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ITEM 1 GENERAL

1.1 Date of Information

All information in this Annual Information Form (“AIF”) is as of March 31, 2021, unless otherwise indicated.
1.2 Forward Looking Statements

Certain statements and information in this AIF for Silvercorp Metals Inc. (“Silvercorp” or the “Company”)
constitute “forward-looking statements” within the meaning of the United States Private Securities
Litigation Reform Act of 1995 and “forward-looking information” within the meaning of applicable Canadian
provincial securities laws. All statements and information concerning mineral resource and mineral
reserve estimates may also be deemed to constitute “forward-looking statements” to the extent that they
involve estimates of the mineralization that will be encountered if the property is developed. Any
statements or information that express or involve discussions with respect to predictions, expectations,
beliefs, plans, projections, objectives, assumptions or future events or performance (often, but not always,
using words or phrases such as “expects”, “is expected”, “anticipates”, “believes”, “plans”, “projects”,
“estimates”, “assumes”, “intends”, “strategies”, “targets”, “goals”, “forecasts”, “objectives”, “budgets”,
“schedules”, “potential” or variations thereof or stating that certain actions, events or results “may”, “could”,
“would”, “might” or “will” be taken, occur or be achieved, or the negative of any of these terms and similar
expressions) are not statements of historical fact and may be forward-looking statements or information.
Forward-looking statements or information relate to, among other things: the price of silver, lead, zinc and
other metals; the accuracy of mineral resource and mineral reserve estimates at the Company’s material
properties; estimated production from the Company’s mines in the Ying Mining District (defined herein) and
from the GC Mine; availability of funds from production to finance the Company’s operations; access to and
availability of funding for future construction and development of the Company’s properties or for
acquisitions; and other forecasts and predictions with respect to the Company and its properties.

Forward-looking statements are based on the opinions, assumptions, factors and estimates of
management considered reasonable at the date the statements are made. The opinions, assumptions,
factors and estimates which may prove to be incorrect, include, but are not limited to: the specific
assumptions set forth in this AIF, or incorporated by reference herein; the expectations and beliefs of
management; that prices for minerals, particularly silver, gold, lead and zinc remain consistent with the
Company's expectations; that there are no significant disruptions affecting operations, including labour
disruptions, supply disruptions, power disruptions, security disruptions, damage to or loss of equipment,
whether due to flooding, political changes, title issues, intervention by local communities, environmental
concerns, pandemics (including COVID-19) or otherwise; that operations, development and exploration at
the Company's projects proceed on a basis consistent with expectations and the Company does not
change its development and exploration plans and forecasts; that prices for key mining supplies, including
labour costs and consumables remain consistent with the Company's current expectations; that plant,
equipment and processes will operate as anticipated; that there are no material variations in the current
tax and regulatory environment or the tax positions taken by the Company; that the Company will maintain
access to surface rights; that the Company will be able to obtain and maintain government approvals,
permits and licenses in connection with its current and planned operations, development and exploration
activities; that the Company is able to meet current and future obligations; and that the Company can
access adequate financing, appropriate equipment and sufficient labour, all at acceptable rates.

Forward-looking statements or information are subject to a variety of known and unknown risks,
uncertainties and other factors that could cause actual events or results to differ from those reflected in the
forward-looking statements or information, including, without limitation, risks relating to the matters
described in this AIF under Item 4.4 Risk Factors under the following headings: COVID-19; fluctuating
commodity prices; recent market events and condition; estimation of mineral resources, reserves and



mineralization and metal recovery; interpretations and assumptions of mineral resource and mineral
reserve estimates; exploration and development programs; economic factors affecting the Company;
timing, estimated amount, capital and operating expenditures and economic returns of future production;
integration of future acquisitions into existing operations; permits and licences for mining and exploration in
China; title to properties; non-controlling interest shareholders; acquisition of commercially mineable
mineral rights; financing; competition; operations and political conditions; regulatory environment in China;
regulatory environment in Mexico; environmental risks; dependence on management and key personnel;
foreign exchange rate fluctuations; insurance; risks and hazards of mining operations; conflicts of interest;
internal control over financial reporting as per the requirements of the Sarbanes-Oxley Act; outcome of
current or future litigation or regulatory actions; bringing actions and enforcing judgments under U.S.
securities laws; cyber-security risks; the Company’s investment in New Pacific Metals Corp; and the
Company's investment in Whitehorse Gold Corp.

This list of risk factors described in this AlF the Company's other disclosure documents are not exhaustive
of the factors that may affect any of the Company’s forward-looking statements or information. Forward-
looking statements or information are statements about the future and are inherently uncertain, and actual
achievements of the Company or other future events or conditions may differ materially from those reflected
in the forward-looking statements or information due to a variety of risks, uncertainties and other factors,
including, without limitation, those referred to in this AIF under the heading “Risk Factors” and elsewhere.
Although the Company has attempted to identify important factors that could cause actual results to differ
materially, there may be other factors that cause results not to be as anticipated, estimated, described or
intended. Accordingly, readers should not place undue reliance on forward-looking statements or
information.

The Company’s forward-looking statements and information are based on the assumptions, beliefs,
expectations and opinions of management as of the date of this AIF, and other than as required by
applicable securities laws, the Company does not assume any obligation to update forward-looking
statements and information if circumstances or management's assumptions, beliefs, expectations or
opinions should change, or changes in any other events affecting such statements or information. For the
reasons set forth above, investors should not place undue reliance on forward-looking statements and
information.

13 Cautionary Note to U.S. Investors Concerning Preparation of Mineral Resource and Mineral
Reserve Estimates

This AIF has been prepared in accordance with the requirements of the securities laws in effect in Canada,
which differ from the requirements of the United States Securities and Exchange Commission’s (the “SEC”).
The terms “mineral resources”, “measured mineral resources”, “indicated mineral resources” and “inferred
mineral resources” used in this AIF are in reference to the mining terms defined in the Canadian Institute
of Mining, Metallurgy and Petroleum Standards (the “CIM Standards”), which definitions have been adopted
by National Instrument 43-101 Standards of Disclosure for Mineral Projects (“NI 43-101”). Accordingly,
information contained in this AIF providing descriptions of the Company’s mineral deposits in accordance
with NI 43-101 may not be comparable to similar information made public by other public companies subject

to the technical disclosure requirements of the SEC.

Readers are cautioned not to assume that all or any part of mineral resources will ever be converted into
reserves. Pursuant to CIM Standards, "inferred mineral resources" are that part of a mineral resource for
which quantity and grade or quality are estimated on the basis of limited geological evidence and sampling.
Such geological evidence is sufficient to imply but not verify geological and grade or quality continuity. An
inferred mineral resource has a lower level of confidence than that applying to an indicated mineral resource
and must not be converted to a mineral reserve. However, it is reasonably expected that the majority of
inferred mineral resources could be upgraded to indicated mineral resources with continued exploration.
Under Canadian rules, estimates of inferred mineral resources may not form the basis of feasibility or pre-
feasibility studies, except in rare cases. Investors are cautioned not to assume that all or any part of an
inferred mineral resource is economically or legally mineable.



Canadian standards, including the CIM Standards and NI 43-101, differ significantly from standards in the
SEC’s Industry Guide 7 (“Guide 7”) under the United States Securities Act of 1933, as amended. Effective
February 25, 2019, the SEC adopted new mining disclosure rules under subpart 1300 of Regulation S-K of
the United States Securities Act of 1933, as amended (the "SEC Modernization Rules"), with compliance
required for the first fiscal year beginning on or after January 1, 2021. The SEC Modernization Rules
replace the historical property disclosure requirements included in Guide 7. As a result of the adoption of
the SEC Modernization Rules, the SEC now recognizes estimates of "measured mineral resources”,
“indicated mineral resources" and "inferred mineral resources". In addition, the SEC has amended its
definitions of "proven mineral reserves" and "probable mineral reserves" to be substantially similar to
corresponding definitions under the CIM Standards. During the period leading up to the compliance date
of the SEC Modernization Rules, information regarding mineral resources or reserves contained or
referenced in this AIF may not be comparable to similar information made public by companies that report
according to U.S. standards. While the SEC Modernization Rules are purported to be "substantially similar”
to the CIM Standards, readers are cautioned that there are differences between the SEC Modernization
Rules and the CIM Standards. Accordingly, there is no assurance any mineral reserves or mineral
resources that the Company may report as "proven mineral reserves"”, "probable mineral reserves",
"measured mineral resources”, "indicated mineral resources" and "inferred mineral resources" under NI 43-
101 would be the same had the Company prepared the reserve or resource estimates under the standards
adopted under the SEC Modernization Rules.

14 Currency

All sums of money which are referred to herein are expressed in lawful money of the United States, unless
otherwise specified. The symbol “CAD$” denotes lawful money of Canada and “RMB” denotes lawful
money of the People’s Republic of China. The following table sets forth, for each of the periods indicated,
the year-end exchange rate, the average closing rate and the high and low closing exchange rates for one
Canadian dollar expressed in U.S. dollar, as quoted by the Bank of Canada:

Year Ended March 31,

2021 2020 2019

High.............. 0.8029 0.7710 0.7967
LOW...oocereree 0.7034 0.6898 0.7330
Average........ 0.7575 0.7514 0.7625

Period End 0.7952 0.7049 0.7483

The exchange rate for one Canadian dollar expressed in U.S. dollar based upon the daily average
exchange rate on June 21, 2021 provided by the Bank of Canada was $0.8080.

The following table sets forth, for each of the periods indicated, the year-end exchange rate, the average
closing rate and the high and low closing exchange rates for one Canadian dollar expressed in Chinese
Renminbi (“RMB”), as quoted by the Bank of Canada:



Year Ended March 31,

2021 2020 2019

High.............. 5.2854 54142 5.3648
LOW....oceeeeee. 49950 4.8591 4.8662
Average........ 5.1285 5.2330 5.1149

Period End 52110 4.9950 5.0226

The exchange rate for one Canadian dollar expressed in RMB, based upon the daily average exchange
rate on June 21, 2021 provided by the Bank of Canada, was RMB 5.2247.

ITEM 2 CORPORATE STRUCTURE
21 Names, Address and Incorporation

Silvercorp was formed as Spokane Resources Ltd. pursuant to an amalgamation of Julia Resources
Corporation and MacNeill International Industries Inc. under the Company Act (British Columbia) on
October 31, 1991. By a special resolution dated October 5, 2000, Spokane Resources Ltd. consolidated
its share capital on a ten for one basis and altered its Memorandum and Articles of Incorporation by
changing its name to “SKN Resources Ltd.” At the Company’s Annual and Special General Meeting held
October 20, 2004, the shareholders approved an increase to the Company’s authorized capital to an
unlimited number of common shares (each, a “Common Share”) and adopted new Articles consistent with
the transition to the Business Corporations Act (British Columbia) and passed a special resolution to change
the Company’s name. On May 2, 2005, the Company filed a Notice of Alteration with the British Columbia
Registrar of Companies changing its name from “SKN Resources Ltd.” to “Silvercorp Metals Inc.” The head
office, principal address and registered and records office of the Company is located at 1750 — 1066 West
Hastings Street, Vancouver, British Columbia, V6E 3X1. The Company’s shares are listed for trading on
the Toronto Stock Exchange (the “TSX”) and the NYSE American, both under the symbol “SVM”. The
Company is a reporting issuer in British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, Quebec,
New Brunswick, Nova Scotia, Prince Edward Island, and Newfoundland and Labrador.



