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Teck Reports Unaudited Annual and Fourth Quarter Results for 2019

Vancouver, B.C. — Teck Resources Limited (TSX: TECK.A and TECK.B, NYSE: TECK)
(“Teck”) reported unaudited® adjusted EBITDA® & of $4.3 billion in 2019 compared with $5.4
billion in 2018. Our 2019 unaudited adjusted profit attributable to shareholders® ® was $1.6
billion ($2.77 per share) compared with $2.4 billion ($4.13 per share) in 2018. In the fourth
guarter, adjusted profit attributable to shareholders was $122 million ($0.22 per share)
compared with $500 million ($0.87 per share) in the fourth quarter of last year.

“Ongoing global economic uncertainty negatively impacted commaodity prices in the fourth
guarter and that has continued into 2020, exacerbated by the effect on markets from the
Coronavirus and the impact of severe weather conditions in British Columbia, followed by
blockades on rail lines,” said Don Lindsay, President and CEO. “Our focus remains on those
aspects of our business within our control including executing on our Quebrada Blanca Phase 2
and Neptune Bulk Terminals expansion projects, taking steps to improve our steelmaking coal
logistics chain, controlling costs and implementing our RACE21™ program, which has
exceeded initial expectations.”

Significant Items

e Adjusted profit attributable to shareholders in 2019 was $1.6 billion ($2.77 per share),
compared with $2.4 billion ($4.13 per share) in 2018. Profit attributable to shareholders in
2019 was $339 million ($0.61 per share) compared with $3.1 billion ($5.41 per share) a year
ago.

e Adjusted profit attributable to shareholders in the fourth quarter was $122 million ($0.22 per
share) compared with $500 million ($0.87 per share) in the fourth quarter of last year. In the
fourth quarter, we had a loss attributable to shareholders of $891 million, or a $1.62 loss per
share, compared with a profit of $433 million ($0.75 per share) a year ago.

e Our adjusted EBITDA was $4.3 billion in 2019 compared to $5.4 billion in 2018 and our
annual EBITDA® @ was $2.5 billion in 2019 compared with $6.2 billion in 2018. Adjusted
EBITDA for the fourth quarter was $649 million compared with $1.3 billion last year. We had
an EBITDA loss of $755 million in the fourth quarter, compared with EBITDA of $1.2 billion a
year ago.

Notes:

(1) Allfinancial information in this news release is unaudited.

(2) Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
(3) See “Use of Non-GAAP Financial Measures” section for reconciliation.

All dollar amounts expressed in this news release are in Canadian dollars unless otherwise noted.
Reference: Fraser Phillips, Senior Vice President, Investor Relations and Strategic Analysis 604.699.4621
Marcia Smith, Senior Vice President, Sustainability and External Affairs 604.699.4616

Additional corporate information is available at www.teck.com


http://www.teck.com/

Our loss in the fourth quarter included non-cash, after-tax impairments charges of $999
million, including $910 million relating to our interest in Fort Hills (resulting from lower market
expectations for future oil prices), $75 million relating to our Cardinal River Operations and
$14 million relating to the remaining assets of the cathode operations at Quebrada Blanca.
For 2019, total non-cash, after-tax impairment charges were $1.1 billion.

Our RACE21™ innovation-driven business transformation program has implemented
initiatives aimed at achieving $160 million in annualized EBITDA improvements as of the
end of 2019 based on commaodity prices at December 31, 2019, exceeding our initial target
of $150 million. At prices in effect when the program was implemented on May 31, 2019, the
annualized EBITDA improvements associated with these initiatives would have been $184
million.

Under our cost reduction program, we achieved $210 million of capital and operating cost
reductions during the fourth quarter against our target of $170 million.

Construction at QB2 continues with over 7,500 people actively working across the six major
construction areas on the project. Although the project continues to target first production in
the fourth quarter of 2021 with ramp-up to full production expected during 2022, there have
been delays in the schedule primarily due to permitting and social unrest, which will also
affect cost. A new baseline schedule is being developed in conjunction with an updated
capital estimate planned for the first quarter of 2020.

Our liquidity remains strong at $5.8 billion, including $532 million in cash at February 20,
2020, of which $270 million is on deposit in Chile for the development of the QB2 project.
We paid our regular base dividend of $0.05 per share, which totaled $27 million in the
quarter.

The US$2.5 billion limited recourse project financing to fund the development of QB2 closed
in the fourth quarter. With funding from the project financing and the partnering transaction
with Sumitomo Metal Mining Co. Ltd. and Sumitomo Corporation, our next contributions to
project capital are not expected until early 2021.

We were recognized as one of the Global 100 Most Sustainable Corporations by Corporate
Knights in January 2020, and in February 2020, we announced an objective to be carbon
neutral across all operations and activities by 2050.

Our first quarter 2020 steelmaking coal sales are being negatively affected by severe
weather in British Columbia causing rail and port terminal performance issues and by
blockades on rail lines. The estimated impact on first quarter sales is expected to be in
excess of 1.0 million tonnes. We have included our first quarter 2020 sales guidance along
with our 2020 annual guidance for production, unit costs and capital expenditures in our
Guidance tables on pages 38 to 41.
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This news release is dated as at February 20, 2020. Unless the context otherwise dictates, a
reference to “Teck,” “the company,” “us,” “we,” or “our” refers to Teck and its subsidiaries.
Additional information, including our annual information form and management’s discussion and
analysis for the year ended December 31, 2018, is available on SEDAR at www.sedar.com.

This document contains forward-looking statements. Please refer to the cautionary language
under the heading “CAUTIONARY STATEMENT ON FORWARD-LOOKING STATEMENTS” below.

Overview

Profit declined substantially in the fourth quarter, with a loss attributable to shareholders of $891
million compared with profit attributable to shareholders of $433 million in the fourth quarter of
last year. The decline was primarily due to a significant decline in steelmaking coal prices and
non-cash, after-tax asset impairment charges of $999 million relating to our interest in Fort Hills,
our Cardinal River Operations and the remaining assets of our cathode operations at Quebrada
Blanca.

Our adjusted profit attributable to shareholders in the fourth quarter was $122 million, or $0.22
per share, compared with $500 million, or $0.87 per share a year ago. The decrease was
primarily attributable to a US$60 per tonne, or 31%, decrease in steelmaking coal prices in the
fourth quarter compared with a year ago. LME average copper prices were 5% lower than a year
ago, while LME average zinc prices declined 9% from a year ago. Partially offsetting these items
were improved Western Canadian Select (WCS) heavy oil prices in the fourth quarter.

We remain confident in the longer-term outlook for our major commaodities, however, global
economic uncertainty has had a significant negative effect on the prices for our products this
year. The extent and duration of impacts that the Coronavirus may have on the demand and
prices for our commodities, on our suppliers and employees, and on global financial markets is
not known at this time, but could be material. We are monitoring developments in order to be in a
position to take appropriate action.

