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Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date.

Class Shares Outstanding July 26, 2010
Common stock, par value 256,085,076
$0.25 per share
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Item 1. Financial Statements
Part I - Financial Information

Hecla Mining Company and Subsidiaries

Condensed Consolidated Balance Sheets (Unaudited)
(In thousands, except shares)

June 30, December 31,
2010 2009

ASSETS
Current assets:
Cash and cash equivalents $197,378 $104,678
Investments - - 1,138
Accounts receivable:
Trade 22,753 25,141
Other, net 648 2,286
Inventories:
     Concentrates, doré, and stockpiled ore 15,404 12,563
     Materials and supplies 9,269 8,903
Current deferred income taxes 7,134 7,176
Other current assets 5,468 4,578
Total current assets 258,054 166,463
Non-current investments 1,262 2,157
Non-current restricted cash and investments 9,468 10,945
Properties, plants, equipment and mineral interests, net 815,331 819,518
Non-current deferred income taxes 38,250 38,476
Other non-current assets and deferred charges 7,370 9,225
Total assets $1,129,735 $1,046,784

LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities $23,325 $13,998
Accrued payroll and related benefits 6,832 14,164
Accrued taxes 4,984 6,240
Current portion of capital leases 1,760 1,560
Current portion of accrued reclamation and closure costs 5,815 5,773
Total current liabilities 42,716 41,735
Capital leases 2,899 3,281
Accrued reclamation and closure costs 122,000 125,428
Other noncurrent liabilities 11,390 10,855
Total liabilities 179,005 181,299
Commitments and contingencies (Notes 2, 4 and 9)

SHAREHOLDERS' EQUITY
Preferred stock, 5,000,000 shares authorized:
Series B preferred stock, $0.25 par value, 157,816 shares issued and outstanding,
liquidation preference 2010 — $7,891 and 2009 — $8,581 39 39

504 504
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Mandatory convertible preferred stock, $0.25 par value, 2,012,500 shares issued
and outstanding, liquidation preference 2010 — $201,250 and 2009 — $217,600
Common stock, $0.25 par value, authorized 2010 — 500,000,000 shares and 2009 —
400,000,000 shares; issued and outstanding 2010 — 255,480,549 shares and 2009 —
238,415,742 shares 63,967 59,604
Capital surplus 1,172,006 1,121,076
Accumulated deficit (268,803 ) (300,915 )
Accumulated other comprehensive loss (14,932 ) (14,183 )
Less treasury stock, at cost; 2010 – 335,957 and 2009 – 81,375 shares (2,051 ) (640 )
Total shareholders’ equity 950,730 865,485
Total liabilities and shareholders’ equity $1,129,735 $1,046,784

The accompanying notes are an integral part of the interim condensed consolidated financial statements.

-4-
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Part I - Financial Information (Continued)

Hecla Mining Company and Subsidiaries

Condensed Consolidated Statements of Operations and Comprehensive Income (Loss) (Unaudited)
 (Dollars and shares in thousands, except for per-share amounts)

Three Months Ended Six Months Ended
June 30, 2010 June 30, 2009 June 30, 2010 June 30, 2009

Sales of products $88,631 $74,610 $168,506 $129,331

Cost of sales and other direct production costs 35,545 41,526 71,815 71,160
Depreciation, depletion and amortization 15,020 15,927 31,089 31,145
Total cost of sales 50,565 57,453 102,904 102,305
Gross profit 38,066 17,157 65,602 27,026

Other operating expenses:
General and administrative 4,664 4,604 8,777 9,328
Exploration 5,820 1,236 9,249 2,264
Other operating expense 1,601 1,348 2,565 2,624
(Gain) loss on disposition of properties,
plants, and equipment - - - - - - (6,228 )
Termination of employee benefit plan - - - - - - (8,950 )
P r o v i s i o n  f o r  c l o s e d  o p e r a t i o n s  a n d
environmental matters 1,389 1,029 4,765 1,906
Total other operating expenses 13,474 8,217 25,356 944
Income from operations 24,592 8,940 40,246 26,082

Other income (expense):
Gain on sale of investments - - - - 588 - -
Gain on derivative contracts 1,999 - - 1,999 - -
Loss on impairment of investments (739 ) (3,018 ) (739 ) (3,018 )
Interest and other income 16 136 67 346
Debt-related fees - - (464 ) - - (5,739 )
Interest expense, net of amount capitalized (529 ) (2,750 ) (1,207 ) (7,430 )
Total other income (expense) 747 (6,096 ) 708 (15,841 )

Income before income taxes 25,339 2,844 40,954 10,241
Income tax provision (8,255 ) (345 ) (2,026 ) (430 )

Net income 17,084 2,499 38,928 9,811
Preferred stock dividends (3,409 ) (3,409 ) (6,817 ) (6,817 )

I n c o m e  ( l o s s )  a p p l i c a b l e  t o  c o m m o n
shareholders $13,675 $(910 ) $32,111 $2,994

Comprehensive income:
Net income $17,084 $2,499 $38,928 $9,811
Change in derivative contracts - - 624 - - 1,026
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Reclassification of loss on sale or impairment
of marketable securities included in net
income (loss) 739 3,018 739 3,018
Unrea l i zed  ho ld ing  ga ins  ( los ses )  on
investments (510 ) (230 ) (1,488 ) 53

Comprehensive income $17,313 $5,911 $38,179 $13,908

Basic  income per  common share  af ter
preferred dividends $0.06 $0.00 $0.13 $0.01

Diluted income per common share after
preferred dividends $0.05 $0.00 $0.12 $0.01

Weighted average number of common shares
outstanding - basic 248,549 222,417 245,371 209,659

Weighted average number of common shares
outstanding - diluted 266,374 222,417 263,868 210,475

The accompanying notes are an integral part of the interim condensed consolidated financial statements.

-5-
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Part I - Financial Information (Continued)

Hecla Mining Company and Subsidiaries

Condensed Consolidated Statements of Cash Flows (Unaudited)
(In thousands)

Six Months Ended
June 30, 2010 June 30, 2009

Operating activities:
   Net income $38,928 $9,811

   Non-cash elements included in net income:
      Depreciation, depletion and amortization 31,177 31,145
      Gain on sale of investments (588 ) - -
      Loss on impairment of investments 739 3,018
      Gain on disposition of properties, plants and equipment - - (6,228 )
      Provision for reclamation and closure costs 2,502 822
      Stock compensation 2,473 1,911
      Preferred shares issued for debt-related expenses - - 4,262
      Deferred income taxes 268 - -
      Amortization of loan origination fees 320 2,264
      Gain on termination of employee benefit plan - - (8,950 )
      (Gain) loss on derivative contracts (2,202 ) 1,230
      Other non-cash charges, net 328 773

   Change in assets and liabilities:
      Accounts receivable 4,023 (13,154 )
      Inventories (3,207 ) 62
      Other current and non-current assets 2,517 (1,578 )
      Accounts payable and accrued liabilities 10,018 (8,657 )
      Accrued payroll and related benefits (7,332 ) 1,595
      Accrued taxes (1,256 ) 417
      Accrued reclamation and closure costs and other non-current liabilities (5,354 ) 844

   Cash provided by operating activities 73,354 19,587

Investing activities:
   Additions to properties, plants, equipment and mineral interests (26,427 ) (9,267 )
   Proceeds from sale of investments 1,138 - -
   Proceeds from disposition of properties, plants and equipment - - 8,017
   Changes in restricted cash and investment balances 1,476 (215 )

   Net cash used in investing activities (23,813 ) (1,465 )

Financing activities:
   Proceeds from exercise of stock options and warrants 45,562 - -
   Proceeds from issuance of stock, net of related costs - - 128,316
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   Acquisition of treasury shares (693 ) - -
   Dividends paid to preferred shareholders (966 ) - -
   Payments on interest rate swap - - (1,946 )
   Repayments of debt and capital leases (744 ) (123,605 )

   Net cash provided by financing activities 43,159 2,765

Change in cash and cash equivalents:
   Net increase cash and cash equivalents 92,700 20,887
   Cash and cash equivalents at beginning of period 104,678 36,470

   Cash and cash equivalents at end of period $197,378 $57,357

Significant non-cash investing and financing activities:
   Addition of capital lease obligations $563 $3,938
   Preferred stock issued for debt-related fees $- - $4,262
   Preferred stock dividends paid in common stock $19,620 $- -

The accompanying notes are an integral part of the interim condensed consolidated financial statements.

-6-
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Note 1.    Basis of Preparation of Financial Statements

In the opinion of management, the accompanying unaudited interim condensed consolidated financial statements and
notes to interim condensed consolidated financial statements contain all adjustments, consisting of normal recurring
items, necessary to present fairly, in all material respects, the financial position of Hecla Mining Company and its
consolidated subsidiaries (“we” or “our” or “us”).  These unaudited interim condensed consolidated financial statements
should be read in conjunction with our audited consolidated financial statements and related footnotes as set forth in
our annual report filed on Form 10-K for the year ended December 31, 2009, as it may be amended from time to time.

The results of operations for the periods presented may not be indicative of those which may be expected for a full
year.  The unaudited condensed consolidated financial statements have been prepared pursuant to the rules and
regulations of the Securities and Exchange Commission.  Certain information and footnote disclosures normally
included in financial statements prepared in accordance with generally accepted accounting principles in the United
States (“GAAP”) have been condensed or omitted pursuant to those rules and regulations, although we believe that the
disclosures are adequate to make the information not misleading.

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities as of the date of the financial statements, the
reported amounts of revenues and expenses during the reporting period and the disclosures of contingent
liabilities.  Accordingly, ultimate results could differ materially from those estimates.

Note 2.    Investments and Restricted Cash

Investments

At December 31, 2009, the fair value of our current investments was $1.1 million, which represented stock having a
cost basis of approximately $0.6 million.  These shares were sold in January 2010 for proceeds of $1.1 million,
resulting in a pre-tax gain of approximately $0.5 million.  No current investments were held at June 30, 2010.

At June 30, 2010 and December 31, 2009, the fair value of our non-current investments was $1.3 million and $2.2
million, respectively. Marketable equity securities are carried at fair market value, as they are classified as
“available-for-sale.” The cost basis of these non-current investments, representing equity securities, was approximately
$1.2 and $1.9 million, respectively, at June 30, 2010 and December 31, 2009.  During the second quarters of 2010 and
2009, we recognized losses of $0.7 million and $3.0 million, respectively, on impairments of certain common shares
as we determined the impairment to be other-than-temporary.

Our accumulated other comprehensive loss balance at June 30, 2010 included total unrealized gains of $0.1 million for
investments held having a net gain position and total unrealized losses of $0.1 million for investments held having a
net loss position.

Restricted Cash and Investments

Various laws and permits require that financial assurances be in place for certain environmental and reclamation
obligations and other potential liabilities.  Restricted investments primarily represent investments in money market
funds and certificates of deposit.  These investments that are restricted are to be used primarily for reclamation
funding or for funding surety bonds and were $10.3 million and $11.8 million at June 30, 2010 and December 31,
2009, respectively.  
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Note 3.   Income Taxes

Major components of our income tax provision for the three months and six months ended June 30, 2010 and 2009 are
as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,

2010 2009 2010 2009
Current:
Federal $1,530 $(8 ) $1,358 $(8 )
State 230 - - 169 - -
Foreign 115 353 230 438

       Total current income tax provision 1,875 345  1,757 430

Deferred:
Federa l  and s ta te  deferred income tax
provision 6,380 - - 7,928 - -
Discrete benefit for change in valuation
allowance attributable to future periods - - - - (7,659 ) - -

Total deferred income tax provision   6,380   - -   269   - -

Total income tax provision $8,255 $345 $2,026 $430

           We assessed our estimate for the realization of our net deferred tax assets as of June 30, 2010.  Our ability to
utilize our deferred tax assets depends on future taxable income generated from operations. For the three months
ended June 30, 2010, there were no significant fluctuations in metal prices or other events that caused us to change our
assessment of the ability to generate future taxable income to realize the currently recognized deferred tax
assets.  After second quarter 2010 utilization of $6.4 million, the net deferred tax asset at June 30, 2010 was $45.4
million.

During the quarter ended March 31, 2010, changes in circumstances caused a change in judgment regarding the
realizability of our deferred tax assets and a reduction to the valuation allowance by $11 million. These factors were
an increase in average metals prices and an increase in consensus price forecasts used as the basis for projected future
taxable income.  A portion of the reduction to the valuation allowance of $3 million was attributable to 2010 operating
results and continues to be realized during the current year as a reduction in the effective rate for the period.  The
remaining reduction in valuation allowance of $7.7 million attributable to future periods was recognized as a discrete
item during the period ended March 31, 2010.

The current income tax provisions for the three and six-month periods ended June 30, 2010 and 2009 vary from the
amounts that would have resulted from applying the statutory income tax rate to pre-tax income primarily due to the
effects of percentage depletion and the changes in valuation allowance in the respective periods.

