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Highland Copper Company Inc.
Condensed Interim Consolidated Statements

of Financial Position

December 31, June 30,
(unaudited, in Canadian dollars) 2014 2014
$ $
ASSETS
Current
Cash 537,598 3,242,710
Sales taxes receivable 65,926 159,433
Prepaid expenses and other 99,503 59,479
703,027 3,461,622
Non-current
Capital assets (Note 3) 333,913 428,457
Exploration and evaluation assets (Note 4) 50,523,876 42,645,934
TOTAL ASSETS 51,560,816 46,536,013
LIABILITIES
Current
Accounts payable and accrued liabilities 2,641,815 1,987,950
Promissory note (Note 5) - 7,473,900
Deposit on sale of royalty (Note 6) 10,000,000 -
12,641,815 9,461,850
Non-current
Balance of purchase price payable (Note 7) 1,818,510 1,434,850
Environmental liability (Note 8) 253,544 225,022
TOTAL LIABILITIES 14,713,869 11,121,722
SHAREHOLDERS' EQUITY
Share capital (Note 9) 41,394,661 41,394,661
Contributed surplus 4,964,553 4,221,734
Deficit (12,626,718) (10,450,128)
Cumulative translation adjustment 3,114,451 248,024
TOTAL EQUITY 36,846,947 35,414,291
TOTAL LIABILITIES AND EQUITY 51,560,816 46,536,013

Going concern (Note 1)

Commitments and contingencies (Note 4)

The accompanying notes form an integral part of these unaudited condensed interim consolidated financial statements.

On behalf of the Board,

/s/ James Crombie

James Crombie, Director

/s! Jo Mark Zurel

Jo Mark Zurel, Director



Highland Copper Company Inc.

Condensed Interim Consolidated Statements of Comprehensive Income (L0sS)

ond Quarter ended December 31,

Six months ended December 31,

(unaudited, in Canadian dollars) 2014 2013 2014 2013
$ $ $ $
Expenses and other items
Management and administration (Note 11) 1,008,301 344,511 2,091,992 855,438
Pre-exploration - 468,658 79,204 602,017
Accretion on environmental liability (Note 8) 4,528 - 8,862 -
Finance income (582) (1,529) (4,674) (4,082)
Loss (gain) on foreign exchange 777) (93,603) 1,206 (235)
Net loss for the period (1,011,470) (718,037) (2,176,590) (1,453,138)
Other comprehensive income
Item that will not be subsequently reclassified to income
Foreign currency translation adjustment 1,229,559 360,400 2,866,427 149,856
Total comprehensive income (loss) for the period 218,089 (357,637) 689,837 (1,303,282)
Basic and diluted loss per common share (0.01) (0.01) (0.02) (0.03)
Weighted average number of common shares - basic and diluted 96,966,745 52,326,230 96,966,745 52,301,922

The accompanying notes form an integral part of these unaudited condensed interim consolidated financial statements.



Highland Copper Company Inc.
Condensed Interim Consolidated Statements of Shareholders’ Equity

Number of issued Cumulative

and outstanding Share Contributed translation Shareholders’

(unaudited, in Canadian dollars) common shares capital surplus Deficit adjustment equity

$ $ $ $ $

Balance at June 30, 2014 96,966,745 41,394,661 4,221,734 (10,450,128) 248,024 35,414,291

Share-based remuneration - - 742,819 - - 742,819

Loss for the period - - - (2,176,590) - (2,176,590)
Other comprehensive income

Foreign currency translation adjustment - - - - 2,866,427 2,866,427

Balance at December 31, 2014 96,966,745 41,394,661 4,964,553 (12,626,718) 3,114,451 36,846,947

Balance at June 30, 2013 52,277,878 19,801,726 3,609,412 (7,026,909) 460,798 16,845,027

Shares issued pursuant to a property option agreement 66,667 10,000 - - - 10,000

Share-based remuneration - - 427,862 - - 427,862

66,667 10,000 427,862 - - 437,862

Loss for the period - - - (1,453,138) - (1,453,138)
Other comprehensive income

Foreign currency translation adjustment - - - - 149,856 149,856

Balance at December 31, 2013 52,344,545 19,811,726 4,037,274 (8,480,047) 610,654 15,979,607

The accompanying notes form an integral part of these unaudited condensed interim consolidated financial statements.



Highland Copper Company Inc.

Condensed Interim Consolidated Statements of Cash Flows

ond Quarter ended December 31,

Six months ended December 31,

(unaudited, in Canadian dollars) 2014 2013 2014 2013
$ $ $ $
Operating activities
Net loss for the period (1,011,470) (718,037) (2,176,590) (1,453,138)
Adjustments
Share-based remuneration 161,187 133,788 634,008 361,723
Depreciation and amortization 7,558 2,453 15,116 4,907
Unrealized gain on foreign exchange (1,983) (93,603) - (235)
Accretion on environmental liability 4,528 - 8,862 -
Finance income accrued (582) (1,529) (4,674) (4,082)
Finance income received 1,136 1,766 5,723 4,690
Changes in working capital items
Sales taxes receivable 16,599 40,351 93,507 9,745
Prepaid expenses and other (13,834) 3,299 (39,870) 11,702
Accounts payable and accrued liabilities 74,949 (220,375) (281,022) (209,879)
(761,912) (851,887) (1,744,940) (1,274,567)
Investing activities
Acquisition of capital assets (2,078) (11,581) (50,248) (38,937)
Additions to exploration and evaluation assets (1,690,388) (788,686) (2,851,164) (2,228,233)
Proceeds on disposal of capital assets 1,152 - 27,837 -
Additions to deferred acquisition expenses - (88,449) - (88,449)
(1,691,314) (888,716) (2,873,575) (2,355,619)
Financing activities
Deposit on sale of royalty (Note 6) 10,000,000 - 10,000,000 -
Reimbursement of promissory note (Note 5) (8,141,000) - (8,141,000) -
1,859,000 - 1,859,000 -
Effect of exchange rate changes on cash held in foreign currency 28,703 83,859 54,403 (2,274)
Net change in cash (565,523) (1,656,744) (2,705,112) (3,632,460)
Cash, beginning of period 1,103,121 4,264,512 3,242,710 6,240,228
Cash, end of period 537,598 2,607,768 537,598 2,607,768
Supplemental cash flow information
Current liabilities related to exploration and evaluation assets 442,517 (51,685) 872,189 113,898
Depreciation and amortization included in exploration and evaluation assets 66,128 69,340 140,482 137,214
Share-based remuneration included in exploration and evaluation assets 27,495 25,864 108,811 66,139
Finance expense included in exploration and evaluation assets 124,046 - 254,142 -
Gain on disposal of assets included in exploration and evaluation assets (322) - (7,774) -
Shares issued included in exploration and evaluation assets - 10,000 - 10,000

The accompanying notes form an integral part of these unaudited condensed interim consolidated financial statements.



