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OUR COMPANY

Torex is an emerging infermediate gold producer
based in Canada, engaged in the exploration, de-
velopment and operation of its 100% owned More-
los Gold Property, an area of 29,000 hectares in the
highly prospective Guerrero Gold Belt located 180
kilometers southwest of Mexico City. Within this prop-
erty, Torex has the El Limén Guajes Mine, which an-
nounced commercial production in March of 2016
and the Media Luna Project, which is in an early
stage of development, and for which the Company
issued a preliminary economic assessmnent (PEA) in
2015.The property remains 75% unexplored.
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On behalf of the nearly 600 truly remarkable individuals
comprising the Torex teams, | am pleased to welcome
you to our second annual corporate responsibility report.
The report summarizes our corporate responsibility perfor-
mance in 2016 and provides an overview of our goals for
2017.

To mark this important achievement, | would like to take
this opportunity to reflect on the Torex approach to do-
ing business, which | believe is what makes Torex such a
successful and exciting company. Key to this approach is
understanding what | believe is a fundamental question
for our business, namely why do we do what we do?

However, it is with heavy hearts that we must first report a
fatality at our operations in October 2016. Mr. Jose Manuel
Martinez, an employee of one of our contractors, died af-
ter being struck by falling rock while working in one of our
open pits. Our thoughts and prayers continue to be with
Mr. Martinez’ family and friends. In the safety and health
section of this report, we outline some of the steps we
have taken to prevent such tfragedies.

At Torex, we strive to mine responsibly, to improve lives by
creating wealth, and provide metals that society needs to
develop. We believe that we have extraordinary capabil-
ities to contribute to sustainable development and help
society advance. By doing so, we become much more
than just a mining company.

This is especially frue today as companies are widely rec-
ognized as crucial partners in helping achieve the United
Nations Sustainable Development Goals (SDGs). In fact,
there is a growing consensus that mining companies -
particularly ones operating in the developing world - can
help contribute to achieving all 17 of the SDGs.

The year 2016 was fruly exciting for Torex. Operationally,
we achieved our target of selling 275,000 ounces of gold,
while successfully managing the inevitable complexities
that come with a world-class mining project. The year
2017 promises to be equally exciting, especially given the
results of the *Sub-Sill" exploration program.

We will look forward to working with our teams, local com-
munities, government partners, contractors, and all other
stakeholders to achieve continued, shared success. We
will remain firm in our conviction that - together - we
can improve lives, create wealth and provide society with
needed metals, through the application of responsible
mining practices.

L

President and Chief Executive Officer
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OUR
PPROACH

Innovation and thinking differently are part of our DNA,
which enables us to deliver value for all our stakeholders
in challenging situations. This approach is guided by a sys- Trustworthy H Untrustworthy
tems leadership model that recognizes our social strategy
as a key competitive advantage.

The values continua is central to this approach. We strive
to always be on the left side of the continua. When we are,
our stakeholders tend to follow our lead, are engaged, and
share in our company’s pursuit of success.

Loving Unloving

We have developed comprehensive management sys- Courageous Cowardly
tems to deliver on this approach. The systems are designed
so that all stakeholders should experience them on the left

side of the values continua. Specific systems have been

developed to manage environmental and social risks, Dignifying €3 Disrespectful

while simultaneously creating shared value for stakehold-
ers. Examples of these management systems include:

» Safety and health
* Environmental Honest
* Stakeholder and social responsibility
* People Management

Dishonest

The systems are implemented by speciadlist personnel atf
both the corporate and site-level. Additionally, we have
multiple Board-level committees that work with senior man-
agement to provide strategic guidance and oversight in
these areas.

Fair Unfair
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We strive to operate with high standards related to cor-
porate responsibility and have implemented a variety of
international corporate responsibility standards to help
drive performance excellence. These include the Equator
Principles (EP) and the International Finance Corporation
(IFC) Performance Standards on Environmental and So-
cial Sustainability.

Additionally, we adhere to multiple, issue-specific, inter-
national practices. For example, we adhere to the United
Nations Guiding Principles on Human Rights to address
human rights considerations across our business.

We have a variety of corporate policies that formalize our
commitments into our business approach and manage-
ment systems. The policies are approved by our Board of
Directors. Key policies include:

* Anti-Bribery and Anti-Corruption

* Code of Business Conduct and Ethics
* Environmental Protection

» Safety and Health

* Social Harmony and Human Rights

* Whistleblower

To access the policies, click here.

Continual improvement is central to our approach to cor-
porate responsibility. Therefore, we commit to setting an-
nual goals and targets related to our corporate respon-
sibility performance. The table below summarizes these
goals. Additional details can be found in the various sec-
tions throughout this report.

