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BUSINESS AND PROPERTIES

General p

The Company is engaged in the expioration. mining and processing of gold ore on properties
located near Cariin. Nevada. Based on its current goid production. estimates reflecting the production
levels from the recently opened Gold Quarry mine and mill. published production data and estimates
for other gold mining companies. the Company believes that it is the second largest producer of goid in
North America. The Company has the right to acquire certain gold reserves if discovered hereafter by
NMC (see “Business and Properties—Exploration™). The gold mined and processed at the Carlin
facilities is found in submicroscopic form. Higher grade ores are processed at two mills adjacent to two
of the Company's ore bodies. Lower grade ores are treated by leaching processes at two facilities.

The Gold Market

Gold has two main categories of use: product fabrication and bullion investment. Fabricated gold
has a wide variety of end uses. including carat jeweiry manufacture (the largest fabrication com-
ponent). electronics. dentistry. industrial and decorative uses. medals. medallions and official coins.
Purchasers of official coins and high-carat Jow-mark-up jewelry frequently are motivated by investment
considerations. so that net private bullion purchases alone do not necessarily represent the total invest-

ment,activity in physical gold.

Impact of Gold Prices on Profitability

The profitabiiity of the Company's current operations is significantly affected by the market price
of goid. Gold prices Fuctuate widely and are affected by numerous factors pevond the Company’s
controi. including expectations with respect 1o the rate of inflation. the strength of the dollar and of
other currencies. interest rates. giobal or regionai political or economic crises and a number of other
factors. The demand for and supply of goid affect goid prices but not necessarily in the same manner
as suppiv and demand affect the orices of other commodities. The suppiy of goid consists of a
combpination of new mine production and existing stocks of bullion and fabricated gold heid by govern-

. ments. public and private fnancial institutions. industrial organizations and private individuals. As the
amounts produced in any single vear constitute a very small portion of the total availabie suppiv of
goid. normai variations in current production do not have 2 significant impact on the suppiy of goid or
on its price.

If the Company’s revenue from gold saies (after giving effect to forward sale transactions) falls
below its cash cost of production. and remains below its cash cost of production for any substantial
period. the Company couid determine that it is not economically feasible to continue commerciai
sroduction. The Company’s production costs per ounce of gold are shown below under **Mining and
Processing—Production Costs”. These costs reflect the Company's favorable ore grade and the open-
pit nature of its mining operations.

The volatiiity of gold prices is illustrated by the following table of the high and low gold prices per
ounce on the London Bullion Markeu

. London

High Low

1978 ........ R §243 $165
1079 312 217
1980 .. e e 850 482
PRSP 399 391
S SRR 481 297
1983 o oo s e 309 374
LOBA o e e e 106 308
1985 e 141 284

1986 (through June 23) ............ e 363 326

Source of Data: Meirals Week
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On June 23. 1986. the afternoon fixing for gold on the London Bullion Market was $341.05 and
the spot market price of goid on the New York Commodity Exchange was $341.00. Gold prices on
both the London Bullion Market and the New York Commodity Exchange are regularly published in
most major financial and many nationally recognized newspapers.

Geology

The gold deposits in the Company Area of Interest are typical examples of sediment-hosted,
disseminated goid deposits. often called “invisible” or “submicron-gold™ deposits because of the
exceedingly fine. submicroscopic size of the gold particies. More than ten separate gold deposits have
been identified on the Company Property along a northwesterly-trending, 36-mile-long alignment of

deposits referred to as the Carlin Trend. All these deposits are initially exploitable by open-pit
methods. :

Host rocks for the deposits range in geologic age from Ordovician to Mississippian (about 500 to
350 million vears old). During this time, Nevada is thought to have lain along the margin of the North
American continent. Sedimentary rock units were deposited in a westward-thickening wedge in the
ocean basin to the west. Tectonic activity associated with 2 mountain-building event in late Devonian
time (about 360-million vears ago) caused a telescoping of these sedimentary rock units. The deep-
ocean ‘assembiage of interbedded chert. shale and limestone units was thrust eastward along the
Roberts Mountains thrust fault for as much as 90 miles over time-equivalent shallow-ocean limestone
and related rocks. A highland deveioped along the western margin of North America. and coarse
sediment was shed to both the east and west.

Faulting. folding, voicanism. intrusion of igneous rocks. and deposition of vounger sedimentary
rocks have further complicated the geoiogic setung of the area.