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

1. GENERAL INFORMATION AND GOING CONCERN

Highland Copper Company Inc. (“Highland”) is a Canadian-based company. Highland and its subsidiaries (together
the “Company”) are engaged in the acquisition, exploration and development of mineral properties in the state of
Michigan, USA. To date, the Company has not earned significant revenues and is considered to be in the
exploration stage. All financial results in these condensed interim consolidated financial statements are expressed in
Canadian dollars unless otherwise indicated. Highland’s common shares are listed on the TSX Venture Exchange
(the “TSXV”) under the symbol HI.

In May 2014, the Company completed the interim closing for the acquisition of the White Pine copper project (the
“White Pine Project”), which includes surface and mineral rights related to the White Pine North Project (the “White
Pine North Project’) and in June 2014, the Company acquired the Copperwood copper project (the “Copperwood
Project”). The Company also has an option to acquire a 65% interest in the Keweenaw project which hosts the 543S
deposit, the G-2 project and other target areas (the “Keweenaw Project”).

The Board of Directors approved and authorized for issue these condensed interim consolidated financial
statements on February 26, 2015.

Going concern

The Company is at the exploration stage and as is common with many exploration companies, it raises funds on the
equity market to conduct its activities. The Company has incurred a net loss of $2,176,590 during the six months
ended December 31, 2014 and has an accumulated deficit of $12,626,718 at December 31, 2014. The Company
has a working capital deficit of $11,938,788 at December 31, 2014, including a refundable deposit of $10 million to
be exchanged for a royalty on all metals from the White Pine North Project upon the completion of the acquisition of
the White Pine North Project (Note 6). The Company requires additional funds to meet all of its obligations, to
pursue exploration and development work on its mineral projects, to provide for management and administration
expenses for at least the next 12 months and to ensure the Company’s ability to continue as a going concern. Such
funding requirements may be met in the future in a number of ways, including but not limited to the issuance of
securities, debt financing or other arrangements. There is no assurance that such additional funds can be raised

even if the Company has been successful in the past in doing so.

If the Company is not successful in raising additional funds and it is not able to complete the acquisition of the White
Pine North Project, the Company may not be able to refund the $10 million deposit described in Note 6, it may be
required to delay, reduce the scope of, or eliminate its current or future exploration and development activities and it
may be unable to meet the earn-in requirements under the venture agreement with BRP. These conditions and
uncertainties indicate the existence of material uncertainties that casts a significant doubt about the Company’s
ability to continue as a going concern. If the going concern assumption was not appropriate for these condensed
interim consolidated financial statements, adjustments to the carrying value of assets and liabilities, in particular an

impairment of exploration and evaluation assets, and reported expenses would be necessary.



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

2. STATEMENT OF COMPLIANCE AND BASIS OF PRESENTATION

These unaudited condensed interim consolidated financial statements have been prepared in accordance with 1AS
34, Interim Financial Reporting and follow the same accounting policies as the Company’s most recent annual
consolidated financial statements. They do not contain all of the information and disclosures required for annual
financial statements, and should be read in conjunction with the Company’s audited consolidated financial
statements for the years ended June 30, 2014 and 2013 which have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).

Significant accounting judgements and estimates

The preparation of financial statements in accordance with IFRS requires management to make judgements,
estimates and assumptions that affect the application of policies and the reported amounts of assets, liabilities,
revenues and expenses. Management uses historical experience and various other factors it believes to be
reasonable under the given circumstances as the basis for its judgements and estimates. Actual results could differ
significantly from those estimates. Significant accounts that require estimates as the basis for determining the stated
amounts include exploration and evaluation assets, environmental liability and share-based payments. The most
significant judgement relates to the preparation of these condensed interim consolidated financial statements on a
going concern basis.



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

3. CAPITAL ASSETS

Capital assets subject to depreciation and amortization are as follows:

Computer
Intangible equipment Exploration Leasehold
assets Vehicles and furniture equipment improvements Total
$ $ $ $ $ $

Cost
Balance at June 30, 2014 122,712 232,315 133,310 425,797 70,196 984,330
Additions 1,361 47,648 1,239 - - 50,248
Disposals - (21,495) - - - (21,495)
Effect of foreign exchange 5,660 25,193 11,204 36,920 6,074 85,051
Balance at December 31, 2014 129,733 283,661 145,753 462,717 76,270 1,098,134
Accumulated depreciation and amortization
Balance at June 30, 2014 53,152 122,627 110,036 204,639 65,419 555,873
Depreciation and amortization 27,453 43,670 9,995 69,398 5,082 155,598
Disposals - (1,432) - - - (1,432)
Effect of foreign exchange 3,712 16,428 9,406 18,867 5,769 54,182
Balance at December 31, 2014 84,317 181,293 129,437 292,904 76,270 764,221
Carrying amounts
Balance at June 30, 2014 69,560 109,688 23,274 221,158 4,777 428,457
Balance at December 31, 2014 45,416 102,368 16,316 169,813 - 333,913




Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

4.  EXPLORATION AND EVALUATION ASSETS

Amounts invested in exploration and evaluation assets are as follows:

White Pine Copperwood Keweenaw Other

Project Project Project Properties Total

$ $ $ $ $

Balance at June 30, 2014 5,028,094 23,898,745 13,203,414 515,681 42,645,934
Additions:

Property payments - 123,005 45,448 2,272 170,725

Site preparation, drilling and assaying 313,836 - 1,824 - 315,660

Labour 891,907 113,704 113,390 - 1,119,001

Studies 932,553 56,160 17,174 - 1,005,887

Other expenses 443,911 71,065 29,762 - 544,738

Gain on disposal of capital assets - (7,774) - - (7,774)

Depreciation and amortization 105,173 3,485 31,824 - 140,482

Share-based remuneration - - 108,811 - 108,811

Finance expense - 821,484 - - 821,484

Effect of foreign exchange 489,947 2,093,179 1,031,128 44,674 3,658,928

3,177,327 3,274,308 1,379,361 46,946 7,877,942

Balance at December 31, 2014 8,205,421 27,173,053 14,582,775 562,627 50,523,876

White Pine Project

On May 13, 2014 (the interim closing date), the Company entered into an agreement to acquire from Copper Range
Company (“CRC”) all of CRC'’s rights, title and interest in the White Pine Project and issued to CRC 3,000,000 of its
common shares valued at $1,500,000. Highland further agreed that, upon completion of a feasibility study and
receipt of all necessary permits for the development of a mine at White Pine, it will pay as additional consideration,
in cash or in common shares of Highland, at the option of CRC, an amount equal to US$0.005 (one half of one cent)
per pound for the first 1 billion pounds of proven and probable reserves of copper and US$0.0025 (one quarter of

one cent) for each additional pound of proven and probable reserves of copper.