AREA

Safety and Health

Environment

Community Relations

Human Rights

GOALS

LTIFR of <2

Zero fatalities

Zero spills to the downstream
water courses

Work to improve grievance
management systems to help
ensure that complaints are
resolved in a timely manner

Business interruption action
threats less than 4 per year

Zero violations of human rights by
MML and confractors

Annual training in the voluntary
principles on human rights for our
security teams


https://www.torexgold.com/corporate/corporate-policies
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At Torex, we believe that our people and our teams are
our greatest assets and the foundations of our business
success. We strive to create a workplace experience that
enables all employees to willingly give their best.

In 2016, we employed nearly 600 people across our busi-
ness. Of these, approximately 99% are from Mexico, 66%
are from the state of Guerrero, and 52+% are from local
communities. This represents approximately USS50M in
total salaries paid.

In line with our systems leadership approach, we created
and implemented an innovative set of human resource
management systems that we believe will help us to im-
prove our productivity by as much as 30-50%. The system is
based on four key principles, namely meritocracy, simplic-
ity, clarity, and mutuality.

Each year, we implement a comprehensive social fraining
program called Working Together to embed a culture of
teamwork across our business. The training is focused on

how to work collaboratively in a safe and productive work
environment. The fraining is co-facilitated by senior lead-
ers and features a combination of theory and hands-on
learning via team exercises. Honesty, dignity, and fairness
are key values that are promoted during the training.

We encourage diversity throughout our workforce and
commit to reporting on key diversity indicators annually.
In 2016, approximately 13% of our workforce was female.
Although modest, this is an important figure given that
employment in the mining sector is typically dominated
by males.

We invest in our people to help them develop and reach
their full potential. To do so, we conduct a variety frain-
ing for our employees. In 2016, our employees completed
over 60,000 hours of training, primarily focused on safety,
role-specific, and operational systems We also provide
ongoing professional development opportunities for our
employees.






At Torex, the safety of our employees is our top priority.
Our approach to safety is guided by the principle of ‘zero
harm’, because we believe that our employees should go
home after working safely for every shift. We believe that
a strong safety culture is key to providing a work environ-
ment where employees can give their best.

These values and commitments are enshrined in our
Code of Business Conduct and Ethics as well as our cor-
porate Safety and Health Policy. They are also reflected in
our safety motto 'Si no es seguro, no lo hagas’ (If it is not
safe, don’t doit”).

We provide ongoing training to empower all our employ-
ees to make safety a critical part of their work. In 2016,
many of the 60,000 hours of training for our employees
were safety-focused.

We measure our safety and health performance through
several key performance indicators (KPIs). We believe that
these KPIs are, in turn, key indicators of our overall success
as a company.

In 2016, we recorded a lost time injury frequency rate (LTI-
FR) of 1.36 per million hours worked, which is lower than
our stated goal of less than 2 LTIs per million hours worked.
This achievement is testament to the strong safety com-
mitment of everyone at Torex.

However, this success is overshadowed by a fatal accident
that occurred at our operations in October 2016. Mr. Jose
Manuel Martinez, an employee of one of our contractors,
was caught in a rock fall while working in one of our pits
and died of the injuries received. In response, we imple-
mented several actions to suppliment our risk mitigation
plan for rockfall hazards, including additional technical
safeguards and additional employee fraining.

Confinual improvement in our performance is central to
our approach to safety and health. Therefore, we set an-
nual safety performance goals. For 2017, we will target a
LTIFR of less than two and zero fatalities at our operations.
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At Torex, we pride ourselves of the progress we have made
in our community relationships since acquiring the mining
project. This success is underpinned by our belief that lo-
cal communities and their leaders are critical partners in
the ongoing development and delivery of our projects. As
such, we are committed to establishing productive and
lasting relationships with our local stakeholders.

We believe that transparency is a key pathway to frust
and a cornerstone of constructive stakeholder relation-
ships. Therefore, we proactively engage with our local
partners to seek their input, obtain feedback, and address
concerns. We have agreements in place with local Ejidos,
which have been instrumental in helping us to advance
our projects. In 2016, we conducted over 200 formal con-
sultations with local stakeholders.

We have a local grievance mechanism in place, which
aims o provide local stakeholders with a prompt, fair, easy,
and transparent mechanism to make claims regarding al-

leged damages they may suffer due to MML operations.
In 2016, we received 31 complaints, of which 26 were
resolved within the same year. Remedial work was con-
ducted where damages were found to be a result of MML
operations. In 2017, we will work fo improve our grievance
management systems to help ensure that complaints are
resolved in a fimely manner.