2.2

Intercorporate Relationships

The corporate structure of the Company and its subsidiaries with mineral property interests as at the date

of this AIF are as follows:
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The Company is the sole shareholder of Fortune Mining Limited (“Fortune”) which was incorporated under
the laws of BVI on August 23, 2002 to be the holding company of several other subsidiaries which are
parties to agreements relating to mineral properties in China. Fortune owns 100% of the following material

subsidiary companies:




(a) Victor Mining Ltd. (“Victor Mining”) was incorporated on October 23, 2003 under the laws of BVI
and continued into Barbados on August 27, 2009 and back to the BVI on March 18, 2016. Victor
Mining is a party to a cooperative agreement under which it has earned a 77.5% interest in Henan
Found Mining Co. Ltd. (“Henan Found”), the Chinese company holding, among other assets: (i) the
Ying silver, lead and zinc project (“SGX Mine”); (ii) the project in Tieluping (“TLP Mine”); (iii) the
project in Hou Zhang Gou and Po Cai Gou (“HZG Mine”); (iv) the project in Longmen East (“LME
Mine”); and (v) the project in Dong Cao Gou (“DCG Mine”), each in Henan Province.

(b) Victor Resources Ltd. (“Victor Resources”) was incorporated on May 30, 2003, under the laws of
the BVI and is a party to a cooperative agreement under which it earned an 80% interest in Henan
Huawei Mining Co. Ltd. (“Henan Huawei”), the Chinese company holding the beneficial interests
in: (i) the project in Haopinggou (“HPG Mine”); and (ii) the project in Longmen East (‘LME Mine”).

(c) Yangtze Mining Ltd. (“Yangtze Mining”) was incorporated on February 11, 2002, under the laws of
the BVI. It holds a 100% interest in Yangtze Mining (H.K.) Ltd. (“Yangtze Mining HK”). Yangtze
Mining HK holds a 95% interest in Guangdong Found Mining Co. Ltd. (“Guangdong Found”), a
company incorporated on October 26, 2008 under the laws of the People’s Republic of China, that
holds a 100% interest in the silver, lead and zinc exploration permits on the project in Gaocheng
(the “GC Mine” or “Gaocheng”) in Guangdong Province. In October 2018, Silvercorp Metals
(China) Inc., a wholly-owned subsidiary of the Company, acquired an additional 4% interest in
Guangdong Found, and as a result, the Company now beneficially owns a 99% interest in
Guangdong Found.

(d) Fortune Copper Limited was incorporated on August 23, 2002, under the laws of the BVI. It holds
a 100% interest in Wonder Success Limited, a Hong Kong company which has a 70% equity
interest in Xinshao Yun Xiang Mining Co. Ltd. (“Yunxiang”), which owns the BYP gold, lead, and
zinc mine in Hunan Province (the “BYP Mine”).

The Company also holds a 43.75% interest in New Infini Silver Inc. (“New Infini”), which was incorporated
on October 13, 2020, under the laws of the Province of British Columbia. New Infini holds a 100% interest
in the La Yesca silver project (the “La Yesca Project”).

The Company’s operations in China are largely conducted through equity joint ventures, over which the
Company has control. See “ltem 4 General Description of Business, 4.2 Chinese Mining Law”.

ITEM 3 GENERAL DEVELOPMENT OF THE BUSINESS
31 Business of Silvercorp

Silvercorp is a profitable Canadian mining company producing silver, lead and zinc metals in concentrates
from mines in China through the operation of the silver-lead-zinc mines in the Ying Mining District in Henan
Province and the GC Mine in Guangdong Province. The Ying Mining District consists of several mines,
including the SGX Mine, HZG Mine, TLP Mine, HPG Mine, LMW Mine, LME Mine, and DCG Mine. The
Company’s goal is to continuously create healthy returns to shareholders through efficient management,
organic growth and the acquisition of profitable projects. Silvercorp balances profitability, social and
environmental relations, employees’ wellbeing, and sustainable development.

3.2 Three Year History

Silvercorp has been acquiring, exploring, developing, and operating, mineral properties in China since
2003. Production at the SGX Mine at the Ying Mining District commenced on April 1, 2006, and since that
time, several of the Company’s other properties at the Ying Mining District in Henan Province, China have
commenced production. In addition, the Company commenced production at the GC Mine in July 2014.



(a) Fiscal 2021 (year ended March 31, 2021)

For the year ended March 31, 2021 (“Fiscal 2021”), on a consolidated basis, the Company mined 964,925
tonnes of ore, an increase of 9% or 79,095 tonnes of ore, compared to 885,830 tonnes in the year ended
March 31, 2020. For Fiscal 2021, the Company had revenue of $192.1 million up 21% compared to $158.8
million in the prior year, and cash flow from operations of $85.9 million up 11% or $8.7 million compared to
$77.2 million in the prior year. For Fiscal 2021, net income attributable to equity holders of the Company
was $46.4 million, or $0.27 per share.

On July 20, 2020, Silvercorp reported its first underground drill hole at the DCG Mine at the Ying Mining
District. In 2006, Silvercorp acquired the DCG exploration permit, which is adjacent to the north of the TLP
Mine. It covers an area of 19.77 km?2. A series of drill programs between 2006 and 2011 of 25 drill holes
comprised of 9,026 m focused on obvious lead-zinc veins. A maiden resource estimate that complies with
Chinese government requirements, but not NI 43-101, was completed in 2014, and Silvercorp successfully
converted the exploration permit to a mining permitin 2015. Information regarding the DCG Mine, including
aresource estimate, is contained in the 2020 NI 43-101 technical report for the Ying Mining District prepared
by AMC Mining Consultants (Canada) Ltd. (“AMC”). In late 2018, the Company decided to develop the
DCG Mine and bring it into production.

On August 31, 2020, Silvercorp reported the results of an updated NI 43-101 technical report on the Ying
Mining District with an effective date of July 31, 2020 prepared by AMC. The Company reported an 18%
increase in measured and indicated silver resources and 4% increase in proven and probable silver
reserves, on top of 21 million ounces of silver produced between June 2016 and December 2019 at the
Ying Mining District.

On November 30, 2020, Silvercorp filed a final short form base shelf prospectus with the securities
regulators in each province of Canada, except for the Province of Quebec, and a corresponding shelf
registration statement on Form F-10 with the SEC. The prospectus and registration statement allows the
Company to offer up to US$200 million of Common Shares, preferred shares, debt securities, warrants,
subscription receipts or any combination thereof (“Securities”) during the 25 month period that the shelf
prospectus is effective. The specific terms of any offering of Securities, including the use of proceeds from
any offering, will be set forth in a shelf prospectus supplement. Silvercorp filed the shelf prospectus and
corresponding registration statement in order to provide the Company with greater financial flexibility going
forward. A copy of the final short form base shelf prospectus can be found on SEDAR at www.sedar.com
and a copy of the registration statement can be found on EDGAR at www.sec.gov.

On December 16, 2020, Silvercorp announced the publication of its inaugural sustainability report, prepared
in accordance with the Global Reporting Initiative (GRI) Standards: Core Option. The report provides
information on the Company's governance, safety, environmental, and social performance.

On April 28, 2021, Silvercorp announced the receipt of three exploration permits of 48.8 km? in area,
covering depth extensions of three mining permits, SGX, HPG, and TLP-LME-LMW, at the Ying Mining
District.



La Yesca Project

In December 2020, the Company and its subsidiary, New Infini, entered into a framework agreement with
various arm’s length vendors (the “Vendors”), whereby New Infini agreed to acquire a 100% interest in the
La Yesca Project through the indirect purchase of all of the issued and outstanding shares of Infini
Resources, S.A. de C.V., a Mexican company which owns the La Yesca Project. The La Yesca Project is
a silver-polymetallic, epithermal-type project located approximately 100 km (185 m by road) northwest of
Guadalajara, the second-largest city in Mexico. The concessions comprising the La Yesca Project cover
an area of approximately 47.7 km?2. In total, 7,649 m from 25 drill holes have previously been completed,
all of which intersected mineralization.

In January 2021, New Infini completed a private placement and raised $4.0 million by issuing 8,000,000
shares of New Infini at $0.50 per share. The Company purchased an additional 3,000,000 shares for $1.5
million. As at March 31, 2021, New Infini had a total of 48,000,000 shares issued and outstanding, of which
the Company owned 21,000,000 shares or 43.75%, the Vendors owned 18,600,000 shares or 38.75%, and
the management and investors owned 8,400,000 shares or 17.5%.

Based on New Infini's share structure, board composition and other related facts, the Company concluded
that the Company has control over New Infini and accordingly, consolidates New Infini’s results from the
date of the acquisition.

Zhonghe Silver Project

On December 17, 2020, the Company, through its subsidiary, Henan Found, won an online auction to
acquire the exploration rights to the Zhonghe Silver Project (the “Zhonghe Project”) from the Henan
provincial government.

The Zhonghe Project covers an area of 4.96 km2, approximately 50 km (75 km by road) northeast of the
Company’s Ying Mining District, also located in Luoning County. The final winning bid submitted by the
Company was approximately $76.0 million (RMB¥495.0 million) (the “Purchase Price”).

Based on the current regulations, 20% of the Purchase Price, approximately $15.2 million, is required to be
paid upon the execution of a formal mineral rights transfer contract (the “Transfer Contract”) with the
Department of Natural Resources of Henan Province. The balance of the Purchase Price is due only if the
exploration rights to the Zhonghe Project are converted into a mining license and shall be paid annually
over the duration of the term of the mining license.

The execution of the Transfer Contract is pending the national security clearance by the relevant Chinese
authorities.

Whitehorse Gold

Whitehorse Gold Corp. (“Whitehorse Gold”) is a Canadian public company listed on the TSX Venture
Exchange (the “TSX-V”) under the symbol “WHG”.

On July 22, 2020, New Pacific Metals Corp. (“New Pacific Metals”) announced the spin-out by way of a
plan of arrangement (the “Arrangement”) of its then wholly owned subsidiary, Whitehorse Gold, which owns
100% owned of the Skukum Gold Project (formerly “Tagish Lake Gold Project”) located in Yukon, Canada.
Upon completion of the Arrangement on November 18, 2020, New Pacific Metals and Whitehorse Gold
became two separate entities, and New Pacific Metals distributed all of the Whitehorse Gold common
shares to its shareholders, including to Silvercorp, on a pro rata basis. As a result, on November 18, 2020,
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Silvercorp received a total of 5,740,285 Whitehorse Gold shares distributed under the Arrangement. In
connection with the Arrangement, Whitehorse Gold conducted a non-brokered private placement financing,
pursuant to which the Company acquired an additional 5,774,000 Whitehorse Gold common shares. As at
March 31, 2021, the Company owned 11,514,285 common shares of Whitehorse Gold, representing
26.99% of the issued and outstanding Whitehorse Gold shares.

On May 14, 2021, Whitehorse Gold closed concurrent private placement offerings for aggregate gross
proceeds of CAD$15,264,590. The Company participated in the offering and acquired an additional
4,000,000 units, each unit consisting of one common share in the capital of Whitehorse Gold and one
common share purchase warrant. Following closing, Silvercorp owned an aggregate of 15,514,286
Whitehorse Gold common shares, representing 29.50% of the issued and outstanding shares of Whitehorse
Gold on a non-diluted basis. Assuming conversion of 4,000,000 warrants, Silvercorp would own 19,514,286
Whitehorse Gold common shares, representing a 34.48% of the issued and outstanding Whitehorse Gold
shares on a partially-diluted basis.

Guyana Goldfields

On April 26, 2020, the Company entered into a definitive agreement with Guyana Goldfields Inc. (“Guyana
Goldfields”), subsequently amended on May 16, 2020 (collectively, the “Arrangement Agreement”) to
acquire all of the issued and outstanding shares of Guyana Goldfields. On June 10, 2020, Guyana
Goldfields terminated the Arrangement Agreement and paid the Company a break fee of $6.5 million.

(b) Fiscal 2020 (Year ended March 31, 2020)

For the year ended March 31, 2020 (“Fiscal 2020”), on a consolidated basis, the Company mined 885,830
tonnes of ore, a decrease of 2% or 20,964 tonnes, compared to 906,794 tonnes in the year ended March
31, 2019. For Fiscal 2020, the Company had revenue of $158.8 million and cash flow from operations of
$77.2 million. For Fiscal 2020, net income attributable to equity holders of the Company was $34.3 million,
or $0.20 per share.