The final closing of the acquisition will be completed once Highland has (i) released CRC for a US$2.85 million
financial assurance letter of credit associated with the remediation and closure plan of the previous White Pine
operation in a manner that is acceptable to all parties involved, including the applicable governmental authorities;
and (ii) released CRC from its environmental obligations with the Michigan Department of Environmental Quality. At
that time, Highland will assume all of CRC’s environmental liabilities related to White Pine and will also be

responsible for all on-going environmental obligations. Final closing is anticipated to occur by December 31, 2015.



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

4. EXPLORATION AND EVALUATION ASSETS (continued)

Copperwood Project

On June 17, 2014, the Company acquired the Copperwood Project through the acquisition from Orvana Minerals
Corp., a TSX-listed company (“Orvana”), of all of the outstanding shares of Orvana Resources US Corp. (“Orvana
US”). Highland paid US$13 million in cash at closing and issued a US$7 million secured promissory note (the
“Note”), described in Note 5. An additional consideration of up to US$5,000,000 may be paid by Highland in cash or
shares of Highland, at Orvana’s option, of which US$2.5 million was accounted for as the “Future Consideration”
described in Note 7. An amount of US$1.25 million may also be payable if the average copper price for any 60
calendar day period following the first anniversary and preceding the second anniversary of commencement of
commercial production is greater than US$4.25/Ib; and an additional payment of US$1.25 million if the average
copper price for any 60 calendar day period following the second anniversary and preceding the third anniversary of
the commencement of commercial production is greater than US$4.50/Ib. This contingent liability of US$2.5 million
will only be recognized if and when the contingency is satisfied.

The Copperwood Project consists of a number of mineral leases, which call for annual rent payments until 2036.
The mineral leases are also subject to quarterly NSR royalty payments and will range from 2% to 4% on a sliding
scale based on inflation-adjusted copper prices. Under the mineral leases, Orvana US will have mineral rights until
the later of the 20th anniversary of the date of the lease or the date Orvana US ceases to be actively engaged in
development, mining, or related operations on the property. The mineral leases may be terminated by Orvana US,

the Company’s wholly owned subsidiary, on 60 days’ notice.

Keweenaw Project

Under a Mining Venture Agreement (the “Venture Agreement”) with BRP LLC (“BRP”), the Company has an option
to acquire a 65 percent interest in the Keweenaw Project by spending US$11,500,000 in exploration and
development work and providing a feasibility study by October 26, 2015. At December 31, 2014, a cumulative
amount of US$13,106,334 in eligible expenditures had been spent on the Keweenaw Project. Upon satisfying all
conditions and exercising the option, the Company will have a 65% interest and BRP will have a 35% interest in the
property. In addition, BRP will be entitled to a sliding scale net smelter return royalty from production (“NSR”) on
those properties contributed by BRP based on the price per pound of copper with a minimum of 2% up to a

maximum of 5%.

10



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

5. PROMISSORY NOTE

In connection with the acquisition of the Copperwood Project described in Note 4, the Company had issued a
promissory note in the amount of US$7,000,000 to Orvana. On December 15, 2014, the Company reimbursed the
promissory note in full and paid to Orvana an amount of $8,761,412, including the principal amount of $8,141,000

and accrued interest of $620,412.

6. DEPOSIT ON SALE OF ROYALTY

On December 15, 2014, Osisko Gold Royalties Ltd. (“Osisko”) made a $10 million refundable deposit on a 3%
sliding-scale NSR royalty on all metals from the White Pine North Project (the “White Pine North Royalty”). The
Osisko deposit is secured against all of the Company’s assets. Upon completion of the acquisition of the White Pine
North Project, the Osisko deposit will be exchanged for the White Pine North Royalty. In the event the acquisition of
the White Pine North Project is not completed by December 31, 2015, the Osisko deposit will need to be refunded
and will bear interest at the rate of Libor + 5% until it is refunded. The White Pine North Royalty will have a base rate

of 3% and will increase by 0.01% for every $0.01 increase in the copper price above $3.00 per pound.

In connection with the White Pine North Royalty, the Company has granted to Osisko an option to purchase for
US$26 million any future silver production from the Company’s projects, including White Pine and Copperwood (the
“Michigan Projects”). Osisko may elect to exercise the option to purchase the silver production by paying US$26
million to the Company within 60 days following the delivery to Osisko of a feasibility study on the Michigan Projects.

11



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

7. BALANCE OF PURCHASE PRICE PAYABLE

In connection with the acquisition of the Copperwood Project described in Note 4, the Company has accounted for
the estimated fair value of the Future Consideration using a discount rate of 20%. The Future Consideration in the
amount of US$2,500,000 may be paid by Highland to Orvana in cash or shares of Highland, at Orvana’s option, with
US$1.25 million payable upon the earliest of (i) commencement of commercial production of Copperwood and (ii)
June 17, 2017; and an additional US$1.25 million on the first anniversary of this payment. The balance of purchase

price payable at December 31, 2014 was determined as follows:

Six months ended

December 31,

2014

$

Balance, beginning of period 1,434,850
Accretion expense 254,142
Effect of foreign exchange 129,518
Balance, end of period 1,818,510

8. ENVIRONMENTAL LIABILITY

Changes to the environmental liability, which consists of reclamation costs related to the White Pine Project, are as

follows:
Six months ended
December 31,
2014
$
Balance, beginning of period 225,022
Accretion expense 8,862
Effect of foreign exchange 19,660
Balance, end of period 253,544

12



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

9. SHARE CAPITAL AND WARRANTS

Issued and fully paid

At December 31, 2014, the Company had 96,966,745 issued and outstanding common shares.

Issuance of shares

There was no issuance of shares during the six months ended December 31, 2014.

Share purchase warrants

There was no activity in share purchase warrants during the six months ended December 31, 2014. At December
31, 2014 and June 30, 2014, the Company had 41,250,000 issued and outstanding share purchase warrants
exercisable at a price of $0.75 per share until March 31, 2015.

13



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

10. STOCK OPTIONS

The following table sets out the activity in stock options:

Six months ended

December 31,

2014

Weighted

average exercise

Number price ($)

Options, beginning of period 4,442,000 0.59
Granted 1,400,000 0.50
Expired (70,000) (0.85)
Options, end of period 5,772,000 0.57

On August 1, 2014, the Company granted 1,400,000 stock options to officers of the Company and a consultant. The

stock options have a five year term and are exercisable at a price of $0.50 per share. A total of 700,000 of the stock

options granted vested on the date of grant and 700,000 will vest on December 1, 2014. The fair value of the stock

options was estimated as $0.44 using the Black-Sholes option pricing model, using an expected time-period of 5

years, a semi-annual weighted-average risk-free interest rate of 1.46%, a volatility rate of 145% and a 0% dividend

factor.