While we strive to maximize the positive impacts our op-
erations, we recognize that not all stakeholders will ben-
efit equally. In 2016, a small minority of stakeholders es-
tablished an illegal blockade as a tactic because they
believe they should receive more money from the mine.
This illegal action was resolved peacefully with Mexican
authorities. We continue to work with the government to
improve social services in the area and fo provide con-
sequences for those that choose to pursue these illegal
blockade actions.



We believe that local stakeholders should share in the suc-
cess of our business. Therefore, we implement a variety of
local content measures to help retain and maximize the
benefits of our operations for local stakeholders.

Local Employment

We believe that the employment we generate is one of
the most significant benefits of our operations. It is one of
the primary ways in which we can help improve the lives of
individuals, their families, and their communities.

Therefore, we have a preferential hiring process in place
to help ensure that employment at our operations s filled
by members of local communities as much as possible.
When a position becomes available, our Human Resources
teams first seek local - and then regional - candidates. In
addition, all unskilled positions are filled locally. We also im-
plement local fraining initiatives to help local stakeholders
acquire the required skills to fill positions. To date, some 3000
frainees have participated in the program.

Because of these measures, over 52% of our employees are
from local communities and 66% are from Guerrero. In total,
over 99% of our employees are from Mexico. In 2017, we
will continue to seek ways to increase local employment
within our company.

Local Procurement

Our operations are one of the primary drivers of economic
growth and development in local communities and region-
ally, including our direct operations as well as the indirect,
spinoff economic activity that is generated. Therefore, we
implement a local procurement strategy to help spur the
creation and growth of local businesses.

In 2016, we formalized our local procurement procedures
for distribution to local communities, so providing local
stakeholders with a clear and streamlined approach to
seling goods and services to the company. In 2016, over
$§124M in procurement was provided by Mexican firms, rep-
resenting 90% of our total procurement value.



We believe that we can serve as an important catalyst for
local community and economic development. By doing
5o, we help build healthy and vibrant communities and, in
turn, leave a lasting, positive legacy for our company.

MML Development Foundation

In 2016, we began to pay royalties on gold produced, some
of which will be used to fund development within local
communities through a fund developed by the Mexican
government. However, these funds will not be available un-
fil later in 2017. In 2016, we established the MML Develop-
ment Foundation, which helped bridge the gap between
community development needs and the availability of the
royalty funds for development.

The Foundation was funded with MXP20 per ounce of gold
produced, with MXP5.5M contributed in 2016. The funds
were invested in projects selected by the local communi-
fies ranging from roads to public toilets.

Sustainable Fisheries

Mining operations have a finite life. Therefore, we imple-
ment a variety of sustainable livelihoods programs to diver-
sify economic development and provide long-term bene-
fits lasting beyond the mine.

In collaboration with the Government of Guerrero and
the federal agencies responsible for fisheries, our ECconom-
ic Development tfeam conducts a sustainable livelihoods
program with local fishermen operating around the El
Limdn Guaijes project area. Torex contributes coordination,
capacity-building, and other support (e.g. mdédulos dem-
ostrativos) to the project.

Since the program’s inception in 2013, 11 fishing coop-
eratives have been set up, which are the first fo do so in
the area. To date, some 2,720,000 hatchlings have been
released into the lake (Pesa Caracol).
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We believe that environmental management is central to
our overall operations. Therefore, we embed environmen-
tal considerations throughout all stages of the mining life
cycle, from exploration through to operations and closure.
By doing so, we help preserve the surrounding environment
for future generations.

Innovation in Project Design

We pride ourselves on challenging conventional ap-
proaches to mine and project design, including to minimize
our environmental footprint. For example, ore from our pits
is fransported via a rope conveyor rather than the tradition-
al method of transporting via haul frucks. By doing so, we
do not need to disturb land o build haul roads.

We filter our tailings before they are placed on the filtered
tailings storage facility. This removal of the water allows us
to place the tailings in the storage facility without the need
for dams. Our tailings filter system is one of the largest in the
world and it allows us to reduce the risk in the development
of a tailings storage facility in a highly seismic area.

Environmental Management and Performance

We implement a comprehensive environmental man-
agement system to avoid, minimize, and mitigate adverse
environmental impacts. The system is aligned with the In-
ternational Finance Corporation (IFC) Performance Stan-
dard 1: Environmental and Social Risks and Impacts.

We commit to meeting and, where possible, surpassing
regulatory requirements related to the environment. We
are pleased to report that there were zero reportable envi-
ronmental incidents at our operations in 2016. We also met
a full 100% of our regulatory compliance requirements. As
such, we did not receive any enforcement actions and/or
fines.

We also commit to continual improvement in our environ-
mental performance. To drive this, we have developed
a set of key performance indicators (KPIs), which help us
frack our performance and set goals. Key metrics include
data related to:

* Air quality

* Water quality

* Land disturbance

* Chemical consumption

* Noise and vibration levels

In 2016, our primary environmental goal will be zero spills
impacting downstream water bodies.

