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FORWARD-LOOKING STATEMENTS

This quarterly report on Form 10-Q contains forward-looking statements that involve risks and uncertainties.

Forward-looking statements in this quarterly report include, among others, statements regarding our capital needs,

business plans and expectations. Such forward-looking statements involve risks and uncertainties regarding the market

price of copper, availability of funds, government regulations, permitting, common share prices, operating costs,

capital costs, outcomes of ore reserve development, recoveries and other factors. Forward-looking statements are

made, without limitation, in relation to operating plans, property exploration and development, availability of funds,

environmental reclamation, operating costs and permit acquisition. Any statements contained herein that are not

statements of historical facts may be deemed to be forward-looking statements. In some cases, you can identify

forward-looking statements by terminology such as may , will , should , expect , plan , intend , anticipat
estimate , predict , potential or continue , the negative of such terms or other comparable terminology. Actual event

results may differ materially. In evaluating these statements, you should consider various factors, including the risks

outlined in our annual report on Form 10-KSB for the year ended December 31, 2007, this quarterly report on Form

10-Q, and, from time to time, in other reports that we file with the Securities and Exchange Commission (the SEC ).

These factors may cause our actual results to differ materially from any forward-looking statement. Given these

uncertainties, readers are cautioned not to place undue reliance on such forward-looking statements.
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PART1 FINANCIAL INFORMATION

Item 1. Financial Statements

The following unaudited condensed consolidated interim financial statements of Nord Resources Corporation and its
wholly-owned subsidiary Cochise Aggregates and Materials, Inc. (sometimes collectively referred toas we , us or our
Company ) are included in this quarterly report on Form 10-Q:

Page
Condensed Consolidated Balance Sheets as of September 30, 2008 and December 31. 2007 EF-1

Condensed Consolidated Statements of Operations for the nine months ended September 30. 2008 E-3
and 2007

Condensed Consolidated Statements of Operations for the three months ended September 30. 2008 F-4
and 2007

Condensed Consolidated Statement of Changes in Stockholders Equity for the nine months ended E-5
September 30. 2008

Condensed Consolidated Statements of Cash Flows for the nine months ended September 30. 2008 F-6
and 2007

Notes to Condensed Consolidated Financial Statements E-7

It is the opinion of management that the interim condensed consolidated financial statements for the three and nine
months ended September 30, 2008 and September 30, 2007 include all adjustments necessary in order to ensure that
the condensed consolidated financial statements are not misleading. These condensed consolidated financial
statements reflect all adjustments, which are, in the opinion of management, necessary to present fairly the financial
position, results of operations and cash flows for the interim periods presented in accordance with accounting
principles generally accepted in the United States of America. These interim condensed consolidated financial
statements follow the same accounting policies and methods of their application as our Company s December 31, 2007
annual consolidated financial statements. All adjustments are of a normal recurring nature. These interim condensed
consolidated financial statements should be read in conjunction with our Company s December 31, 2007 annual
consolidated financial statements.

-1-



Edgar Filing: NORD RESOURCES CORP - Form 10-Q

NORD RESOURCES CORPORATION AND SUBSIDIARY
CONDENSED CONSOLIDATED BALANCE SHEETS

September 30, 2008 and December 31, 2007

ASSETS
September 30, December 31,
2008 2007
(Unaudited)
Current Assets:
Cash and cash equivalents $ 5,488,973 $ 3,368,910
Accounts receivable 120,354 144,012
Inventories 354,457 -
Prepaid expenses and other 77,715 68,012
Total Current Assets 6,041,499 3,580,934
Property and Equipment, at cost:
Property and equipment 4,800,698 4,161,993
Less accumulated depreciation and amortization (1,621,186) (1,460,611)
3,179,512 2,701,382
Construction in progress 26,271,948 10,795,491
Net Property and Equipment 29,451,460 13,496,873
Other Assets:
Restricted cash and marketable securities 686,476 3,686,476
Debt issuance costs, net of accumulated amortization 937,192 1,117,021
Total Other Assets 1,623,668 4,803,497
Total Assets $ 37,116,627 $ 21,881,304