Goid deposits of the Cariin Trend occur in both the lower-plate limestone (Carlin Mine) anc the
upper-piate chert and shale sequences (Goid Quarry). as well as in the coarser sedimentary rocks of the
overiap assemblage shed from the emergent Mississippian-age highland {Rain}.

Gold mineraiization occurred when hot goid-bearing solutions came into contact with rock forma-
tions which were chemically and physicaily favorable for gold deposition. The fiow of these solutions
was directed by faults which provided conduits for the soiutions to migrate upward. These faults aiso
prepared the host rock formations for gold deposition by breaking and fracturing them enough 1o
permit fluid movement. Mineralogical and geochemical studies indicate that the mineralization
occurred at relatively shallow depths and low temperatures within the earth's crust. possibly beneath
ancient hot springs systems. Erosion has subsequently exposed the deposits.



Ore Reserves
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Proven/Probable Ore Reserves

The Company has engaged Pincock. Allen & Holt. Inc.. an independent mining and geological
engineering firm. to verify the Company's proven/probable ore reserves as of December 31, 1985, The
report of that firm, dated May 8. 1986. has verified the Company'’s reserves as set forth in the table
below and has further verified that the tabulated reserves are at a minimum 80% (tonnage and ounces)
proven. The proven/probable reserves were determined by the use of mapping. drilling, sampling,
assaving and other standard evaluation methods generally appiied by the mining industry. Pincock.
Allen & Holt. Inc. has confirmed that based on a $350 gold price per ounce. the Company's calcula-
tions with respect to estimates of reserves as of December 31, 1985, are correct. The Company believes
that. if the reserve estimates set forth above were 1o be recomputed based on goid prices as iow as $300
per ounce and current operating costs. there would not be a substantial decrease compared with the
reserve estimates shown on the following tabie.

Ore Reserves
on December 31. 1983
, ' Verified by Pincock. Alien & Holt. Inc.

Average

Tons Grade of Ore Gold Content

Ore Type iIn thousands! 0L, ton 10Z.1
Proven/Probable Reserves® in Ground . Milling 57,756 0.08% . 5,113,482
_ Leach 97.029 0.034 3.298.570
Proven Stockpile Reserves® .......... Milling 2,437 0.127 309.122
Leach 1.111 0.032 " 35.557
Totals ..o Milling 60.193 0.050 3.422.604
Leach 98.140 0.034 3.334.127
Combined ' 158.333 0.055 8.736.731

R

* Reserves represent in-piace grades and do not refiect losses in the recovery processes. The recovery rates from
milling and from leaching processes are shown in the foilowing table. See “Mining and Processing .

“Reserve” means that part of a mineral deposit which couid be economically and legally extracied or produced
at the time of the reserve determination. A mine pian based on current prices and costs is used Lo establish the
economic viability of the ore reserve. Reserves are customarily stated in terms of “ore” when deaiing with
metailiferous minerais. Reserves stated inciude 1.230.000 ounces of proven;probable goid content amounts
deliverabie or payable to others under rovalty agreements.

“Ore” means material that can be mined and processed at a profit.

“Proven reserves” means reserves for which (2) quantity is computed from dimensions revealed in oulcrops.
irenches. workings or Grill hoies: grade and-or quaiity are computed from the results of detailed sampiing. and
(b) the sites for inspection. sampiing and measurement are spaced so closely and tne geojogic character is
sufficienty defined that size. shape. deoth and mineral content of reserves are weil estabiisned.

“Probable reserves” means reserves for which guantity and grade are computed from information simiiar 10
that used for proven reserves but the sites jor sampiing are farther apart or are otherwise iess adequately

spaced. The degree of assurance. although lower than that for proven reserves. is high enough to assume
continuity between points of observation.

“Proven, probabie” is used if the difference in degree of assurance between proven and prababie reserves cannot
be reitablv defined.

Cut-off grades used in computing the Labled reserves are 0.05 ounces per ton for oxide mill grade ore. 0.02
ounces per ton for oxide leach grade ore. and 0.07 ounces per ton for carbonaceous mill ore. *Cut-off Grade™
means the lowest grade of mineralized rock that qualifies as ore grade in a given deposit. and is aiso used as the

jowest grade below which the mineralized rock currently cannot be profitably expioited. Cut-off grades vary
between deposits depending upon the amenability of ore te gold extraction and upon costs of producuion.
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The table set forth below shows the Company’s proven/probable ore reserves and,ounces per 100
of such reserves at the end of each of the last four years as estimated by the Company. The reserves
are divided into higher grade mill-treatable ore and lower grade leach-treatable ore. The grade at
which mill-treatable and leach-ireatable ore is divided depends on the gold price. pit location and other
factors and is currently 0.05 ounces per 100 The table also shows mill and leach production for the
same four-year period.