-8-
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Note 4.    Commitments and Contingencies

Bunker Hill Superfund Site

In 1994, our wholly owned subsidiary, Hecla Limited, as a potentially responsible party under the Comprehensive
Environmental Response, Compensation and Liability Act of 1980 (“CERCLA”), entered into a Consent Decree with
the U.S. Environmental Protection Agency (“EPA”) and the State of Idaho concerning environmental remediation
obligations at the Bunker Hill Superfund site, a 21-square-mile site located near Kellogg, Idaho (the “Bunker Hill site”).
The 1994 Consent Decree (the “Bunker Hill Decree” or “Decree”) settled Hecla Limited’s response-cost responsibility
under CERCLA at the Bunker Hill site. Parties to the Decree included Hecla Limited, Sunshine Mining and Refining
Company (“Sunshine”) and ASARCO Incorporated (“ASARCO”). Sunshine subsequently filed bankruptcy and settled all
of its obligations under the Bunker Hill Decree.

In 1994, Hecla Limited entered into a cost-sharing agreement with other potentially responsible parties, including
ASARCO, relating to required expenditures under the Bunker Hill Decree. ASARCO was in default of its obligations
under the cost-sharing agreement and consequently in August 2005, Hecla Limited filed a lawsuit against ASARCO in
Idaho State Court seeking amounts due Hecla Limited for work completed under the Decree. Additionally, Hecla
Limited claimed certain amounts due Hecla Limited under a separate agreement related to expert costs incurred to
defend both parties with respect to the Coeur d’Alene River Basin litigation in Federal District Court, discussed further
below. After Hecla Limited filed suit, ASARCO filed for Chapter 11 bankruptcy protection in United States
Bankruptcy Court in Texas in August 2005. As a result of this filing, an automatic stay was put in effect for Hecla
Limited’s claims against ASARCO. Hecla Limited was unable to proceed with the Idaho State Court litigation against
ASARCO because of the stay, and asserted Hecla Limited’s claims in the context of the bankruptcy proceeding.

In late September 2008, Hecla Limited reached an agreement with ASARCO to allow Hecla Limited’s claim against
ASARCO in ASARCO’s bankruptcy proceedings in the amount of approximately $3.3 million.  Hecla Limited’s claim
included approximately $3.0 million in clean up costs incurred by Hecla Limited for ASARCO’s share of such costs
under the cost sharing agreement with ASARCO related to the Bunker Hill Decree.  The remaining $330,000 is
litigation-related costs incurred by Hecla Limited for ASARCO’s share of expert fees in the Basin litigation.  The
agreement also provides that Hecla Limited and ASARCO release each other from any and all liability under the cost
sharing agreement, the Bunker Hill Decree and the Coeur d’Alene River Basin CERCLA site.  That agreement was
approved by the United States Bankruptcy Court for the Southern District of Texas (the “Bankruptcy Court”) on October
27, 2008.

On July 9, 2008, the United States and the State of Idaho reached a settlement agreement with ASARCO under the
Bunker Hill Decree. That agreement, among other things, provided for the payment by ASARCO of $16.8 million for
various costs and settled ASARCO’s liability under the Decree.  The Bankruptcy Court approved that settlement on
August 1, 2008.

In late 2009, both the Bankruptcy Court and the U.S. Federal District Court in Texas approved ASARCO’s Plan of
Reorganization.  As a result, in December 2009 Hecla Limited received all of its $3.3 million allowed claim plus
interest from ASARCO in the bankruptcy proceeding.  In addition, pursuant to the approved Plan of Reorganization in
the ASARCO bankruptcy proceeding, the United States and the State of Idaho received approximately $16.8 million,
plus interest, from ASARCO for their allowed combined claims under the Bunker Hill Decree.

-9-
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In March 2010, Hecla Limited received an invoice from the EPA to recover response costs incurred by the EPA in
performing work required by the Bunker Hill Decree between January 2002 and March 2006. The invoice was a
demand for payment of a portion of the costs previously identified by the EPA in its notice to Hecla Limited in
December 2005 (which was not a demand for payment).  This invoice was for approximately $5.3 million and
represented the total costs alleged to have been incurred by the EPA at the Bunker Hill Site during the period less
approximately $9.5 million received by the EPA toward these costs from the ASARCO bankruptcy in late 2009. Prior
to this invoice, Hecla Limited had determined a range of potential liability for these costs of between $2.7 and $6.8
million.  Because Hecla Limited believed no dollar amount within the range was more likely than any other based on
the information available to it at that time, Hecla Limited accrued $2.7 million for this potential liability representing
the minimum of the range.  Based upon the March 2010 invoice, Hecla Limited increased its accrual for this potential
liability to $5.3 million in the first quarter of 2010, and paid the invoice amount in May 2010.

Our aggregate accrued liability balance relating to the Bunker Hill site was $3.5 million and $6.7 million, respectively,
at June 30, 2010 and December 31, 2009. The June 30, 2010 liability balance represents Hecla Limited’s estimated
portion of the remaining remediation activities associated with the site and its estimated portion of a long-term
institutional controls program required by the Bunker Hill Decree. ASARCO’s remaining share of its future obligations
under the Bunker Hill Decree has been settled in the context of the bankruptcy proceeding and has been paid through
proceeds from an ASARCO trust created in 2003 for the purpose of funding certain of ASARCO’s environmental
obligations, as well as distributions to the State of Idaho and U.S. for their claims which have been approved and
made in December 2009 under the approved Plan of Reorganization in ASARCO’s bankruptcy proceeding. Although
Hecla Limited believes the amounts paid to the United States and the State of Idaho by ASARCO will reduce the total
remaining obligations under the Decree, because of disputes and uncertainties with regard to the remaining obligations
under the Decree, there can be no assurance as to the ultimate disposition of Hecla Limited’s environmental liability
associated with the Bunker Hill site.

Coeur d’Alene River Basin Environmental Claims

Coeur d’Alene Indian Tribe Claims

In July 1991, the Coeur d’Alene Indian Tribe (“Tribe”) brought a CERCLA lawsuit in Idaho Federal District Court
against Hecla Limited, ASARCO and a number of other mining companies asserting claims for damages to natural
resources downstream from the Bunker Hill site over which the Tribe alleges some ownership or control. The Tribe’s
natural resource damage litigation has been consolidated with the United States’ litigation described below. Because of
various bankruptcies and settlements of other defendants, Hecla Limited is the only remaining defendant in the Tribe’s
natural resource damages case.

U.S. Government Claims

In March 1996, the United States filed a lawsuit in Idaho Federal District Court against certain mining companies,
including Hecla Limited, that conducted historic mining operations in the Silver Valley of northern Idaho. The lawsuit
asserts claims under CERCLA and the Clean Water Act, and seeks recovery for alleged damages to, or loss of, natural
resources located in the Coeur d’Alene River Basin (“Basin”) in northern Idaho for which the United States asserts it is
the trustee under CERCLA. The lawsuit claims that the defendants’ historic mining activity resulted in releases of
hazardous substances and damaged natural resources within the Basin. The suit also seeks declaratory relief that Hecla
Limited and other defendants are jointly and severally liable for response costs under CERCLA for historic mining
impacts in the Basin outside the Bunker Hill site. Hecla Limited has asserted a number of defenses to the United
States’ claims.
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In May 1998, the EPA announced that it had commenced a Remedial Investigation/ Feasibility Study under CERCLA
for the entire Basin, including Lake Coeur d’Alene, as well as the Bunker Hill site, in support of its response cost
claims asserted in its March 1996 lawsuit. In October 2001, the EPA issued its proposed cleanup plan for the Basin.
The EPA issued the Record of Decision (“ROD”) on the Basin in September 2002, proposing a $359 million Basin-wide
cleanup plan to be implemented over 30 years and establishing a review process at the end of the 30-year period to
determine if further remediation would be appropriate.  In 2009, the EPA commenced a process expected by late 2010
to result in an amendment to the ROD for the Basin adopting certain changes to the ecological cleanup plan for the
upper portion of the Basin.  In February 2010, the EPA issued a draft focused feasibility study report which presents
and evaluates alternatives for cleanup of the upper portions of the Basin.  On July 12, 2010, the EPA released for
public comment its proposed plan for cleanup of the upper portion of the Basin.  Although the final remedy has not
been selected, the proposed cleanup plan is estimated to cost, in net present value terms, approximately $1.3 billion,
including work in the Bunker Hill site for which Hecla Limited’s liability was previously established under the Bunker
Hill Decree.

During 2000 and 2001, Hecla Limited was involved in settlement negotiations with representatives of the United
States, the State of Idaho and the Tribe. These settlement efforts were unsuccessful. However, Hecla Limited has
resumed settlement negotiations of these and other matters, but it is not possible to predict the outcome of these
efforts.

Phase I of the trial on the consolidated Tribe’s and the United States’ claims commenced in January 2001, and was
concluded in July 2001. Phase I addressed the extent of liability, if any, of the defendants and the allocation of liability
among the defendants and others, including the United States. In September 2003, the Court issued its Phase I ruling,
holding that Hecla Limited has some liability for Basin environmental conditions. The Court refused to hold the
defendants jointly and severally liable for historic tailings releases and instead allocated a 22% share of liability to
ASARCO and a 31% share of liability to Hecla Limited for impacts resulting from these releases. The portion of
damages, past costs and cleanup costs to which this 31% applies, other cost allocations applicable to Hecla Limited
and the Court’s determination of an appropriate cleanup plan is to be addressed in Phase II of the litigation. The Court
also left issues on the deference, if any, to be afforded the United States’ cleanup plan, for Phase II.

The Court found that while certain Basin natural resources had been injured, “there has been an exaggerated
overstatement” by the plaintiffs of Basin environmental conditions and the mining impact. The Court significantly
limited the scope of the trustee plaintiffs’ resource trusteeship and will require proof in Phase II of the litigation of the
trustees’ percentage of trusteeship in co-managed resources. As stated in their own filings, the United States’ and the
Tribes’ claims for natural resource damages for Phase II may be in the range of $2.0 billion to $3.4 billion. Hecla
Limited believes it has limited liability for natural resource damages because of the actions of the Court described
above. Moreover, because of a number of factors relating to the quality and uncertainty of the United States’ and
Tribe’s natural resources damage claims, Hecla Limited is currently unable to estimate what, if any, liability or range
of liability it may have for these claims.

Two of the defendant mining companies, Coeur d’Alene Mines Corporation and Sunshine Mining and Refining
Company, settled their liabilities under the litigation during 2001. On March 13, 2009 the United States reached
agreement with ASARCO concerning ASARCO’s liability in the Coeur d’Alene Basin in the litigation.  The agreement,
among other things, required the payment by ASARCO of approximately $482 million to the United States or certain
trusts. That agreement was approved by the Bankruptcy Court on June 5, 2009. The approval was appealed by
ASARCO’s corporate parent.  In late 2009, both the Bankruptcy Court and the U.S. Federal Court in Texas approved
ASARCO’s Plan of Reorganization which, among other things, resolved the parent’s appeal of  the June 5, 2009
Order.  As a result of ASARCO’s receiving approval of its Plan of Reorganization in the bankruptcy proceeding, and
the distribution of approximately $482 million, plus interest, to the United States in December 2009, Hecla Limited
anticipates ASARCO will be dismissed as a defendant in the Idaho Federal Court litigation and Hecla Limited will be
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the only defendant remaining in the litigation. Because of the nature of this settlement and of the bankruptcy
proceeding, Hecla Limited does not believe the Basin environmental claims asserted against ASARCO in the
bankruptcy proceeding or settlement distribution amounts are indicative of Hecla Limited’s potential liability in the
Basin litigation.  Phase II of the trial was scheduled to commence in January 2006. However, as a result of ASARCO’s
bankruptcy filing, the Idaho Federal Court vacated the January 2006 trial date. Due to ASARCO’s resolution of its
liability in the Basin in the context of its bankruptcy proceeding, Hecla Limited anticipates the Court will schedule a
status conference to address rescheduling the Phase II trial date sometime in late-2010.

-11-
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In 2003, Hecla Limited estimated the range of potential liability for remediation in the Basin to be between $18
million and $58 million and accrued the minimum of the range, as it believed no amount in the range was more likely
than any other amount at that time.  In the second quarter of 2007, Hecla Limited determined that the cash payment
approach to estimating its potential liability used in 2003 was not reasonably likely to be successful, and changed to
an approach of estimating its liability through the implementation of actual remediation in portions of the Basin.  As a
result, Hecla Limited finalized an upper Basin cleanup plan, including a cost estimate, and reassessed its potential
liability for remediation of other portions of the Basin, which caused Hecla Limited to increase its estimate of
potential liability for Basin cleanup to the range of $60 million to $80 million.  Accordingly, in June 2007, Hecla
Limited recorded a provision of $42 million, which increased Hecla Limited’s total accrual for remediation in the
Basin from $18 million to $60 million, the low end of the estimated range of liability, with no amount in the range
being more likely than any other amount.  The accrual is not discounted, as the timing of the expenditures is uncertain,
but is expected to occur over the next 20 to 30 years.

In expert reports exchanged with the defendants in August and September 2004, the United States claimed to have
incurred approximately $87 million for past environmental study, remediation and legal costs associated with the
Basin for which it is alleging it is entitled to reimbursement in Phase II. In its claims filed in the ASARCO bankruptcy
case, the U.S. increased this claim to $180 million. A portion of these costs is also included in the work to be done
under the ROD. With respect to the United States’ past cost claims, as of June 30, 2010, Hecla Limited has determined
a potential range of liability for this past response cost to be $5.6 million to $13.6 million, with no amount in the range
being more likely than any other amount.