Silvercorp’s operations in China are usually suspended for two weeks for the Chinese New Year holiday.
During the 2020 holiday season, the Company’s operations in China were shut down for an additional
month due to COVID-19, as reported in the Company’s news releases dated January 29, February 18, and
March 12, 2020. The operations were ramped up to full capacity in March 2020 with no employee infections.
The Company’s operations are in compliance with government measures implemented to prevent the
spread of the virus. Despite the extended shutdown during the three months ended March 31, 2020 (“Q4
Fiscal 2020”), the Company was able to surpass its production guidance for Fiscal 2020.

(c) Fiscal 2019 (Year ended March 31, 2019)

For the year ended March 31, 2019 (“Fiscal 2019”), on a consolidated basis, the Company mined 906,794
tonnes of ore, an increase of 5% or 46,870 tonnes, compared to 859,924 tonnes in the year ended March
31, 2018. For Fiscal 2019, the Company had sales of $170.5 million, a gross profit margin of 49%, and
cash flow from operations of $67.8 million. For Fiscal 2019, net income attributable to equity holders of the
Company was $39.7 million, or $0.23 per share.

(d) Production

The following table summarizes the total metal sales in the past three years.
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Year Ended March 31
2021 2020 2019
Silver (‘000s ounces) 6,315 6,257 6,390
Gold (‘000s ounces) 4.7 3.3 35
Lead (‘000s pounds) 67,118 65,344 64,788
Zinc (‘000s pounds) 27,914 25,401 22,716

Ying Mining District

The Ying Mining District consists of several mines, including the SGX, HZG, TLP, HPG, LMW, LME and
DCG Mines, and is the Company’s primary source of production.

In Fiscal 2021, total ore mined at the Ying Mining District was 650,025 tonnes, up 9%, compared to 598,197
tonnes in Fiscal 2020. Correspondingly, ore milled in Fiscal 2021 increased to 651,402 tonnes, up 8%,
compared to 601,605 tonnes in the prior year. Average head grades were 290 g/t for silver, 4.3% for lead,
and 0.8% for zinc, compared to 309 g/t for silver, 4.6% for lead and 0.9% for zinc in the prior year. The
Company continues to achieve improvements in dilution control using its “Enterprise Blog” to assist in
managing daily operations.

In Fiscal 2021, the Ying Mining District sold approximately 5.6 million ounces of silver, 3,500 ounces of
gold, 56.7 million pounds of lead, and 7.0 million pounds of zinc, compared to 5.6 million ounces of silver,
3,300 ounces of gold, 54.5 million pounds of lead, and 7.3 million pounds of zinc in the prior year.

The total mining cost and cash mining cost! at the Ying Mining District were $95.27 and $69.56 per tonne,
respectively, in Fiscal 2021, compared to $90.61 and $63.00 per tonne, respectively, in Fiscal 2020. The
total milling cost and cash milling cost! at the Ying Mining District in Fiscal 2021 were $11.52 and $9.69 per
tonne, down 4% and 5%, respectively, compared to $12.03 and $10.16 per tonne in Fiscal 2020.
Correspondingly, the cash production cost! per tonne of ore processed in Fiscal 2021 at the Ying Mining
District was $83.01, up 8% compared to $77.08 in the prior year.

The cash cost! per ounce of silver, net of by-product credits, at the Ying Mining District in Fiscal 2021, was
negative $0.39, compared to negative $1.18 in the prior year. The all-in sustaining cost! per ounce of silver,
net of by-product credits, at the Ying Mining District in Fiscal 2021, was $6.09 compared to $5.49 in the
prior year. The increase was mainly due to the increase of per tonne cash production, offset by an increase
of $0.16 in by-product per ounce of silver. Revenue from lead and zinc was $48.7 million, up $0.5 million,
compared to $48.2 million in Fiscal 2020.

GC Mine

In Fiscal 2021, the total ore mined at the GC Mine was 314,900 tonnes, up 9%, compared to 287,633
tonnes in Fiscal 2020, while ore milled increased by 9% to 316,179 tonnes from 290,610 tonnes in the prior
year.

1 Non-IFRS measure. Please refer to the reconciliation in section 12 of the MD&A for the corresponding period.
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Average head grades were 85 g/t for silver, 1.7% for lead, and 3.4% for zinc in Fiscal 2021, compared to
97 g/t for silver, 1.9% for lead, and 3.3% for zinc in the prior year.

In Fiscal 2021, the GC Mine sold 705 thousand ounces of silver, 10.4 million pounds of lead, and 20.9
million pounds of zinc, compared to 699 thousand ounces of silver, 10.9 million pounds of lead, and 18.1
million pounds of zinc in Fiscal 2020.

The total mining and cash mining cost! at the GC Mine in Fiscal 2021 were $47.68 and $38.56 per tonne,
respectively, a slight increase of 3% and 1%, respectively, compared to $46.40 and $38.06 per tonne in
Fiscal 2020. The total milling and cash milling cost! at the GC Mine in Fiscal 2021 were $14.25 and $12.88
per tonne, down 8% and 7%, respectively, compared to $15.52 and $13.85 per tonne in Fiscal 2020.
Correspondingly, the cash production cost! per tonne of ore processed at the GC Mine in Fiscal 2021
decreased slightly to $51.44 from $51.91 in the prior year.

The cash cost! per ounce of silver, net of by-product credits, at the GC Mine in Fiscal 2021, was negative
$11.48, compared to negative $7.65 in the prior year. The all-in sustaining cost! per ounce of silver, net of
by-product credits, at the GC Mine in Fiscal 2021, was $nil compared to $0.77 in the prior year. The
improvement was mainly due to an increase of $5.47 in by-product credits per ounce of silver, offset by an
increase of 7% in all-in sustaining production cost per tonne of ore processed.

BYP Mine

The BYP Mine was placed on care and maintenance in August 2014 due to the required capital upgrades
to sustain ongoing production and the market environment. In Fiscal 2021, the Company sold all remaining
gold concentrate inventories, containing approximately 1,200 ounces of gold, that had been produced by
the mine before it was placed on care and maintenance.

The Company is carrying out activities to apply for a new mining license, but the process has taken longer
than expected. No guarantee can be given that the new mining licenses for the BYP Mine will be issued, or
if they are issued, that they will be issued under reasonable operational and/or financial terms, or in a timely
manner, or that the Company will be in a position to comply with all conditions that are imposed.

Capitalized Exploration and Development Expenditures

Ying Mining District

In Fiscal 2021, a total of 208,904 m or $6.9 million worth of diamond drilling were completed at the Ying
Mining District (Fiscal 2020 — 85,643 m or $2.5 million), of which a total of 150,324 m or $3.2 million worth
of underground diamond drilling were expensed as part of mining costs (Fiscal 2020 — 85,643 m or $2.5
million) and a total of 58,580 m or $3.7 million worth of surface drilling were capitalized (Fiscal 2020 — nil).
In addition, approximately 22,918 m or $6.7 million worth of preparation tunnelling were completed and
expensed as mining preparation costs (Fiscal 2020 — 19,088 m or $5.7 million) at the Ying Mining District,
and approximately 73,350 m or $27.4 million worth of horizontal tunnels, raises and declines were
completed and capitalized (Fiscal 2020 — 70,240 m or $23.9 million).

GC Mine

In Fiscal 2021, approximately 45,996 m or $1.8 million worth of underground diamond drilling (Fiscal 2020
—22,513 m or $1.0 million) and 11,719 m or $2.2 million worth of tunnelling (Fiscal 2020 — 19,315 m or $4.6
million) were completed and expensed as mining preparation costs at the GC Mine. In addition,
approximately 11,871 m or $3.9 million worth of tunnels, raises, ramps, and declines were completed and
capitalized (Fiscal 2020 — 3,327 m or $2.4 million).

13



ITEM 4 DESCRIPTION OF THE BUSINESS

4.1 General

Silvercorp’s principal products and its sources of sales are silver-bearing lead and zinc concentrates. At
present, Silvercorp sells all its products to local smelters or companies in the mineral products trading

business.

For each of the Company’s two most recently completed fiscal years, revenues for each category of
products that accounted for 10% or more of total consolidated revenues are as follows:

Years ended March 31,

In 000s’US$ 2021 2020
Silver (Ag) 111,191 84,872
Lead (Pb) 50,464 51,966
Zinc (zZn) 21,793 15,780

Additional information is provided in the Company’s financial statements and management’s discussion
and analysis for its most recently completed fiscal year.

The mining industry is intensely competitive and the Company competes with many companies possessing
similar or greater financial and technical resources. The Company’s competitive position is largely reliant
upon its ability to maintain a high margin operation, resulting from relatively high grade resources, and lower
production costs in China compared to the costs of other producers outside China. The Company’s
competitive advantage also results from the quality of its concentrates and its proximity to local smelters.

In Fiscal 2021, ore processed and silver and lead production at the Ying Mining District were in line with
the annual guidance, while zinc production was 1% below 7.0 million pounds, the low end of the annual
guidance. The all-in sustaining production cost per tonne of ore processed was 1% below the low end of
the annual guidance, while the per tonne cash production cost was 1% above $82.5, the high end of the
annual guidance.

In Fiscal 2020, silver and zinc production at the Ying Mining District surpassed its annual guidance by 2%
and 16%, respectively, while lead production was in line with its annual guidance. The higher silver
production was mainly due to the increase in head grades, offset by lower ore production achieved and the
higher zinc production was mainly due to the improvement in recovery rates. Silver and lead head grades
increased to 309 g/t for silver and 4.6% for lead from the guidance of 290 g/t and 4.3%, respectively. The
cash production cost per tonne of ore processed was 1% below its annual guidance while the all-in
sustaining production cost was 2% over its annual guidance.

In Fiscal 2021, silver, lead and zinc production at the GC Mine were all above the high end of the annual
guidance by 2%, 1% and 13%, respectively, as the ore processed was 2% above the high end of the annual
guidance and the zinc head grade was better than the forecast. The per tonne cash production cost and
all-in sustaining production cost were 1% and 6%, respectively, below the low end of the annual guidance.

In Fiscal 2020, silver, lead and zinc production at the GC Mine surpassed its annual guidance by 16%, 23%
and 18%, respectively, mainly due to an increase of 8% in ore production and an improvement in head
grades. Per tonne cash production cost and all-in sustaining production cost were 8% and 10% lower than
its annual guidance.

As at March 31, 2021, the Company had 965 employees at Henan Found, 268 at Guangdong Found, 4 at
Hunan Yunxiang, 31 at Silvercorp Metals (China) Inc., and 21 at the Vancouver corporate office.
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Fiscal 2022 Outlook
Production

For the year ended March 31, 2022 (“Fiscal 2022”), the Company expects to produce approximately
960,000 to 1,010,000 tonnes of ore, which is anticipated to yield approximately 6.4 million to 6.7 million
ounces of silver, 65.7 million to 68.9 million pounds of lead, and 26.9 million to 28.5 million pounds of zinc.
Fiscal 2022 production guidance represents an anticipated increase of approximately 3% in silver
production, 7% to 10% in zinc production, and similar levels in lead production compared to the Fiscal 2021
annual guidance.

In Fiscal 2022, at the Ying Mining District, production is expected to be 670,000 to 700,000 tonnes of ore
with grades of 284 g/t silver, 4.2% lead and 0.9% zinc, with expected metal production of 5.7 million to 5.9
million ounces of silver, 57.2 million to 59.8 million pounds of lead, and 7.8 million to 8.1 million pounds of
zinc. The cash production cost is expected to be $87.1 to $91.7 per tonne of ore. The all-in sustaining cost
is forecasted to be $134.2 to $141.2 per tonne of ore.

In Fiscal 2022, the GC Mine plans to mine and process 290,000 to 310,000 tonnes of ore averaging 86 g/t
silver, 1.5% lead and 3.6% zinc with expected metal production of 0.6 million to 0.7 million ounces of silver,
8.5 million to 9.1 million pounds of lead, and 19.1 million to 20.4 million pounds of zinc. The cash production
cost is expected to be $55.7 to $59.6 per tonne of ore. The all-in sustaining cost at GC Mine is expected
to be $81.3 to 85.6 per tonne of ore.