Our gross profit in the fourth quarter declined by $551 million compared to a year ago with $503
million of the decline attributable to the substantial decline in steelmaking coal prices. Gross profit
from our copper operations remained similar to a year ago, as lower copper prices were offset by
reduced operating costs. The labour strike action in the fourth quarter at Carmen de Andacollo
resulted in lost production of approximately 9,000 tonnes of copper. This lost production was
offset by substantially higher ore grades at Highland Valley Copper, increasing copper production
by 10,800 tonnes. In our zinc business unit, gross profit declined by $86 million due to lower zinc
prices, higher treatment charges and lower refined zinc sales volumes from our Trail Operations
following the electrical equipment failure in the zinc refinery at the end of August. Repairs were
completed ahead of schedule by the end of November and production has returned to normal
levels. Gross profit from our energy business unit increased by $121 million compared with a
year ago, primarily due to improved WCS prices as compared to a year ago. In the fourth quarter
of 2018, WCS prices had declined significantly due to a substantial decline in global benchmark
oil prices and a significant widening of Canadian heavy blend differentials.

Our company-wide cost reduction program contributed approximately $210 million of reductions
in planned spending in 2019. We expect approximately $400 million of reductions from previously
planned spending in 2020. This will increase our total targeted reductions to approximately $610
million, compared to the $500 million previously disclosed.
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The US$2.5 billion limited recourse project financing to fund the development of the QB2 project
closed in the fourth quarter. With funding from the project financing and the partnering
transaction with Sumitomo Metal Mining Co. Ltd. (SMM) and Sumitomo Corporation (SC), our
next contributions to project capital are not expected until early 2021.

Our RACE21™ innovation-driven business transformation program has implemented initiatives
aimed at achieving $160 million in annualized EBITDA improvements as of the end of 2019,
based on commodity prices at December 31, 2019, exceeding our initial announced target of
$150 million. At prices in effect when the program was implemented on May 31, 2019, the
annualized EBITDA improvements associated with these initiatives would have been $184
million. The one-time investment for implementation of RACE21™ in 2019 was $55 million, with
the benefits expected to be ongoing. This is an increase from the expected one-time investment
of $45 million announced in the second quarter, reflecting the additional value creation and
expansion of the program. Approximately $10 million of this cost is attributed to positioning of the
program for wider rollout in 2020.
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Profit (Loss) and Adjusted Profit

The loss attributable to shareholders in the fourth quarter was $891 million, or $1.62 loss per
share, compared with profit attributable to shareholders of $433 million, or $0.75 per share, in the
same period a year ago. The decrease is primarily due to $999 million of non-cash after-tax
impairment charges in the fourth quarter of 2019 and a significant decrease in steelmaking coal
prices.

Adjusted profit attributable to shareholders in the fourth quarter, taking into account the items
identified in the table below, was $122 million, or $0.22 per share, compared with $500 million, or
$0.87 per share, in the fourth quarter of 2018. The most significant adjusting items in the table
below for the fourth quarter were the non-cash after-tax impairments.

The decrease in our adjusted profit compared with a year ago was primarily due to a reduced
contribution from our steelmaking coal business unit due to substantially lower prices and partly
due to lower base metal prices. In addition, we recorded additional decommissioning and
restoration provisions at certain closed operations. These items were partially offset by improved
WCS heavy oil prices compared with a year ago when prices had declined significantly.

Profit (Loss) and Adjusted Profit

Three months Year ended
ended December 31, December 31,

(CADS$ in millions) 2019 2018 2019 2018
Profit (loss) attributable to shareholders $(891) $ 433 $ 339 $ 3,107
Add (deduct):

Asset impairments 999 30 1,108 30

Debt prepayment option loss (gain) - 24 77) 31

Debt redemption or purchase loss - - 166 19

Gain on sale of Waneta Dam - - - (812)

Taxes and other 14 13 16 (3)
Adjusted profit attributable to shareholders?? $ 122 $ 500 $ 1,552 $2,372
Adjusted basic earnings per share!? $0.22 $0.87 $ 2.77 $ 4.13
Adjusted diluted earnings per share!? $0.22 $0.86 $ 2.75 $ 4.07

Notes:
1. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
2. See “Use of Non-GAAP Financial Measures” section for reconciliation.

In addition to the items identified in the table above, our results include gains and losses due to
changes in market prices in respect of pricing adjustments, commaodity derivatives, inventory
write-downs and reversals, share-based compensation and changes in the discounted value of
decommissioning and restoration costs at closed mines and other environmental expenses.
Taken together, these items resulted in $105 million of after-tax charges ($149 million before tax)
in the fourth quarter, or $0.19 per share. We do not adjust our reported profit for these items.

During the quarter, we recorded asset impairment charges on our interest in Fort Hills, our
Cardinal River Operations and the remaining assets of our cathode operations at Quebrada
Blanca. These non-cash charges totaled $1.4 billion on a pre-tax basis and $999 million on an
after-tax basis. The impairment of our interest in Fort Hills relates to lower market expectations
for future WCS heavy oil prices. The impairment of our Cardinal River Operations follows our
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decision in the second quarter not to proceed with the Mackenzie-Redcap extension and results
from a reduction in steelmaking coal prices since that time combined with the short remaining
mine life. The impairment of the Quebrada Blanca assets relates to the short remaining life of the
cathode operation.

Three months ended Year ended

December 31, 2019 December 31, 2019
After-tax After-tax
(CADS$ in millions) Pre-tax and NCI Pre-tax and NCI

Impairments

Fort Hills $1,241 $910 $1,241 $ 910
Cardinal River Operations 118 75 289 184
Quebrada Blanca assets 31 14 31 14
Total $ 1,390 $ 999 $ 1,561 $1,108

The economic model for determining the amount of impairment of our interest in Fort Hills
assumes a current WCS heavy oil price in 2020 and increases to a long-term WCS price of
US$50 per barrel in 2024. The long-term Canadian to U.S. dollar foreign exchange rate
assumption used in the analysis was CAD$1.30 to US$1.00. A 5.4% real, 7.5% nominal, post-tax
discount rate was used to discount our cash flow projections based on an oil sands weighted
average cost of capital.
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Three months Year ended

FINANCIAL OVERVIEW (unaudited) ended December 31, December 31,
(CADS$ in millions, except per share data) 2019 2018 2019 2018
Revenues and profit