The following table reflects the stock options issued and outstanding at December 31, 2014:

Exercise

Remaining Number of price of

Number of Exercise contractual options  exercisable

Issue date options price life exercisable options
$ (years) $

September 22, 2006 2,000 1.00 1.7 2,000 1.00
April 28, 2010 20,000 0.50 0.3 20,000 0.50
July 6, 2012 400,000 0.50 25 400,000 0.50
November 5, 2012 3,950,000 0.60 2.8 3,950,000 0.60
August 1, 2014 1,400,000 0.50 4.6 1,400,000 0.50
5,772,000 0.57 3.2 5,772,000 0.57

At December 31, 2014, no amount remains to be amortized in future periods related to the grant of stock options.

14



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

11. MANAGEMENT AND ADMINISTRATION EXPENSES

The Company incurred the following management and administration expenses:

ond Quarter ended December 31, Six months ended December 31,

2014 2013 2014 2013

$ $ $ $

Administrative and general 442,761 95,173 750,969 206,748
Office 59,956 34,849 109,965 57,830
Professional fees 245,448 5,549 396,965 59,102
Investor relations and travel 81,164 66,658 170,744 158,462
Reporting issuer costs 10,227 6,041 14,225 6,666
839,556 208,270 1,442,868 488,808

Share-based remuneration 161,187 133,788 634,008 361,723
Depreciation and amortization 7,558 2,453 15,116 4,907
1,008,301 344,511 2,091,992 855,438

12. RELATED PARTY TRANSACTIONS

During the 2" Quarter and the six months ended December 31, 2014, the Company incurred administration
expenses of $139,215 and $257,907 from Reunion Gold Corporation, a related party by virtue of common
management and directors ($46,275 and $92,550 during the 2™ Quarter and the six months ended December 31,
2013). These charges were measured at the exchange amount, which is the amount agreed upon by the transacting

parties.
Remuneration of directors and key management of the Company

The remuneration awarded to directors and to senior key management, including the Executive Chairman, the

interim President and CEO, the Executive Vice-President and the CFO, is as follows:

ond Quarter ended December 31, Six months ended December 31,

2014 2013 2014 2013

$ $ $ $

Salaries, benefits and director fees 237,094 22,737 333,544 44,621
Consulting fees 78,858 100,087 183,760 199,038
Share-based remuneration 135,517 126,343 532,378 339,702
451,469 249,167 1,049,682 583,361

15



Highland Copper Company Inc.
Notes to Condensed Interim Consolidated Financial Statements
December 31, 2014 (unaudited - in Canadian dollars)

13. SEGMENTED INFORMATION

The Company has one reportable operating segment being the acquisition and exploration of mineral properties in

Michigan, USA. Assets are located as follows:

December 31, 2014

Canada USA Total

$ $ $

Current assets 528,260 174,767 703,027
Capital assets 29,846 304,067 333,913
Exploration and evaluation assets - 50,523,876 50,523,876
Total assets 558,106 51,002,710 51,560,816

June 30, 2014

Canada USA Total

$ $ $

Current assets 3,403,109 58,513 3,461,622
Capital assets 44,962 383,495 428,457
Exploration and evaluation assets - 42,645,934 42,645,934
Total assets 3,448,071 43,087,942 46,536,013

16
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HIGHLAND COPPER COMPANY INC.

MANAGEMENT’S DISCUSSION & ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS FOR THE
2" QUARTER ENDED DECEMBER 31, 2014

The following management’s discussion and analysis (“MD&A”) of the operations, results, and financial position of Highland
Copper Company Inc. (“Highland” or the “Company”), dated February 26, 2015, covers the 2" quarter ended December 31,
2014 and should be read in conjunction with the unaudited condensed interim consolidated financial statements and related
notes for the 2" quarter ended December 31, 2014 (the ‘December 31, 2014 condensed interim consolidated financial
statements”). Readers should also refer to the Company’s MD&A for the year ended June 30, 2014, including the description
of risks and uncertainties, and the audited consolidated financial statements for the years ended June 30, 2014 and 2013. All
financial results presented in this MD&A are expressed in Canadian dollars unless otherwise indicated.

DESCRIPTION OF BUSINESS

Highland is a Canadian-based company engaged in the acquisition, exploration and development of mineral properties. The
Company’s mineral projects are located in the state of Michigan, USA. Highland’s common shares are listed on the TSX
Venture Exchange (“TSXV”) under the symbol HI. At February 26, 2015, the Company had 96,966,745 common shares issued
and outstanding.

In May 2014, the Company completed the interim closing for the acquisition of the White Pine copper project (the “White Pine
Project”), which includes mineral rights related to the White Pine North Project (the “White Pine North Project’), and in June
2014, the Company acquired the Copperwood copper project (the “Copperwood Project”). The Company also has an option to
acquire a 65% interest in the Keweenaw project which hosts the 543S deposit, the G-2 project and other target areas (the
“Keweenaw Project”) and has entered into lease agreements entitling the Company to explore and develop certain other

properties. All projects are located in the Upper Peninsula of the state of Michigan, USA.
FINANCIAL CONDITION

At February 26, 2015, the Company had a working capital deficit of approximately $16 million. This amount includes a $10
million refundable deposit to be exchanged for a royalty on all metals from the White Pine North Project on completion of the
acquisition of the White Pine project (see details of the $10 million refundable deposit under Financing section). The Company
requires additional funds to meet all of its obligations, to pursue exploration and development work on its mineral projects, to
provide for management and administration expenses for at least the next 12 months, and to ensure the Company’s ability to
continue as a going concern. Such funding requirements may be met in the future in a number of ways, including the issuance
of securities (see proposed private placement under Financing section), debt financing or other arrangements. There can be
no assurance that the Company will be able to raise the funds required. The continuation of the Company as a going concern
is dependent on its ability to obtain necessary new funding to meet its financial obligations and to continue its exploration and

development activities. See ‘Going Concern Assumption’ below.



HIGHLAND

Copper Company Inc.

FINANCING

Private Placement

On December 16, 2014, the Company had announced its intention to complete a private placement of securities of up to $10
million (the “Offering”). On February 26, 2015, the Company announced that it has revised the terms of its proposed Offering.
The Company is planning to issue up to 33,333,333 units of its securities (the “Units”) at a price of $0.30 per Unit with each
Unit consisting of one common share of Highland and one half of one common share purchase warrant (each whole warrant, a
"Warrant"). Each Warrant will be exercisable to acquire one common share at $0.50 for a period of 18 months from the closing
date of the Offering. The Warrants will be subject to a right of accelerated expiry at the Company’s option when the closing
price of its common shares on the TSX Venture (“TSXV”) has exceeded $0.80 for twenty consecutive trading days at any time
after six months from closing of the Offering. The Offering is expected to close on or about March 5, 2015. There can be no

assurance that the proposed Offering will be completed as intended or at all.