Capital Expenditures Budget

In Fiscal 2022, the total capital expenditures at the Ying Mining District and the GC Mine are estimated at
$38.2 million, including plans to: (i) complete 6,600 m of ramp development tunnelling at estimated
capitalized expenditures of $5.6 million; (ii) complete 62,500 m of exploration and other development
tunnelling at estimated capitalized expenditures of $21.8 million; (iii) complete 50,000 m of surface diamond
drilling at estimated capitalized expenditures of $3.5 million, and (iv) spend $7.3 million on equipment and
facilities. The Company also plans to complete and expense 33,600 m of mining preparation tunnelling
and 206,900 m of underground diamond drilling.

Other Development Plans

In Fiscal 2022, the Company plans to commence a Phase | 10,000 m drilling program at the La Yesca
Project at an estimated cost of $3.3 million. The Company has applied for the necessary drilling permits
from the respective Mexican government agencies and is awaiting approval.

The Company plans to initiate an extensive drilling campaign at the Zhonghe Project. The Company will
formalize the plan and provide an update on the cost estimates with respect to the Zhonghe Project once
the mineral rights transfer contract is executed.

The Company is in the process of applying for permits to build a third tailings facility near the existing tailings
facilities at the Ying Mining District. The Company is also considering plans to expand the current milling
capacity or build a new mill for future production expansion at the Ying Mining District. There is potential
to consolidate mineral properties near the Ying Mining District, and to process ore from Zhonghe Project
during its development stage.

Growth by Exploration and Acquisition

The Company continues to pursue future growth opportunities by carrying out exploration programs within
existing permit areas at its projects. For example, on May 28, 2020, the Company announced a drill
program targeting gold mineralization at the LMW, LME and TLP mines.
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In Fiscal 2021, the Company commenced extensive drilling programs at the Ying Mining District with two
main objectives: i) re-examining areas with existing development and access to potentially define additional
resources and reserves, which led to a reduction of 17,010 M or $5.0 million worth of exploration and
development tunneling in Fiscal 2021, and ii) testing areas which may have been overlooked for potential
gold mineralization for different alteration styles from the typical silver-lead zones.

In addition, the Company continues to evaluate the acquisition of exploration, development and production
assets, or the acquisition of or merger with other entities. The Company regularly engages in discussions
with respect to such possible opportunities. At any time, discussions and activities may be in progress on
a number of initiatives, each at different stages of advancement. Although the Company may from time to
time be a party to a number of letters of intent with respect to certain opportunities and other acquisitions,
the Company currently does not have any binding agreements or binding commitments to enter into any
such transactions. There is no assurance that any potential transaction will be successfully completed.

Specialized Skill and Knowledge

A majority of aspects of our business require specialized skills and knowledge, certain of which are in high
demand and in limited supply. Such skills and knowledge include the areas of permitting, engineering,
geology, metallurgy, logistical planning, implementation of exploration programs, mine construction and
development, mine operation, as well as legal compliance, finance and accounting. We have highly
qualified management personnel and staff, an active recruitment program, and believe that persons having
the necessary skills are generally available. We have found that we can locate and retain competent
employees and consultants in such fields. We do not anticipate having significant difficulty in recruiting
other personnel as needed. Training programs are in place for workers that are recruited locally.

Competitive Conditions

The silver exploration and mining business is a competitive business. We compete with numerous other
companies and individuals in the search for and the acquisition of quality properties, mineral claims,
permits, concessions and other mineral interests, as well as recruiting and retaining qualified employees.

Business Cycles

The mining business is subject to mineral price and investment climate cycles. The marketability of minerals
is also affected by worldwide economic and demand cycles. It is difficult to assess if the current commodity
prices are long-term trends, and there is uncertainty as to the recovery, or otherwise, of the world economy.
If global economic conditions weaken and commaodity prices decline as a consequence, a continuing period
of lower prices could significantly affect the economic potential of the Company's projects.

International Operations

Our principal operations and assets are located in China. Our operations are exposed to various levels of
political, economic and other risks and uncertainties. These risks and uncertainties include, but are not
limited to, government regulations (or changes to such regulations) with respect to restrictions on
production, export controls, income taxes, royalties, excise and other taxes, expropriation of property,
repatriation of profits, environmental legislation, land use, water use, local ownership requirements and
land claims of local people, regional and national instability and security, mine safety, and sanctions. The
effect of these factors cannot be accurately predicted. See Item 4.3 Chinese Mining Law and 4.4 Risk
Factors below.

16



Economic Dependence

The Company's business is not substantially dependent on any contract such as a contract to see the major
part of its products or services or to purchase the major part of its requirements for goods, services or raw
materials, or on any franchise, license or other agreement to use a patent, formula, trade secret, process
or trade name upon which its business depends.

Bankruptcy and Similar Procedures

There is no bankruptcy, receivership or similar proceedings against the Company, nor is the Company
aware of any such pending or threatened proceedings. There have not been any voluntary bankruptcy,
receivership or similar proceedings by the Company within the three most recently completed financial
years or currently proposed for the current financial year.

4.2 Corporate Governance, Safety, Environment and Social Responsibility

The Company is committed to the principles of sustainable development and conducting our activities in an
environmentally and socially responsible manner. Our core environmental, social, governance (“ESG”)
values are: caring for the environment in which we operate; contributing to the long-term development of
our host communities; ensuring safe and secure workplaces for our employees; and contributing to the
welfare of our employees, local communities, and governments; and operating transparently.

Our inaugural sustainability report (the “Sustainability Report”) released on December 16, 2020 is available
on our website at www.silvercorp.ca, and the Company plans to release an updated Fiscal 2021 sustainable
report in the second quarter of Fiscal 2022.

€)) Governance

Our Board oversees the direction and strategy of the business and the affairs of the Company. As at March
31, 2021 and the date of this AIF, the Board is comprised of five directors, four of which are independent.
The Board’s wealth of experience allows it to effectively oversee the development of corporate strategies
and the key risks of the business, provide management with long-term direction, consider and approve
major decisions, oversee the business generally and evaluate corporate performance. The Corporate
Governance Committee, appointed by the Board, oversee the effective functioning of the Board and the
implementation of governance best practices.

We believe that good corporate governance is essential to the effective performance of the Company and
plays a significant role in protecting the interests of all stakeholders, while helping to maximize value.

(b) Health, Safety, and Environment

The Company prioritizes environmental protection, as well as ensuring a safe workplace for all employees
and contractors at all of our sites. These corporate philosophies tie directly into the emphasis on efficient
process design and management across all aspects of the operation. Significant, ongoing efforts are made
to identify and minimize risks, as well as streamline the collection, monitoring and reporting of data. An
information technology application that was developed in-house in 2014, the “Enterprise-Blog”, is an
instrumental tool used to ensure all mandatory procedures are being performed. In addition, an on-line, real
time, monitoring and GPS system was established to further the Company’s goal of creating an “intelligent
mine”.

The Company has remained focused on sustainable development since its inception and is dedicated to
fulfilling its environmental goals and responsibilities for the communities where it operates. Silvercorp is
committed to building green mines and employing the latest design, construction and management
practices to ensure our mining environment undergoes timely rehabilitation. The SGX and HZG mines
received the Chinese “National Green Mine” certification in 2015, and the Company’s TLP, LME, LMW, and
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HPG mines at the Ying Mining District and the GC Mine received the Chinese “Green Mine” certification in
Fiscal 2021.

As part of our objective to minimize the impact our operations have on the environment, the Company
strives to reduce its energy and water consumption, and to minimize greenhouse gas emissions and the
negative impact on water quality.

The Company is deeply committed to protecting the health, safety and well-being of our employees,
contractors, suppliers, and communities where we operate. The Company believes that operating safe
mines and building a culture of safety are directly related to our operational success and the ability to create
long-term value for all our stakeholders. Training for new workers and ongoing training programs are a
priority and Silvercorp continuously reviews and refines all standard procedures at our facilities to identify
any potential risks associated with each step of the operation.

Moreover, in response to health risks associated with the spread of COVID-19, the Company implemented
a number of health and safety measures designed to protect employees and local communities at its
operations and no cases were reported among the Company’s employees.

(c) Social Responsibility and Economic Value

The Company is committed to creating sustainable value in the communities where our people work and
live. Guided by research conducted by our local offices, the Company participates in, and contributes to
numerous community programs that typically center on education and health, nutrition, environmental
awareness, local infrastructure and fostering additional economic activity. In addition to the taxes and fees
paid to various levels of government in China, in Fiscal 2021, the Company:

e promoted community health and poverty reduction in the local community, with an emphasis on
children and seniors, with periodic visits and subsidies;

e donated $0.1 million to institutions in scholarship or education assistance programs to support
children’s education at the local and national levels; and

e donated $0.2 million to the local community and government as part of the Company’s effort to help
improve local infrastructure and environmental protection.

43 Chinese Mining Law

Currently, all of the Company’s material properties are located in China. Under the laws of China, mineral
resources are owned by the state, and until 1997, state-owned enterprises have been the principal force in
the development of mineral resources.

A new Mineral Resources Law became effective on January 1, 1997, and two regulations were promulgated
on February 12, 1998, and later amended in July 2014. The new law provided for equal legal status for
domestic enterprises and enterprises with foreign investment, security and transferability of mineral titles
as well as the exclusivity of mining rights. The right to explore and exploit minerals is granted by way of
exploration and mining rights. The holder of an exploration right has priority in obtaining the mining right to
mineral resources within the exploration area provided the holder meets the conditions and requirements
specified in the law. The Company’s interests in mineral properties are held though joint venture companies
established under and governed by the laws of China. The Company’s joint venture partners in China
include state-sector entities and, like other state-sector entities, their actions and priorities may be dictated
by government policies instead of purely commercial considerations.

The Mineral Resources Law is subject to further revisions and in February 2020, the Ministry of Natural

Resources (“MNR”) submitted the revised draft (“Revised Draft”) to the State Council for approval. Although
the Revised Draft has not been formally promulgated, a substantial part of the Revised Draft was effectively
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brought into effect by the Opinions on Promoting the Reform of Mineral Resources Management (Trial)
(“Opinions”) issued by MNR on December 7, 2019 (effective on January 9, 2020). It is expected that the
Revised Draft will have a positive impact on the Chinese mining industry. Firstly, the term of the exploration
licence granted upon the first registration is increased to five years from the original three years, which is
extendible for two five-year periods (which is increased from the previous two years). Secondly, a
competitive assignment system is established for mining rights. Mining rights can only be assigned by
governments through public bidding, auction or listing, unless in very limited circumstances such as the
projects are related to rare earth and radioactive minerals, or key construction projects approved by the
State Council, where mining rights can be granted by written transfer agreement between the government
and the applicants. Thirdly, the registration for the assignment of the exploration rights and mining rights to
the same mineral resources used to be completed at different levels of government authorities. However,
now the assignment of the exploration rights and mining rights are registered at the same level of
government — fourteen minerals that are strategically important to the state are governed by MNR, while
silver, lead, zinc and other resources are governed by provincial or lower-level governments.

Additionally, companies with a foreign ownership component operating in China may be required to work
within a framework which is different from that imposed on domestic Chinese companies. The Chinese
government currently allows foreign investment in certain mining projects under central government
guidelines. According to the 2020 Edition of the Special Administrative Measures for Access of Foreign
Investment (“Negative List”) effective July 23, 2020, as long as the mineral resources are not “tungsten,
rare earth and radioactive minerals” in the Negative List, foreign investors can engage in the mining
activities in China, either directly or indirectly.