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NORD RESOURCES CORPORATION AND SUBSIDIARY
CONDENSED CONSOLIDATED BALANCE SHEETS
September 30, 2008 and December 31, 2007

(Continued)

LIABILITIES AND STOCKHOLDERS EQUITY (DEFICIT)

Current Liabilities:
Accounts payable $
Accrued expenses
Current maturities of accrued interest
Current maturities of long-term debt
Current maturities of derivative contracts
Current maturities of capital lease obligation

Total Current Liabilities

Long-Term Liabilities:
Long-term accrued interest (less current maturities)
Long-term debt (less current maturities)
Derivative contracts (less current maturities)
Capital lease obligation (less current maturities)
Accrued reclamation costs
Other

Total Long-Term Liabilities

Total Liabilities

Commitments and contingencies

Stockholders Equity (Deficit):

Common stock: $.01 par value, 100,000,000 shares authorized,
68,933,635 and 66,659,224 shares issued and outstanding as of
September 30, 2008 and December 31, 2007, respectively

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive loss

Total Stockholders Equity

Total Liabilities and Stockholders Equity $

September 30,

2008

(Unaudited)

5,110,112 $

1,104,390
113,123
2,266,666
2,089,080
15,808

10,699,179

452,494
14,733,334
6,880,469
49,244
140,978
57,046

22,313,565

33,012,744

689,336
109,659,845
(97,148,201)

(9,097,097)

4,103,883

37,116,627 $

December 31,

2007
1,322,459
1,225,686

312,500
9,375

2,870,020

4,687,500
9,183,428

131,141
61,863

14,063,932

16,933,952

666,592
108,439,030
(94,974,842)

(9,183,428)

4,947,352

21,881,304

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NORD RESOURCES CORPORATION AND SUBSIDIARY
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007

(Unaudited)
2008 2007
Revenues $ 7,240,812 $ =
Expenses:
Costs applicable to sales (exclusive of depreciation, depletion and
amortization shown separately below) 5,986,621 -
Write-down of copper inventory to net realizable value 228,577 -
General and administrative expenses 3,049,452 3,997,919
Depreciation, depletion and amortization 228,568 78,350
Loss from operations (2,252,406) (4,076,269)
Other income (expense):
Interest expense (345,586) (482,589)
Legal settlement - 3,617,166
Miscellaneous income 424,633 466,389
Total other income (expense) 79,047 3,600,966
Loss before income taxes (2,173,359) (475,303)
Provision for income taxes - -
Net loss $ (2,173,359) $ (475,303)
Net loss per basic and diluted share of common stock:
Weighted average number of common shares outstanding 67,422,684 34,667,008
Net loss per share of common stock $ (0.03) $ (0.01)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NORD RESOURCES CORPORATION AND SUBSIDIARY
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007

(Unaudited)
2008 2007
Revenues $ 2,585,266 $ =
Expenses:
Costs applicable to sales (exclusive of depreciation, depletion and
amortization shown separately below) 2,985,336 -
Write-down of copper inventory to net realizable value 228,577 -
General and administrative expenses 1,016,907 1,567,305
Depreciation, depletion and amortization 80,703 36,677
Income (loss) from operations (1,726,257) (1,603,982)
Other income (expense):
Interest expense (74,008) (4,604)
Legal settlement - 2,350,000
Miscellaneous income 191,937 299,270
Total other income (expense) 117,929 2,644,666
Income (loss) before income taxes (1,608,328) 1,040,684
Provision for income taxes - -
Net income (loss) $ (1,608,328) $ 1,040,684
Net loss per basic and diluted share of common stock:
Weighted average number of basic common shares outstanding 68,471,774 35,344,652
Basic earnings (loss) per share of common stock $ 0.02) $ 0.03
Weighted average number of diluted common shares outstanding 68,471,774 40,617,503
Diluted earnings (loss) per share of common stock $ 0.02) $ 0.03