Royalty agreements

On December 15, 2014, Osisko Gold Royalties Ltd. (“Osisko”) made a $10 million refundable deposit on a 3% sliding-scale
NSR royalty on all metals from the White Pine North Project (the “White Pine North Royalty”). The Osisko deposit is secured
against all of the Company’s assets. Upon completion of the acquisition of the White Pine North Project, the Osisko deposit will
be exchanged for the White Pine North Royalty. In the event the acquisition of the White Pine North Project is not completed
by December 31, 2015, the Osisko deposit will need to be refunded and will bear interest at the rate of Libor + 5% until it is
refunded. The White Pine North Royalty will have a base rate of 3% and will increase by 0.01% for every $0.01 increase in the
copper price above $3.00 per pound. A portion of the proceeds from the Osisko deposit was used to reimburse the US$7
million promissory note and accrued interest due to Orvana Minerals Corp. for the acquisition of the Copperwood project (see
Copperwood Project section).

In addition, the Company has granted to Osisko an option to purchase for US$26 million any future silver production from the
Company’s Michigan projects, including White Pine and Copperwood (the “Silver Royalty”). Osisko may elect to exercise the
option to purchase the silver production by paying US$26 million to the Company within 60 days following the delivery to

Osisko of a feasibility study on the Michigan projects.

As part of the White Pine North Royalty transaction, Osisko has the right to nominate one director to the Board of Highland.

Osisko will also be entitled to nominate one additional director to the Board of Highland if it exercises the Silver Royalty option.

WHITE PINE PROJECT

On May 13, 2014 (the interim closing date), the Company entered into an agreement to acquire from Copper Range Company
(“CRC"), a subsidiary of First Quantum Minerals Ltd., all of CRC's rights, title and interest in the White Pine Project and issued
to CRC 3,000,000 of its common shares. Highland further agreed that, upon completion of a feasibility study and receipt of all
necessary permits for the development of a mine at White Pine, it will pay as additional consideration, in cash or in common

shares of Highland, at the option of CRC, an amount equal to US$0.005 (one half of one cent) per pound for the first one
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billion pounds of proven and probable reserves of copper and US$0.0025 (one quarter of one cent) for each additional pound
of proven and probable reserves of copper.

The final closing of the acquisition will be completed once Highland has (i) released CRC for a US$2.85 million financial
assurance letter of credit associated with the remediation and closure plan of the previous White Pine mine site in a manner
that is acceptable to all parties involved, including the applicable governmental authorities; and (ii) released CRC from its
environmental obligations with the Michigan Department of Environmental Quality. At that time, Highland will assume all of
CRC'’s environmental liabilities related to the White Pine mine site and will also be responsible for all on-going environmental

obligations. Final closing is anticipated to occur by December 31, 2015.

About the White Pine Project

CRC acquired the original White Pine mine in 1937. Subsequent drilling revealed the widespread nature of the mineralization
and underground mining by room and pillar methods followed by flotation of sulfides began in 1952. Production from 1952 to
1995 was 198,070,985 short tons averaging 1.14% copper for approximately 4.5 billion pounds of copper. Although silver was
consistently alloyed with the copper, silver was generally not recovered and was incorporated into the copper as “fire-refined”
copper until an on-site electrolytic refinery was completed in 1982. In 1995, as a result of depressed copper prices, CRC, then
a subsidiary of Inmet Mining Corporation, closed the White Pine mine, although significant amounts of mineralization
remained, particularly to the northeast of the mine, referred to as the White Pine North Project. An historical estimate of the
White Pine North Project was completed in October 1995 by the then White Pine chief geologist based on 526 diamond drill
holes. The Company has initiated the work required to verify the historical data with the objective of completing a resource
estimate compliant with NI 43-101, which will also include the results of the current winter drilling campaign.

COPPERWOOD PROJECT

On June 17, 2014, the Company acquired the Copperwood Project through the acquisition from Orvana Minerals Corp., a
TSX-listed company (“Orvana”), of all of the outstanding shares of Orvana Resources US Corp. (“Orvana US”). Highland paid
US$13 million in cash at closing and issued to Orvana a US$7 million secured promissory note (the “Note”). On December 15,
2014, the Company reimbursed the promissory note in full and paid to Orvana an amount of $8,761,412, including the
principal amount of $8,141,000 and accrued interest of $620,412.

An additional consideration of up to US$5,000,000 may be paid by Highland in cash or shares of Highland, at Orvana’s option,
of which US$1.25 million will become due upon the earliest of (i) commencement of commercial production of Copperwood
and (ii) June 17, 2017; and an additional US$1.25 million on the first anniversary of this payment. An amount of US$1.25
million may also be payable if the average copper price for any 60 calendar day period following the first anniversary and
preceding the second anniversary of commencement of commercial production is greater than US$4.25/Ib; and an additional
payment of US$1.25 million if the average copper price for any 60 calendar day period following the second anniversary and

preceding the third anniversary of the commencement of commercial production is greater than US$4.50/Ib.
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About the Copperwood Project

Copperwood is a feasibility stage project. On February 25, 2011, Orvana reported an updated mineral estimate for
Copperwood, including the mineralization in the adjacent Copperwood satellite areas. On June 24, 2011, Orvana reported the
results of a pre-feasibility study and on February 7, 2012, it reported the results of a feasibility study for Copperwood.
Additional information on the Copperwood Project, including the historical estimate of the Copperwood mineral reserves and
resources, is available in the NI 43-101 Technical Report on the Copperwood Project, Michigan, USA, prepared by Golder
Associates Ltd as of March 17, 2014 and filed on SEDAR on June 13, 2014.

KEWEENAW PROJECT

Under a Mining Venture Agreement (the “Venture Agreement”) with BRP LLC (“BRP”), the Company has an option to acquire
a 65 percent interest in the Keweenaw Project, by spending US$11,500,000 in exploration and development work and
providing a feasibility study by October 26, 2015. The Keweenaw Project covers an area of approximately 9,000 acres. At
December 31, 2014, a cumulative amount of US$13,106,334 in eligible expenditures has been spent on the Keweenaw
Project. Upon satisfying all conditions and exercising the option, the Company will have a 65% interest and BRP will have a
35% interest in the Keweenaw Project. In addition, BRP will be entitled to a sliding scale net smelter return royalty from
production (“NSR”) on those properties contributed by BRP based on the price per pound of copper with a minimum of 2% up

to a maximum of 5%.

On August 25, 2014, the Company announced an initial resource estimate for the 543S copper deposit which is part of the
Keweenaw Project. The qualified person for the estimate is Mr. Réjean Sirois, eng., Vice President Geology and Resources of
G Mining Services Inc. (“G Mining”). Refer to the technical report on the 543S deposit dated as at July 5, 2014 which was
prepared by G Mining and filed on SEDAR on October 10, 2014 for further detail related to this initial resource estimate of the
543S deposit.