Although the United States has previously issued its ROD proposing a cleanup plan totaling approximately $359
million and its past cost claim is $87 million, based upon the Court’s prior orders, including its September 2003 order
and other factors and issues to be addressed by the Court in Phase II of the trial, Hecla Limited currently estimates the
range of its potential liability for both past costs and remediation (but not natural resource damages as discussed
above) in the Basin to be $65.6 million to $93.6 million (including the potential range of liabilities of $60 million to
$80 million for Basin cleanup, and  $5.6 million to $13.6 million for the United States’ past cost claims as discussed
above), with no amount in the range being more likely than any other at this time. Hecla Limited has accrued the
minimum liability within this range, which at June 30, 2010, was $65.6 million. It is possible that Hecla Limited’s
ability to estimate what, if any, additional liability it may have relating to the Basin may change in the future
depending on a number of factors, including, but not limited to, any amendments to the ROD, information obtained or
developed by Hecla Limited prior to Phase II of the trial and its outcome, settlement negotiations, and any interim
court determinations. There can be no assurance as to the outcome of the Basin environmental claims and Hecla
Limited believes it is possible that a combination of various events, as discussed above, or other events could be
materially adverse to its financial results or financial condition.

Insurance Coverage Litigation

In 1991, Hecla Limited initiated litigation in the Idaho District Court, County of Kootenai, against a number of
insurance companies that provided comprehensive general liability insurance coverage to Hecla Limited and its
predecessors. Hecla Limited believes the insurance companies have a duty to defend and indemnify Hecla Limited
under their policies of insurance for all liabilities and claims asserted against it by the EPA and the Tribe under
CERCLA related to the Bunker Hill site and the Basin. In 1992, the Idaho State District Court ruled that the primary
insurance companies had a duty to defend Hecla Limited in the Tribe’s lawsuit. During 1995 and 1996, Hecla Limited
entered into settlement agreements with a number of the insurance carriers named in the litigation. Prior to 2009,
Hecla Limited has received a total of approximately $7.2 million under the terms of the settlement agreements. Thirty
percent (30%) of these settlements were paid to the EPA to reimburse the U.S. Government for past costs under the
Bunker Hill Decree. Litigation is still pending against one insurer with trial suspended until the underlying
environmental claims against Hecla Limited are resolved or settled. The remaining insurer in the litigation, along with
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a second insurer not named in the litigation, is providing Hecla Limited with a partial defense in all Basin
environmental litigation. As of June 30, 2010, Hecla Limited has not recorded a receivable or reduced its accrual for
reclamation and closure costs to reflect the receipt of any potential insurance proceeds.
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BNSF Railway Company Claim

In early November 2008, legal counsel for the BNSF Railway Company (“BNSF”) submitted a contribution claim under
CERCLA against Hecla Limited for approximately $52,000 in past costs BNSF incurred in investigation of
environmental conditions at the Wallace Yard near Wallace, Idaho. BNSF asserts that a portion of the Wallace Yard
site includes the historic Hercules Mill owned and operated by Hercules Mining Company and that Hecla Limited is a
successor to Hercules Mining Company. BNSF proposes that we reimburse them for the $52,000 in past costs and
agree to pay all future clean up for the Hercules mill portion of the site, estimated to be $291,000, and 12.5% of any
other site costs that cannot be apportioned. In April 2010, a settlement was approved for cleanup of the Wallace Yard
and nearby spur lines. The settlement was approved in federal court between the Union Pacific Railroad, BNSF, and
the State of Idaho and the United States on behalf of the EPA.  We believe construction related to the cleanup will
begin in 2010. Hecla Limited requested and received additional information from BNSF and Hecla Limited is
investigating the claim BNSF sent to it; however, we do not believe that the outcome of this claim will have a material
adverse effect on Hecla Limited’s or our results from operations or financial position.  Hecla Limited has not recorded
a liability relating to the claim as of June 30, 2010.

Rio Grande Silver Guaranty

On February 21, 2008, our wholly-owned subsidiary, Rio Grande Silver Inc. (“Rio”), entered into an agreement with
Emerald Mining & Leasing, LLC (“EML”) and Golden 8 Mining, LLC (“G8”) to acquire the right to earn-in to a 70%
interest in the San Juan Silver Joint Venture, which holds a land package in the Creede Mining District of
Colorado.  On October 24, 2008, Rio entered into an amendment to the agreement which delays the incurrence of
qualifying expenses to be paid by Rio pursuant to the original agreement.  In connection with the amended agreement,
we are required to guarantee certain environmental remediation-related obligations of EML and G8 to Homestake
Mining Company of California (“Homestake”) up to a maximum liability to us of $2.5 million.  As of June 30, 2010, we
have not been required to make any payments pursuant to the guaranty.  We may be required to make payments in the
future, limited to the $2.5 million maximum liability, should EML and G8 fail to meet their obligations to Homestake
(which has since been acquired by Barrick Gold Corp.). However, to the extent that any payments are made by us
under the guaranty, EML and G8, in addition to other parties named in the amended agreement, have jointly and
severally agreed to reimburse and indemnify us for any such payments.  We have not recorded a liability relating to
the guaranty as of June 30, 2010.

Lucky Friday Water Permit Exceedances

In late 2008 and during 2009, Hecla Limited experienced a number of water permit exceedances for water discharges
at its Lucky Friday unit.  In April 2009, Hecla Limited entered into a Consent Agreement and Final Order (“CAFO”)
and a Compliance Order with the EPA, which included an extended compliance timeline.  In connection with the
CAFO, Hecla Limited agreed to pay an administrative penalty to the EPA of $177,500 to settle any liability for such
exceedances.  Hecla Limited has undertaken efforts that have been successful in bringing its water discharges at the
Lucky Friday unit into compliance with the permit, but cannot provide assurances that it will be able to fully comply
with the permit limits, particularly in the near future.

States of South Dakota and Colorado Superfund Sites Related to CoCa Mines, Inc.

In 1991, Hecla Limited acquired all of the outstanding common stock of CoCa Mines, Inc. (“CoCa”).
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In 2008, the EPA made a formal request for information regarding the Gilt Edge Mine Site located in Lawrence
County, South Dakota, and asserted CoCa may be liable for environmental cleanup at the site.  The Gilt Edge Mine
Site was explored and/or operated as far back as the 1890s.  CoCa was involved in a joint venture that conducted
limited exploration work at the site during the 1980s.    The EPA believes that a cleanup action is required at the
site.  Hecla Limited did not acquire CoCa until 1991, well after CoCa discontinued its involvement with the Gilt Edge
property.  Therefore, we believe that Hecla Limited is not liable for any cleanup, and if CoCa might be liable, it has no
substantial assets with which to satisfy any such liability.

In 2009, the EPA made a formal request for information regarding the Nelson Tunnel/Commodore Waste Rock Pile
Superfund Site in Creede, Colorado.  CoCa was involved in exploration and mining activities in Creede during the
1970s and the 1980s.  Hecla Limited did not acquire CoCa until 1991, well after Coca discontinued its historical
activities in the vicinity of the site.  Therefore, we believe that Hecla Limited is not liable for any cleanup, and if
CoCa might be liable, it has no substantial assets with which to satisfy any such liability.

Although CoCa has received a general notice of Superfund liability from EPA at the Gilt Edge site, no formal claim
for cleanup-related costs has been made for either site.  However, there can be no assurance that additional claims
against CoCa or its parent corporations will not be asserted in the future.

Other Commitments
Our contractual obligations as of June 30, 2010 included approximately $3.7 million for various capital projects at the
Greens Creek unit, and approximately $10.6 million for commitments relating to non-capital items at Greens Creek. In
addition, our commitments relating to open purchase orders at June 30, 2010 included approximately $1.1 million and
$1.3 million, respectively, for various capital items at the Greens Creek and Lucky Friday units, and approximately
$0.8 million and $0.6 million, respectively, for various non-capital costs.  We also have total commitments of
approximately $4.3 million relating to scheduled payments on capital leases, including interest, for equipment at our
Greens Creek and Lucky Friday units (see Note 9 for more information).

We had letters of credit for approximately $9.4 million outstanding as of June 30, 2010 for reclamation and workers’
compensation insurance bonding.

Other Contingencies

We are subject to other legal proceedings and claims not disclosed above which have arisen in the ordinary course of
our business and have not been finally adjudicated. These can include, but are not limited to, legal proceedings and/or
claims pertaining to environmental or safety matters.  Although there can be no assurance as to the ultimate
disposition of these other matters, we believe the outcome of these other proceedings will not have a material adverse
effect on our results from operations or financial position.
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Note 5.    Earnings Per Common Share

The following table reconciles weighted average common shares used in the computations of basic and diluted
earnings per share for the three-month and six-month periods ended June 30, 2010 and 2009 (thousands, except
per-share amounts):

Three Months Ended
June 30,

Six Months Ended
June 30,

2010 2009 2010 2009
Numerator
Net income $17,084 $2,499 $38,928 $9,811
Preferred stock dividends (3,409 ) (3,409 ) (6,817 ) (6,817 )
Net income (loss) applicable to common
shares for basic and diluted earnings per share $13,675 $(910 ) $32,111 $2,994
Denominator
Basic weighted average common shares 248,549 222,417 245,371 209,659
Dilutive stock options and restricted stock 17,825 - - 18,497 816
Diluted weighted average common shares 266,374 222,417 263,868 210,475
Basic earnings per common share
Net income (loss) applicable to common
shares $0.06 $0.00 $0.13 $0.01

Diluted earnings per common share
Net income (loss) applicable to common
shares $0.05 $0.00 $0.12 $0.01

Diluted income per share for the three and six months ended June 30, 2010 and 2009 exclude the potential effects of
outstanding shares of our convertible preferred stock, as their conversion and exercise would have no effect on the
calculation of dilutive shares.

For the three-month and six-month periods ended June 30, 2010, options to purchase 876,240 shares of our common
stock were excluded from the computation of diluted earnings per share because the exercise price of the options
exceeded the average price of our stock during the periods and therefore would not affect the calculation of earnings
per share.  Options to purchase 1,713,925 shares of our common stock, restricted share unit awards totaling 543,847
shares of our common stock, 1,045,321 shares to be distributed in January 2010 for payment of bonuses, and warrants
to purchase 38,717,816 shares of our common stock were not included in the computation of diluted earnings per
share in the three-month period ended June 30, 2009 due to net losses that would cause their conversion and exercise
to have no effect on the calculation of earnings per share.  For the six-month period ended June 30, 2009, options to
purchase 1,713,925 shares of our common stock and warrants to purchase 38,717,816 shares of our common stock
were excluded from the computation of diluted earnings per share because the exercise price of the options and
warrants exceeded the average price of our stock during the periods and therefore would not affect the calculation of
earnings per share.

Note 6.    Business Segments

We are currently organized and managed by two reporting segments: the Greens Creek unit and the Lucky Friday unit.

General corporate activities not associated with operating units and their various exploration activities, as well as
discontinued operations and idle properties, are presented as “other.”  Interest expense, interest income and income taxes
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are considered general corporate items, and are not allocated to our segments.
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The following tables present information about reportable segments for the three and six months ended June 30, 2010
and 2009 (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,

2010 2009 2010 2009
Net sales from operations to unaffiliated
customers:
Greens Creek $66,941 $55,557 $123,482 $95,571
Lucky Friday 21,690 19,053 45,024 33,760

$88,631 $74,610 $168,506 $129,331

Income (loss) from operations:
Greens Creek $27,662 $11,826 $43,786 $27,859
Lucky Friday 8,625 5,021 18,306 7,328
Other (11,695 ) (7,907 ) (21,846 ) (9,105 )

$24,592 $8,940 $40,246 $26,082

The following table presents identifiable assets by reportable segment as of June 30, 2010 and December 31, 2009 (in
thousands):

June 30, December 31,
2010 2009

Identifiable assets:
   Greens Creek $ 758,974 $ 771,433
   Lucky Friday 131,013 116,797
   Other 239,748 158,554

$ 1,129,735 $ 1,046,784

Note 7.   Employee Benefit Plans

We sponsor defined benefit pension plans covering substantially all U.S. employees.  Net periodic pension cost for the
plans consisted of the following for the three and six months ended June 30, 2010 and 2009 (in thousands):

Three Months Ended
June 30,

Pension Benefits Other Benefits
2010 2009 2010 2009

Service cost $550 $567 $12 $3
Interest cost 931 916 19 14
Expected return on plan assets (1,260 ) (1,169 ) -- - -
Amortization of prior service cost 150 150 13 - -
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Amortization of net (gain) loss 217 309 (12 ) (11 )
Net periodic benefit cost $588 $773 $32 $6
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Six Months Ended
June 30,

Pension Benefits Other Benefits
2010 2009 2010 2009

Service cost $1,101 $1,134 $23 $7
Interest cost 1,862 1,831 37 28
Expected return on plan assets (2,520 ) (2,337 ) - - - -
Amortization of prior service cost 301 301 26 (1 )
Amortization of net (gain) loss 433 617 (23 ) (22 )
Net periodic benefit cost $1,177 $1,546 $63 $12

We do not expect to contribute to the pension plans during the year.

At the end of March 2009 we made the decision to terminate a post-retirement medical benefit plan covering
employees at our Greens Creek unit.  As a result, we recognized a $9 million non-cash gain on termination of the plan
during the first quarter of 2009.