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NORD RESOURCES CORPORATION AND SUBSIDIARY
CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN STOCKHOLDERS EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008
(Unaudited)

Accumulated
Additional Other Com- Total
Paid-in Accumulated prehensive Stockholders
Common Stock Capital Deficit Loss Equity
Shares Amount

Balance at 66,659,224 $ 666,592 $ 108,439,030 $ (94,974,842) $  (9,183,428) $ 4,947,352
December 31,
2007
Comprehensive
loss:
Net loss - - - (2,173,359) - (2,173,359)
Cash flow - - - - 213,879 213,879
hedge, net
Ineffective
portion of
copper
hedges
transferred
to - - - - (127,548) (127,548)
miscellaneous
income
- - - - - (2,087,028)
Comprehensive
loss

Stock options
issued for
Coyote

Springs - - 51,040 - - 51,040
Compensation
expense from

issuance of - - 357,882 - - 357,882
stock options
Modification of - - 125,137 - - 125,137
warrants
Compensation
expense from

issuance of
deferred stock

units - - 97,500 - - 97,500
Common stock
issued for

44,411 444 (444) - - -
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deferred stock
units
Exercise of stock 250,000 2,500 47,500 - - 50,000
options
Exercise of 1,980,000 19,800 542,200 - - 562,000
warrants

Balance at 68,933,635 $ 689,336 $ 109,659,845 $ (97,148,201) $  (9,097,097) $ 4,103,883
September 30,
2008

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NORD RESOURCES CORPORATION AND SUBSIDIARY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007

(Unaudited)

Cash Flows From Operating Activities:
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation, depletion and amortization
Accretion expense on accrued reclamation costs
Amortization of debt issuance costs
Accretion of discount on debt
Issuance of stock options for services rendered
Issuance of stock and deferred stock units for services rendered
Accretion of warrant modification
Ineffective portion of copper hedges
Write-down of inventory to net realizable value
Changes in assets and liabilities:

Accounts receivable

Inventory

Other assets

Accounts payable

Accrued expenses

Net Cash Used In Operating Activities

Cash Flows From Investing Activities:
(Increase) decrease in restricted cash
Capital expenditures

Construction in progress

Net Cash Provided (Used) By Investing Activities

Cash Flows From Financing Activities:

Proceeds from issuance of notes payable

Debt issuance costs

Principal payments on capital leases

Principle payments on notes payable

Proceeds from exercise of stock options

Proceeds from issuance of special warrants

Offering costs paid in connection with special warrant financing
Proceeds from exercise of warrants

Net Cash Provided By Financing Activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

$

$

2008

(2,173,359) $

228,568
9,837
179,829

357,882
97,500
125,137
(127,548)
228,577
23,658
(571,954)
(9,703)
887,344
(126,113)
(870,345)
3,000,000
(587,427)
(12,010,531)

(9,597,958)

12,000,000
(23,634)

50,000

562,00(;
12,588,366
2,120,063
3,368,910

5,488,973

2007
(475,303)

78,350
13,659
100,000
85,846
625,756
172,305

(74,162)
(46,997)
663,087
(2,364,404)
(1,221,863)
(688,201)
(441,551)
(4,203,690)
(5,333,442)
25,000
(721,418)
(15,625)
(5,668,313)
23,000,025
(1,665,657)
357,351
15,311,363
8,756,058
1,007,835

9,763,893

11
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Supplemental Disclosure of Cash Flow Information:

Cash paid during the period for:
Interest $ 40,620 $ 290,368
Income taxes - -

Supplemental Disclosure of Non-cash Investing and Financing Activities:

Common stock issued for purchase of property $ - % 36,665
Stock options issued for purchase of property 51,040 -
Stock options issued in connection with special warrant financing - 513,436
Warrants issued in connection with debt facilities - 85,846
Common stock issued for settlement of accounts payable - 163,000
Debt issuance costs paid through a note payable - 75,000
Common stock issued in exchange for deferred stock units 444 901
Mark to market of cash flow hedges 86,331 9,454,750
Capitalized interest 565,617 -
Common stock issued upon conversion of related party convertible notes - 132,680
Construction in progress financed by accounts payable 2,900,309 -
Acquisition of equipment under lease 79,310 -

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NORD RESOURCES CORPORATION AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

1. FINANCIAL STATEMENTS

The accompanying financial information of Nord Resources Corporation (the Company ) is prepared in accordance
with the rules prescribed for filing condensed interim financial statements and, accordingly, does not include all
disclosures that may be necessary for complete financial statements prepared in accordance with U.S. generally
accepted accounting principles. The disclosures presented are sufficient, in management s opinion, to make the interim
information presented not misleading. All adjustments, consisting of normal recurring adjustments which are
necessary so as to make the interim information not misleading, have been made. In order to conform to the current
period s presentation, general and administrative expenses in the amount of $172,455 recorded in the three month
period ending March 31, 2008 (consisting of payments for property and casualty insurance in the amount of $50,903
and other operating supplies and services in the amount of $121,552) have been reclassified on the condensed
consolidated statement of operations for the nine months ended September 30, 2008 to cost applicable to sales. In
addition, in the three month period ending June 30, 2008, the Company wrote-off unsubstantiated accounts payable in
the amounts of $93,101 and $90,196 to cost applicable to sales and general and administrative expenses, respectively.
Results of operations for the three and nine month periods ended September 30, 2008 are not necessarily indicative of
results of operations that may be expected for the year ending December 31, 2008. The Company recommends that
this financial information be read in conjunction with the complete consolidated financial statements included in the
Company s Annual Report on Form 10-KSB for the year ended December 31, 2007 previously filed with the Securities
and Exchange Commission (the SEC ).

2. BASIS OF PRESENTATION

The accompanying condensed consolidated financial statements have been prepared on a going concern basis, which
contemplates the realization of assets and the satisfaction of liabilities in the normal course of business. The
condensed consolidated financial statements do not include any adjustments relating to the recoverability and
classification of recorded asset amounts or the amount and classification of liabilities that might be necessary should
the Company be unable to continue as a going concern. Such adjustments could be material. The Company s
continuation as a going concern is dependent upon its ability to reactivate the Johnson Camp Mine in a timely and cost
effective manner, to meet its obligations under its Credit Agreement with Nedbank which will allow continued
utilization of its credit facility, and to produce copper to sell at a level where the Company becomes profitable. The
Company s continued existence is dependent upon its ability to achieve its operating plan. If management cannot
achieve its operating plan because of sales shortfalls or other unfavorable events, the Company may find it necessary
to dispose of assets, or undertake other actions as may be appropriate.

3. PRE COMMERCIAL PRODUCTION COSTS

The Company commenced copper cathode production from leaching existing old dumps in January 2008 and
completed the first copper cathode sale from these operations in February 2008. Commercial production from existing
heaps is defined by the Company as either operating at a minimum of 75% of designed capacity or generating positive
cash flows from operations for a period of seven days. Commercial production from residual leaching was achieved
effective February 1, 2008. Operating costs incurred prior to achieving commercial production, net of the realized
value of copper produced during the period, are capitalized as mine development. These costs of $572,765 are being
amortized on a straight-line basis over the expected life of production of existing ore on old dumps which is estimated
to

F-7
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NORD RESOURCES CORPORATION AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

be 5 years. Pre commercial production costs charged to operations were $28,563 and $76,168 for the three and nine
month periods ending September 30, 2008, respectively.

4. STOCK-BASED COMPENSATION
Stock Options

Beginning January 1, 2006, the Company adopted the fair value recognition provisions of Statement of Financial
Accounting Standards ( SFAS ) No. 123(R), Share-Based Payment, using the modified prospective application method.
The Company has granted incentive and non-qualified stock options to its directors and employees under terms of its

2006 Stock Incentive Plan. The Company has also granted non-qualified, non-plan stock options, which have been
authorized by the Company s board of directors. Stock options are generally granted at an exercise price equal to or
greater than the quoted market price on the date of grant.