ACTIVITIES DURING THE 2"° QUARTER ENDED DECEMBER 31, 2014

During the reporting period, the Company, under the supervision of G Mining, initiated a number of technical studies including
metallurgy, infrastructure requirements and mining methods that are intended to be used in a prefeasibility study that would
combine the White Pine North, the Copperwood and the 543S deposits. In addition, Golder Associates has started baseline
environmental work including hydrology and tailings disposal studies at White Pine North and COREM s carrying out mineral

processing work on mineralized samples from White Pine North.

In January 2015, Highland started a second phase drilling program at White Pine North. So far approximately 18,000 meters of
drilling has been completed in 22 holes. The drill holes are focused on the higher-grade central portion of the deposit. Assay
results from this drilling will be released when they become available. Following the completion of this drilling campaign, the

Company expects to be able to release a resource estimate of the White Pine North deposit.
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2015 OBJECTIVES

Highland’s objectives for 2015 are to achieve the following mine development milestones:

e update the Copperwood ‘historical’ resource estimate to current resources compliant with NI 43-101 during the
second quarter of 2015;

e complete the infill drill program at White Pine North in support of upgrading the historical estimate to current mineral
resources in compliance with NI 43-101 by the end of the third quarter of 2015; and

e complete a pre-feasibility study (“PFS”) combining the White Pine North, Copperwood and Keweenaw copper
deposits by the end of 2015.

The completion of these milestones is subject to the Company raising sufficient funds, including completion of the private
placement described in the Financing section.

QUALIFIED PERSON

Carlos Bertoni, P. Geo., a Qualified Person under NI 43-101, has reviewed and approved all of the technical information in this
MD&A. Mr. Bertoni is the Company’s executive vice president, project development.
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EXPLORATION EXPENSES

Amounts invested in exploration and evaluation assets and deferred in accordance with the Company’s accounting policy,
during the six-month period ended December 31, 2014 are as follows:

White Pine Copperwood Keweenaw Other

Project Project Project Properties Total

$ $ $ $ $

Balance at June 30, 2014 5,028,094 23,898,745 13,203,414 515,681 42,645,934
Additions :

Property payments - 123,005 45,448 2,272 170,725

Site preparation, drilling and assaying 313,836 - 1,824 - 315,660

Labour 891,907 113,704 113,390 - 1,119,001

Studies 932,553 56,160 17,174 - 1,005,887

Other expenses 443,911 71,065 29,762 - 544,738

Gain on disposal of capital assets - (7,774) - - (7,774)

Depreciation and amortization 105,173 3,485 31,824 - 140,482

Share-based remuneration - - 108,811 - 108,811

Finance expense - 821,484 - - 821,484

Effect of foreign exchange 489,947 2,093,179 1,031,128 44,674 3,658,928

3,177,327 3,274,308 1,379,361 46,946 7,877,942

Balance at December 31, 2014 8,205,421 27,173,053 14,582,775 562,627 50,523,876
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following selected financial information should be read in conjunction with the Company’s December 31, 2014 condensed

interim consolidated financial statements.

December 31, June 30,
2014 2014
$ $

Financial position
Cash 537,598 3,242,710
Total assets 51,560,816 46,536,013
Deposit on sale of royalty 10,000,000 -
Promissory note - 7,473,900
Balance of purchase price payable 1,818,510 1,434,850
Shareholders' equity 36,846,947 35,414,291

2" Quarter ended December 31,

Six months ended December 31,

2014 2013 2014 2013
$ $ $ $

Operations
Management and administration expenses 1,008,301 344,511 2,091,992 855,438
Pre-exploration expenses - 468,658 79,204 602,017
Accretion on environmental liability 4,528 - 8,862 -
Finance income (582) (1,529) (4,674) (4,082)
Loss (gain) on foreign exchange (777) (93,603) 1,206 (235)
Net loss for the period (1,011,470) (718,037) (2,176,590) (1,453,138)
Basic and diluted loss per share (0.01) (0.01) (0.02) (0.03)

Cash flows
Operating activities (761,912) (851,887) (1,744,940) (1,274,567)
Investing activities (1,691,314) (888,716) (2,873,575) (2,355,619)
Financing activities 1,859,000 - 1,859,000 -

Since its incorporation, the Company has not paid any cash dividend on its outstanding common shares. Any future dividend

payment will depend on the Company'’s financial needs to fund its exploration programs and any other factor that the board

may deem necessary to consider. It is highly unlikely that any dividends will be paid in the near future.
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Going Concern Assumption

The Company is at the exploration stage and as is common with many exploration companies, it raises funds on the equity
market to conduct its activities. The Company has incurred a net loss of $2,176,590 during the six months ended December
31, 2014 and has an accumulated deficit of $12,626,718 at December 31, 2014. The Company has a working capital deficit of
$11,938,788 at December 31, 2014, including a refundable deposit of $10 million to be exchanged for a royalty on all metals
from the White Pine North Project upon the completion of the acquisition of the White Pine North Project (see detail under
Financing section). The Company requires additional funds to meet all of its obligations, to pursue exploration and
development work on its mineral projects, to provide for management and administration expenses for at least the next 12
months and to ensure the Company’s ability to continue as a going concern. Such funding requirements may be met in the
future in a number of ways, including but not limited to the issuance of securities, debt financing or other arrangements. There
is no assurance that such additional funds can be raised even if the Company has been successful in the past in doing so.

If the Company is not successful in raising additional funds and it is not able to complete the acquisition of the White Pine
North Project, the Company may not be able to refund the $10 million deposit described in the Financing section, it may be
required to delay, reduce the scope of, or eliminate its current or future exploration and development activities and it may be
unable to meet the earn-in requirements under the venture agreement with BRP. These conditions and uncertainties indicate
the existence of material uncertainties that casts a significant doubt about the Company’s ability to continue as a going
concern. If the going concern assumption was not appropriate for the Company’s condensed interim consolidated financial
statements, adjustments to the carrying value of assets and liabilities, in particular an impairment of exploration and evaluation
assets, and reported expenses would be necessary.

Management and administration expenses are summarized as follows:

ond Quarter ended December 31, Six months ended December 31,

2014 2013 2014 2013

$ $ $ $

Administrative and general 442,761 95,173 750,969 206,748
Office 59,956 34,849 109,965 57,830
Professional fees 245,448 5,549 396,965 59,102
Investor relations and travel 81,164 66,658 170,744 158,462
Reporting issuer costs 10,227 6,041 14,225 6,666
839,556 208,270 1,442,868 488,808

Share-based remuneration 161,187 133,788 634,008 361,723
Depreciation and amortization 7,558 2,453 15,116 4,907
1,008,301 344,511 2,091,992 855,438
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Financial Review

The Company is still in the exploration phase and does not yet have revenue-generating activities. Accordingly, the
Company’s financial performance is largely a function of the level of exploration activities undertaken on its projects and the

management and administrative expenses required to operate and carry out its exploration activities.