At December 31,

1982 1983 1984 1985

Proven,; prooabie reserves

(tons X 1000) ....... ... 34.884% 157.003* 54,301 96.067 59122 99942  60.193 98.140
Average grade , ’

{oz. goid/ton) ... .. 0.120 0.036 0.091 0.034 0.090 0.034 0.090 0.034
Contained gold in reserves

(oz. gold X 1000) ...... 4.186 3.632 1941  3.266 §.333 - 3.398 5.423  3.334
Total contained gold in

resefves :

{oz. gold X 1000) ...... 9.838* 8.207 8.731 8.757
Average recovery rate

(Seore) ..vevnniiionn 83.6 ** 85.6 63.0 85.8 63.0 84.1 65.0
Gold production 10z} .. . .. 120900 24.200 127.836 37.023 127.633 29982 190.284 28.329
Total gold production {0z.) 145,100 : 164.859 157.613 218.6132

——

* in 1982, the Goid Quarry ore reserve was sajcuiated using geostatisticai and mine pian evaiuauon methods thai have since

neen modined. Thus, subsequent years represent more conservauve estimates of the tonnage and the goid contained in tne
mineadie rIserves.

=* \or caicuiated.
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Other Gold Deposits .

In addition 1o its proven/probable ore reserves. the Company has identified significant goid
deposits at its Post. North Star, Genesis (Deep). Bootstrap and Rain locations which have vet to be
subjected 10 2 mine pian evaiuation to determine the portion that can be economically extracted and
thus qualify as proven/probabie ore reserves. Pincock. Allen & Holt. Inc. have verified the information
shown in the following table. With respect to these goid deposits. none of such information is refiected
in the table under the caption *“Proven/Probabie Ore Reserves™.

Other Gold Deposits
on December 31, 1983
Verified by Pincock. Allen & Holt. Inc.

Tons in thousands. Grade in ounces per ton

Mill Grade® Leach Grade

{+.04 Oz. Gold/Ton; (.02-.039 Qz. Gold/Ton: Total Contained

Deposit Tons G_r_gg Tons Grade Ounces of Gold
Post ... o 9.437 0.078 4.678 0.030 876.463
NorthStar .............. .. ... . . ..., 1.600 0.131 250 0.024 - 213.600
Genesis (Deep) .. ....................... 3,813 0.107 {Incl. in Mill Grade) 619.908
Bootstrap.......... ... ... ... ... .. ... 381 0.103 309 0.026 4723
Rain........... .. ......... P — — ,6,83? . Q,Q;Q, 205,170
Total Other Goid Deposits . ............ 17.231 0.092 12.076 0.030 1.964.372

* Includes 1.236.0 tons of refractory ore averaging .109 ounces per ton based on a +.07 ounces goid ‘1on.

Exploration
Company Properry

The Company conducts expioration on properties tthe “Company Property™) aggregating aporox-
imately twenty sguare miies as to which it owns or otherwise controls the minerai rights and which are
iescribed in more detail in the table under the caption “Property Interests” beiow. The Company
Property contains all the operating mines, proven reserves and known gold deposits of NMC and its
affiiiates in the Company Area of Interest. See “Business and Properties—Company Area of Interest™.
NMC will continue to own the mineral rights to property within the property boundary of the Elko
Land & Livestock Company (“ELLCQO™), a wholly-owned subsidiary of NMC, to the esxtent such
property is not Company Property. .

Ongoing expioration on the Company Property will be conducted for the Company by expioration
- geologists employved by NEL (see “Relationship Between the Company and NMC—Contractuai
Arrangements’) whose principal efforts are designed to determine through close-spaced stepour drill-
ing wnether additional mineable reserves iie within or adjacent to the iimits of known mineraiization.
The Company’'s 1985 expenditures for this work totaied $3.124,000 and its budget for this work in
1986 is. with respect 1o the Company Property. $4.700.000.