Revenues $ 2,655 $ 3,247 $11,934 $ 12,564
Gross profit before depreciation and amortization?! $ 875 $1,411 $ 4959 $ 6,104
Gross profit $ 460 $1,011 $ 3340 $ 4621
EBITDA (loss)? $ (755) $1,152 $ 2481 $ 6,174
Profit (loss) attributable to shareholders $ (891) $ 433 $ 339 $ 3,107
Cash flow
Cash flow from operations $ 782 $ 1,337 $ 3,484 $ 4,438
Property, plant and equipment expenditures $ 883 $ 666 $ 2,788 $ 1,906
Capitalized stripping costs $ 152 $ 173 $ 680 $ 707
Investments $ 55 $ 32 $ 178 $ 284
Balance Sheet
Cash balances $ 1,026 $ 1,734
Total assets $40,479  $39,626
Debt and lease liabilities, including current portion $ 4834 $ 5,519
Per share amounts
Profit (loss) attributable to shareholders $ (1.62) $ 0.75 $ 061 $ 541
Dividends declared $ 0.05 $ 0.15 $ 020 $ 0.30
PRODUCTION, SALES AND PRICES
Production (000’s tonnes, except steelmaking coal
and bitumen)
Steelmaking coal (million tonnes) 6.7 7.3 25.7 26.2
Copper? 71 73 297 294
Zinc in concentrate 149 189 640 705
Zinc — refined 66 75 287 303
Bitumen (million barrels)?3 3.2 3.6 12.3 6.8
Sales (000’s tonnes, except steelmaking coal
and blended bitumen)
Steelmaking coal (million tonnes) 6.3 6.6 25.0 26.0
Copper? 75 72 301 292
Zinc in concentrate 192 205 649 644
Zinc — refined 60 75 284 304
Blended bitumen (million barrels)?3 3.8 4.5 16.0 8.8
Average prices and exchange rates
Steelmaking coal (realized US$/tonne) $ 131 $ 191 $ 164 $ 187
Copper (LME cash — US$/pound) $ 267 $ 2.80 $ 272 $ 296
Zinc (LME cash — US$/ pound) $ 1.08 $ 1.19 $ 116 $ 1.33
Blended bitumen (realized US$/barrel)? $ 41.20 $20.89 $ 4520 $ 35.12
Average exchange rate (CAD$ per US$1.00) $ 1.32 $ 1.32 $ 133 $ 1.30

Notes:

1. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information and a reconciliation to GAAP measures.

2. We include 100% of production and sales from our Quebrada Blanca and Carmen de Andacollo mines in our production and sales volumes, even though
we do not own 100% of these operations, because we fully consolidate their results in our financial statements. We include 22.5% and 21.3% of production
and sales from Antamina and Fort Hills, respectively, representing our proportionate ownership interest in these operations.

3. Fort Hills results included from June 1, 2018.
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BUSINESS UNIT RESULTS

Our revenues, gross profit before depreciation and amortization, and gross profit by business unit
are summarized in the table below.

Three months Year ended
ended December 31, December 31,
(CADS$ in millions) 2019 2018 2019 2018

Revenues

Steelmaking coal $1,105 $1674 $ 5522 $ 6,349

Copper 592 633 2,469 2,714

Zinc 745 820 2,968 3,094

Energy* 213 120 975 407
Total $ 2,655 $3247 $11934 $12564
Gross profit (loss) before

depreciation and amortization?3

Steelmaking coal $ 448 $1,000 $ 2904 $ 3,770

Copper 239 259 1,080 1,355

Zinc 185 278 831 1,085

Energy! 3 (126) 144 (106)
Total $ 875 $1411 $ 4959 $ 6,104
Gross profit (loss)

Steelmaking coal $ 241 $ 819 $ 2,112 $ 3,040

Copper 130 138 617 877

Zinc 120 206 601 869

Energy! (31) (152) 10 (165)
Total $ 460 $1011 $ 3,340 $ 4,621
Gross profit (loss) margins before depreciation??

Steelmaking coal 41% 60% 53% 59%

Copper 40% 41% 44% 50%

Zinc 25% 34% 28% 35%

Energy?! 1% (105)% 15% (26)%

Notes:

1. Fort Hills financial results included from June 1, 2018.

2. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
3. See “Use of Non-GAAP Financial Measures” section for reconciliation.
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STEELMAKING COAL BUSINESS UNIT

Three months Year ended
ended December 31, December 31,
(CADS$ in millions) 2019 2018 2019 2018
Steelmaking coal price (realized US$/tonne) $131 $ 191 $ 164 $ 187
Steelmaking coal price (realized CAD$/tonne) $173 $ 253 $ 218 $ 243
Production (million tonnes) 6.7 7.3 25.7 26.2
Sales (million tonnes) 6.3 6.6 25.0 26.0
Gross profit before depreciation and amortization? 2 $448 $ 1,000 $2,904 $3,770
Gross profit $ 241 $ 819 $2,112 $ 3,040
Property, plant and equipment expenditures $273 $ 182 $ 754 $ 462

Notes:
1. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
2. See “Use of Non-GAAP Financial Measures” section for reconciliation.

Performance

Gross profit in the fourth quarter from our steelmaking coal business unit was $241 million
compared with $819 million a year ago. Gross profit before depreciation and amortization ® @ for
our steelmaking coal business unit in the fourth quarter declined by $552 million from a year ago
(see table below), primarily due to a US$60 per tonne decrease in realized steelmaking coal
prices, inventory write-downs of $28 million as a result of the decline in prices, and partly due to
lower sales volumes.

Our fourth quarter sales volumes of 6.3 million tonnes were within our guidance range of 6.2 to
6.4 million tonnes. In the quarter, our sales were affected by several delayed vessel arrivals,
primarily due to rough Pacific sea conditions, and lower Ridley Terminals port performance
towards the end of December as a result of challenging weather and operational issues.

Notes:
(1) Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
(2) See “Use of Non-GAAP Financial Measures” section for reconciliation.

Teck Resources Limited 2019 Fourth Quarter News Release



The table below summarizes the change in gross profit, before depreciation and amortization, in
our steelmaking coal business unit for the quarter:

Three months

Gross Profit Before Depreciation and Amortization2 (CAD$ in millions) ended December 31,
As reported in fourth quarter of 2018 $ 1,000
Increase (decrease):

Steelmaking coal price realized (503)
Sales volumes (48)
Unit operating and transportation costs 13
Poscan royalty 14
Inventory write-down (28)
Net decrease (552)
As reported in current quarter $ 448

Notes:
1. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
2. See “Use of Non-GAAP Financial Measures” section for reconciliation.

Property, plant and equipment expenditures totaled $273 million in the fourth quarter, of which
$143 million was for sustaining capital. Capitalized stripping costs were $81 million in the fourth
quarter compared with $111 million a year ago.

Markets

Steel production and demand for seaborne steelmaking coal remained strong through the first
half of 2019 before market conditions deteriorated in the second half of the year. Steelmaking
coal spot prices were affected by pressure on steelmakers’ margins created by lower steel
pricing and continued high iron ore pricing. The steelmaking coal market remains fundamentally
supported by demand from steel capacity growth in India and increased imports into China.
Market sentiment has improved slightly for 2020 as steel margins are expected to improve on
higher steel prices and lower iron ore and coking coal costs. While investment in steelmaking
coal capacity increased in the past two years, it currently remains low. Permitting processes for
steelmaking coal mines remain challenging and capital markets are rationing capital to coal,
limiting the supply response.

The fourth quarter price index for steelmaking coal sold under quarterly contracts based on the
average of three assessments was established at US$142 per tonne.