Note 8.    Shareholders’ Equity

Common shares authorized and issued

We are authorized to issue 500,000,000 shares of common stock, $0.25 par value per share, of which 255,816,506
shares were issued at June 30, 2010.  In May 2010 our shareholders voted to approve an amendment to our Certificate
of Incorporation increasing the number of authorized shares of our common stock from 400,000,000 to 500,000,000.

Share-based Compensation Plans

We periodically grant stock options and/or restricted stock unit awards to our employees and directors.  We measure
the fair value of compensation cost for stock options issued pursuant to our plans using the Black-Scholes options
pricing model.  Stock option grants generally vest immediately. However, grants to individual executives upon hiring
or retention vest over a defined service period, with cost amortized over that period. We measure compensation cost
for restricted stock unit grants at the closing price of our stock at the time of grant, net of estimated
forfeiture.  Restricted stock unit grants vest after a named period, usually one year, with compensation cost amortized
over that period.

On May 5, 2010 the board of directors granted, under already existing plans, 302,446 stock options. The exercise price
of the stock options is $5.52. The options expire five years after grant.  The fair value of the stock options granted
during 2010 was measured using the following assumptions:

Grant Date Expected Life
Expected
Volatility

Risk-Free
Interest Rate

Grant Date
Fair Value per

Option
May 5, 2010 2.92 years 92% 1.43% $3.21

On May 5, 2010 the board of directors also granted 41,650 stock units that vested on June 11, 2010, and 276,646
restricted stock units that vest in May 2011.
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For stock units issued, under the terms of the plan and upon vesting, management authorized a net settlement of
distributable shares to employees after consideration of individual employees’ tax withholding obligations, at the
election of each employee.  As a result, in the second quarter of 2010, we repurchased 128,892 shares for $0.7 million,
or approximately $5.37 per share.  An additional 125,690 shares were issued as treasury shares pursuant to a cashless
stock option exercise.
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In March 2009, certain portions of employee bonuses, which were accrued at December 31, 2008, were paid with
1,784,671 stock units.  Of these units, 739,350 were distributed as shares of common stock issued to the employees in
March of 2009. The remaining 1,045,321 units were deferred and distributed as shares of common stock in January
2010.

Share-based compensation expense for stock option and restricted stock unit grants recorded in the first six months of
2010 totaled $2.5 million, compared to $1.9 million in the same period last year.

In May 2010, we issued a total of 48,825 common shares to nonemployee directors.  In May 2009, we issued 22,568
common shares to nonemployee directors.

During the second quarter of 2010, our shareholders voted to approve the adoption of our 2010 Stock Incentive Plan
and to reserve up to 20,000,000 shares of common stock for issuance under the 2010 Stock Incentive Plan.  Our 1995
Stock Incentive Plan expired in May 2010.

Preferred Stock Dividends Paid in Common Stock

In January 2010, $16.3 million in dividends declared and unpaid for the fourth quarter of 2008 and the year ended
December 31, 2009 on our Mandatory Convertible preferred stock were paid in 2,649,231 shares of our common
stock (with cash for fractional shares).  The number of shares of common stock issued as dividends was calculated
based on 97% of the average of the closing prices of our common stock over the five consecutive trading day period
ending on the second day immediately preceding the dividend payment date.

On April 1, 2010, the declared regular quarterly dividend on the outstanding shares of our Mandatory Convertible
preferred stock of approximately $3.3 million was paid in 631,334 shares of our Common Stock (with cash for
fractional shares).  On July 1, 2010, the declared regular quarterly dividend on the outstanding shares of our
Mandatory Convertible preferred stock of approximately $3.3 million was paid in 604,637 shares of our Common
Stock (with cash for fractional shares).  The number of shares of Common Stock issued as dividends was calculated
based on 97% of the average of the closing prices of our Common Stock over the five consecutive trading day period
ending on the second day immediately preceding the dividend payment date.
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Warrants

The following table summarizes certain information about our stock purchase warrants at June 30, 2010:

Warrants Exercise Price

Value at
Issuance Date
(in thousands)

Expiration Date/
Exercise Date

Warrants Issued:
Series 1 warrants to purchase common
stock 7,682,927 $2.45 $5,335 June 2014
Series 1 warrants to purchase common
stock 460,976 2.56 400 June 2014
Series 3 warrants to purchase common
stock 18,400,000 2.50 14,816 August 2014
Series 4 warrants to purchase common
stock 12,173,913 3.68 14,168 June 2010
Total Warrants Issued 38,717,816 34,719
Warrants Exercised:
Series 3 warrants to purchase common
stock (15,000 ) 2.50 (12 ) September 2009
Series 3 warrants to purchase common
stock (8,500 ) 2.50 (7 ) November 2009
Series 3 warrants to purchase common
stock (15,000 ) 2.50 (12 ) February 2010
Series 4 warrants to purchase common
stock (2,908,515 ) 3.68 (3,385 ) April 2010
Series 3 warrants to purchase common
stock (15,000 ) 2.50 (12 ) May 2010
Series 4 warrants to purchase common
stock (1,091,967 ) 3.68 (1,271 ) May 2010
Series 4 warrants to purchase common
stock (8,173,431 ) 3.68 (9,512 ) June 2010

Total Warrants Outstanding 26,490,403 $20,508

As illustrated in the table above, all Series 4 warrants outstanding to purchase 12,173,913 shares of our common stock
were exercised during the second quarter of 2010, resulting in proceeds to us of approximately $44.8 million.

Note 9.    Credit Facilities and Capital Leases

Credit Facilities

In October 2009 we entered into an amended $60 million senior secured revolving credit agreement, which was
amended in March 2010 to extend the term of the amended agreement and reduce the commitment fee rate and
interest rate spreads. The facility is secured by our Greens Creek assets, including the shares of common stock owned
by us in the wholly-owned subsidiaries that hold the equity interest in the joint venture that owns the Greens Creek
mine.  Amounts borrowed under the credit agreement are available for general corporate purposes.  The interest rate
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on outstanding loans under the agreement is 4.0% above the LIBOR or an alternative base rate plus an applicable
margin of 3.0%.  We are required to pay a standby fee of 1.4% per annum on undrawn amounts under the revolving
credit agreement.  The credit facility is effective until March 12, 2013. We incurred $0.3 million in interest expense in
the first half of 2010 for the amortization of loan origination fees and $0.5 million in interest expense for commitment
fees relating to the revolving credit agreement.  We have not drawn funds on the current revolving credit facility as of
the filing date of this Form 10-Q.  The credit agreement includes various covenants and other limitations related to our
various financial ratios and indebtedness and investments, as well as other information and reporting requirements,
including the following limitations:

•  Leverage ratio (calculated as total debt divided by EBITDA) of not more than 3.0:1.
•  Interest coverage ratio (calculated as EBITDA divided by interest expense) of not less than 3.0:1.
•  Current ratio (calculated as current assets divided by current liabilities) of not less than 1.10:1.

•  Tangible net worth of greater than $500 million.
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During the first half of 2009 we incurred interest totaling $8.3 million related to the previous version of our credit
facility, including $2.3 million for the amortization of loan origination fees and $1.4 million related to an interest swap
(see Note 11 for more information).

Capital Leases

We entered into two 36-month lease agreements in January 2009 for equipment at our Greens Creek and Lucky Friday
units and a 48-month lease agreement in May 2010 for equipment at Greens Creek, which we have determined to be
capital leases.  As of June 30, 2010, we recorded $6.3 million for the gross amount of assets acquired under the capital
leases and $1.8 million in accumulated depreciation, in Properties, plants, equipment and mineral interests.  We have a
total liability balance of $4.7 million at June 30, 2010 relating to the lease obligations, with $1.8 million of the
liability classified as current and the remaining $2.9 million classified as non-current.  At December 31, 2009, the
total liability balance associated with capital leases was $4.8 million, with $1.6 million of the liability classified as
current and $3.2 million classified as non-current.  The total obligation for future minimum future lease payments was
$5.2 million at June 30, 2010, with $0.6 million attributed to interest.

At June 30, 2010, the annual maturities of capital lease commitments, including interest, are (in thousands):

  Twelve-month period ending June 30,
2011 $ 2,128
2012 1,857
2013 1,186
2014 61
Total 5,232
Less:  imputed interest (573)
Net capital lease obligation $ 4,659

During the first half of 2010, $1.2 million in total interest incurred was recorded to expense, with no amount
capitalized.  During the first half of 2009, $1.2 million in total interest expense incurred was capitalized and $7.4
million was expensed.

Note 10.    Developments in Accounting Pronouncements

In February 2010, the FASB issued Accounting Standards Update (“ASU”) 2010-09, which, among other things,
amended Subtopic 855-10 with respect to the date through which evaluation of subsequent events must occur and
under which circumstances such date must be disclosed.  The update amended Subtopic 855-10 so that an SEC filer is
not required to disclose the date through which subsequent events have been evaluated. This change alleviates
potential conflicts between Subtopic 855-10 and the SEC’s requirements. All of the amendments in this update became
effective upon issuance, with limited exceptions.  Adoption of this guidance did not have a material impact on our
consolidated financial statements.

During February 2010, the FASB also issued ASU 2010-08, which corrected existing guidance for various topics. The
update became generally effective for the first reporting period (including interim periods) beginning after
issuance.  These corrections did not have a material impact on our consolidated financial statements.

In January 2010, the FASB issued ASU 2010-06, which amends Subtopic 820-10 to require new disclosures regarding
the amounts of and reasons for significant transfers in and out of Levels 1 and 2 fair value measurement categories,
and separate information about purchases, sales, issuances, and settlements in Level 3 fair value measurements.  ASU
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2010-06 also clarifies existing fair value measurement disclosures to provide for fair value measurement disclosures
for each class of assets and liabilities, even within a line item in the statement of financial position, and to provide
disclosures about the valuation techniques and inputs used to measure fair value for both recurring and nonrecurring
fair value measurements that fall in either the Level 2 or Level 3 categories.
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ASU 2010-06 also includes conforming amendments to the guidance on employers’ disclosures about post-retirement
benefit plan assets (Subtopic 715-20), changes the terminology in Subtopic 715-20 from major categories of assets to
classes of assets, and provides a cross reference to the guidance in Subtopic 820-10 on how to determine appropriate
classes to present fair value disclosures.

The new disclosures and clarifications of existing disclosures in ASU 2010-06 became effective for interim and
annual reporting periods beginning after December 15, 2009, except for the disclosures about purchases, sales,
issuances and settlements in the roll forward of activity in Level 3 fair value measurements.  Those disclosures are
effective for fiscal years beginning after December 15, 2010, and for interim periods within those fiscal
years.  Adoption of this guidance has not had a material impact on our consolidated financial statements and is not
expected to have a material impact on our consolidated financial statements in the future.

Note 11.    Derivative Instruments

At times, we use commodity forward sales commitments, commodity swap contracts and commodity put and call
option contracts to manage our exposure to fluctuation in the prices of certain metals which we produce. Contract
positions are designed to ensure that we will receive a defined minimum price for certain quantities of our production,
thereby partially offsetting our exposure to fluctuations in the market. These instruments do, however, expose us to
other risks, including the amount by which the contract price differs from the spot price of a commodity, and
nonperformance by the counterparties to these agreements.

In April 2010, we began utilizing forward contracts to sell lead and zinc at fixed prices for settlement at approximately
the same time that our unsettled concentrate sales contracts will settle.  The settlement of each concentrate contract is
based on the average spot price of the metal during the month of settlement, which may differ from the prices used to
record the sale when the sale takes place.  The objective of the forward contracts is to manage the exposure to changes
in prices of zinc and lead contained in our concentrate shipments between the time of sale and final settlement.  These
contracts do not qualify for hedge accounting and are marked-to-market through earnings each period.  At June 30,
2010, we recorded an asset of $0.5 million, which is included in other current assets, and a liability of $0.1 million,
which is included in accounts payable and accrued liabilities, for the fair value of the contracts.  We recognized a $5.9
million net gain on the contracts during the three and six-month periods ended June 30, 2010, which is included in
sales of products.

In addition, in May 2010 we began utilizing forward contracts to manage the exposure of changes in prices of zinc and
lead contained in our forecasted future concentrate shipments.  These contracts do not qualify for hedge accounting
and are marked-to-market through earnings each period.  At June 30, 2010, we recorded an asset of $1.7 million,
which is included in other current assets, for the fair value of the contracts.  We recognized a $2.0 million net gain on
the contracts, including $0.3 million in gains realized on settled contracts, during the three and six-month periods
ended June 30, 2010. The net gain on these contracts is included as a separate line item under other income (expense),
as they relate to forecasted future shipments, as opposed to sales that have already taken place but are subject to final
pricing.