On January 1, 2020, the Regulation for Implementing the Foreign Investment Law (“FIL") came into force
in China. FIL and supporting regulations and policies were amended to further open up China and provide
foreign-invested enterprises (“FIEs”) "national treatment". Under FIL, FIEs are treated equal to domestic
enterprises in many important respects, including the reduction of previous approval and filing procedures.
FIL replaces existing laws on foreign investment passed in China between 1979 and 1990, namely the Law
on Sino-Foreign Contractual Joint Ventures (“CJV Law”).

Key Impact of FIL on Existing FIEs

Corporate Governance

For existing FIEs, they can retain their corporate structure etc. unchanged for five years starting from the
effectiveness of the FIL, i.e., January 1, 2020. Upon the expiration of the five-year transition period (the
“Transition Period”), all FIEs are governed by PRC Company Law.

Upon the expiration of the Transition Period, the highest authority will be transferred from the Board of
Directors to the shareholders. The decision-making authority specified in the original Articles of Association
of the entity will change such that decisions on significant matters are to be made by the shareholders. The
shareholders have the right to elect and dismiss directors, and have broad decision-making power over a
company's management. Resolutions on major matters require more than % of the voting rights of the
shareholders. If there is a special agreement on the veto power of the Chinese joint venture party or the
FIE in the original Articles of Association of the entity, a supplementary term can be signed to remove or
retain such agreement. Under CJV Law, terms of operations were stipulated to be 30 years in a company’s
articles of association. Under FIL, this 30 year period can be amended to be a longer term.

The below table shows the key differences on corporate structure and governance under the CJV Law and
FIL.

CJV Law FIL (PRC Company Law)

Highest authority Board of Directors or Joint Management | Shareholders
Committee
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Powers and duties of
highest authority

All major decisions, such as amendments
to the Articles of Association, increase
and decrease of registered -capital,
merger or spin-off, assets, mortgage and
dissolution

More detailed than those under CJV Law

Voting rules for major
issues

Unanimous consent of all directors or
members of the Joint Management
Committee present at the meeting

Favourable votes of shareholders holding
% or more of the voting rights

Number of directors

No less than 3 directors or members of
the Joint Management Committee

3-13 directors for a Board or one

executive director

Quorum

% or more of all directors or members of
the Joint Management Committee

As determined by shareholders

Term of director

No more than 3 years (can be re-
elected)

No more than 3 years (can be re-
elected)

Legal representative

Chairman of the Board or the director of
the Joint Management Committee

Chairman of the Board, executive
director or general manager

Foreign investment ratio

Generally, no less than 25%. There are
some restrictions applied

No restrictions — unless otherwise
specified in the Negative List

Distribution of profits

In proportion to the contribution of the
registered capital

In proportion to the paid-in contribution
to the registered capital unless otherwise

agreed by the shareholders

Equity Transfer

Under CJV Law, a shareholder needs to obtain consents of all other shareholders if it intends to transfer its
shares in the joint venture regardless of whether it is an internal transfer (i.e., transfer to another shareholder
if there are more than two shareholders) or it is an external transfer. In contrast, FIL offers more flexible
transfer mechanisms — there are no consent requirement if it is an internal transfer. In cases of external
transfers, consents of more than half of the other shareholders are required and if any other shareholder
refuses the transfer but refuses to buy such shares to be transferred, then such shareholder shall be
deemed having agreed with the proposed transfer. The FIL also allows the shareholders to agree on
different share transfer mechanisms, which gives more flexibility to shareholders on transfer of shares.

Under FIL, FIEs can participate in government procurement, issue shares, corporate bonds and other forms
of financing to the public in accordance with applicable laws. Capital gains within China by FIEs can be
freely remitted in RMB or any other foreign currency. In addition to accepting supervision and inspection
by applicable regulatory authorities, no organization or individual may illegally restrict the currency, amount,
and frequency of remittances.

Foreign Investment Policy and COVID Pandemic

The Chinese government has remained committed to implementing FIL and providing support for FIEs
during the COVID pandemic. In February to April 2020, the Ministry of Commerce (“MOFCOM”) and the
National Development and Reform Commission (“NDRC”) issued a comprehensive array of regulations
urging local governments to provide special assistance to FIEs, such as expedited licensing approvals, and
other methods to help FIEs restore normal production and operation.
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National Security Review for Foreign Investment and Retaliation against other Jurisdictions’ Discriminatory
Measures

Nevertheless, China has further developed the national security review for foreign investment and
established a formal legal basis for retaliation against other jurisdictions’ discriminatory measures. These
measures leave great discretion in the hands of the government, and therefore, whether they will constitute
a serious obstacle for foreign investors will depend on how they are applied in practice.

Under the FIL, it is reiterated that security review may be conducted for any foreign investment that affects
or may affect the national security of China. On December 19, 2020, MOFCOM and NDRC jointly
promulgated the Measures for National Security Review of Foreign Investment (“Measures”), taking effect
on January 18, 2021. The Measures cover a wide range of industry sectors, from defence and technology
involving foreign investment, to critical agricultural production, energy and resources, cultural products and
financial services where a foreign investor gains actual control of an investment target. The term "actual
control" is defined quite broadly and includes the following situations: if foreign investors own more than 50
percent of the shares; if foreign investors owns less than 50 percent of the shares, but have sufficient voting
rights to exert a material influence over the shareholders’ vote and resolutions of the board of directors; or
if foreign investors have a significant impact on the target’s business decisions-making, human resources,
finance or technologies, etc. Further, foreign investors are subject to national security review not only for
investing in new projects or acquiring equity or assets, but also for any other types of investment such as
nominal shareholders, trust, multiple-layer investments, lease, control by agreement or offshore
transactions. Regarding any transaction falling under the Measures, a foreign investor will have to file a
notification with the review task force headed by NDRC and MOFCOM. After their review, the foreign
investment may be approved, directly prohibited or granted conditional approval.

On September 19, 2020, MOFCOM initially announced the Provisions on the Unreliable Entity List, aiming
to punish firms, organizations or individuals that damage national security. Companies that are on the list
could be banned from trade and investing in China and face hefty fines or entry restrictions on their
employees. On January 9, 2021, MOFCOM further issued the Rules on Counteracting Unjustified Extra-
Territorial Application of Foreign Legislation and Other Measures. A Chinese person or organization that
is prohibited or restricted by foreign legislation from engaging in normal economic, trade and related
activities with a third State or region or its persons or organizations, must report the situation to the
commerce department within 30 days. The commerce department along with other relevant central
departments (working mechanism) will then assess a case for its potential violation of international law,
impact on China’s sovereignty and national security, and impact on Chinese persons or organizations. After
assessment, the working mechanism may confirm that there exists unjustified extra-territorial application of
foreign legislation/measures and decide that the State Council shall issue a prohibition order.

Civil Code

The National People’s Congress passed the Civil Code of PRC, which took effect from January 1, 2021
(“Civil Code”). The Civil Code is an amalgamation of the existing civil and tort related laws and regulations,
covering various matters such as private property, contracts, personal privacy, marriage and family,
inheritance, and torts. While the Civil Code does not fundamentally or substantially change the civil law
regime or the administrative system that affect FIEs, certain specific changes may have impacts on them
in relation to their business, legal or compliance models and practices, in the areas such as contracts,
secured transactions and civil litigation.

Resources Tax

Mining companies are required to pay several fees and taxes, including but not limited to resources tax for
developing taxable resources in China. With the Resources Tax Law coming into effect from September 1,
2020 to replace the old regulations, there is no significant change on the tax burden of mining companies.
Generally, silver, lead and zinc are taxable resources, calculated based on the prices of resources. The
basic range of tax rates is 2-6% for silver, and 2-10% for lead/zinc. Within this range, provincial governments
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may stipulate actual rates. Each province also has the power to formulate tax exemption or reduction
policies under the Resources Tax Law.

Land Reclamation and Environmental Restoration

Mining companies are regulated to rehabilitate the affected land and to restore biodiversity offset areas
around the mines. Before mining activities begin, mining companies shall submit a rehabilitation plan when
applying for construction land or mining rights. The existing mining right holders have the same obligation
to submit such rehabilitation plan to original approving authorities. On July 16, 2019, MNR revised several
regulations, including Geological Environment Protection Provisions of Mines and Measures for the
Implementation of the Regulation on Land Reclamation. It is required that the fees for land rehabilitation
or reclamation shall be included in the restoration fund established by the mining company. A company has
more freedom to use the restoration fund, compared with the previous security bond requirement required
to be submitted to the government authorities. In the meantime, the government has strengthened
enforcement on the supervision and inspection of the restoration of the mine’s geological environment.
Non-compliance with the environment restoration obligations may cause fines, rejection of extension of
permits, inclusion into the blacklist on the Credit China website, and public interest lawsuits.

4.4 Risk Factors

An investment in the Common Shares of the Company involves a significant degree of risk and ought to be
considered a highly speculative investment. The following risk factors, as well as risks not currently known
to the Company, could materially adversely affect the Company’s future business, operations and financial
condition and could cause them to differ materially from the estimates described in the forward-looking
statements and information relating to the Company.

COVID-19

The Company's business, operations and financial condition could be materially adversely affected by the
outbreak of pandemics or other health crises, such as the outbreak of COVID-19 that was designated as a
pandemic by the World Health Organization on March 11, 2020. The international response to the spread
of COVID-19 has led to significant restrictions on travel, temporary business closures, quarantines, global
stock market volatility, and a general reduction in consumer activity. Such public health crises can result in
operating, supply chain and project development delays and disruptions, global stock market and financial
market volatility, declining trade and market sentiment, reduced movement of people and labour shortages,
and travel and shipping disruption and shutdowns, including as a result of government regulation and
prevention measures, or a fear of any of the foregoing, all of which could affect commodity prices, interest
rates, credit risk and inflation. In addition, the current COVID-19 pandemic, and any future emergence and
spread of similar pathogens could have an adverse impact on global economic conditions which may
adversely impact the Company's operations, and the operations of suppliers, contractors and service
providers.

The Company may experience business interruptions, including suspended (whether government
mandated or otherwise) or reduced operations relating to COVID-19 and other such events outside of the
Company's control, which could have a material adverse impact on its business, operations and operating
results, financial condition and liquidity.

As at the date of this AIF, the duration of the business disruptions and related financial impact of COVID-
19 cannot be reasonably estimated. It is unknown whether and how the Company may be affected if the
pandemic persists for an extended period of time.

The Company's exposure to such public health crises also includes risks to employee health and safety.

Should an employee, contractor, community member or visitor become infected with a serious illness that
has the potential to spread rapidly, this could place the Company's workforce at risk.
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Fluctuating commodity prices

The Company’s sales price for silver is fixed against the Shanghai White Platinum & Silver Exchange as
guoted at www.ex-silver.com; lead and zinc are fixed against the Shanghai Metals Exchange as quoted at
www.shmet.com; and gold is fixed against the Shanghai Gold Exchange as quoted at www.sge.com.cn.

The Company’s revenues, if any, are expected to be in large part derived from the mining and sale of silver,
lead, zinc, and gold contained in metal concentrates. The prices of those commodities have fluctuated
widely, particularly in recent years, and are affected by numerous factors beyond the Company’s control
including international and regional economic and political conditions; emerging risks relating to the spread
of COVID-19; expectations of inflation; currency exchange fluctuations; interest rates; global or regional
supply and demand for jewellery and industrial products containing silver and other metals; sale of silver
and other metals by central banks and other holders, speculators and producers of silver and other metals;
availability and costs of metal substitutes; and increased production due to new mine developments and
improved mining and production methods. The effects of these factors on the price of base and precious
metals, and therefore the viability of the Company’s exploration projects and mining operations, cannot be
accurately predicted and thus the price of base and precious metals may have a significant influence on
the market price of the Company’s shares and the value of its projects.

If silver and other metal prices were to decline significantly for an extended period of time, the Company
may be unable to continue operations, develop its projects, or fulfil obligations under agreements with the
Company’s joint venture partners or under its permits or licenses.