Greenhouse gas production for 2016 was about 105kt.



We recognize that our operations have the potential
to impact human rights both positively and negatively.
Therefore, in our Policy on Social Harmony and Human
Rights, we commit to embedding human rights consider-
ations across our business.

Our approach is aligned with the United Nations Guiding
Principles on Business and Human Rights: We recognize
that we have a responsibility o respect the human rights
of stakeholders within our sphere of influence. To achieve
this, our policies and procedures on human rights are
aligned with the *do no harm’ principle. We also conduct
due diligence to address human rights considerations.

Under the Guiding Principles, companies must apply ap-
propriate and effective remedies where they cause or
contribute to negative human rights impacts. Therefore,
we have intfegrated a formal human rights grievance
mechanism into our existing community relations pro-
grams.

In 2016, there were no human rights claims against our
company.

Additionally, we recognize that we have a responsibility
to prevent and mitigate negative human rights impacts
that arise from our business relationships. Therefore, in 2016,
we commissioned an independent human rights review of
our top suppliers of goods and services.

The review uncovered some minor human rights concerns
and risks, all of which were determined to be of low signif-
icance. However, corrective actions were taken to help
ensure that negative human rights impacts do not arise
from these relationships. By conducting the due diligence
- and taking appropriate corrective actions - we can ‘dis-
charge’ our human rights responsibilities in relation to our
supply chain.

We believe that we have extraordinary opportunities to
positively affect human rights in our sphere of influence.
For example, our operations provide employment oppor-
tunities for local stakeholders, which, in turn, helps improve
living stfandards. By investing in educational initiatives, we
help promote the right to education. By supporting com-
munity water projects, we support the right to clean water.
In 2017, we will continue to seek ways in which we can
help promote the enjoyment of human rights.



Mine operations sometimes require land acquisition, restric-
fions on land use, and, in some cases, resettlement. Our re-
settflement projects comply with the International Finance
Corporation Performance Standard 5 on Land Acquisi-
tion and Involuntary Resettlement. Key to this approach is
avoiding resettlement wherever feasible and restoring or
improving the livelihoods and standards of living of reset-
fled communities.

In April 2016, we successfully completed the resettlement
of the Real de Limon community. This was the second reset-
Hlement project undertaken by Torex and followed the suc-
cessful resettlement of the La Fundicién community in 2015.
The Real de Limon resettlement was completed during an
illegal blockade of the site and is festament to the collab-
oration between the Real de Limon community and Torex
Community Relations tfeam.

We moved 67 families comprising about 300 people. The
new community of Real de Limon has paved streets, street
lights, potable water, and a sewage treatment system that
discharges info a wetland.

Additionally, the community has public buildings to serve
educational needs, including a kindergarten, and elemen-
tary school, and has access to a secondary school shared
with La Fundicién. Offices for the Municipal and Ejidal au-
thorities were provided as were recreational facilities, such
as a basketball court and a children’s playground. A Cath-
olic Church and Jehovah's Witness temple were also con-
structed.

We continued fo work with the communities of La Fundicidon
and Real de Limon as they became accustomed to their
new houses. Each of the new owners has been provided
with legal fitle to their new home and the Municipality of
Cocula has formally accepted responsibility for the main-
tfenance and operation of the community infrastructure.

Our presence in the area allows us to foster constructive,
lasting relationships with our resettled communities. In 2017,
we will continue to develop and implement the associated
livelihood restoration programs, and we will audit our reset-
flement process against the IFC Performance Standard 5.






Disclaimer

This report may contain “forward-looking statements” and
*forward-looking information” within the meaning of Ca-
nadian securities legislation. Forward-looking statements
relate to future events or the anticipated performance of
the Company. Forward-looking statements include, but
are nof limited to, achieving full production to become an
intermediate gold producer, the safety and health, envi-
ronment, human rights, and community relations targets,
the establishment of a permanent security force in the re-
gion, the advantages of RopeCon and the dry-stack tail-
ings, and security and access to the ELG Mine. Generally,
forward-looking information can be identified by the use
of forward-looking terminology such as “plans”, “expects”,
“believes”, “target” or variations of such words and phras-
es or state that certain actions, events or results “will” or
*will be taken”, *occur”, or “be achieved”. Forward-look-
ing information is subject to known and unknown risks, un-
certainties and other factors that may cause the actual
results, level of activity, performance or achievements of
the Company to be materially different from those ex-
pressed or implied by such forward-looking statements
or information, including those risk factors identified in
the Company’s annual information form and manage-
ment’s discussion and analysis which are available on the
Company’s website www.torexgold.com and SEDAR at
www.sedar.com.
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