Operations

Fourth quarter production of 6.7 million tonnes was 8% lower than the same period a year ago,
as a result of mining challenges at our Fording River Operations. These challenges were partially
offset by all-time record production at Elkview Operations in the fourth quarter and strong
processing throughput at other operations. At times during the fourth quarter, our mine site clean
coal inventory storage areas were at full capacity as a result of logistical constraints, which
negatively affected operations. The materials handling issues outlined in the third quarter have
been resolved, but ongoing logistics constraints continued to affect our operations in the fourth
quarter.
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As a result of our decision not to proceed with the Mackenzie Redcap extension at our Cardinal
River Operations and the short remaining mine life, we recorded a pre-tax, non-cash asset
impairment charge of $171 million in the second quarter. We recorded an additional asset
impairment at our Cardinal River Operations of $118 million (pre-tax) in the fourth quarter related
to a decrease in short-term steelmaking coal prices. The operation is expected to close in the
second half of 2020 and then transition to care and maintenance.

The business unit continued to achieve strong total material movement results with 82 million
bank cubic metres moved in the quarter, a 6% increase from the same period a year ago. All time
guarterly records for total material moved were set at our Greenhills and Elkview Operations in
the fourth quarter. The increased mining activity reflects a decision to advance stripping activity in
2019 at our Elkview Operations in order to increase production in the second half of 2020. The
operations are fully utilizing equipment fleets and productivities remain high.

Cost of Sales

Adjusted site cost of sales® @ in the fourth quarter of $60 per tonne were lower compared to a
year ago. Total site cash spending decreased by 10% in the fourth quarter compared to a year
ago and by 8% when compared to the third quarter of this year, supported by the acceleration of
our cost reduction program. Lower overall spending combined with higher production in the fourth
guarter, compared to the previous quarters of this year reduced our unit costs per tonne. Full
year 2019 adjusted site cost of sales of $65 per tonne were within our annual guidance range of
$62 to $65 per tonne.

Fourth quarter transportation costs were $40 per tonne, 3% higher than the same period a year
ago. In addition to port and rail rate increases, lower volumes attributable to Neptune Bulk
Terminal construction outages and a one-month dumper outage at Ridley Terminals also
increased costs. Transportation costs of $39 per tonne for 2019 were within our annual guidance
range of $37 to $39 per tonne.

Notes:
(1) Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
(2) See “Use of Non-GAAP Financial Measures” section for reconciliation.
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The tables below report the components of our unit costs in Canadian and equivalent U.S.
dollars.

Three months Year ended
ended December 31, December 31,
(amounts reported in CAD$ per tonne) 2019 2018 2019 2018
Adjusted site cost of sales??2 $ 60 $ 63 $ 65 $62
Transportation costs 40 39 39 37
Inventory write-down 4 - 1 -
Unit costs?? $ 104 $102 $ 105 $99
Three months Year ended
ended December 31, December 31,
(amounts reported in US$ per tonne) 2019 2018 2019 2018
Adjusted site cost of sales!?2 $ 46 $48 $49 $47
Transportation costs 30 29 29 29
Inventory write-down 3 - 1 —
Unit costs??2 $79 $77 $79 $76

Notes:
1. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
2. See “Use of Non-GAAP Financial Measures” section for reconciliation.

Our total cost of sales for the quarter also included a $16 per tonne charge for the amortization of

capitalized stripping costs and $17 per tonne for other depreciation.
Outlook

Throughout 2019, we experienced logistics performance issues across the supply chain due to
underperformance in port and rail services, material handling issues and poor weather
conditions. As a result, although the logistics supply chain performance improved in the fourth
quarter, we are starting 2020 with record-high site inventory levels, which reduces our operating
flexibility. Given the potential for weaker demand in the short-term due to the effects of the
Coronavirus and the high inventory levels due to rail and port constraints, we are choosing to
temporarily reduce production and implement a shutdown of Neptune Bulk Terminals in order to
progress the facility upgrade. This reduction, combined with extreme winter weather in January
and early February, which was then followed by rail blockades, means that we now expect our
steelmaking coal production in 2020 to be between 23.0 and 25.0 million tonnes.

As previously disclosed, we continue to advance mining in new areas at our Fording River,
Elkview and Greenhills operations. The new areas are expected to extend the lives of these
mines and allow us to increase production to offset the closure of Coal Mountain and Cardinal
River operations. Our Cardinal River Operations will transition to closure by the second half of
2020. We are investing in the Elk Valley processing plants and will be transferring mobile

equipment from Cardinal River in order to support increased mining activities in the Elk Valley. As

part of our strategy to maintain production capacity of approximately 27 million tonnes in the Elk

Valley, Elkview Operations is scheduled to complete its plant expansion project in the first quarter
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of 2020. Our Elkview Operations are anticipating a reduction of strip ratio over the next three to
five years.

Although coal prices have softened since the beginning of 2019, market fundamentals remain
supportive of our sales plan. Final sales and average prices for the quarter will depend on
product mix, market direction for spot priced sales and timely arrival of vessels, as well as the
performance of the rail transportation network and port loading facilities. Due to the weather-
related challenges, discussed above, and rail blockades, we are expecting 2020 first quarter
sales to reach approximately 4.8 to 5.2 million tonnes, down from the previous estimate of 5.1 to
5.4 million tonnes. As always, our sales may vary depending on the performance of our logistics
chain, which has been negatively impacted by severe winter weather in January and early
February and by blockades on rail lines, the construction related to the Neptune Bulk Terminals
upgrade project, and strong third-party volumes.

We expect sustaining capital expenditures for our steelmaking coal operations to be
approximately $475 million in 2020, including approximately $290 million related to water
treatment, $100 million for ongoing operations and $85 million for Neptune Bulk Terminals.
Approximately $140 million will be invested in major enhancement projects in 2020, primarily
related to increasing the plant capacity at Elkview Operations and the development of new
mining areas at our Elk Valley Operations. In addition, RACE21™ major enhancement capital of
$65 million will be invested in the coal operations, mostly for our autonomous haulage pilot at
Elkview Operations. Expected capitalized stripping costs in 2020 are approximately $340 to $390
million.

We continue to progress the Neptune Bulk Terminals facility upgrade project, which will include a
five-month period from May to September when we intend to suspend operations at Neptune
Bulk Terminals in order to match port capacity with reduced production and improve productivity
and safety as we advance construction. This is expected to be the last extended construction
outage at Neptune Bulk Terminals. The upgrade project will significantly increase terminal-
loading capacity and improve our capability to meet our delivery commitments to our customers
while lowering our overall logistics costs. The total cost of the project is expected to be
approximately $800 million, consistent with our previous guidance. The business case for this
project remains strong. It will provide us with an exclusive terminal that will help us meet the long-
term requirements of our customers for consistent, high-quality product at significantly reduced
costs. In 2019, we invested $192 million on the Neptune Bulk Terminals facility upgrade project.
In addition to the 2020 capital expenditures noted above, the program includes $390 million to be
spent in 2020 and approximately $120 million in 2021. The Neptune Bulk Terminals facility
upgrades are expected to be completed in the first quarter of 2021 and we are evaluating
opportunities to gradually increase port capacity earlier. There is a risk that if completion is
delayed, we may limit our production and sales temporarily on expiry of our contract with
Westshore Terminals.