Recent market events and condition

Over the past several years market events and conditions, including disruptions in the Canadian, United
States and international credit markets and other financial systems, along with the uncertainty of the
Canadian, United States and global economic conditions which have been heightened due to risks relating
to the spread of COVID-19, and the prior decline in precious metal prices, could, among other things,
impede access to capital or increase the cost of capital, which would have an adverse effect on the
Company’s ability to fund its working capital and other capital requirements.

Over the past several years, worldwide securities markets, particularly those in the United States and
Canada, have experienced a high level of price and volume volatility. Of note, the share prices of natural
resource companies have in the past experienced an extraordinary decline in value and in the number of
buyers willing to purchase such securities. In addition, significantly higher redemptions by holders of mutual
funds have forced many of such funds (including those holding the Company’s securities) to sell such
securities with little consideration to the price received.

Therefore, there can be no assurance that significant fluctuations in the trading price of the Company’s
Common Shares will not occur, or that such fluctuations will not materially adversely impact the Company’s
ability to raise equity funding without significant dilution to its existing shareholders, or at all.

Estimation of Mineral Resources, Mineral Reserves, mineralization, and metal recovery

There is a degree of uncertainty attributable to the estimation of Mineral Resources, Mineral Reserves,
mineralization and corresponding grades being mined or dedicated to future production. Until Mineral
Resources, Mineral Reserves or mineralization are actually mined and processed, the quantity of metals
and grades must be considered as estimates only. Any material change in quantity of Mineral Resources,
Mineral Reserves, mineralization, or grade may affect the economic viability of the Company’s projects. In
addition, there can be no assurance that precious or other metal recoveries in small-scale laboratory tests
will be duplicated in larger scale tests or during production.
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Interpretations and assumptions of Mineral Resource and Mineral Reserve estimates

Unless otherwise indicated, Mineral Resource and Mineral Reserve estimates presented in this AIF and in
the Company’s other filings with securities regulatory authorities, press releases and other public
statements that may be made from time to time are based upon estimates made by the Company’s
personnel and independent geologists/mining engineers. These estimates are imprecise and depend upon
geologic interpretation and statistical inferences drawn from drilling and sampling analysis, which may prove
to be unreliable. The Mineral Resource and Mineral Reserve estimates contained in this AIF have been
determined based on assumed future prices, cut-off grades, operating costs and other estimates that may
prove to be inaccurate. There can be no assurance that these estimates will be accurate, that Mineral
Reserve, Mineral Resource or other mineralization figures will be accurate, or that the mineralization could
be mined or processed profitably. The interpretation of drill results, the geology, grade and continuity of the
Company’s mineral deposits contains inherent uncertainty. Any material reductions in estimates of
mineralization, or of the Company’s ability to extract this mineralization, could have a material adverse
effect on its results of operations or financial condition.

Exploration and development programs

The long-term operation of the Company’s business and its profitability is dependent, in part, on the cost
and success of its exploration and development programs. Mineral exploration and development involve a
high degree of risk and few properties that are explored are ultimately developed into producing mines.
There can be no assurance that the Company’s mineral exploration and development programs will result
in any discoveries of bodies of commercial mineralization. There can also be no assurance that even if
commercial quantities of mineralization are discovered that a mineral property will be brought into
commercial production. Development of the Company’s mineral properties will follow only upon obtaining
satisfactory exploration results. Discovery of mineral deposits is dependent upon a number of factors,
including the technical skill of the exploration personnel involved. The commercial viability of a mineral
deposit once discovered is also dependent upon a number of factors, some of which are the particular
attributes of the deposit (such as size, grade and proximity to infrastructure), metals prices and government
regulations, including regulations relating to royalties, allowable production, importing and exporting of
minerals, and environmental protection. Most of the above factors are beyond the control of the Company.
As a result, there can be no assurance that the Company’s exploration and development programs will
yield reserves to replace or expand current resources. Unsuccessful exploration or development programs
could have a material adverse effect on the Company’s operations and profitability.

Economic factors affecting the Company

Many industries, including the mining industry, are impacted by market conditions. Some of the key impacts
of the recent financial market turmoil include risks relating to COVID-19, contraction in credit markets
resulting in a widening of credit risk, devaluations and high volatility in global equity, commodity, foreign
exchange and precious metals markets, and a lack of market liquidity. A continued or worsened slowdown
in the financial markets or other economic conditions, including but not limited to, consumer spending,
employment rates, business conditions, inflation, fuel and energy costs, consumer debt levels, lack of
available credit, the state of the financial markets, interest rates, and tax rates may adversely affect the
Company’s growth and profitability. Specifically: the volatility of silver, lead, zinc and gold prices may impact
the Company’s revenues, profits, losses and cash flow; volatile energy prices, commodity and consumable
prices and currency exchange rates would impact the Company’s production costs; and the devaluation
and volatility of global stock markets may impact the valuation of the Company’s equity and other securities.
These factors could have a material adverse effect on the Company’s financial condition and results of
operations.

Timing, estimated amount, capital and operating expenditures and economic returns of future
production

There are no assurances if and when a particular mineral property of the Company can enter into
production. The amount of future production is based on the estimates prepared by or for the Company.
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The capital and operating costs to take the Company’s projects into production or maintain or increase
production levels may be significantly higher than anticipated. Capital and operating costs of production
and economic returns are based on estimates prepared by or for the Company and may differ significantly
from their actual values. There can be no assurance that the Company’s actual capital and operating costs
will not be higher than currently anticipated. In addition, the construction and development of mines and
infrastructure are complex. Resources invested in construction and development may yield outcomes that
may differ significantly from those anticipated by the Company.

Integration of future acquisitions into existing operations

The Company may make select future acquisitions. If the Company does make acquisitions, any positive
effect on the Company’s results will depend on a variety of factors, including, but not limited to: integrating
the operations of an acquired business or property in a timely and efficient manner; maintaining the
Company’s financial and strategic focus while integrating the acquired business or property; implementing
uniform standards, controls, procedures and policies at the acquired business, as appropriate; and to the
extent that the Company makes an acquisition outside of markets in which it has previously operated,
conducting and managing operations in a new operating environment.

Acquiring additional businesses or properties could place pressure on the Company’s cash reserves if such
acquisitions involve cash consideration or if such acquisitions involve share consideration existing
shareholders may experience dilution.

The integration of the Company’s existing operations with any acquired business may require significant
expenditures of time, attention and funds. Achievement of the benefits expected from consolidation may
require the Company to incur significant costs in connection with, among other things, implementing
financial and planning systems. The Company may not be able to integrate the operations of a recently
acquired business or restructure the Company’s previously existing business operations without
encountering difficulties and delays. In addition, this integration may require significant attention from the
Company’s management team, which may detract attention from the Company’s day-to-day operations.

Over the short-term, difficulties associated with integration could have a material adverse effect on the
Company’s business, operating results, financial condition and the price of the Company’s Common
Shares. In addition, the acquisition of mineral properties may subject the Company to unforeseen liabilities,
including environmental liabilities, which could have a material adverse effect on the Company. There can
be no assurance that any future acquisitions will be successfully integrated into the Company’s existing
operations.

Permits and licenses for mining and exploration in China

All Mineral Resources and Mineral Reserves of the Company’s subsidiaries are owned by their respective
joint venture entities in China. Mineral exploration and mining activities in China may only be conducted by
entities that have obtained or renewed exploration or mining permits and licenses, and other certificates in
accordance with the relevant mining laws and regulations. These permits and license are also subject to
annual inspection by government authorities. Failure to pass the annual inspections may result in penalties.
No guarantee can be given that the necessary exploration and mining permits and licenses will be issued
to the Company or, if they are issued, that they will be renewed, or if renewed under reasonable operational
and/or financial terms, or in a timely manner, or that the Company will be in a position to comply with all
conditions that are imposed. Please see “Table 1, Mining licenses”, on page 36 for information on the
current status of mining licences at the Ying Project.

Nearly all mining projects require government approvals and permits relating to environmental, social, land
and water usage, community, and other matters, including those discussed in Sections 20 of the respective
NI 43-101 Technical Reports on the Company’s material properties (see the Ying Report and the GC Report
respectively). Some of the permits or certificates that are subject to renewal in the next three years at the
GC Mine, not otherwise discussed in the GC Report include:
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Permit Expiry Date Approving Authority

Bureau of Safety Production and Inspection

Safety Production Permit September 03, 2023 of Yunfu City, Guangdong Province

Dry Stacking and Filling Safety Production
Permit

Bureau of Safety Production and Inspection

September 03, 2023 of Yunfu City, Guangdong Province

Environment Protection Administration of

Pollutant Discharge Permit August 30, 2025 Yunfu, Guangdong Province

There can be no certainty that approvals necessary to develop and operate mines on the Company’s
properties will be granted or renewed in a timely and/or economical manner, or at all.

Title to properties

The validity of mining or exploration titles or claims or rights, which constitute most of our property holdings,
can be uncertain and may be contested. Our properties may be subject to prior unregistered liens,
agreements or transfers, indigenous land claims, or undetected title defects. In some cases, we do not own
or hold rights to the mineral concessions we mine. We have not conducted surveys of all the claims in which
we hold direct or indirect interests and therefore, the precise area and location of such claims may be in
doubt. No assurance can be given that applicable governments will not revoke or significantly alter the
conditions of the applicable exploration and mining titles or claims, or that such exploration and mining titles
or claims will not be challenged or impugned by third parties.

We may be unable to operate our properties as expected, or to enforce our rights to our properties. Any
defects in title to our properties, or the revocation of our rights to mine, could have a material adverse effect
on our operations and financial condition.

We operate in countries with developing mining laws, and changes in such laws could materially impact
our rights or interests to our properties. We are also subject to expropriation risk, including the risk of
expropriation or extinguishment of property rights based on a perceived lack of development or
advancement. Expropriation, extinguishment of rights and any other such similar governmental actions
would likely have a material adverse effect on our operations and profitability.

In the jurisdictions in which we operate, legal rights applicable to mining concessions are different and
separate from legal rights applicable to surface lands. Accordingly, title holders of mining concessions in
many jurisdictions must agree with surface land owners on compensation in respect of mining activities
conducted on such land. We do not hold title to all of the surface lands at many of our operations and rely
on contracts or other similar rights to conduct surface activities.

Non-controlling interest shareholders

The Company’s interests in various projects may, in certain circumstances, become subject to the risks
normally associated with the conduct of non-controlling interest shareholders. The existence or occurrence
of one or more of the following events could have a material adverse impact on the Company’s profitability
or the viability of its interests held with non-controlling interest shareholders, which could have a material
adverse impact on the Company’s business prospects, results of operations and financial conditions: (i)
disagreements with non-controlling interest shareholders on how to conduct exploration; (ii) inability of non-
controlling interest shareholders to meet their obligations to the applicable entity or third parties; and (iii)
disputes or litigation between shareholders regarding budgets, development activities, reporting
requirements and other matters.

Acquisition of commercially mineable mineral rights
Most exploration projects do not result in the discovery of commercially mineable ore deposits and no
assurance can be given that any particular level of recovery of Mineral Reserves will be realized or that any

identified mineral deposit will ever qualify as a commercially mineable (or viable) ore body which can be
legally and economically exploited.
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The Company’s future growth and productivity will depend, in part, on its ability to identify and acquire
additional mineral rights, and on the costs and results of continued exploration and development programs.
Mineral exploration is highly speculative in nature and is frequently non-productive. Substantial
expenditures are required to: establish mineral reserves through drilling and metallurgical and other testing
techniques; determine metal content and metallurgical recovery processes to extract metal from the ore;
and construct, renovate or expand mining and processing facilities.

In addition, if the Company discovers a mineral deposit, it would likely take at least several years from the
initial phases of exploration until production is possible. During this time, the economic feasibility of
production may change.

The Company’s success at completing any acquisitions will depend on a number of factors, including, but
not limited to: identifying acquisitions that fit the Company’s business strategy; negotiating acceptable terms
with the seller of the business or property to be acquired; and obtaining approval from regulatory authorities
in the jurisdictions of the business or property to be acquired. As a result of these uncertainties, there can
be no assurance that the Company will successfully acquire additional mineral rights.