With respect to specific areas of Company Property and on the basis of information presently
availabie. the Company’s opinion as to the potential for discovery of ore on Company Proper:y, in
addition to the reserves and gold deposits reported in the tables under the captions *“Proven/Probable
Ore Reserves” and “Other Gold Deposits™ is set forth below:

—Genesis and Blue Siar—The gold mineralization at Genesis was discovered by drilling in 1985.
Deveiopment drilling is continuing at present. The boundaries of the mineraiization are still not
defined in two directions. Exploration in the vicinity of the Blue Star Mine has been limited;

the potential for locating significant additional ore reserves within the Blue Star area is consid-
ered excellent.
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—Gold Quarrv—The potential for additional decp mineralization in the Gold Quarry properiy.
adding to the substantial reserves at that property. 1s considered excellent.. Deep driliing con-
ducted during the definition of the known orebody encountered substantial deep. high-grade

mineraiization known as the Deep West. This has not been completeiy explored: the compietion

of exploration has been deferred since the ore will not be exposed by mining for many years.

—Maggie Creek—TExploration drilling conducted during the definition of the Gold Quarry

orebody suggesied the presence of a number of other smaller ore occurrences within the Maggie

Creek/Gold Quarry area. These all appear to be of comparable grade and have a stripping
ratio simiiar to the Gold Quarry orebody. Because Ore reserves are substantial in this area little
efort is currently being made to further define these smaller ore occurrences.

—Carfin—The known mineralization at the Carlin mine has nearly been exhausted. The poten-

ual for iocating significant additional reserves of oxide ore is low. The limits of carbonaceous

ore in the vicinity of the East Pit have not been defined. and the potential for the addition of
carponaceous reserves is good. ‘

—Booistrap— Lhe tonnage of ore remaining within the current Bootstrap Mine is limited due to

the mining coSts associated with expioiting the narrow, deep remaining ore. Exploration drill-
ing during 1983 revealed the existence of continuing mineralization to the north of the current
mine. Although the ore is narrow. it is of high grade and may support underground mining.
additional expioration is planned during 1986. A second promising target at Bootstrap is decp.
high-grade ore beneatn the current mine. A core drilling program to test the intersection of the
recognized are-controlling structure with a favorable sedimentary rock unit. the Roberts

Vountains formation. is pianned for 1986.

—Rain and Pos:—The potemiav'x for additional ore discoveries within these areas 1s not considered
1o pe siznifcant. )
There can be No 2ssurances that the Company’s estimates of ihe exploration potentiai of the
propertiss discussed above wili be confirmed. :

Company Area of Interesi

The Company Arsa of Interest COmPrises approximately 2.300 square miies within which the
Company Properiy is roughly centerec. N MC controts significant muneral interesis on approximately
200 sguare miies of the Company Area of Interest. Under the NMC Expiorauon Agreement 1€
Company has the right t0 acquire all goid reserves discovered by NMC within the Company Area of
Interest prior to january 1. 1997. for a royalty equal 10 10% of the Company's revenues from expioita-
sion of any such discoveries after deducting from revenues any rovalty payments by the Company 10
third parties. The Company has no rights to acguire property from NMC in respect of NMC's other
activities.

Expioration WOTK in the Company Area of Interest conducted for NMC is customarily performed
by NEL. Dunng 1983 such work was conducted oy five expioration geologists but the number may

~vary in the future according to need. which again will depend on goid price, the number of active

prospects and other factors. NMC has advised the Company that its budget for exploration in the
Company Area of Interest (exciuding expioration on Company Property) during the nnai seven montns

of 1986 is $1.137.000. NMC’s axploration dbudget for 1987 wili not e estabiished until late 1986.

s s e



Business Plan 1986-1990 ; . !

During the period 1986 through 1990. the Company's pians for milling and leaching of ore.
resuliing goid production and refated capitai expenditures are as follows (1985 figures being presented
for purposes of comparisoni:

1985 1986 1987 1988 1989 ]uog

Ore milled (milliens of tons) .. ..................... 2.0 3.7 4.5 6 1 6.6 6.6
Ore ifeached (millions of tons) ... ... ... ... . ... ..... 0.9 3.2 5.1 3.2 49 4.9
Gold produced (thousands of ounces) ................ 219 408 451 678 703 704
Estimated capital expenditures (millions of dollars).... $ 70 $ 18 S$60 $21 $16 S 6

The Company anticipates that. at current gold prices. aggregate internally generated funds will
exceed the above-projected capital expenditures.

Principal capital expenditures for the years 1986-1990. included in the table above. are sxpected
for: '
Deveiopment. construction and commissioning of a mine and mezallurgical facilities.
inciuding a new mill. at the Rain deposit:
"* A leach plant north of Number 1 mill for the Post, Bootstrap, Genesis and North-Star
deposits: :
Crushing facilities for the treatment of Gold Quarry leach ore:

Elimination of points of constraint in the material flow through the Number i mlil
x

Addition of ormamo capacity 1o the Number 2 mill.