As disclosed in the third quarter of 2019, we plan to complete some of our annual maintenance
major plant outages earlier in 2020, reducing our steelmaking coal production in the first half of
the year and increasing production in the second half of the year. The Neptune Bulk Terminals’
extended construction outage from May to September will also affect our quarterly production
and corresponding cost of sales. As a result, we expect quarterly cost of sales per tonne to be
higher in the first quarter of 2020 than the fourth quarter of 2019 with the lower production rates,
and then decreasing in the fourth quarter of 2020 when we are back to near-full production
levels. We expect our 2020 adjusted site costs of sales to be between $63 to $67 per tonne
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reflecting the extended construction outages to progress the Neptune Bulk Terminal facility
upgrades combined with the logistics chain challenges in January and early February.

Transportation costs in 2020 are expected to increase to approximately $40 to $43 per tonne,
with lower volumes delivered to Neptune Bulk Terminals during the construction outages and
higher rail and port rates.

In December 2019, we entered into a long-term agreement with CN for shipping steelmaking coal
from our four B.C. operations between Kamloops and Neptune Bulk Terminals and other west
coast ports including Ridley Terminals Inc. The agreement runs from April 2021 to December
2026 and will enable us to increase shipment volumes significantly through an expanded
Neptune Bulk Terminals. The agreement also provides for investments by CN for more than $125
million to enhance rail infrastructure and support increased shipment volumes to Neptune Bulk
Terminals and through Ridley Terminals Inc. In January 2020, we announced an expanded
commercial agreement with Ridley Terminals Inc., increasing our contracted capacity from 3
million tonnes per annum (Mtpa) to 6 Mtpa with an option to extend up to 9 Mtpa.

Elk Valley Water Management Update

We continue to implement the water quality management measures required by the Elk Valley
Water Quality Plan (the Plan), an area-based management plan that was approved in the fourth
guarter of 2014 by the British Columbia (B.C.) Minister of Environment. The Plan establishes
short, medium and long-term water quality targets for selenium, nitrate, sulphate, and cadmium
to protect the environment and human health, as well as a plan to manage calcite formation. In
2019, the B.C. Government endorsed the use of Saturated Rock Fill (SRF) technology, and we
have received approval to construct an expansion of SRF water treatment capacity at Elkview
Operations. Elkview Operations’ SRF has been successfully operating since January 2018,
treating up to 10 million litres per day and achieving near-complete removal of nitrate and
selenium from mine-impacted waters.

To the end of 2019 we have spent approximately $437 million (approximately $392 million of
capital and $45 million of SRF research and development costs) on implementation of the Elk
Valley Water Quality Plan, including construction of the first active water treatment facility
(AWTF) at our Line Creek Operations, treating up to 7.5 million litres per day. The second AWTF,
at our Fording River Operations, with an expected capacity of 20 million litres per day, is under
construction and scheduled to be completed in the fourth quarter of 2020. We have commenced
construction of Elkview SRF Phase 2, which has a projected completion date in the fourth quarter
of 2020, and in conjunction with Phase 1, will treat up to an additional 20 million litres per day. By
the end of the fourth quarter 2020, we expect to have the capacity to treat up to 47.5 million litres
per day.

Capital spending in 2020 on water treatment is expected to be approximately $290 million. The
majority of the planned spend relates to the completion of our Fording River AWTF and Elkview
Phase 2 SRF. In addition, we continue to invest in various innovative technical solutions to
address water quality issues. Additional research and development projects are ongoing to
continue to improve our understanding of water quality, source control and treatment options.

Over the following four years, from 2021 to 2024, we plan to invest an additional $350 to $400
million of capital to further increase water treatment capacity to 90 million litres per day by the
end of 2024. In addition, during the same period we plan to spend approximately $85 million in
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capital on source control and calcite management and approximately $90 million on tributary-
specific treatment. Capital spending in 2021 is expected to be similar to 2020 levels and is
expected to decrease significantly in 2022 to 2024. Following the completion of both the Elkview
SRF Phase 2 and the AWTF at Fording River Operations in 2020, the plan includes the
construction of 30 million litres per day of additional SRF capacity at the north end of the Elk
Valley and 12.5 million litres per day at our Line Creek Operations. The first phase of our next
SRF at the north end of the Elk Valley is designed to treat 15 million litres per day and completion
is expected in the first quarter of 2021.

Operating costs associated with water treatment were approximately $1.30 per tonne in 2019
and are projected to increase gradually over the long-term to approximately $3 per tonne as
additional AWTFs and SRFs become operational. After 2024, ongoing capital costs for
construction of additional treatment facilities are expected to average approximately $2 per tonne
annually.

Final costs of implementing the Plan and managing water quality will depend in part on the
technologies applied and on the results of ongoing environmental monitoring and modelling. The
timing of expenditures will depend on resolution of technical issues, permitting timelines and
other factors. Our current plan is that the Fording River AWTF will be the last full-scale AWTF
and that future treatment facilities will be SRFs. Implementation of this plan will require additional
operating permits. We expect that, in order to maintain water quality, some form of water
treatment will continue for an indefinite period after mining operations end. The Plan
contemplates ongoing monitoring to ensure that the water quality targets set out in the Plan are
in fact protective of the environment and human health, and provides for adjustments if warranted
by monitoring results. This ongoing monitoring, as well as our continued research into treatment
technologies, could reveal unexpected environmental impacts, technical issues or advances
associated with potential treatment technologies that could substantially increase or decrease
both capital and operating costs associated with water quality management, or that could
materially affect our ability to permit mine life extensions in new mining areas. Fish census data
obtained in late 2019 showed unexpected and substantial reductions in populations of westslope
cutthroat trout in certain mine-affected waters in the Elk Valley. The causes of the reductions are
unclear and substantial technical effort is underway to determine whether the reductions are
associated with water quality issues, flow conditions and habitat availability, or predation or other
natural causes, and to develop a response plan. Until the results of this additional work are
available and appropriate mitigation measures in place, we may face delays in permitting or
restrictions on our mining activities in the Elk Valley.

During the third quarter of 2018, we received notice from Canadian federal prosecutors of
potential charges under the Fisheries Act in connection with discharges of selenium and calcite
from steelmaking coal mines in the Elk Valley. Since 2014, compliance limits and site
performance objectives for selenium and other constituents, as well as requirements to address
calcite, in surface water throughout the Elk Valley and in the Koocanusa Reservoir have been
established under a regional permit issued by the provincial government, which references the
Plan. If federal charges are laid, potential penalties may include fines as well as orders with
respect to operational matters. We expect that discussions with respect to the draft charges will
continue through the first quarter. It is not possible at this time to fully assess the viability of our
potential defenses to any charges, or to estimate the potential financial impact on us of any
conviction. Nonetheless, that impact may be material.
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COPPER BUSINESS UNIT

Three months Year ended
ended December 31, December 31,
(CADS$ in millions) 2019 2018 2019 2018
Copper price (realized — US$/pound) $2.70 $2.80 $ 273 $ 297
Production (000’s tonnes)? 71 73 297 294
Sales (000’s tonnes)? 75 72 301 292
Gross profit, before depreciation and amortization? 2 $ 239 $ 259 $ 1,080 $ 1,355
Gross profit $ 130 $ 138 $ 617 $ 877
Property, plant and equipment expenditures $ 480 $ 302 $ 1,565 $ 689

Notes:

1. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.