Financing

The Company has limited financial resources. If more of the Company’s exploration programs are
successful in establishing ore of commercial tonnage and grade, additional funds will be required for the
development of the ore body and to place it in commercial production. Therefore, the Company’s ability to
continue its exploration and development activities, if any, will depend in part on the Company’s ability to
obtain suitable financing.

The Company intends to fund its plan of operations from working capital, proceeds of production, external
financing, strategic alliances, sale of property interests and other financing alternatives. The sources of
external financing that the Company may use for these purposes include project or bank financing, or public
or private offerings of equity or debt. One source of future funds presently available to the Company is
through the sale of equity capital. There is no assurance this source of financing will continue to be available
as required or on suitable terms, or at all. If it is available, future equity financings may result in substantial
dilution to shareholders. Another alternative for the financing of further exploration would be the offering
by the Company of an interest in the properties to be earned by another party or parties carrying out further
exploration or development thereof. There can be no assurance the Company will be able to conclude any
such agreements, on favourable terms or at all. The failure to obtain financing could have a material
adverse effect on the Company’s growth strategy and results of operations and financial condition.

Competition

The mining industry in general is intensely competitive and there is no assurance that a ready market will
exist for the sale of ore, or concentrate, by the Company. Marketability of natural resources which may be
discovered by the Company will be affected by numerous factors beyond the control of the Company, such
as market fluctuations, the proximity and capacity of natural resource markets and processing equipment,
government regulations including regulations relating to prices, royalties, land tenure, land use, importing
and exporting of minerals and environmental protection. The exact effect of such factors cannot be
predicted but they may result in the Company not receiving an adequate return on its capital.

The Company may be at a competitive disadvantage in acquiring additional mining properties because it
must compete with other individuals and companies, many of which have greater financial resources,
operational experience and technical capabilities than the Company. The Company may also encounter
increasing competition from other mining companies in its efforts to hire experienced mining professionals.
Competition for exploration resources at all levels is currently very intense, particularly affecting the
availability of manpower. Increased competition could adversely affect the Company’s ability to attract
necessary capital funding or acquire suitable producing properties or prospects for mineral exploration in
the future.
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Operations and political conditions

All the Company’s material operations are located in China. These operations are subject to the risks
normally associated with conducting business in China, which has different regulatory and legal standards
than North America. Some of these risks are more prevalent in countries which are less developed or have
emerging economies, including uncertain political and economic environments, as well as risks of civil
disturbances or other risks which may limit or disrupt a project, restrict the movement of funds or result in
the deprivation of contractual rights or the taking of property by nationalization or expropriation without fair
compensation, risk of adverse changes in laws or policies, increases in foreign taxation or royalty
obligations, license fees, permit fees, delays in obtaining or the inability to obtain necessary governmental
permits, limitations on ownership and repatriation of earnings, and foreign exchange controls and currency
devaluations.

In addition, the Company may face import and export regulations, including export restrictions,
disadvantages of competing against companies from countries that are not subject to similar laws,
restrictions on the ability to pay dividends offshore, and risk of loss due to disease and other potential
endemic health issues. Although the Company is not currently experiencing any significant or extraordinary
problems in China arising from such risks, there can be no assurance that such problems will not arise in
the future. The Company currently does not carry political risk insurance coverage.

The Company’s interests in its mineral properties are held through joint venture companies established
under and governed by the laws of China. The Company’s joint venture partners in China include state-
sector entities and, like other state-sector entities, their actions and priorities may be dictated by
government policies instead of purely commercial considerations. Additionally, companies with a foreign
ownership component operating in China may be required to work within a framework which is different
from that imposed on domestic Chinese companies. The Chinese government currently allows foreign
investment in certain mining projects under central government guidelines. There can be no assurance
that these guidelines will not change in the future. See Item 4.3 Chinese Mining Law above.

Regulatory environment in China

The Company’s principal operations are in China. The laws of China differ significantly from those of
Canada and all such laws are subject to change. Mining is subject to potential risks and liabilities associated
with pollution of the environment and disposal of waste products occurring as a result of mineral exploration
and production.

Failure to comply with applicable laws and regulations may result in enforcement actions and may also
include corrective measures requiring capital expenditures, installation of additional equipment or remedial
actions. Parties engaged in mining operations may be required to compensate those suffering loss or
damage by reason of mining activities and may have civil or criminal fines or penalties imposed for violations
of applicable laws and regulations.

China's legislation is undergoing a relatively fast transformation with some old laws superseded by newly
enacted laws. New laws and regulations, amendments to existing laws and regulations, administrative
interpretation of existing laws and regulations, or more stringent enforcement of existing laws and
regulations could create risks or uncertainty for investors in mineral projects or have a material adverse
impact on future cash flow, results of operations and the financial condition of the Company.

In addition, China has further strengthened its national security review of foreign investment. The Measures
will continue to create an additional layer of uncertainty with respect to foreign investment. Investment
plans, timetables, terms and conditions for closing for investment must take into account the timing and
contingency of obtaining approval from the national security review process. See Item 4.3 Chinese Mining
Law above.
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Regulatory environment in Mexico

The La Yesca Project is located in Mexico and is subject to extensive laws and regulations governing
various matters including, but not limited to, exploration, development, production, price controls, exports,
taxes, mining royalties, environmental matters, labor standards, expropriation of property, maintenance of
mining claims, land use, land claims of local and indigenous people, water use, waste disposal, power
generation, protection and remediation of the environment, reclamation, historic and cultural resource
preservation, mine safety, occupational health, and the management and use of toxic substances and
explosives, including handling, storage and transportation of hazardous substances.

Such laws and regulations may require the Company to obtain licenses, permits and consents from various
governmental authorities and indigenous groups. Failure to comply with applicable laws and regulations,
including licensing and permitting requirements, may result in civil or criminal fines, penalties or
enforcement actions, including orders issued by regulatory or judicial authorities enjoining or curtailing
operations, requiring corrective measures, requiring the installation of additional equipment, requiring
remedial actions or imposing additional local or foreign parties as joint venture partners, any of which could
result in significant expenditures or loss of income by the Company. The Company may also be required
to compensate private parties suffering loss or damage by reason of a breach of such laws, regulations,
licensing requirements or permitting requirements.

The Company’s income and its mining, exploration and development projects, could be adversely affected
by amendments to such laws and regulations, by future laws and regulations, by more stringent
enforcement of current laws and regulations, by changes in the policies of Mexico, Canada and other
applicable jurisdictions affecting investment, mining and repatriation of financial assets, by shifts in political
attitudes in Mexico and by exchange controls and currency fluctuations. The effect, if any, of these factors
cannot be accurately predicted. Further, there can be no assurance that the Company will be able to obtain
or maintain all necessary licenses and permits that may be required to carry out exploration, development
and mining operations at the La Yesca Project.

The costs of discovering, evaluating, planning, designing, developing, constructing, operating and closing
the Company’s mining, exploration and development activities and operations in compliance with such laws
and regulations are significant. It is possible that the costs and delays associated with compliance with such
laws and regulations, and new taxes, could become such that the Company would not proceed with mining,
exploration and development at one or more of its properties. Moreover, it is possible that future regulatory
developments, such as increasingly strict environmental protection laws, regulations and enforcement
policies thereunder, and claims for damages to property and persons resulting from the Company’s mining,
exploration and development projects could result in substantial costs and liabilities for the Company, such
that the Company would halt or not proceed with mining, exploration and development at one or more of
its properties.

Environmental risks

The Company’s activities are subject to extensive laws and regulations governing environmental protection
and employee health and safety, including environmental laws and regulations in China. These laws
address emissions into the air, discharges into water, management of waste, management of hazardous
substances, protection of natural resources, antiquities and endangered species, and reclamation of lands
disturbed by mining operations. The Company’s Chinese subsidiaries are required to have been issued
environmental permits and safety production permits with various expiration dates. These permits are also
subject to annual inspection by government authorities. Failure to pass the annual inspections may result
in penalties. No guarantee can be given that the necessary permits will be issued to the Company or, if
they are issued, that they will be renewed, or if renewed under reasonable operational and/or financial
terms, or in a timely manner, or that the Company will be in a position to comply with all conditions that are
imposed.

Nearly all mining projects require government approval and permits relating to environmental, social, land
and water usage, community matters, and other matters, including those discussed in Sections 20 of the
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respective NI 43-101 Technical Reports on the Company’s material properties (see the Ying Report and
the GC Report respectively, each as defined below).

There are also laws and regulations prescribing reclamation activities on some mining properties.
Environmental legislation in many countries, including China, is evolving and the trend has been toward
stricter standards and enforcement, increased fines and penalties for non-compliance, more stringent
environmental assessments of proposed projects and increasing responsibility for companies and their
officers, directors and employees. Compliance with environmental laws and regulations may require
significant capital outlays on behalf of the Company and may cause material changes or delays in the
Company’s intended activities. There can be no assurance that the Company has been or will be at all
times in complete compliance with current and future environmental, and health and safety laws, and the
status of permits will not materially adversely affect the Company’s business, results of operations or
financial condition. It is possible that future changes in these laws or regulations could have a significant
adverse impact on some portion of the Company’s business, causing the Company to re-evaluate those
activities at that time. The Company’s compliance with environmental laws and regulations entail uncertain
Ccosts.

Dependence on management and key personnel

The executive director and the China operational management team all have extensive experience in the
mineral resources industry in China. Most of the non-executive directors also have extensive experience in
mining and/or exploration (or as advisors to companies in the field). The Company’s success depends to
a significant extent upon its ability to retain, attract and train key management personnel, both in Canada
and in China.

The Company depends on the services of a number of key personnel, including the Chief Executive Officer,
Chief Financial Officer, and the China operational management team, the loss of any one of whom could
have an adverse effect on the Company’s operations.

The Company’s ability to manage growth effectively will require it to continue to implement and improve
management systems and to recruit and train new employees. The Company cannot be assured that it will
be successful in attracting and retaining skilled and experienced personnel.

Foreign exchange rate fluctuations

The Company reports its financial statements in US dollars. The functional currency of the head office,
Canadian subsidiaries and all intermediate holding companies is the Canadian dollar while the functional
currency of all Chinese subsidiaries is Chinese Renminbi. The Company is exposed to foreign exchange
risk when the Company undertakes transactions and holds assets and liabilities in currencies other than its
functional currencies. The fluctuation of the exchange rate between the reporting currency and its functional
currencies may materially and adversely affect the Company’s financial position.

Insurance

The Company’s mining activities are subject to the risks normally inherent in the industry, including, but not
limited, to environmental hazards, flooding, fire, periodic or seasonal hazardous climate and weather
conditions, unexpected rock formations, industrial accidents and metallurgical and other processing
problems. These risks could result in damage to, or destruction of, mineral properties, production facilities
or other properties; personal injury; environmental damage; delays in mining; increased production costs;
monetary losses; and possible legal liability. The Company may become subject to liability which it cannot
insure or may elect not to insure due to high premium costs or other reasons. Where considered practical
to do so, the Company maintains insurance against risks in the operation of its business in amounts which
the Company believes to be reasonable. Such insurance, however, contains exclusions and limitations on
coverage. The Company cannot provide any assurance that such insurance will continue to be available,
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be available at economically acceptable premiums or be adequate to cover any resulting liability. In some
cases, coverage is not available or considered too expensive relative to the perceived risk.

Risks and hazards of mining operations

Mining is inherently dangerous and the Company’s operations are subject to a number of risks and hazards
including, without limitation: environmental hazards; discharge of pollutants or hazardous chemicals;
industrial accidents; failure of processing and mining equipment; labour disputes; supply problems and
delays; encountering unusual or unexpected geologic formations or other geological or grade problems;
encountering unanticipated ground or water conditions; cave-ins, pit wall failures, flooding, rock bursts and
fire; periodic interruptions due to inclement or hazardous weather conditions; equipment breakdown; other
unanticipated difficulties or interruptions in development, construction or production; other acts of God or
unfavourable operating conditions; and health and safety risks associated with spread of COVID-19
pandemic, and any future emergence and spread of similar pathogens.