Our concentrate sales are based on a provisional sales price containing an embedded derivative that is required to be
separated from the host contract for accounting purposes. The host contract is the receivable from the sale of the
concentrates at the forward price at the time of the sale. The embedded derivative, which does not qualify for hedge
accounting, is adjusted to market value through earnings each period prior to final settlement.
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Historically we have periodically used derivative financial instruments to manage interest rate risk. In May 2008, we
entered into an interest rate swap agreement that had the economic effect of modifying the LIBOR-based variable
interest obligations associated with the previous version of our credit facility.  As a result, the interest payable related
to the term facility balance was to be fixed at a rate of 9.38% until the scheduled maturity of September 30, 2010
pursuant to the amended and restated credit facility. Hedge accounting was applied for this swap and the terms of the
interest rate swap agreement including notational amounts, interest rate reset dates, and maturity dates matched the
terms of the hedged note to which the swap agreement pertained.  At inception and on an ongoing basis, we performed
an effectiveness test using the hypothetical derivative method, and the swap was determined to be highly effective at
offsetting changes in the fair value of the hedged note.  The interest rate swap was designated as a cash flow hedge,
and the fair value of the swap was calculated using the discounted cash flow method based on market observable
inputs.  In October 2009 we repaid the remaining facility balance and settled the remaining fair value liability
associated with the swap.  During the six month period ended June 30, 2009, we recognized $1.4 million in interest
expense related to the ineffective portion of the swap.

Note 12.    Fair Value Measurement

The table below sets forth our assets and liabilities that were accounted for at fair value on a recurring basis and the
fair value calculation input hierarchy level that we have determined applies to each asset and liability category (in
thousands).  

Description June 30, 2010

Quoted prices in
active markets for

identical assets
(Level 1)

Significant other
observable inputs

(Level 2)
Assets:
Cash and cash equivalents:
   Money market funds and other bank deposits (1) $ 197,378 $ 197,378 $ - -
Available for sale securities:
   Equity securities – mining industry 1,262 1,262 - -
Trade accounts receivable:
   Receivables from provisional concentrate sales 22,753 - - 22,753
Derivative contracts:
   Base metal forward contracts 2,254 - - 2,254
Restricted cash balances:
   Certificates of deposit and other bank deposits (1) 10,297 10,297 - -

Total assets $ 233,944 $ 208,937 $ 25,007

Liabilities:
Derivative contracts:
   Base metal forward contracts $ 52 $ - - $ 52

(1)  Based on our analysis of the nature and risks of these investments, we determined that presenting them as a single
class is appropriate.
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Trade accounts receivable include amounts due to us for shipments of concentrates sold to smelters.  Revenues and the
corresponding accounts receivable for sales of metals products are recorded when title and risk of loss transfer to the
customer (generally at the time of shipment).  Sales of concentrates are recorded using forward prices for the
anticipated month of settlement applied to our estimate of payable metal quantities contained in each shipment.  Sales
are recorded net of estimated treatment and refining charges, which are also impacted by changes in metals prices and
quantities of contained metals.  We must estimate the prices at which sales of our concentrates will be settled due to
the time elapsed between shipment and final settlement with the smelter.  Receivables for previously recorded
concentrate sales are adjusted to reflect estimated settlement metals prices at the end of each period until final
settlement by the smelter.  We obtain the forward metals prices used each period from a pricing service.  Changes in
metal prices between shipment and final settlement will result in changes to revenues previously recorded upon
shipment.  The embedded derivative contained in our concentrate sales is adjusted to fair market value through
earnings each period prior to final settlement.

During the second quarter of 2010, we began utilizing forward contracts to manage the exposure of changes in prices
of zinc and lead contained in our concentrate shipments that have not reached final settlement.  We also began
utilizing forward contracts in the second quarter of 2010 to manage the exposure of changes in prices of zinc and lead
contained in our forecasted future concentrate shipments (see Note 11 for more information).  These contracts do not
qualify for hedge accounting, and are marked-to-market through earnings each period.  The fair value of each contract,
which is provided to us by the counterparties, represents the difference between the forward metal price for the
contract settlement period as of the measurement date and the contract settlement metal price, multiplied by the
quantity of metal involved in the contract.

Note 13.    Sale of the Velardeña Mill

On March 9, 2009, we completed the sale of our processing facility located in Velardeña, Mexico to ECU Silver
Mining Inc. (“ECU”) for $8 million in cash and 750,000 shares of ECU common stock, valued at $0.3 million at the
time of the transaction.  Ore produced from the San Sebastian and Don Sergio mines at our San Sebastian unit was
processed at the Velardeña mill.  Processing of economic ore was completed during the fourth quarter of 2005, and the
mill was placed on care and maintenance at that time.  The mill had a book value of approximately $3 million at the
time of the sale.  We recognized a pre-tax gain of approximately $6.2 million during the first quarter of 2009 as a
result of the sale.  The gain includes $1.0 million related to the elimination of the asset retirement obligation
associated with the mill.
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Item 2.                        Management's Discussion and Analysis of Financial Condition and Results of Operations

Certain statements contained in this Form 10-Q, including in Management’s Discussion and Analysis of Financial
Condition and Results of Operations and Quantitative and Qualitative Disclosure About Market Risk, are intended to
be covered by the safe harbor provided for under Section 27A of the Securities Act of 1933, as amended, and Section
21E of the Securities Exchange Act of 1934, as amended.  Our forward-looking statements include our current
expectations and projections about future results, performance, results of litigation, prospects and opportunities. We
have tried to identify these forward-looking statements by using words such as “may,” “will,” “expect,” “anticipate,” “believe,”
“intend,” “feel,” “plan,” “estimate,” “project,” “forecast” and similar expressions.  These forward-looking statements are based on
information currently available to us and are expressed in good faith and believed to have a reasonable
basis.  However, our forward-looking statements are subject to a number of risks, uncertainties and other factors that
could cause our actual results, performance, prospects or opportunities to differ materially from those expressed in, or
implied by, these forward-looking statements.

These risks, uncertainties and other factors include, but are not limited to, those set forth under Part I, Item 1A –
Business – Risk Factors in our annual report filed on Form 10-K for the year ended December 31, 2009.  Given these
risks and uncertainties, readers are cautioned not to place undue reliance on our forward-looking statements.  All
subsequent written and oral forward-looking statements attributable to Hecla Mining Company or to persons acting on
our behalf are expressly qualified in their entirety by these cautionary statements.  Except as required by federal
securities laws, we do not intend to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.

Overview

Hecla Mining Company and its predecessors or subsidiaries have provided precious and base metals to the U.S.
economy and worldwide since 1891. We discover, acquire, develop, produce, and market silver, gold, lead and zinc.

We produce both metal concentrates, which we sell to custom smelters, and unrefined gold and silver bullion bars,
which may be sold as doré or further refined before sale to precious metals traders.  We are organized and managed
into two segments that encompass our operating units and significant exploration interests:  the Greens Creek and
Lucky Friday units.

Metals prices represent one of our greatest opportunities and risks, as well as the basis for some of our most
significant estimates. In the second quarter and first six months of 2010, the average prices of silver, gold, zinc and
lead all were higher than their levels from the same periods last year, as illustrated by the table in Results of
Operations below.
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The map below shows the locations of our operating units and our exploration projects, as well as our corporate
offices located in Coeur d’Alene, Idaho and Vancouver, British Columbia.

Our current business strategy is to focus our financial and human resources in the following areas:
•  operating our properties cost-effectively;
•  expanding our proven and probable reserves and production capacity at our operating properties;
•  maintaining and investing in exploration projects in the vicinities of four mining districts we believe to be

under-explored and under-invested: North Idaho’s Silver Valley in the historic Coeur d’Alene Mining District; at our
Greens Creek unit on Alaska’s Admiralty Island located near Juneau; the silver-producing district near Durango,
Mexico; and the Creede district of Southwestern Colorado; and

•  continuing to seek opportunities to acquire and invest in mining properties and companies
 (see the Results of Operations and Financial Liquidity and Capital Resources sections below).

Our estimate for 2010 silver production is between 10 and 11 million ounces.

Results of Operations

For the second quarter and first six months of 2010 we recorded income applicable to common shareholders of $13.7
million and $32.1 million ($0.06 and $0.13 per common share (basic), respectively) compared to a loss applicable to
common shareholders of $0.9 million ($0.00 per common share) for the second quarter of 2009 and income applicable
to common shareholders of $3.0 million ($0.01 per common share) during the first six months of 2009.  The following
factors led to the improved results for the second quarter and first six months of 2010 compared to the same periods in
2009:

•  Increased gross profit at our Greens Creek and Lucky Friday units of $17.3 million and $3.6 million, respectively,
for the second quarter of 2010 and by $27.4 million and $11.1 million, respectively, for the first six months of 2010
compared to the same 2009 periods (see the Greens Creek Segment and Lucky Friday Segment sections below for
further discussion of these variances).

•  Increased average prices for silver, gold, zinc and lead for the 2010 periods, as illustrated in the following table:
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Three months ended June 30, Six months ended June 30,
2010 2009 2010 2009

Silver –London PM Fix ($/ounce) $ 18.32 $ 13.73 $ 17.62 $ 13.17
Realized price per ounce $ 18.96 $ 14.15 $ 17.94 $ 14.04

Gold – London PM Fix ($/ounce) $ 1,196 $ 922 $ 1,152 $ 915
Realized price per ounce $ 1,246 $ 970 $ 1,178 $ 954

Lead –
LME Final Cash Buyer
($/pound) $ 0.88 $ 0.68 $ 0.95 $ 0.60
Realized price per pound $ 0.93 $ 0.77 $ 0.93 $ 0.69

Zinc –
LME Final Cash Buyer
($/pound) $ 0.92 $ 0.67 $ 0.98 $ 0.60
Realized price per pound $ 0.89 $ 0.77 $ 0.92 $ 0.71

Concentrate sales are generally recorded as revenues at the time of shipment at forward prices for the estimated month
of settlement, which differ from average market prices.  Due to the time elapsed between shipment of concentrates and
final settlement with the smelters, we must estimate the prices at which sales of our metals will be settled.  Previously
recorded sales are adjusted to estimated settlement metal prices each period through final settlement.  For the second
quarter and first six months of 2010, we recorded negative adjustments to provisional settlements of $5.7 million and
$8.7 million, respectively, compared to positive price adjustments to provisional settlements of $3.1 million and $8.4
million in the second quarter and first six months of 2009. The price adjustments for the 2010 periods related to zinc
and lead contained in our concentrate shipments were partially offset by net gains on forward contracts for those
metals initiated in the second quarter of 2010 (see Note 11 of Notes to Condensed Consolidated Financial Statements
(Unaudited) for more information).  The net gains on these contracts, which are included in revenues and impact the
realized prices for zinc and lead, totaled $5.9 million for the second quarter and first six months of 2010.  The
differences between our realized metal prices and average market prices are due primarily to price adjustments
included in our revenues resulting from the difference between metal prices upon transfer of title of concentrates to the
buyer and metal prices at the time of final settlement.  Timing differences between the forward contracts and
concentrate shipments also contribute to the differences between realized and average market prices for lead and zinc.
•  Valuation allowance adjustment to our deferred tax asset balance resulted in $6.1 million income tax benefit

recognized in the first quarter of 2010, with no comparable adjustment recorded in the corresponding 2009
period.  However, amortization of our deferred tax asset resulted in a $6.4 million income tax provision recognized
in the second quarter of 2010, with no comparable adjustment recorded in the corresponding 2009 period (see Note
3 of Notes to Condensed Consolidated Financial Statements (Unaudited) for more information).

•  Lower interest expense during the second quarter and first six months of 2010 by $2.2 million and $6.2 million,
respectively, compared to the same 2009 periods. The decrease is the result of repayment in October 2009 of the
remaining debt incurred for the purchase of the 70.3% interest in the Greens Creek joint venture (see Note 9 of
Notes to Condensed Consolidated Financial Statements (Unaudited) for more information on our debt facilities).

•  $5.7 million in debt-related fees recognized during the first six months of 2009, including $4.3 million for preferred
shares issued pursuant to our amended and restated credit agreement and $1.4 million for professional fees incurred
related to compliance with the previous version of our amended and restated credit agreement (see Note 9 of Notes
to Condensed Consolidated Financial Statements (Unaudited) for more information).

•  $3.0 million loss on impairment of investments recognized in the second quarter of 2009 related to our shares of
Rusoro stock received in the sale of our Venezuelan operations compared to a $0.7 million impairment loss
recognized on the Rusoro stock recognized during the second quarter of 2010 (see Note 2 of Notes to Condensed
Consolidated Financial Statements (Unaudited) for more information).

•  A $2.0 million gain on derivative contracts in the second quarter and first six months of 2010 related to forward
contracts on forecasted future zinc and lead sales, with no comparable activity in the corresponding 2009 periods.
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The factors discussed above were partially offset by the following other significant items affecting the comparison of
our operating results for the second quarter and first six months of 2010 to the results for the same 2009 periods:

•   The termination of an employee benefit plan resulting in a non-cash gain of $9.0 million recognized in the first
quarter of 2009 (see Note 7 of Notes to Condensed Consolidated Financial Statements (Unaudited) for more
information). The sale of our Velardeña mill in Mexico in March 2009 generating a pre-tax gain of $6.2 million in
the first quarter of 2009 (see Note 13 of Notes to Condensed Consolidated Financial Statements (Unaudited) for
more information).

•Higher exploration expense by $4.6 million and $6.9 million in the second quarter and first six months of 2010,
respectively, compared to the same 2009 periods due to an increase in exploration activity at or near our current
operations at the Greens Creek and Lucky Friday units, at our San Sebastian unit in Mexico, and at the San Juan
Silver project in Colorado.

• Higher provision for closed operations and environmental matters by $0.4 million and $2.9 million in the second
quarter and first six months of 2010, respectively.  We recorded a $2.4 million adjustment to increase our liability
balance associated with the Bunker Hill Superfund Site recorded in the first quarter of 2010 (see Note 4 of Notes to
Condensed Consolidated Financial Statements (Unaudited) for more information).