In accordance with its accounting policy, an amount of $7.9 million in exploration and evaluation expenses was deferred during
the six months ended December 31, 2014. These expenses include an unrealized foreign exchange expense of $3.7 million
due to the weakening of the Canadian dollar during the reporting period, technical studies expenses of $1.0 million, labour and
overhead expenses of $1.6 million, drilling and assaying expenses of $0.3 million, finance expense on the Orvana promissory
note in the amount of $0.6 million, property payments of $0.2 million and other non-cash expenses of $0.5 million.

The Company incurred a net loss of $1.0 million and $2.2 million during the 2™ Quarter and the six months ended December
31, 2014, respectively compared to a net loss of $0.7 million and $1.5 million during the 2™ Quarter and the six months ended
December 31, 2013, respectively. The increased losses are mainly attributable to higher administrative and general expenses
as a result of the increased activities following the acquisition of the White Pine North Project and the Copperwood Project in
May and June 2014 and professional fees incurred in relation to the financing agreements described in the Financing section.
Higher share-based remuneration expense was charged to income during the 2" Quarter and the six months ended
December 31, 2014 compared to 2013 following the grant of 1,400,000 stock options in August 2014. At December 31, 2014,
there is no amount of in share-based remuneration to be amortized in future periods related to the grant of stock options.

Selected Quarterly Financial Information

The following is a summary of the Company’s financial results for the past eight quarters:

Basic and

diluted loss

Revenues Net loss per share

Period ended $ $ $
December 31, 2014 582 (1,011,470) (0.01)
September 30, 2014 4,092 (1,165,120) (0.01)
June 30, 2014 3,303 (846,359) (0.01)
March 31, 2014 1,279 (2,284,041) (0.04)
December 31, 2013 1,529 (718,037) (0.01)
September 30, 2013 2,553 (735,101) (0.01)
June 30, 2013 4,847 (223,999) (0.00)
March 31, 2013 11,364 (234,412) (0.00)

10
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Liguidity and Capital Resources

The Company’s working capital deficit at December 31, 2014 totaled $11,938,788 compared to a working capital deficit of
$6,000,228 at June 30, 2014. The decrease in working capital during the six months ended December 31, 2014 is mainly
attributable to investments made on the Company’s exploration and evaluation assets ($3,723,353), management and
administration expenses ($1,442,868), the acquisition of capital assets ($50,248) and the impact of the weakening Canadian
dollar on the repayment of the promissory note to Orvana ($667,100).

On December 15, 2014, Osisko made a $10 million refundable deposit on a 3% sliding-scale NSR royalty on all metals from
the White Pine North Project (see details in the Financing section). An amount of $8.8 million was used from the proceeds of
the Osisko deposit to reimburse the US$7 million promissory note and accrued interest due to Orvana Minerals Corp. for the
acquisition of the Copperwood project (see Copperwood Project section).

The Company needs to raise additional funds to meet all of its obligations, to pursue exploration and development work on its
mineral projects and to provide for management and administration expenses for at least the next 12 months. The Company’s
ability to continue as a going concern is dependent on management’s ability to raise the funds required for continued
operations. The Company’s properties are in the exploration and development stage and, as a result, the Company currently
has no source of operating cash flow. The potential sources of future funds presently available to the Company are through
the sale of equity capital of the Company, debt financing or other arrangements. The ability of the Company to arrange the
required financing depends in part upon the global economic and capital market conditions as well as the business
performance of the Company. There can be no assurance that the Company will be successful in its efforts to arrange

additional financing on terms satisfactory to the Company.

Capital Management

The Company defines capital that it manages as loans and shareholders’ equity. When managing capital, the Company’s
objectives are a) to ensure the entity continues as a going concern; b) to increase the value of the entity’s assets; and c) to
achieve optimal returns to shareholders. These objectives will be achieved by identifying the right exploration projects, adding
value to these projects and ultimately taking them to production or obtaining sufficient proceeds from their disposal. At
December 31, 2014, managed capital was $38,665,457 ($44,323,041 at June 30, 2014). There were no changes in the
Company’s approach to capital management during the six months ended December 31, 2014. The Company is hot subject to

any externally imposed capital requirements as at December 31, 2014.

Off-Balance Sheet Arrangements

At December 31, 2014, the Company has no off-balance sheet arrangements.

11
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Transactions with Related Parties

During the 2" quarter and the six months ended December 31, 2014, the Company incurred administration expenses of
$139,215 and $257,907, respectively from Reunion Gold Corporation (“Reunion”), a related party by virtue of common
management and directors ($46,275 and $92,550 during the 2" quarter and the six months ended December 31, 2013,
respectively). These charges were measured at the exchange amount, which is the amount agreed upon by the transacting
parties. The services provided by Reunion under the service agreement include administrative support, corporate and
regulatory services, office space, and office equipment and supplies.

Remuneration to directors and key management of the Company totaled $451,469 and $1,049,682 during the 2" Quarter and
the six months ended December 31, 2014, respectively ($249,167 and $583,361 during the 2" Quarter and the six-months
ended December 31, 2013, respectively).

Outstanding Share Data

At February 26, 2015, the Company has 96,966,745, common shares issued and outstanding, 41,250,000 share purchase
warrants exercisable at $0.75 per share until March 31, 2015, and 5,762,000 stock options outstanding with an average
exercise price of $0.57, expiring at various dates until August 2019.

FINANCIAL RISK FACTORS

The Company thoroughly examines the various financial risks to which it is exposed and assesses the impact and likelihood of
those risks. These risks include liquidity risk, currency risk, credit risk and interest rate risk. Where material, these risks are

reviewed by the board of directors.

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company’s
ability to continue as a going concern is dependent on management’s ability to raise the funds required for continued

operations through future financings (see ‘Going Concern Assumption’ section).

The following table summarizes the contractual maturities of the Company’s financial liabilities at December 31, 2014:

Carrying Settlement Within Over

amount amount 1 year 2-3 years 3 years

$ $ $ $ $

Accounts payable and accrued liabilities 2,641,815 2,641,815 2,641,815 - -
Balance of purchase price payable 1,818,510 2,500,000 - 1,250,000 1,250,000
4,460,325 5,141,815 2,641,815 1,250,000 1,250,000

12
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Currency Risk

In the normal course of operations, the Company is exposed to currency risk on purchases that are denominated in a currency
other than the respective functional currencies of each of the entities within the consolidated group. The currencies in which
these transactions are denominated are primarily the US dollar. The consolidated entity seeks to minimize its exposure to
currency risk by monitoring exchange rates and entering into foreign currency transactions that maximize the consolidated
entity’s position. The consolidated entity does not presently enter into hedging arrangements to hedge its currency risk. All
foreign currency transactions are entered into at spot rates. The board of directors considers this policy appropriate, taking into
account the consolidated entity’s size, current stage of operations, financial position and the board’s approach to risk
management. At December 31, 2014, assets and liabilities denominated in a foreign currency consisted of cash of $6,755 and
accounts payable and accrued liabilities of $67,607. The impact on profit or loss of a 10% increase or decrease in foreign
currencies against the Canadian dollar would be approximately $6,100.