Although engineering studies have not ve: been undertaken. it is astimated that these items will
constitute approximately 80% of such capitai expenditures for the five-vear period.

Mining and Processing

Mines

23

At present. the Company is mining and processing ore from five open pits. The ore zones range ir
depth from near surface to a depth of 1.000 feet. The following table sets forth information regardin
the Company’s mine activity for each of the periods indicated:

[0}

Three Months

Year Ended December 31, Ended March 31,

. 1982 1983 1984 1983 1983 19%6
Overburden removed (thousands of tons) ...... 8.761 8.024 15.643 21.704 6.428 4.571%
Ore mined (thousands of tons)—mill pius leach. 985 2316  1.857 4673 563 2110
SUIpDING ratio . ..o 8.9:1 3351 8.4:1 4.6:1 11.4:1 2.2

The stripping ratio will vary from vear to vear as different deposits are mined in accordance with

'ne several mine deveiopment pians. Stripping ratios in recent vears refiect pre-stripping of the Goid
Quarry deposit. In the next five-vear perioc. the Company estimates that the siripping ratios. with
respect to both mill-treatabie and ieach-treatable ore combined. will vary from a high of 3.7:1 in 1987
0 a fow of 2.5:1 in 1986. The mining costs are significantly affected by the smppmg ratio. Pre-
production stripping costs are amortized over the life of the mines. The mining cost is the sum of the
cost of the smppmg of waste and the mining of ore. The greater the amount of stripping. and hence
the higher the stripping ratio. to recover a ton of ore. the higher the mining cost. Lower stripping ratios
in any given period will not necessariiy result in jower production costs anc vice versa because a portion
of smnpmq costs allocated to a given period refiects the amortization of smpmno costs capxtauzcd in
eariier periods.

Essentially. the mining process is carried out in four phases: drilling and classification: blastmg
loading: and hauling. Follo»\mg biasting. broken maternai is ciassified into severai categories based on

1C
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such factors as the grade and. at the Carlin mine. the metallurgicai nature of the gre. Following such
classification. the waste rock and overourden having 2 gold content of less than .02 ounces per ton s
transporied to waste dumps which have been located on unmineralized ground. Leach grade ore
currently containing between .02 and .05 ounces per ton is delivered to either dump or heap leaching
facilities. and mill grade ore currently containing more than .05 ounces per ton of oxide ore {Or .07

~

ounces per ton of carbon or refractory ore) is separately transported and stacked at the mill facility.
Mining at the currently active pits involves the use of the Company-owned flest of heavy mine

equipment which inciudes front end loaders. hvdraulic shoveis and trucks. Since mining presently
:akes place during 3 shifts of 8 hours each per day oniy 5 days per week. the Company has the ability to
increase annual production without the immediate purchase of additional equipment by hiring addi-
tional personnel to operate the mine 7 days per week.

Geosiatistical Program

Ore control engineers, surveyors, geologists and other Company personnel utilize a computer-
based svstem to optimize daily ore control and production reporting. In the Gold Quarry and Genesis
open pit operations ore control is based on blast hoie assays. Geostatistical modeis of the goid distriou-
tion are generated and plotted and then are used to segregate mill-grade. leach-grade and waste
material. Computer generated maps are used by the surveyors 10 flag the ore in the pit and by the pit
foreman and shovei operators 1o guide mining activities. After an area has been mined the pit progress
is entered into a computer. the pit iimits are automatically updated and production reports are gener-
ated. These compuier generated production estimates are periodically compared with truck counts.
mill feed and stockpiie inveniories. All applicable metallurgical. geoiogical and mining constraints are
.aken into account by this fully integrated ore control system. The svstem has enabied the Company 10
mine various grades of ore in a seiective manner and has resuited in significani improvements ir, ore
grade controi and. consequently. financial returns 16 the Company. ‘

Milis

The Company owns and operates two miils. The Number | mill. which was buiit in 1963, reats
ore being mined in the northern portion of the Company's property such as Cariir. Biug Star and th
Genesis deposit. The Number 2 mill. commissioned in September. 1983, 15 jocated approximatgiy i

(eI £
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miies south of the Number 1 mill and approximately ¢ miies north of the town of Cariin. and :

adjacent to 2 Gold Quarry open-Dit mine. It treats mill grade ore from the Gold Quarry anc the
Maggie Cresk deposits.