The Greens Creek Segment

Below is a comparison of the operating results and key production statistics of our Greens Creek segment (dollars are
in thousands, except for per ton and per ounce amounts):

Three months ended June 30, Six months ended June 30,
2010 2009 2010 2009

Sales $66,941 $55,557 $123,482 $95,571
Cost of sales and other direct production costs (24,624 ) (30,252 ) (49,687 ) (50,039 )
Depreciation, depletion and amortization (13,108 ) (13,425 ) (27,188 ) (26,357 )
Gross profit $29,209 $11,880 $46,607 $19,175

Tons of ore milled 204,972 205,122 403,096 396,606
Production:
   Silver (ounces) 1,831,279 2,115,098 3,432,934 4,111,951
   Gold (ounces) 17,880 15,925 34,742 33,974
   Zinc (tons) 19,481 16,874 39,161 32,994
   Lead (tons) 6,535 5,353 13,215 10,539
Payable metal quantities sold:
   Silver (ounces) 1,298,423 1,768,238 2,527,686 3,263,619
   Gold (ounces) 13,423 14,492 26,275 27,622
   Zinc (tons) 15,779 16,311 29,587 26,647
   Lead (tons) 4,569 3,656 9,122 7,189
Ore grades:
   Silver ounces per ton 12.42 13.80 11.66 13.95
   Gold ounces per ton 0.14 0.13 0.13 0.13
   Zinc percent 10.82 9.20 11.01 9.40
   Lead percent 4.12 3.32 4.20 3.42
Mining cost per ton $41.30 $40.43 $41.65 $42.28
Milling cost per ton $22.28 $20.13 $22.17 $21.64
Total cash cost per silver ounce (1) $(4.56 ) $2.14 $(5.45 ) $2.66
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(1)A reconciliation of this non-GAAP measure to cost of sales and other direct production costs and depreciation,
depletion and amortization, the most comparable GAAP measure, can be found below in Reconciliation of Total
Cash Costs (non-GAAP) to Costs of Sales and Other Direct Production Costs and Depreciation, Depletion and
Amortization (GAAP).
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The $17.3 million and $27.4 million increases in gross profit during the second quarter and first six months of 2010,
respectively, compared to the same 2009 periods were primarily the result of higher average market and realized
prices in the 2010 periods for all metals produced at Greens Creek, as discussed in Results of Operations above, and
higher zinc and lead production due to higher ore grades for those metals.  The impact of these items was partially
offset by 10% and 16% decreases in silver ore grades for the second quarter and first six months of 2010, respectively,
which resulted in lower silver production in the 2010 periods. The ore grade variances are due to differences in the
sequencing of production from the various mine areas as a part of the overall mine plan.  In addition, gross profit at
Greens Creek was impacted by negative price adjustments to revenues during the second quarter and first six months
of 2010 of $4.9 million and $8.2 million, respectively, compared to positive price adjustments of $2.4 million and
$6.9 million for the second quarter and first six months of 2009, respectively. Price adjustments to revenues result
from changes in metals prices between transfer of title of concentrates to buyers and final settlements during the
period.  The impact of the negative price adjustments for the 2010 periods was partially offset by net gains of $5.4
million on forward contracts related to zinc and lead contained in concentrates shipped during the second quarter of
2010 (see Note 11 of Notes to Condensed Consolidated Financial Statements (Unaudited) for more information).  Cost
of sales and other direct production costs decreased by 19% and 12% in the second quarter and first six months of
2010 compared to the same 2009 periods, due primarily to the timing of shipments, which is reflected in payable
metal quantities sold in the table above.

Cash cost per ounce decreased by $6.70 for the second quarter of 2010 compared to the same 2009 period primarily as
a result of higher by-product credits by $12.58 per ounce, due to higher average market and realized zinc, lead and
gold prices and higher zinc and lead ore grades, partially offset by higher treatment and freight costs and production
costs by $3.68 and $2.19 per ounce, respectively.  Cash cost per ounce decreased by $8.11 for the six-month period
ended June 30, 2010 compared to the same 2009 period due primarily to higher by-product credits by $15.89 per
ounce partially offset by higher treatment and freight costs, production costs, and mine license taxes by $5.15, $2.23
and $0.39 per ounce, respectively.  While value from zinc, lead and gold by-products is significant, we believe that
identification of silver as the primary product is appropriate because:

•  silver has historically accounted for a higher proportion of revenue than any other metal and is expected to do so in
the future;

•  we have historically presented Greens Creek as a producer primarily of silver, based on the original analysis that
justified putting the project into production, and believe that consistency in disclosure is important to our investors
regardless of the relationships of metals prices and production from year to year;

•  metallurgical treatment maximizes silver recovery;
•  the Greens Creek deposit is a massive sulfide deposit containing an unusually high proportion of silver; and
•  in most of its working areas, Greens Creek utilizes selective mining methods in which silver is the metal targeted

for highest recovery.

We periodically review our proven and probable reserves to ensure that reporting of primary products and by-products
is appropriate.  Within our cost per ounce of silver calculations, because we consider zinc, lead and gold to be
by-products of our silver production, the values of these metals offset increases in operating costs due to increased
prices.
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The Lucky Friday Segment

The following is a comparison of the operating results and key production statistics of our Lucky Friday segment
(dollars are in thousands, except for per ton and per ounce amounts):

Three months ended June 30, Six months ended June 30,
2010 2009 2010 2009

Sales $21,690 $19,053 $45,024 $33,760
Cost of sales and other direct production costs (10,921 ) (11,274 ) (22,128 ) (21,121 )
Depreciation, depletion and amortization (1,912 ) (2,502 ) (3,901 ) (4,788 )
Gross profit $8,857 $5,277 $18,995 $7,851

Tons of ore milled 79,428 84,188 171,469 170,634
Production:
   Silver (ounces) 797,385 868,339 1,679,464 1,734,637
   Lead (tons) 5,047 5,297 10,548 10,936
   Zinc (tons) 2,142 2,536 4,673 5,127
Payable metal quantities sold:
   Silver (ounces) 728,641 847,257 1,541,618 1,624,538
   Lead (tons) 4,604 5,129 9,659 10,069
   Zinc (tons) 1,523 1,878 3,369 3,711
Ore grades:
   Silver ounces per ton 10.75 11.03 10.51 10.84
   Lead percent 6.80 6.79 6.61 6.89
   Zinc percent 3.09 3.43 3.12 3.46
Mining cost per ton $56.62 $61.67 $54.71 $58.70
Milling cost per ton $15.35 $15.70 $14.87 $14.84
Total cash cost per silver ounce (1) $4.47 $6.41 $3.81 $7.22

(1)  A reconciliation of this non-GAAP measure to cost of sales and other direct production costs and depreciation,
depletion and amortization, the most comparable GAAP measure, can be found below in Reconciliation of Total
Cash Costs (non-GAAP) to Costs of Sales and Other Direct Production Costs and Depreciation, Depletion and
Amortization (GAAP).

The $3.6 million and $11.1 million increases in gross profit for the second quarter and first six months of 2010,
respectively, compared to the same 2009 periods resulted primarily from higher average market and realized silver,
lead and zinc prices, as discussed in Results of Operations above. The impact of higher prices was partially offset by
lower silver ore grades and negative price adjustments to revenues of $0.8 million and $0.5 million for the second
quarter and first six months of 2010, respectively, compared to positive price adjustments of $0.7 million and $1.5
million for the comparable 2009 periods.  The negative price adjustments in the 2010 periods were partially offset by
gains on forward contracts of $0.5 million related to lead and zinc contained in concentrates shipped during the second
quarter of 2010. In addition, a stoppage of mining activities for approximately two weeks in the second quarter of
2010 for repairs in a shaft designated as a secondary escape way adversely impacted production.

The $1.94 decrease in total cash cost per silver ounce for the second quarter of 2010 compared to the same 2009
period is due primarily to higher lead and zinc by-product credits by $3.22 per ounce resulting from increased average
market and realized prices for those metals, partially offset by higher expensed project and infrastructure costs by
$1.14.  The $3.41 decrease in total cash cost per silver ounce for the six-months ended June 30, 2010 compared to the
same 2009 period is attributed to higher by-product credits by $5.04 per ounce partially offset by higher expensed
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project and infrastructure, profit sharing, treatment and freight, and production costs by $0.69, $0.56, $0.29 and $0.23
per ounce, respectively. While value from lead and zinc is significant at the Lucky Friday, we believe that
identification of silver as the primary product, with zinc and lead as by-products, is appropriate because:

•  silver has historically accounted for a higher proportion of revenue than any other metal and is expected to do so in
the future;

•  the Lucky Friday unit is situated in a mining district long associated with silver production; and
•  the Lucky Friday unit generally utilizes selective mining methods to target silver production.
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We periodically review our proven and probable reserves to ensure that reporting of primary products and by-products
is appropriate.  Within our cost per ounce of silver calculations, because we consider zinc and lead to be by-products
of our silver production, the values of these metals have offset increases in operating costs due to the increased
average prices.

Over the past years we have evaluated alternatives for deeper access at the Lucky Friday mine in order to expand its
operational life.  As a result, we have initiated engineering, procurement of long lead time equipment, development,
and other early construction activities for an internal shaft at Lucky Friday.  Upon completion, the internal shaft would
allow us to mine mineralized material below our current workings and provide deeper platforms for
exploration.  Construction of the internal shaft would take approximately five years and involve significant capital
expenditures.  Should we decide to continue with construction of the internal shaft, our ability to fund this project,
along with our other capital requirements, would depend to a large extent on our operating performance.  A significant
decrease in metals prices,  an increase in operating costs or an increase in the capital cost could potentially require us
to suspend the project or access additional capital though debt financing, the sale of securities, or other external
sources.  This additional financing could be costly or unavailable.

Corporate Matters

Other significant variances affecting the results of our second quarter 2010 operations as compared to the second
quarter 2009 were as follows:

•Lower general and administrative expense in the first half of 2010 by $0.5 million which was primarily the result of
workforce reduction costs incurred in the 2009 period, partially offset by increased incentive compensation expense
in the 2010 period.

•  Lower interest expense, net of interest capitalized, by $6.2 million for the first six months of 2010 compared to the
same period of 2009 as a result of repayment in October 2009 of the remaining debt incurred for the acquisition of
70.3% of Greens Creek.  Interest expense, net of interest capitalized, for the second quarter of 2010 was lower by
$2.2 million compared to the same 2009 period as a result of the payoff of our bridge facility balance in February
2009 and reductions in our term facility balance.  See Note 9 of Notes to Condensed Consolidated Financial
Statements (Unaudited) for more information on the debt facility.

•  We incurred debt-related fees in 2009 resulting from $4.3 million in expense recognized in the first quarter of 2009
for preferred shares issued pursuant to our amended and restated credit agreement and $0.5 million and $1.4 million
in professional fees incurred during the second quarter and first six months of 2009, respectively, related to
compliance with our amended and restated credit agreement (see Note 8 and Note 9 of Notes to Condensed
Consolidated Financial Statements (Unaudited) for more information).  We repaid the remaining balance on the
credit agreement in October 2009.

•  An income tax provision of $2.0 million for the first six months of 2010 compared to an income tax provision of
$0.4 million for the first six months of 2009.  See Note 3 of Notes to the Condensed Consolidated Financial
Statements (Unaudited) for more information.

Reconciliation of Total Cash Costs (non-GAAP) to Cost of Sales and Other Direct Production Costs and Depreciation,
Depletion and Amortization (GAAP)

The tables below present reconciliations between non-GAAP total cash costs to cost of sales and other direct
production costs and depreciation, depletion and amortization (GAAP) for our operations at the Greens Creek and
Lucky Friday units for the three and six months ended June 30, 2010 and 2009 (in thousands, except costs per ounce).
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Total cash costs include all direct and indirect operating cash costs related directly to the physical activities of
producing metals, including mining, processing and other plant costs, third-party refining and marketing expense,
on-site general and administrative costs, royalties, and mining production taxes, net of by-product revenues earned
from all metals other than the primary metal produced at each unit.  Total cash costs provide management and
investors an indication of net cash flow, after consideration of the realized price received for production
sold.  Management also uses this measurement for the comparative monitoring of performance of our mining
operations period-to-period from a cash flow perspective.  “Total cash cost per ounce” is a measure developed by
mining companies in an effort to provide a comparable standard; however, there can be no assurance that our
reporting of this non-GAAP measure is similar to that reported by other mining companies.

Cost of sales and other direct production costs and depreciation, depletion and amortization, is the most comparable
financial measure calculated in accordance with GAAP to total cash costs.  The sum of the cost of sales and other
direct production costs and depreciation, depletion and amortization for our operating units in the tables below is
presented in our Condensed Consolidated Statement of Operations and Comprehensive Income (Loss) (Unaudited) (in
thousands).