Credit Risk

At December 31, 2014, the Company’s financial assets exposed to credit risk are primarily composed of cash. To mitigate
exposure to credit risk, the Company has established a policy to ensure counterparties demonstrate minimum acceptable
credit worthiness, and to ensure liquidity of available funds. The Company’s cash is held with large financial institutions, with

most of the Company’s cash held with a Canadian-based financial institution.

Interest Rate Risk

The Company’s interest rate risk relates to cash. The Company's current policy on its cash balances is to invest excess cash
in guaranteed investment certificates or interest bearing accounts with major Canadian-based chartered banks. The Company
regularly monitors compliance to its cash management policy. Cash is subject to floating interest rates. Sensitivity to a plus or
minus 1% change in interest rates would affect profit or loss by approximately $6,500. Given that the promissory note bears
interest at a fixed rate, future cash flows related to the promissory note will not fluctuate due to changes in interest rate.

However, changes to market interest rates expose the Company to variations in fair value.

13
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OTHER RISKS AND UNCERTAINTIES

The Company is subject to a number of significant risks and uncertainties which include but are not limited to the nature of its
business and the present stage of exploration and development of its mineral projects, the requirement for additional funds to
settle its current obligations, to complete its acquisitions and to pursue its exploration and development activities on all its
projects. Failure to successfully address such risks and uncertainties could have a significant negative impact on the
Company’s overall operations and financial condition and could materially affect the value of the Company’s assets and future
operating results. Therefore, an investment in the securities of the Company involves significant risks and should be
considered speculative. The risks and uncertainties described herein are not necessarily the only ones that the Company
could be facing. The Company cannot give assurance that it will successfully address these risks or other unknown risks that
may affect its business. Readers should carefully consider the risks and uncertainties described below.

Company Specific Risks

+  The Company may be unable to continue funding the exploration and development of its projects and achieve its
business objectives and milestone.

+ The Company may be unable to complete the acquisition of the White Pine Project if it cannot meet the final closing
conditions; this would force the Company to refund the $10 million deposit on sale of a royalty to Osisko.

*  The Company is subject to environmental risks related to the fact that the White Pine Project is subject to a consent
decree and, as part of the acquisition of White Pine, the Company may have to assume certain environmental
responsibilities related to the closure of the former White Pine Mine.

+ The Company may be unable to complete a feasibility study on the Keweenaw Project by October 26, 2015 and
acquire a 65% interest in the Keweenaw Project.

*« The Company is taking steps to verify title to the mineral properties in which it has an interest but at this time it
cannot confirm ownership of all its mineral interests. Property title may be subject to unregistered prior agreements
and non-compliance with regulatory requirements.

«  Future issuance of common shares into the public market may result in dilution to the existing shareholders.

* There is no assurance that minerals will be discovered in sufficient quantities to justify commercial operations and
the projects may not be economically viable.

»  The Company'’s exploration activities are subject to certain environmental liabilities.

+  The Company may not obtain all necessary permits to conduct its activities and operate a mine.

*+ The Company faces substantial competition within the mining industry from other mineral companies with much
greater financial and technical resources.

«  The Company has no experience in mine production.

*+ The Company has no history of earnings and does not expect to receive revenues from operations in the
foreseeable future; the Company may never achieve profitability, which may cause the market price of the
Company’s common shares to decline.

»  Certain directors and senior officers of the Company also serve as officers and/or directors of other mineral resource
companies, which may give rise to conflicts.

14
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Industry Risks

e Mineral exploration and development is a high risk, speculative business. Few properties that are explored are
ultimately developed into producing mines.

e Mineral exploration is subject to geological uncertainties and interpretation.

e Mineral exploration is subject to numerous industry operating hazards and risks, many of which are beyond the
Company’s control.

e Substantial expenditures are required to explore mineral projects, define mineral resources, and complete all
metallurgical, engineering, environmental, financial and other studies required to complete a feasibility study.

e Changes in mining and environmental laws.

e Necessary permits to operate may not be granted or may be granted later than anticipated.

e Current economic uncertainties globally have created market volatility and risk aversion among investors, limiting
capital raising options.

e Commodity prices including the price of copper have fluctuated widely in the past and are expected to continue to do
so in the future.

e Mining operations including exploration and development activities are subject to numerous laws and regulations.

e Title to mineral rights and surface rights may be disputed.

e Social and environmental groups may be opposed to the development of mining projects.

Cautionary Note Regarding Forward-Looking Information

This MD&A contains “forward-looking information” within the meaning of applicable Canadian securities laws. Forward-looking
information is based on the reasonable assumptions, estimates, analysis and opinions of management made in light of its
experience and its perception of trends, current conditions and expected developments, as well as other factors that
management believes to be relevant and reasonable in the circumstances at the date that such statements are made.
Forward-looking information is inherently subject to known and unknown risks, uncertainties and other factors that may cause
the actual results, level of activity, performance or achievements of the Company to be materially different from those

expressed or implied by the forward-looking information.

Specifically, this MD&A contains forward-looking information regarding the Company’s plans going forward including plans to
complete the proposed Offering at the expected price and size, and timing of completion of the Offering to fund the Company’s
activities and to meet its current obligations, plans to complete the acquisition of the White Pine Project and of a 65% interest
in the Keweenaw Project, and plans to complete technical studies, a second phase drilling program and a resource estimate at
White Pine North. Other forward looking information in this MD&A includes, but is not limited to, forward-looking information
with respect to the requirement for additional capital and other statements relating to the financial and business prospects of

the Company.

There can be no assurance that the Company will be successful in its efforts to complete its plans and achieve its objectives
and that such forward-looking information will prove to be accurate. Actual results could differ materially from those currently
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anticipated due to any number of factors, including the inability of the Company to secure the funds necessary to meet its
plans and obligations, the inability to complete a resource estimate and technical studies, the conclusions of such studies, and
other variables such as lower than expected grades and quantities of resources, changes in demand for and prices of copper,
mining rates and recovery rates, legislative, environmental and other regulatory approval or political changes.

Accordingly, readers should not place undue reliance on forward-looking information. The Company undertakes no obligation
to update publicly or otherwise revise any forward-looking information, except as may be required by law.

Additional Information and Continuous Disclosure

This MD&A has been prepared as at February 26, 2015. Additional information on the Company is available through regular
filings of press releases, financial statements and MD&A on SEDAR (www.sedar.com) and on the Company’s website
(www.highlandcopper.com).

16



	Highland FS _DEC_2014
	Highland MDA_DEC_2014