IS
N

The Number i mill utilizes. for oxide ore. a process designed for the Company DY NMC's
Danburv. Connecticut Research Center. This process invoives tne reduction in size of goid bearing
rock (ore} to a fine grain sand. The gold in the ore is then leached into a soiution with cvanide. A
solid /liquid separation systerm is then employed to separate the gold soiution from the solid material
{tailings). After injection of zinc dust a gold-zinc mixture is then precipitated from the solutior. The
-esuiting solid contains the goid originally contained in the gold bearing rock. This materiai is then
melted to separate the goid m 1al out of tne goid-zinc precipitate and is further refined to meet
production specifications. This mill aiso empioys. as another circuit. a chiorination treatment procass
(developed by the Company with heip from the U.S. Bureau of Mines) to treat the more difficuit
carbonaceous ore found at the Cariin mine. The cost of treating carbon ore is more than double that of
axide ore. principaliy due to the cost of chlorine. To some extent this cost is offset by reason of the
higher grade of the carbonaceous ore that is treated. The percentage of goid production from
carbonaceous ore varies from rime 1o time but presently is approximateiy §.7% of total gold producuon.

The Number 2 mill empioys state-of-the-art carbon-in-puip technoiogy 1o treat oxide ores. This
process is a sysiem of separating goid from an ore-water siurry by empioying the adsorbative property
of activated carbon. Gold in solution adheres to particies of activated carbon that has been exposed 10
the siurry. Carbon particies are separated from the slurry by screening and gold recovered from the
zarder. ;

20



The Number 1 and 2 mills are currently processing approximately 3.000 afid 8.000 tons of ore per
day, respectiveiy. '

Leaching

The Company has two leaching operations. The process calls for placing ore on a prepared.
impermeable base and spraving a sodium cyanide solution over the pile. The solution. appiied through
a surface sprinkler svstem. percolates through the pile of ore. dissolves the goid and runs to a collection
trough whence it is pumped to carbon columns. The goid is absorbed on to the carbon from the
solution and the soiution is returned to the sprinkiers after adjustment of the cvanide content.

Gold is stripped from the loaded carbon. recovered by eiectrodeposition. melted and recast as dore
bullion and is then delivered to non-affiliated refiners. '

Production Costs

Costs of production per ounce of goid include mining. processing and maintenance expenses and
Jocai overheads. Rovalty owners have the option of taking royaities in equivalent ounces of goid.
Production costs will fluctuate depending upon the grade and volume of ore processed and the recovery
rate. See “Summary Operating and Financial Data.”

The following table sets forth information on the Company's total costs per ounce of gold from
mill and ieach operations for the periods indicated:

Costs per Ounce of Gold Sold

e Three Months
Year Ended December 31. Ended Muarch 31,

1983 1984 1983 1955 T 19%6
Cost of produCtion . .. ... .. vve i Si4! $159 §175 $18§ $160
Rovalties .. ... v o4 12 2i i 3
Interest and otherincome. . ... .. . i, {3 (3 £3) {3 {1
Interest expense. net of capitalized interest ... .. 3 2 ié — 2z
Expioration .. ... . ... ... . 3 g 15 3 )
Depreciation. depietion and amortization........ 22 31 34 41 £

Total costs ....... U §164 $207 §258 §242 §23;

Waste Disposal

‘Waste tailings from each mill are pumpec into tailings ponds iocated less than one miie irom each
mill. As of December 31. 1983. the Company estimated that at the then current production rate ong
tailings pond wouid be filled 1o capacity by 2003 and the other by 1990. The former pond has a zero
discharge permit from the State of Nevada. Construction of the latter pond pre-dated present reguire-
ments 10 obtain permits and thus such pond does not require such a permit.

Under the reguirement of its permit the Company has instalied monitoring wells immediataiy
acjacent 1o the newer tailings pond in order to obtain eariv warning of any ieakage of contaminants
from the pond. No indications of contaminants have been recorded to date.

Maintenance

The operations of the mines and mills require significant maintenance work because of the conun-
uous and vigorous nature of such operations. - Routine maintenance of mine operating eguipment
inciudes. for exampie. oil. hvdrauiic fiuid and tire changes and inspection. repair and repiacement of
dozer biade cutting edges. ripper points and shovel dipper teeth. Equipment in the mill. on the other
hand. requires specialized technicians and sophisticated maintenance equipment because the mill is
highly mechanized and computerized.” The Company’s operations require approximateiy one mainte-
nance worker to support every 1.3 mine and mill workers. '
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