Total, All Properties

Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009

Total cash costs (1) $(4,784 ) $10,094 $(12,317 ) $23,462
Divided by ounces produced 2,628 2,983 5,112 5,847
Total cash cost per ounce produced $(1.82 ) $3.38 $(2.41 ) $4.01
Reconciliation to GAAP:
Total cash costs $(4,784 ) $10,094 $(12,317 ) $23,462
Depreciation, depletion and amortization 15,020 15,927 31,089 31,145
Treatment costs (21,619 ) (17,406 ) (46,535 ) (34,936 )
By-product credits 64,066 43,851 133,461 81,726
Change in product inventory (2,401 ) 4,811 (2,858 ) 487
Reclamation and other costs 283 176 64 421
Cost of sales and other direct production costs
and depreciation, depletion and amortization
(GAAP) $50,565 $57,453 $102,904 $102,305
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Greens Creek Unit

Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009

Total cash costs (1) $(8,345 ) $4,530 $(18,711 ) $10,941
Divided by silver ounces produced 1,831 2,115 3,433 4,112
Total cash cost per ounce produced $(4.56 ) $2.14 $(5.45 ) $2.66
Reconciliation to GAAP:
Total cash costs $(8,345 ) $4,530 $(18,711 ) $10,941
Depreciation, depletion and amortization 13,108 13,425 27,188 26,357
Treatment costs (18,063 ) (13,359 ) (38,000 ) (26,663 )
By-product credits 52,850 34,439 108,776 64,965
Change in product inventory (2,096 ) 4,447 (2,430 ) 361
Reclamation and other costs 278 196 52 435
Cost of sales and other direct production costs
and depreciation, depletion and amortization
(GAAP) $37,732 $43,678 $76,875 $76,396

Lucky Friday Unit

Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009

Total cash costs (1) $3,561 $5,564 $6,394 $12,521
Divided by silver ounces produced 797 868 1,679 1,735
Total cash cost per ounce produced $4.47 $6.41 $3.81 $7.22
Reconciliation to GAAP:
Total cash costs $3,561 $5,564 $6,394 $12,521
Depreciation, depletion and amortization 1,912 2,502 3,901 4,788
Treatment costs (3,556 ) (4,047 ) (8,535 ) (8,273 )
By-product credits 11,216 9,412 24,685 16,761
Change in product inventory (305 ) 364 (428 ) 126
Reclamation and other costs 5 (20 ) 12 (14 )
Cost of sales and other direct production costs
and depreciation, depletion and amortization
(GAAP) $12,833 $13,775 $26,029 $25,909

(1)  Includes all direct and indirect operating cash costs related directly to the physical activities of producing metals,
including mining, processing and other plant costs, third-party refining and marketing expense, on-site general
and administrative costs, royalties and mining production taxes, net of by-product revenues earned from all metals
other than the primary metal produced at each unit.
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Financial Liquidity and Capital Resources

Our liquid assets include (in millions):

June 30,
2010

December 31,
2009

Cash and cash equivalents $ 197.4 $ 104.7
Marketable equity securities 1.3 3.3
Total cash, cash equivalents and investments $ 198.7 $ 108.0

Cash and cash equivalents increased by $92.7 million in the first half of 2010, as discussed below, while the value of
non-current marketable equity securities decreased by $2.0 million due to the sale of securities in January 2010 and
changes in market value (see Note 2 of Notes to Condensed Consolidated Financial Statements (Unaudited) for more
information).

In October 2009, we entered into a three year, $60 million senior-secured revolving credit facility which has not been
drawn upon as of June 30, 2010. The facility is available for general corporate purposes and, based on our current cash
position and business plan, we do not currently contemplate drawing on the facility in the near term. We may pursue
acquisition opportunities or capital expansion projects which could require additional equity issuances or financing.
There can be no assurances that such financing will be available to us.

As a result of our current cash balance, the performance of our operations, current metals prices and full availability of
our $60 million revolving credit facility, we believe our cash, cash equivalents, investments, cash from operations, and
availability of financing if needed will be adequate to meet our obligations during the next twelve months.

We currently estimate that approximately $20 million will be spent on exploration by the end of the year. We
currently estimate that approximately $40 to $50 million will be committed to capital expenditures through the end of
this year.  However, we have initiated engineering, procurement of long lead time equipment, development, and other
early construction activities for an internal shaft at our Lucky Friday mine to increase its production and longevity. If
we decide to continue with construction of the internal shaft, our estimate of capital expenditures for the remainder of
this year could increase by approximately $30 million. Construction of the internal shaft will require significant
capital resources over several years’ duration. Our ability to finance such a program will depend on our operational
performance, metals prices, our ability to estimate capital costs, and sources of liquidity available to us. We believe
that our available cash, revolving credit agreement, cash from operations, potential proceeds from warrant exercises,
and access to equity and financial markets will allow us to proceed.  We may also mitigate market risk from time to
time with selective base metal hedging programs. However, a sustained downturn in metals prices or significant
increases in operational or capital costs or other factors beyond our control could compel us to suspend the project in
the future.

Six Months Ended
June 30, 2010 June 30, 2009

Cash provided by operating activities (in
millions) $ 73.4 $ 19.6

Cash provided by operating activities in the first half of 2010 has increased, compared to the same 2009 period,
primarily due to higher income, as adjusted for non-cash items. The improved results are attributable to higher prices
for all metals produced at our operations.  Working capital and other operating asset and liability changes decreased
by $1.1 million in the first half of 2010 compared to a decrease of $20.4 million in the first half of 2009.  The $19.3
million difference is due to higher accounts payable and accrued liabilities and lower accounts receivable and other
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current and non-current assets, partially offset by lower accrued payroll and related benefits, accrued reclamation and
closure costs, accrued taxes, and higher inventory.  The increase in accounts payable and accrued liabilities is
attributable to increased activity and the timing of payments to vendors at our operating units.  The lower accounts
receivable and higher inventory balances are due to the timing of concentrate shipments at our Greens Creek unit.  The
decrease in other current and non-current assets is due to the timing of payment of prepaid expenditures.  The lower
accrued payroll and related benefits is due mainly to the payment of 2009 incentive compensation in the first quarter
of 2010.  The decrease in accrued reclamation and closure costs and other non-current liabilities is due primarily to the
payment of $5.3 million related to the Bunker Hill Superfund Site as a result of a demand letter received from the
EPA (see Note 4 of Notes to Condensed Consolidated Financial Statements (Unaudited) for more information).
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Six Months Ended
June 30, 2010 June 30, 2009

Cash used in investing activities (in millions) $ 23.8 $ 1.5

We received $8.0 million in proceeds from the sale of the Velardeña mill in Mexico in the first quarter of 2009 (see
Note 13 of Notes to Condensed Consolidated Financial Statements (Unaudited) for more information on the
sale).  During the first six months of 2010 we invested $26.4 million in capital expenditures, which was higher by
$17.1 million than the same period last year.  The variance is attributed to increased capital projects activity at both
the Greens Creek and Lucky Friday units resulting from projects that had been deferred in the prior year.  In January
2010 we sold investments having a cost basis of $0.6 million for proceeds of $1.1 million (see Note 2 of Notes to
Condensed Consolidated Financial Statements (Unaudited) for more information).  Our restricted cash balances
related to environmental bonding decreased by approximately $1.5 million compared to a $0.2 million increase in
restricted balances during the same 2009 period.

Six Months Ended
June 30, 2010 June 30, 2009

Cash provided by financing activities (in
millions) $ 43.2 $ 2.8

Our financing activities for the first half of 2010 included $45.7 million in proceeds from the exercise of warrants and
stock options (see Note 8 of Notes to Condensed Consolidated Financial Statements (Unaudited) for more
information), while we paid $1.0 million in cash dividends on our Series B preferred stock and made repayments on
our capital leases of $0.8 million.  Cash provided by financing activities in the first half of 2009 included sales of
common stock and warrants which yielded $128.3 million cash, net of related issuance costs, which was applied to
repayments of our debt facility totaling $123.4 million.
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Contractual Obligations, Contingent Liabilities and Commitments

The table below presents our fixed, non-cancelable contractual obligations and commitments primarily related to our
outstanding purchase orders, certain capital expenditures, our credit facility (as modified by amendments) and lease
arrangements as of June 30, 2010 (in thousands):

Payments due by period
Less than More than

1 year 1-3 years 3-5 years 5 Years Total
Purchase obligations (1) $3,795 $- - $- - $- - $3,795
Commitment fees (2) 840 1,427 - - - - 2,267
Contractual obligations (3) 14,303 - - - - - - 14,303
Capital lease commitments
(4) 2,128 3,043 61 - - 5,232
Operating lease commitments
(5) 2,765 4,974 1,316 - - 9,055
Supplemental executive
retirement plan (6) 336 976 630 1,089 3,031 

   Total contractual cash
obligations $24,167 $10,420 $2,007 $1,089 $37,683

(1)  Consists of open purchase orders of approximately $1.9 million at the Greens Creek unit and $1.9 million at the
Lucky Friday unit.  Included in these amounts are approximately $1.1 million and $1.3 million related to various
capital projects at the Greens Creek and Lucky Friday units, respectively.

(2)  In October 2009 we entered into a $60 million revolving credit agreement involving a three-year term, which was
amended in March 2010.  We are required to pay a standby fee of 1.4% per annum on undrawn amounts under
the revolving credit agreement. There was no amount drawn under the revolving credit agreement as of June 30,
2010, and the amounts above assume no amounts will be drawn during the agreement’s term.  For more
information on our credit facility, see Note 9 of Notes to Condensed Consolidated Financial Statements
(Unaudited).

(3)  Includes approximately $3.7 million for various capital projects at the Greens Creek unit.  Total contractual
obligations at June 30, 2010 also included approximately $10.6 million for commitments relating to non-capital
items at Greens Creek.

(4)  Represents scheduled capital lease payments of $4.3 million and $0.9 million (including interest), respectively,
for equipment at our Greens Creek and Lucky Friday units.  These leases have fixed payment terms and contain
bargain purchase options at the end of the lease periods (see Note 9 of Notes to Condensed Consolidated
Financial Statements (Unaudited) for more information).

(5)  We enter into operating leases in the normal course of business.  Substantially all lease agreements have fixed
payment terms based on the passage of time.  Some lease agreements provide us with the option to renew the
lease or purchase the leased property.  Our future operating lease obligations would change if we exercised these
renewal options and if we entered into additional operating lease arrangements.
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(6)  There were no funding requirements as of June 30, 2010 under our other defined benefit pension plans.  See Note
7 of Notes to Condensed Consolidated Financial Statements (Unaudited) for more information.

We maintain reserves for costs associated with mine closure, land reclamation and other environmental matters.  At
June 30, 2010, our reserves for these matters totaled $127.8 million, for which no contractual or commitment
obligations exist.  Future expenditures related to closure, reclamation and environmental expenditures are difficult to
estimate, although we anticipate we will make expenditures relating to these obligations over the next 30 years.  For
additional information relating to our environmental obligations, see Note 4 of Notes to Condensed Consolidated
Financial Statements (Unaudited).

Off-Balance Sheet Arrangements

At June 30, 2010, we had no existing off-balance sheet arrangements, as defined under SEC regulations, that have or
are reasonably likely to have a current or future effect on our financial condition, revenues or expenses, results of
operations, liquidity, capital expenditures or capital resources that are material to investors.

Critical Accounting Estimates

Our significant accounting policies are described in Note 1 of Notes to Consolidated Financial Statements in our
annual report filed on Form 10-K for the year ended December 31, 2009.  As described in Note 1, we are required to
make estimates and assumptions that affect the reported amounts and related disclosures of assets, liabilities, revenue,
and expenses.  Our estimates are based on our experience and our interpretation of economic, political, regulatory, and
other factors that affect our business prospects.  Actual results may differ significantly from our estimates.
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We believe that our most critical accounting estimates are related to future metals prices, obligations for
environmental, reclamation, and closure matters, mineral reserves, and accounting for business combinations, as they
require us to make assumptions that are highly uncertain at the time the accounting estimates are made, and changes in
them are reasonably likely to occur from period to period. Management has discussed the development and selection
of these critical accounting estimates with the Audit Committee of our Board of Directors, and the Audit Committee
has reviewed the disclosures presented below. In addition, there are other items within our financial statements that
require estimation, but are not deemed to be critical. However, changes in estimates used in these and other items
could have a material impact on our financial statements.

Future Metals Prices

Metals prices are key components in estimates that determine the valuation of some of our significant assets and
liabilities, including properties, plants and equipment, deferred tax assets, the fair value of base metal hedge contracts,
and certain accounts receivable. As shown under Item 1A. — Risk Factors in our annual report filed on Form 10-K for
the year ended December 31, 2009, metals prices have been historically volatile. While average prices for all four
metals we produce performed favorably for the five consecutive years prior to 2008, there was a reduction in the
average prices for zinc and lead in 2008 compared to 2007, and average prices for silver, zinc and lead were lower in
2009 compared to 2008.  However, average prices for all for metals were higher in the first half of 2010 compared to
the same period in 2009.  We have recorded impairments to our asset carrying value because of low prices in the past,
and we can offer no assurance that prices will either remain at their current levels or increase.

Processes supporting valuation of our assets and liabilities that are most significantly affected by metals prices include
analyses of asset carrying values, depreciation, and deferred income taxes. On at least an annual basis – and more
frequently if circumstances warrant – we examine the carrying values of our assets, our depreciation rates, and the
valuation allowances on our deferred tax assets. In our analyses of carrying values and deferred taxes, we apply
several pricing views to our forecasting model, including current prices, analyst price estimates, forward-curve prices,
and historical prices (see Mineral Reserves, below, regarding prices used for reserve estimates). Using applicable
accounting guidance and our view of metals markets, we use the average of the various methods to determine whether
the values of our assets are fairly stated, and to determine the level of valuation allowances on our deferred tax
assets.  In addition, estimates of future metals prices are used in the valuation of certain assets in the determination of
the purchase price allocations for our acquisitions (see Business Combinations below).