2. See “Use of Non-GAAP Financial Measures” section for reconciliation.

3. Weinclude 100% of production and sales from our Quebrada Blanca and Carmen de Andacollo mines in our production and
sales volumes, even though we do not own 100% of these operations, because we fully consolidate their results in our financial
statements. We include 22.5% of production and sales from Antamina, representing our proportionate ownership interest in this
operation.

Performance

Gross profit from our copper business unit was $130 million in the fourth quarter compared with
$138 million a year ago. Gross profit before depreciation and amortization from our copper
business unit decreased by $20 million compared with a year ago (see table below) due to lower
copper prices, reduced by-product contributions from molybdenum and zinc due to lower prices
and reduced sales volumes, and the impact of the labour strike at Carmen de Andacollo. These
items were partially offset by increased production from Highland Valley Copper, reduced unit
operating costs and lower inventory write-downs compared to the same period last year.

Copper production in the fourth quarter decreased by 3% from a year ago primarily due to the
labour action at Carmen de Andacollo. The strike caused the suspension of operations between
October 14 and December 5, 2019, resulting in approximately 9,000 tonnes of lost production.
This was offset by increased production from Highland Valley Copper as a result of higher copper
grades and recoveries. Our total cash unit costs® @ before cash margins for by-products in the
fourth quarter decreased by US$0.18 per pound to US$1.58 per pound due to a greater
proportion of production from Highland Valley Copper compared with a year ago. Lower
molybdenum and zinc sales volumes and prices resulted in substantially lower cash margins for
by-products. As a result, net cash unit costs® @ were US$1.34 per pound compared with
US$1.28 per pound in the fourth quarter last year.

Notes:
(1) Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
(2) See “Use of Non-GAAP Financial Measures” section for reconciliation.
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The table below summarizes the change in gross profit before depreciation and amortization in
our copper business unit for the quarter:

Three months

Gross Profit Before Depreciation and Amortization2 (CAD$ in millions) ended December 31,
As reported in the fourth quarter of 2018 $ 259
Increase (decrease):
Copper price realized (22)
Sales volumes 9
Unit operating costs 37
Co-product and by-product contribution 47
Inventory write-downs (2019 — $20 million charge. 2018 —$41 million charge) 21
Labour settlement and strike costs (18)
Net decrease (20)
As reported in current quarter $239

Notes:
1. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
2. See “Use of Non-GAAP Financial Measures” section for reconciliation.

Property, plant and equipment expenditures totaled $480 million, including $70 million for
sustaining capital and $355 million for project development expenditures for QB2. Capitalized
stripping costs were $45 million in the fourth quarter, $7 million higher than a year ago.

Markets

Tightness in the copper concentrate market continued into the fourth quarter with annual
negotiated terms being reported at the lowest levels in a decade. Mine disruptions affected
production in 2019 with global mine production estimates showing a decrease over 2018 levels.
At the same time, the commissioning of new smelting capacity in China continued to increase
and previously installed capacity continued to ramp up during the quarter.

The copper market remained under pressure during the fourth quarter from macroeconomic
concerns and global trade disputes. Copper prices were relatively flat during the quarter and
remained below the annual average price. Concerns over global trade disputes appear to be
moderating as we move into 2020 and stronger demand growth combined with a challenging
supply environment should be supportive of copper prices in 2020. We believe the fundamentals
for the global copper market remain supportive over the long-term, as copper will play an
important role in the new energy economy while the development of new supplies of copper
around the world will remain challenging.

London Metal Exchange (LME) copper prices in the fourth quarter of 2019 averaged US$2.67 per
pound, down 5% from the same quarter a year ago. For the year, copper prices averaged
US$2.72 per pound, down 8% from 2018. Global exchange stocks fell 113,000 tonnes in the
guarter and fell 35,000 tonnes on the year. Global exchange stocks ended the quarter at just
over 300,000 tonnes or 4.6 days of global consumption with LME stocks at 146,000 tonnes,
NYMEX stocks at 31,000 tonnes and Shanghai Futures Exchange (SHFE) stocks at 124,000
tonnes.

17

Teck Resources Limited 2019 Fourth Quarter News Release



Operations
Highland Valley Copper

Copper production of 33,500 tonnes in the fourth quarter was 10,800 tonnes higher than a year
ago mainly due to substantially higher copper grades and improved mill recoveries partially offset
by lower mill throughput. Molybdenum production of 1.4 million pounds was 31% lower than a
year ago primarily due to lower grades and mill throughput.

Operating costs before changes in inventory in the fourth quarter were $153 million, 4% lower
than a year ago due to lower tailings dam costs.

Copper production is expected to increase in 2020 compared to 2019 due to higher recoveries
from improving ore characteristics, the realization of additional throughput and recovery benefits
from the implementation of mill analytics as part of our RACE21™ innovation-driven business
transformation program and continued ramp-up of the additional D3 ball mill.

Copper production in 2020 is anticipated to be between 133,000 and 138,000 tonnes, with lower
production in the first half of 2020. Annual copper production from 2021 to 2023 is expected to be
between 155,000 and 165,000 tonnes per year. Copper production is anticipated to average
about 150,000 tonnes per year after 2023, through to the end of the current mine plan in 2027.
Molybdenum production in 2020 is expected to be between 4.5 million to 5.5 million pounds
contained in concentrate, with annual production expected to be between 3.5 million to 5.0 million
pounds per year afterwards.

Antamina

Copper production (100% basis) of 111,400 tonnes in the fourth quarter was 6,600 tonnes lower
than a year ago primarily due to lower copper grades and recovery, partially offset by higher
throughput. Antamina processed more copper-only ore and similar quantities of copper-zinc ore
than the same period last year. The mix of mill feed in the quarter was 64% copper-only ore and
36% copper-zinc ore, compared with 61% and 39%, respectively, a year ago. Zinc production
decreased 7% from last year to 79,100 tonnes (100% basis) due mainly to lower grades and
recoveries.

Operating costs before changes in inventory in the fourth quarter were US$64 million (22.5%
share), similar to a year ago.

