSENT

MFC Industrial Ltd.
1620 — 400 Burrard Street
Vancouver, B.C. V6C 3A6

We hereby consent to the use of our name and thesion of our report dated February 24, 2015 etaig the petroleum and natural
reserves of MFC Industrial Ltd. (our “Report”) als@ecember 31, 2014, in the Annual Report on FofstZor the year ended Decem
31, 2014 (the “Annual Report"We hereby further consent to the use of informatierived from our Report in the Annual Report amthe
incorporation by reference of our Report in the iReegtion Statement 333-143183 on Form S-8 anddRagion Statement 33871009 ol
Form S-8.

Yours very truly,
GLJ PETROLEUM CONSULTANTS LTD.

W«w

Myron J. Hladyshevsky, P. Eng.
Vice President

Dated: March 31, 2015
Calgary, Alberta
CANADA

4100, 400 - 3rd Avenue S.W., Calgary, Alberta, Canada T2P 4H2 e (403) 266-9500 e Fax (403) 262-1855
GLJPC.com



Exhibit 16.1

Disclosure of Mine Safety and Health Administration(MSHA) Safety Data

MFC Industrial Ltd.'s Pea Ridge Mine in the Unitigtes is subject to regulation by MSHA under tinitédl States Federal Mine Safety and Healtt
of 1977 (the “Mine Act”).MSHA inspects mines and issues various citatiomsaders when it believes a violation has occutneder the Mine Ac
and it typically proposes a civil penalty, or fimelated to the alleged violation.

The following disclosures are provided pursuanSeztion 1503(a) of th®odd-Frank Wall Street Reform and Consumer Pradectct (“Dodd-
Frank”), which requires certain disclosures by companiesatipggy mines regulated under the Mine Act and wtziod required to file periodic repc
under theSecurities Exchange Act of 1934

During the year ended December 31, 2014, the PdgeR¥ine did not receive a written notice from MSldf\(a) a pattern of violations of mandat
health or safety standards that are of such nasimuld have significantly and substantially cibotied to the cause and effect of mine health faty
hazards under section 104(e) of the Mine Act ottfb)potential to have such a pattern.

The information in the table below reflects citasoand orders issued by MSHA inspectors to thevaelePea Ridge Mine site during the year el
December 31, 2014. This data may not match or eleowith the data MSHA maintains on its public \gib.

In evaluating this information, consideration stibbe given to factors such as: (a) the numbertafiens and orders may vary depending on the
nature of operations and operational status ofrtime, (b) the number of citations issued may vaoyfinspector to inspector and mine to mine, ai
citations and orders may be contested and appeaf@acess which may result in a reduction in ggvand amount, or they might be dismissed.

Mine Safety Disclosures

Mine Act Section 104 — Significant and Substar@iahtions 5
Mine Act Section 104(b) Orders -
Mine Act Section 104(d) Citations and Orders -
Mine Act Section 110(b)(2) Flagrant Violations -
Mine Act Section 107(a) Imminent Danger Orders -

Total US$ Value of Proposed MSHA Assessments $ 3,882
Total Number of Mining Related Fatalities -
Received Notice of Pattern of Violations Under Mihet Section 104(e) No
Received Notice of Potential to Have Pattern oflafions Under Mine Act Section 104(e) No

Total number of pending legal actions before théeffal Mine Safety and Health Review Commission ($HRC") -
Number of pending contests of citations and or -
Number of pending contests of proposed pene -
Number of pending complaints for compensa -
Number of pending complaints of discha -
Number of pending applications for temporary re -
Number of pending appeals of jud’ decisions or orders to the FMSHRC -
Total number of legal actions instituted by the FHREC -
Total number of legal actions before the FMSHR®Ireedl -