Sales of all metals products sold directly to smelters are recorded as revenues when title and risk of loss transfer to the
smelter (generally at the time of shipment) at estimated forward metals prices for the estimated month of settlement.
Due to the time elapsed from shipment to the smelter and the final settlement with the smelter, we must estimate the
prices at which sales of our metals will be settled. Previously recorded sales and trade accounts receivable are adjusted
to estimated settlement metals prices until final settlement by the smelter. Changes in metals prices between shipment
and final settlement will result in changes to revenues and accounts receivable previously recorded upon
shipment.  As a result, our trade accounts receivable balances are subject to changes in metals prices until final
settlement occurs.  For more information, see part N. Revenue Recognition of Note 1 of Notes to Consolidated
Financial Statements in our annual report filed on Form 10-K for the year ended December 31, 2009.
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Obligations for Environmental, Reclamation and Closure Matters

The most significant liability on our balance sheet is for accrued reclamation and closure costs. We have conducted
considerable remediation work at sites in the United States for which remediation requirements have not been fully
determined, nor have they been agreed upon between us and various regulatory agencies with oversight over the
properties. We have estimated our liabilities in accordance with appropriate accounting guidance. On at least an
annual basis – and more frequently if warranted – management reviews our liabilities. However, the range of liability
proposed by the plaintiffs in environmental proceedings considerably exceeds the liabilities we have recognized. If
substantial damages were awarded or remediation costs incurred in excess of our accruals, our financial results or
condition could be materially adversely affected.  In addition, our liquidity could be negatively impacted if significant
damages were awarded or remediation costs incurred relating to our environmental accruals.

Mineral Reserves

Critical estimates are inherent in the process of determining our reserves. Our reserves are affected largely by our
assessment of future metals prices, as well as by engineering and geological estimates of ore grade, accessibility and
production cost. Metals prices are estimated at long-term averages, as described in Item 2. — Property Descriptions in
our annual report on Form 10-K filed for the year ended December 31, 2009. Our assessment of reserves occurs at
least annually, and periodically utilizes external audits.

Reserves are a key component in valuation of our properties, plants and equipment. Reserve estimates are used in
determining appropriate rates of units-of-production depreciation, with net book value of many assets depreciated over
remaining estimated reserves. Reserves are also a key component in forecasts, with which we compare estimated
future cash flows from reserves and other mineralized material to current asset values to ensure that carrying values
are reported appropriately. Forecasted cash flows are also used in the determination of recoverability of deferred tax
assets. Reserves also play a role in the valuation of certain assets in the determination of the purchase price allocations
for our acquisitions (see Business Combinations below).  Reserves represent a culmination of many estimates, and are
not guarantees that we will recover the indicated quantities of metals.

Business Combinations

We are required to allocate the purchase price of acquired companies to the tangible and intangible assets acquired and
liabilities assumed based on their estimated fair values at acquisition date.  The valuation of assets acquired and
liabilities assumed requires management to make significant estimates and assumptions, especially with respect to
long-lived assets, including estimates of future metals prices and mineral reserves, as discussed above.  In some cases,
we use third-party appraisers to determine the fair values and lives of property and other identifiable assets.

Item 3.   Quantitative and Qualitative Disclosures About Market Risk

The following discussion about our risk management activities includes forward-looking statements that involve risk
and uncertainties, as well as summarizes the financial instruments held by us at June 30, 2010, which are sensitive to
changes in interest rates and commodity prices and are not held for trading purposes.  Actual results could differ
materially from those projected in the forward-looking statements.  In the normal course of business, we also face
risks that are either non-financial or non-quantifiable (see Item 1A. – Risk Factors in our annual report filed on Form
10-K for the year ended December 31, 2009).

Short-term Investments

Edgar Filing: HECLA MINING CO/DE/ - Form 10-Q

57



From time to time we hold various types of short-term investments that are subject to changes in market interest rates
and are sensitive to those changes.  We did not carry any such short-term investments as of June 30, 2010.
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Commodity-Price Risk Management

At times, we use commodity forward sales commitments, commodity swap contracts and commodity put and call
option contracts to manage our exposure to fluctuation in the prices of certain metals which we produce. Contract
positions are designed to ensure that we will receive a defined minimum price for certain quantities of our production,
thereby partially offsetting our exposure to fluctuations in the market. These instruments do, however, expose us to
other risks, including the amount by which the contract price differs from the spot price of a commodity, and
nonperformance by the counterparties to these agreements.

In April 2010, we began utilizing forward contracts to sell lead and zinc at fixed prices for settlement at approximately
the same time that our unsettled concentrate sales contracts will settle.  The settlement of each concentrate contract is
based on the average spot price of the metal during the month of settlement, which may differ from the prices used to
record the sale when the sale takes place.  The objective of the forward contracts is to manage the exposure to changes
in prices of zinc and lead contained in our concentrate shipments between the time of sale and final settlement.  These
contracts do not qualify for hedge accounting and are marked-to-market through earnings each period.  At June 30,
2010, we recorded an asset of $0.5 million, which is included in other current assets, and a liability of $0.1 million,
which is included in accounts payable and accrued liabilities, for the fair value of the contracts.  We recognized a $5.9
million net gain on the contracts during the three and six-month periods ended June 30, 2010, which is included in
sales of products.

In addition, in May 2010 we began utilizing forward contracts to manage the exposure of changes in prices of zinc and
lead contained in our forecasted future concentrate shipments.  These contracts do not qualify for hedge accounting
and are marked-to-market through earnings each period.  At June 30, 2010, we recorded an asset of $1.7 million,
which is included in other current assets, for the fair value of the contracts.  We recognized a $2.0 million net gain on
the contracts, including $0.3 million in gains realized on settled contracts, during the three and six-month periods
ended June 30, 2010. , The net gain on these contracts is included as a separate line item under other income
(expense), as they relate to forecasted future shipments, as opposed to sales that have already taken place but are
subject to final pricing.

Interest-Rate Risk Management

Historically we have periodically used derivative financial instruments to manage interest rate risk. In May 2008, we
entered into an interest rate swap agreement that had the economic effect of modifying the LIBOR-based variable
interest obligations associated with the previous version of our credit facility.  As a result, the interest payable related
to the term facility balance was to be fixed at a rate of 9.38% until the scheduled maturity on September 30, 2010
pursuant to the amended and restated credit facility. Hedge accounting was applied for this swap and the terms of the
interest rate swap agreement including notational amounts, interest rate reset dates, and maturity dates matched the
terms of the hedged note to which the swap agreement pertained.  At inception and on an ongoing basis, we performed
an effectiveness test using the hypothetical derivative method, and the swap was determined to be highly effective at
offsetting changes in the fair value of the hedged note.  The interest rate swap was designated as a cash flow hedge,
and the fair value of the swap was calculated using the discounted cash flow method based on market observable
inputs.  In October 2009 we repaid the remaining facility balance and settled the remaining fair value liability
associated with the swap.

On October 14, 2009, we entered into an amended $60 million revolving credit agreement for a three-year term, which
was amended in March 2010.  See Note 9 of Notes to Condensed Consolidated Financial Statements (Unaudited) for
more information.  We have not drawn on the current revolving credit facility.  However, if used, amounts borrowed
under the facility would be subject to changes in market interest rates.
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Provisional Sales

Sales of all metals products sold directly to smelters, including by-product metals, are recorded as revenues when title
and risk of loss transfers to the smelter (generally at the time of shipment) at forward prices for the estimated month of
settlement. Due to the time elapsed from shipment to the smelter and the final settlement with the smelter, we must
estimate the prices at which sales of our metals will be settled. Previously recorded sales are adjusted to estimated
settlement metals prices until final settlement by the smelter.  Changes in metals prices between shipment and final
settlement will result in changes to revenues previously recorded upon shipment.  Metals prices can and often do
fluctuate widely and are affected by numerous factors beyond our control (see Item 1A – Risk Factors – A substantial or
extended decline in metals prices would have a material adverse effect on us in our annual report filed on Form 10-K
for the year ended December 31, 2009 for more information). At June 30, 2010, metals contained in concentrates and
exposed to future price changes totaled 974,694 ounces of silver, 4,981 ounces of gold, 13,310 tons of zinc, and 4,085
tons of lead.  If the price for each metal were to change by one percent, the change in the total value of the
concentrates sold would be approximately $0.5 million.  However, as noted in Commodity-Price Risk Management
above, in April 2010 we initiated a program designed to mitigate the risk of negative price adjustments with limited
mark-to-market hedges of our base metals sales.

Item 4.  Controls and Procedures

An evaluation was performed under the supervision and with the participation of our management, including the Chief
Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), of the effectiveness of the design and operation of our
disclosure controls and procedures as required by Securities Exchange Act Rules 13a-15(e) and 15d-15(e) as of the
end of the period covered by this report.  Based on that evaluation, our CEO and CFO concluded that our disclosure
controls and procedures, including controls and procedures designed to ensure that information required to be
disclosed by us is accumulated and communicated to our management (including our CEO and CFO), were effective
as of June 30, 2010, in ensuring them in a timely manner that material information required to be disclosed in this
report has been properly recorded, processed, summarized and reported. There were no changes in our internal control
over financial reporting during the quarter ended June 30, 2010, that have materially affected, or are reasonably likely
to materially affect, our internal control over financial reporting.

Internal control systems, no matter how well designed and operated, have inherent limitations. Therefore, even a
system which is determined to be effective cannot provide absolute assurance that all control issues have been
detected or prevented. Our systems of internal controls are designed to provide reasonable assurance with respect to
financial statement preparation and presentation.
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Part II - Other Information

Hecla Mining Company and Subsidiaries

Item 1.                      Legal Proceedings

For information concerning legal proceedings, refer to Note 4 of Notes to the Condensed Consolidated Financial
Statements (Unaudited), which is incorporated by reference into this Item 1.

Item 1A.                 Risk Factors

Item 1A – Risk Factors of the Company’s annual report filed on Form 10-K for the year ended December 31, 2009 sets
forth information relating to important risks and uncertainties that could materially adversely affect the Company’s
business, financial condition or operating results.  Those risk factors continue to be relevant to an understanding of the
Company’s business, financial condition and operating results.  There are no material changes to the Risk Factors set
forth in Item 1A in our annual report on Form 10-K for the year ended December 31, 2009.

Item 6.                      Exhibits

See the exhibit index to this Form 10-Q for the list of exhibits.
Items 2, 3, 4 and 5 of Part II are not applicable and are omitted from this report.
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Hecla Mining Company and Subsidiaries

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

HECLA MINING COMPANY
(Registrant)

Date:  July 28, 2010 By: /s/ Phillips S. Baker, Jr.  
Phillips S. Baker, Jr., President and
Chief Executive Officer

Date:  July 28, 2010  By:/s/ James A. Sabala
James A. Sabala, Vice President and
Chief Financial Officer
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Hecla Mining Company and Wholly Owned Subsidiaries
Form 10-Q – June 30, 2010

Index to Exhibits

3.1 Certificate of Incorporation of the Registrant as amended to date.*

3.2Bylaws of the Registrant as amended to date.  Filed as exhibit 3.1 to Registrant’s Current Report on Form 8-K filed
on December 6, 2007 (File No. 1-8491), and incorporated herein by reference.

4.1(a)Certificate of Designation, Preferences and Rights of Series A Junior Participating Preferred Stock of the
Registrant.  Filed as part of Exhibit 3.1 hereto and incorporated herein by reference.

4.1(b)Certificate of Designation, Preferences and Rights of Series B Cumulative Convertible Preferred Stock of the
Registrant.  Filed as part of Exhibit 3.1 hereto and incorporated herein by reference.

4.1(c)Certificate of Designations of 6.5% Mandatory Convertible Preferred Stock of the Registrant.  Filed as part of
Exhibit 3.1 hereto and incorporated herein by reference.

4.2(a)Form of Series 1 Common Stock Purchase Warrant.  Filed as exhibit 4.1 to Registrant’s Current Report on Form
8-K filed on December 11, 2008 (File No. 1-8491), and incorporated herein by reference.

4.2(b)Form of Series 3 Common Stock Purchase Warrant.  Filed as exhibit 4.1 to Registrant’s Current Report on
Form 8-K filed on February 9, 2009 (File No. 1-8491), and incorporated herein by reference.

31.1 Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. *

31.2 Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. *

32.1 Certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. *

32.2  Certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. *

101.INS XBRL Instance. **

101.SCH  XBRL Taxonomy Extension Schema.**

101.CAL XBRL Taxonomy Extension Calculation.**

101.DEF   XBRL Taxonomy Extension Definition.**

101.LAB XBRL Taxonomy Extension Labels.**

101.PRE    XBRL Taxonomy Extension Presentation.**

*  Filed herewith.

**  XBRL information is furnished and not filed or a part of a registration statement or prospectus for purposes of
Sections 11 or 12 of the Securities and Exchange Act of 1933, as amended, is deemed not filed for purposes of Section
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18 of the Securities and Exchange Act of 1934, as amended, and otherwise is not subject to liability under these
sections.
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