Our 22.5% share of 2020 production at Antamina is expected to be in the range of 88,000 to
92,000 tonnes of copper, 100,000 to 105,000 tonnes of zinc and approximately 2.0 million
pounds of molybdenum in concentrate. Our share of annual copper production is expected to
average 90,000 tonnes from 2021 to 2023. The higher zinc production in 2020 is a result of mine
sequencing, and is expected to gradually decrease beyond 2020. Our share of zinc production is
expected to be between 90,000 and 100,000 tonnes per year during 2021 to 2023, although
annual production may fluctuate due to feed grades and the amount of copper-zinc ore available
to process. Our share of annual molybdenum production is expected to be between 2.0 to 3.0
million pounds between 2021 and 2023.
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Carmen de Andacollo

Copper production of 6,900 tonnes in the fourth quarter was 10,100 tonnes lower than a year ago
due to strike action by the Workers Union, which caused the suspension of operations from
October 14 to December 5, 2019. On December 5, the union ratified a new 36-month collective
agreement and operations resumed.

Operating costs before changes in inventory in the fourth quarter were US$27 million lower than
a year ago, primarily due the suspension of operations, partially offset by a one-time labour
settlement cost of US$6 million.

Copper grades are expected to continue to decline towards reserve grades in 2020 and future
years. Carmen de Andacollo’s production in 2020 is expected to be in the range of 57,000 to
62,000 tonnes of copper, including approximately 3,000 tonnes of copper cathode. Annual
copper in concentrate production is expected to average between 55,000 and 60,000 tonnes for
2021 to 2023. Cathode production is uncertain past 2020, although there is some potential to
extend production.

Quebrada Blanca

Copper cathode production in the fourth quarter was 5,200 tonnes compared with 6,000 tonnes a
year ago. Mining equipment and personnel continued to support QB2 construction activities.

Excluding changes to inventory and inventory write-down provisions, operating costs were US$7
million lower than a year ago, primarily due to continued ramp-down of operations as the cathode
operation nears the end of production.

During the quarter, a US$15 million inventory write-down was recorded due to higher expected
unit costs as cathode production declines and the operation nears the end of its life. We also
recorded a non-cash, pre-tax asset impairment charge of US$23 million related to remaining
assets of the cathode operations.

Cathode production is expected to continue until late 2020 at declining production rates as
leaching of dump leach material and secondary extraction continues. We expect copper cathode
production of approximately 7,000 to 8,000 tonnes in 2020.

Cost of Sales

Total cash unit costs of product sold in the fourth quarter, before cash margins for by-products, of
US$1.58 per pound, were US$0.18 per pound lower than the same period a year ago. This was
primarily the result of a greater proportion of production from Highland Valley Copper compared
with a year ago.
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Cash margin for by-products® @ was US$0.24 per pound compared with US$0.48 per pound in
the same period a year ago. This was primarily due to lower molybdenum and zinc prices and
substantially lower molybdenum sales volumes. The resulting net cash unit costs® @ for copper,
after cash margin for by-products, of US$1.34 per pound were US$0.06 higher than US$1.28 in
the same period a year ago.

Three months Year ended
ended December 31, December 31,
(amounts reported in US$ per pound) 2019 2018 2019 2018
Adjusted cash cost of sales!? $1.40 $1.56 $1.49 $1.55
Smelter processing charges 0.18 0.20 0.19 0.19
Total cash unit costs?? $1.58 $1.76 $1.68 $1.74
Cash margins for by-products? ? (0.24) (0.48) (0.29) (0.51)
Net cash unit costs!?2 $1.34 $1.28 $1.39 $1.23

Notes:
1. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
2. See “Use of Non-GAAP Financial Measures” section for reconciliation.

Outlook

We expect 2020 copper production to be in the range of 285,000 to 300,000 tonnes, similar to
2019 production levels. Improving throughput and recoveries at Highland Valley Copper as well
as resumed operations at Carmen de Andacollo are expected to largely offset declines at
Antamina and Quebrada Blanca.

In 2020, we expect our copper total cash unit costs to be in the range of US$1.55 to US$1.65 per
pound before cash margins for by-products, slightly lower than 2019 levels. Copper net cash unit
costs are expected to be in the range of US$1.25 to US$1.35 per pound after cash margins for
by-products based on current production plans, by-product prices and exchange rates, a
decrease from 2019.

We expect copper production to be in the range of 300,000 to 315,000 tonnes from 2021 to 2023,
excluding QB2, which is expected to add substantially to our overall copper production in 2022.

Notes:
(1) Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
(2) See “Use of Non-GAAP Financial Measures” section for reconciliation.
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Copper Development Projects
Quebrada Blanca Phase 2

There are currently over 7,500 people actively working across the six major construction areas
on the project, with all major contractors progressing in the field. With earthworks and concrete
well advanced, the project has commenced steel erection and the placement of mechanical
equipment including the first grinding mill. In addition, construction of the tailings dam facility and
pipelines is progressing. Although the project continues to target first production in the fourth
guarter of 2021 with ramp-up to full production expected during 2022, there have been delays in
the schedule primarily due to permitting and social unrest in Chile, which will also affect cost. A
new baseline schedule is being developed in conjunction with an updated capital cost estimate
for the first quarter of 2020.

Drilling and engineering studies for the QB3 project are ongoing. In support of our cost reduction
program, we are delaying the start of the prefeasibility study and will continue with targeted
development trade-off analysis. The project continues to explore opportunities to more than
double the production capacity in order to leverage the extensive resources beyond QB2.

Other Copper Projects

During the quarter, NuevaUnién continued to advance its feasibility study, which will be
completed during the first quarter of 2020. Work in 2020 will focus on a review of study results
and assessment of optimization opportunities.

Teck and our partners continue to advance the development of five substantial base metals
projects, Zafranal, San Nicolas, Galore Creek, Mesaba and Schaft Creek; collectively referred to
as the Project Satellite assets. Work in 2020 at Zafranal will focus on advancing permitting
efforts, whereas San Nicolas and Galore Creek efforts will be focused on advancing prefeasibility
study work and associated environmental and social baseline studies.

As a result of current market conditions and our focus on optimization work, expenditures on
NuevaUnion and the Satellite assets are expected to be significantly reduced in 2020. Our 2019
capital expenditures for the Satellite assets were $78 million and funding to NuevaUnion, which is
accounted for as an equity investment, was $67 million. Capital expenditures in 2020 for the
Satellite assets are expected to be $38 million and funding to NuevaUnion is expected to be $17
million.
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ZINC BUSINESS UNIT

Three months Year ended
ended December 31, December 31,

(CADS$ in millions) 2019 2018 2019 2018
Zinc price (realized — US$/pound) $1.07 $1.22 $1.13 $ 1.30
Production (000’s tonnes)

Refined zinc 66 75 287 303

Zinc in concentrate?! 131 169 572 613
Sales (000’s tonnes)

Refined zinc 60 75 284 304

Zinc in concentratel! 173 184 581 551
Gross profit before depreciation and amortization? 3 $ 185 $278 $ 831 $ 1,085
Gross profit $ 120 $ 206 $601 $ 869
Property, plant and equipment expenditures $ 78 $ 126 $ 262 $ 372
Notes:
1. Represents production and sales from Red Dog and Pend Oreille. Excludes co-product zinc production from our copper business

unit.

2. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
3. See “Use of Non-GAAP Financial Measures” section for reconciliation.

Performance

Gross profit from our zinc business unit was $120 million in the fourth quarter compared with
$206 million a year ago. Gross profit before depreciation and amortization from our zinc business
unit decreased by $93 million compared with a year ago (see table below) primarily due to lower
zinc prices and higher smelter processing charges. The electrical equipment failure in August
contributed to a 10% reduction in refined zinc production and negatively affected profit at Trall
Operations in the fourth quarter.

At Red Dog, zinc and lead production in the fourth quarter declined by 18% and 2%, respectively,
compared to a year ago. The lower production was mainly due to reduced mill throughput as a
result of planned mill shutdowns related to work to increase the installed power of the SAG mill
motors as part of the ongoing VIP2 mill enhancement project. At our Trail Operations, production
of refined zinc was 10% lower than a year ago as a result of the electrical equipment failure in the
zinc refinery earlier this year, while lead production increased to 17,000 tonnes compared with
10,000 tonnes last year. Lead production was lower last year due to the planned major
maintenance shutdown of the KIVCET smelter.
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The table below summarizes the change in gross profit before depreciation and amortization in
our zinc business unit for the quarter.

Three months

Gross Profit Before Depreciation and Amortization!2 (CADS$ in millions) ended December 31,
As reported in the fourth quarter of 2018 $ 278
Increase (decrease):
Zinc price realized 47
Smelter processing charges (29)
Sales volumes (15)
Unit operating costs a7
Royalties 17
Pend Oreille (6)
Other 4
Net decrease (93)
As reported in current quarter $ 185
Notes:

1. Non-GAAP Financial Measure. See “Use of Non-GAAP Financial Measures” section for further information.
2. See “Use of Non-GAAP Financial Measures” section for reconciliation.

Property, plant and equipment expenditures include $42 million for sustaining capital, of which
$22 million relates to our Trail Operations and $17 million relates to Red Dog.

Markets

The zinc concentrate market remained in surplus during the fourth quarter with spot treatment
charges rising slightly, but remaining relatively stable as Chinese smelters increased their
production rates. Mine production globally remains under pressure as high-cost mines struggle to
maintain margins with low zinc prices and higher treatment charges.

The refined zinc market improved slightly in the fourth quarter with prices up in October and
November before falling again in December. The global zinc market remains under pressure due
to a slowdown in manufacturing and a destocking in the automotive sector. The market for zinc
metal should continue to improve as its use in protecting steel against corrosion and increasing
the useful life of infrastructure and automobiles in developed and developing markets is expected
to continue to grow.

LME zinc prices averaged US$1.08 per pound in the fourth quarter of 2019, a decline of 9%
compared with the same quarter last year. Year to date, total global exchange inventories are
down 72,000 tonnes to an estimated 2.1 days of global consumption, or only 79,000 tonnes.
London Metal Exchange inventories are down 78,000 tonnes year to date to 51,000 tonnes and
Shanghai Metal Exchange Stocks are up 8,000 tonnes from the beginning of the year to 28,000
tonnes.

Operations
Red Dog

Zinc sales of 173,600 tonnes in the fourth quarter were above our guidance of 160,000 to
165,000 tonnes. Offsite zinc inventory available for sale from January 1, 2020 was approximately
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264,000 tonnes of contained metal. We currently expect sales of zinc contained in concentrate in
the range of 135,000 to 140,000 tonnes in the first quarter of 2020, in line with the normal
seasonal pattern of sales. There was 3,000 tonnes of offsite contained lead inventory for sale as
of January 1, 2020, as most of the material shipped in 2019 was sold.

Zinc production of 131,100 tonnes in the fourth quarter was 18% lower than a year ago as lower
mill throughput was patrtially offset by higher zinc grades. Mill throughput was lower primarily as a
result of planned mill shutdowns related to work to increase the installed power of the SAG mill
motors as part of the ongoing VIP2 mill enhancement project.

Operating costs before inventory changes in the fourth quarter were US$71 million, 4% lower
than a year ago due to lower consumables as a result of lower mill throughput and lower
administration costs.

Higher throughput is expected to partially offset lower grades in 2020 as we complete the VIP2
mill enhancement project and continue the implementation of mill analytics as part of our
RACE21™ innovation-driven business transformation program. Production is expected to be
lower in the first quarter due to both lower grades and VIP2 commissioning activities.

Red Dog’s production of contained metal in 2020 is expected to be in the range of 500,000 to
535,000 tonnes of zinc and 95,000 to 100,000 tonnes of lead. From 2021 to 2023, Red Dog'’s
production of contained metal is expected to be in the range of 500,000 to 540,000 tonnes of zinc
and 80,000 to 90,000 tonnes of lead per year.

We are implementing an increased number of tailings and water-related projects in 2020 to
manage increased precipitation and water levels at the Red Dog mine. The frequency of extreme
weather events has been increasing and these projects are aimed at ensuring that we can
continue to optimize the asset and avoid any potential constraints on production in the future.

Trail Operations

Refined zinc production of 66,900 tonnes in the fourth quarter was 10% lower than a year ago
due to an electrical equipment failure in the zinc refinery at the end of August. Repairs relating to
the electrical equipment failure were completed by the end of November, ahead of schedule, and
zinc production has since returned to normal levels.

Refined lead production in the fourth quarter of 17,000 tonnes was 7,000 tonnes higher than in
the same period last year due to the planned major maintenance shutdown of the KIVCET
smelter in 2018.

Silver production increased to 3.7 million ounces compared with 1.0 million ounces a year ago as
a result of higher availability of the KIVCET smelter in 2019.

Operating costs before changes in inventory in the fourth quarter were similar to a year ago at
$123 million.

In 2020, we expect Trail Operations to produce 305,000 to 315,000 tonnes of refined zinc and
approximately 60,000 to 70,000 tonnes of refined lead. Zinc production from 2021 to 2023 is
expected to increase slightly to 310,000 to 315,000 tonnes, while lead production is expected to
remain similar at 65,000 to 70,000 tonnes.
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Pend Oreille

Mining and concentrate production was suspended on July 31, 2019 and the mine was placed on
care and maintenance. As a result of the suspension of operations, there was no production
during the fourth quarter.

Cost of Sales

Total cash unit costs of product sold in the fourth quarter for our zinc mining operations, before
cash margins for by-products, of US$0.50 per pound were US$0.05 per pound higher than a year
ago, primarily due to historically low smelter processing charges in 2018. Net cash unit costs for
zinc, after cash margins for by-products, of US$0.36 per pound were US$0.08 higher than a year
ago.

Three months Year ended
ended December 31, December 31,
(amounts reported in US$ per pound) 2019 2018 2019 2018
Adjusted cash cost of sales?? $0.27 $0.29 $0.30 $0.30
Smelter processing charges 0.23 0.16 0.21 0.19
Total cash unit costs?2 $0.50 $0.45 $0.51 $0.49
Cash margins for by-products! 2 (0.14) (0.17) (0.17) (0.18)
Net ca