Such risks could result in damage to, or destruction of, mineral properties or processing facilities, personal
injury or death, loss of key employees, environmental damage, delays in mining, monetary losses and
possible legal liability. Satisfying such liabilities may be very costly and could have a material adverse
effect on the Company’s future cash flow, results of operations and financial condition.

Conflicts of interest

Conflicts of interest may arise as a result of the directors and officers of the Company also holding positions
as directors and/or officers of other companies. Some of those persons who are directors and officers of
the Company have and will continue to be engaged in the identification and evaluation of assets and
businesses and companies on their own behalf and on behalf of other companies, and situations may arise
where the directors and officers may be in direct competition with the Company. Conflicts, if any, will be
subject to the procedures and remedies under the Business Corporations Act (British Columbia).

Internal control over financial reporting as per the requirements of the Sarbanes-Oxley Act

Management of the Company is responsible for establishing and maintaining an adequate system of
internal control over financial reporting, and used the Internal Control — Integrated Framework (2013) issued
by the Committee of Sponsoring Organizations of the Treadway Commission (“COSQO”) to evaluate, with
the participation of the CEO and CFO, the effectiveness of internal controls. The Company’s internal control
over financial reporting includes:

e maintaining records, that in reasonable detail, accurately and fairly reflect our transactions and
dispositions of the assets of the Company;

e providing reasonable assurance that transactions are recorded as necessary for preparation of our
consolidated financial statements in accordance with generally accepted accounting principles;

e providing reasonable assurance that receipts and expenditures are made in accordance with
authorizations of management and the directors of the Company; and

e providing reasonable assurance that unauthorized acquisition, use or disposition of company
assets that could have a material effect on the Company’s consolidated financial statements would
be prevented or detected on a timely basis.

Based on this evaluation, management concluded that the Company’s internal control over financial
reporting based on the criteria set forth in Internal Control — Integrated Framework (2013) issued by COSO
was effective as of March 31, 2021 and provided a reasonable assurance of the reliability of the Company’s
financial reporting and preparation of the financial statements.

31



No matter how well a system of internal control over financial reporting is designed, any system has inherent
limitations. Even systems determined to be effective can provide only reasonable assurance of the
reliability of financial statement preparation and presentation. Also, controls may become inadequate in the
future because of changes in conditions or deterioration in the degree of compliance with the Company’s
policies and procedures.

The failure to achieve and maintain the adequacy of our internal control over financial reporting on a timely
basis could result in the loss of investor confidence in the reliability of the financial statements, which in turn
could harm the business and negatively impact the trading price of shares or market value of other
securities. In addition, any failure to implement required new or improved controls, or difficulties
encountered in their implementation, could harm the operating results or cause to fail to meet the reporting
obligations. There can be no assurance that the Company will be able to remediate material weaknesses,
if any, identified in future periods, or maintain all of the controls necessary for continued compliance, and
there can be no assurance that the Company will be able to retain sufficient skilled finance and accounting
personnel, especially in light of the increased demand for such personnel among publicly traded companies.
Future acquisitions of companies may provide the Company with challenges in implementing the required
processes, procedures and controls in the acquired operations. Acquired companies may not have
disclosure controls and procedures or internal control over financial reporting that are as thorough or
effective as those required by securities laws currently applicable to the Company.

Outcome of current or future litigation or regulatory actions

Due to the nature of its business, the Company may be subject to numerous regulatory investigations,
claims, lawsuits and other proceedings in the ordinary course of its business. The results of these legal
proceedings cannot be predicted with certainty due to the uncertainty inherent in litigation, including the
discovery of evidence process, the difficulty of predicting decisions of judges and juries and the possibility
that decisions may be reversed on appeal. There can be no assurances that these matters will not have a
material adverse effect on the Company’s business.

No assurance can be given with respect to the ultimate outcome of current or future litigation or regulatory
proceedings, and the amount of any damages awarded or penalties assessed in such a proceeding could
be substantial. In addition to monetary damages and penalties, the allegations made in connection with the
proceedings may have a material adverse effect on the reputation of the Company and may impact its
ability to conduct operations in the normal course.

Litigation and regulatory proceedings also require significant resources to be expended by the directors,
officers and employees of the Company and as a result, the diversion of such resources could materially
affect the ability of the Company to conduct its operations in the normal course of business. Significant fees
and expenses may be incurred by the Company in connection with the investigation and defense of litigation
and regulatory proceedings. The Company may also be obligated to indemnify certain directors, officers,
employees and experts for additional legal and other expenses pursuant to such proceedings, which
additional costs may be substantial and could have a negative effect on the Company’s future operating
results. The Company may be able to recover certain costs and expenses incurred in connection with such
matters from its insurer. However, there can be no assurance regarding when or if the insurer will reimburse
the Company for such costs and expenses.

Bringing actions and enforcing judgments under U.S. securities laws
Investors in the U.S. or in other jurisdictions outside of Canada may have difficulty bringing actions and
enforcing judgments against the Company, its directors, its executive officers and some of the experts

named in this AIF based on civil liabilities provisions of the federal securities laws, other laws in the U.S.
state(s) in or the equivalent laws of other jurisdictions of residence.
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The Company'’s investment in New Pacific Metals Corp.

The Company is a strategic investor in New Pacific Metals, a Canadian public company listed on the TSX
under the symbol “NUAG” and NYSE American under the symbol “NEWP”. As at March 31, 2021, the
Company owned 43,917,216 or 28.6% interest in New Pacific Metals. New Pacific Metals is an exploration
company currently in the business of acquiring and exploring mineral properties. Investments in junior
mining companies involve volatile share prices, liquidity risk, and may result in possible loss of principal.
New Pacific Metals has no revenue from operations and no ongoing mining operations of any kind.

Resource exploration and development is a speculative business and involves a high degree of risk,
including, among other things, unprofitable efforts resulting both from the failure to discover mineral
deposits and from finding mineral deposits which, though present, are insufficient in size and grade at the
then prevailing market conditions to return a profit from production. The marketability of natural resources
which may be acquired or discovered by New Pacific Metals will be affected by numerous factors beyond
the control of New Pacific. These factors include market fluctuations, the proximity and capacity of natural
resource markets, and government regulations, including regulations relating to prices, taxes, royalties,
land use, importing and exporting of minerals and environmental protection. The exact effect of these
factors cannot be accurately predicted, but the combination of these factors may result in the Company not
receiving an adequate return on invested capital or the possible loss of principal.

Substantial expenditures are required to establish ore reserves through drilling, metallurgical, and other
testing techniques, determine metal content and metallurgical recovery processes to extract metal from the
ore, and construct, renovate, or expand mining and processing facilities. No assurance can be given that
any level of recovery of ore reserves will be realized or that any identified mineral deposit, even if it is
established to contain an estimated resource, will ever qualify as a commercial mineable ore body, which
can be legally and economically exploited.

In addition to the high degree of risk associated with investing in junior exploration mining companies, the
Company’s investment in New Pacific Metals entails an additional risk by virtue of the fact that its projects
are located in Bolivia. Bolivia's history since the mid-1960s has been one of political and economic
instability under various governments. Since 2006, the government has frequently intervened in the
national economy and social structure, including periodically imposing various controls, the effects of which
have been to restrict the ability of both domestic and foreign companies to operate freely. Although
Silvercorp believes that the current conditions in Bolivia are relatively stable and conducive to conducting
business, New Pacific Metals’ current and future mineral exploration and mining activities in Bolivia are
exposed to various levels of political, economic, and other risks and uncertainties. These risks and
uncertainties include, but are not limited to, co-operatives and community blockades, terrorism, hostage
taking, military repression, extreme fluctuations in currency exchange rates, high rates of inflation, political
and labour unrest, the risks of war or civil unrest, expropriation and nationalization, renegotiation or
nullification of existing concessions, licenses, permits and contracts, illegal mining, changes in taxation
policies, restrictions on foreign exchange and repatriation, changing political conditions, currency controls,
and governmental regulations that favour or require the awarding of contracts to local contractors or require
foreign contractors to employ citizens of, or purchase supplies from, a particular jurisdiction. Given the
political instability and social unrest in Bolivia following the general elections held on October 20, 2019,
there is no assurance that New Pacific will be successful in obtaining ratification of the mining production
contract (“MPC”) it signed with Corporacion Minera de Bolivia (COMIBOL) in a timely manner or at all, or
that they will be obtained on reasonable terms. New Pacific Metals cannot predict the government’s
positions on foreign investment, mining concessions, land tenure, environmental regulation, community
relations, or taxation. A change in government positions on these issues could adversely affect the
ratification of the MPC and New Pacific Metals’ business.

The Company'’s investment in Whitehorse Gold Corp.
The Company is a strategic investor in Whitehorse Gold, a Canadian public company listed on the TSX-V

under the symbol “WHG”. As at March 31, 2021, the Company owned 11,514,285 Whitehorse Gold
common shares or 26.99% interest in Whitehorse Gold (29.50% after the 2021 private placements).
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Whitehorse Gold is a junior exploration company currently in the business of acquiring and exploring
mineral properties. Investments in junior mining companies involve volatile share prices, liquidity risk, and
may result in possible loss of principal. Whitehorse Gold has no revenue from operations and no ongoing
mining operations of any kind.

Long-term operation of Whitehorse Gold’s business and its profitability are dependent, in part, on the cost
and success of its exploration and future development programs. Mineral exploration and development
involve a high degree of risk and historically few properties that are explored are ultimately developed into
producing mines. There is no assurance that Whitehorse Gold’s mineral exploration and future
development programs will result in any discoveries, expansions of mineral resources or the definition of
mineral reserves. There is also no assurance that, even if commercially viable quantities of mineral
resources or mineral reserves are discovered, a mineral property will be brought into commercial
production. Development of Whitehorse Gold’s mineral properties will only commence if it obtains
satisfactory exploration results. Discovery of mineral deposits is dependent upon a number of factors,
including the technical skill of the exploration geoscientists involved. The commercial viability of a mineral
deposit is also dependent upon a number of factors including: the particular attributes of the deposit such
as size, grade and proximity to infrastructure; metal prices; and government regulations including
regulations relating to royalties, allowable production, importing and exporting of minerals and
environmental protection. Most of the above factors are beyond the control of Whitehorse Gold.
Unsuccessful exploration or development programs could have a material adverse impact on Whitehorse
Gold’s operations and profitability.

In addition, Whitehorse Gold’s mineral projects are subject to a number of risks that may make it less
successful than anticipated, including, without limitation: (a) delays or higher than expected exploration
costs; (b) negative technical results and/or technical results that fail to deliver the required returns to render
the ongoing development of the Skukum Gold Project economic; (c) delays in receiving environmental
permits and/or social license from indigenous groups; (d) delays in receiving permits; (e) delays or higher
than expected costs in obtaining the necessary equipment or services to build and operate the Skukum
Gold Project; and (f) adverse mining conditions may delay and hamper the ability of Whitehorse Gold to
produce the expected quantities of minerals.

First Nation interests and rights as well as related consultation issues may impact Whitehorse Gold’s ability
to pursue exploration, development and mining at its properties. Whitehorse Gold intends to communicate
and consult with First Nations communities in order to foster a positive relationship with those groups but
there is no assurance that claims or other assertions of rights by First Nation communities or consultation
issues will not arise on or with respect to Whitehorse Gold’s properties or activities. Such claims and issues
could result in significant costs and delays or materially restrict Whitehorse Gold’s activities.

Cybersecurity Risks

The Company is subject to cybersecurity risks including unauthorized access to privileged information,
destroy data or disable, degrade or sabotage our systems, including through the introduction of computer
viruses. Although we take steps to secure our configurations and manage our information system, including
our computer systems, internet sites, emails and other telecommunications, and financial/geological data,
there can be no assurance that measures we take to 