There are 6,421,675 stock options outstanding at September 30, 2008, of which 3,521,675 are non-qualified non-plan
stock options and 2,900,000 have been issued pursuant to the Company s 2006 Stock Incentive Plan. The outstanding
options expire at various dates from 2008 to 2017.

The Company did not grant any stock options to employees and directors during the three months ended September
30, 2008. The Company granted 106,674 stock options during the nine months ended September 30, 2008, to persons
other than employees and directors. The Company recognized $57,327 and $357,882 in compensation expense related
to employee and director stock options for the three and nine month periods ended September 30, 2008, respectively.
During the three months ended September 30, 2007, the Company granted 450,000 stock options to employees and
directors and recognized $253,162 in compensation expense. During the nine months ended September 30, 2007 the
Company granted 2,100,000 stock options to employees and directors and recognized $625,756 compensation
expense.

As summarized in the following tables, 250,000 stock options were exercised during the nine months ended
September 30, 2008, 106,674 were granted and a total of 50,000 stock options either expired or were cancelled in
accordance with their respective terms:

Weighted

Number of Average

Shares Exercise

Price
Three Months Ended September 30,2008

Options outstanding at June 30, 2008 6,671,675 $ .70
Granted - -
Exercised (250,000) .20
Cancelled/Expired - -
Options outstanding at September 30, 2008 6,421,675 $ 72

F-8
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NORD RESOURCES CORPORATION AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
Weighted
Number of Average
Shares Exercise
Price
Nine Months Ended September 30,2008
Options outstanding at December 31, 2007 6,615,001 $ 1
Granted 106,674 1.00
Exercised (250,000) .20
Cancelled/Expired (50,000) 2.00
Options outstanding at September 30, 2008 6,421,675 $ 72

The following table summarizes certain additional information about the Company s total and exercisable stock
options outstanding as of September 30, 2008:

Weighted
Average Weighted
Remaining Average
Number Contractual Exercise Intrinsic
Outstanding  Life in Years Price Value

Total stock options 6,421,675 43 §$ 72 $ 67,500
Exercisable stock
options 5,588,342 3.8 72 67,500

The market price of the Company s common stock on the OTC Bulletin Board on September 30, 2008 was $.51 per

share. Accordingly, the intrinsic value of total stock options and exercisable stock options as of September 30, 2008
was $67,500 and $67,500, respectively.

The following table summarizes the unvested stock options outstanding as of September 30, 2008:

Weighted
Average
Grant Date
Number of Fair Value
Shares
Three Months Ended September 30,2008
Non-vested options outstanding at June 30, 2008 983,333 $ .56
Granted - -
Vested (150,000) .63
Cancelled/Forfeited - -
Non-vested Options outstanding at September 30, 2008 833,333 $ .55

F-9
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NORD RESOURCES CORPORATION AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
Weighted
Average
Grant Date
Number of Fair Value
Shares
Nine Months Ended September 30,2008
Non-vested options outstanding at December 31, 2007 1,800,000 $ .57
Granted 106,674 48
Vested (1,073,341) .58
Cancelled/Forfeited - -
Non-vested Options outstanding at September 30, 2008 833,333 $ .55

The total grant date fair value of options vested during the three months and nine months ended September 30, 2008
was $95,100 and $624,260, respectively. The Company recognizes stock option compensation expense on stock
options with a graded vesting schedule on a straight line basis over the requisite service period for each separately
vesting portion of the award as if the award was, in substance, multiple awards. As of September 30, 2008, 833,333
stock options remain unvested, resulting in $147,107 in compensation expense to be recognized over the following
five quarters.

The Company uses the Black-Scholes option pricing model to estimate the fair value of stock options granted. As
indicated above, there were no options granted during the three month period ended September 30, 2008 and 106,674
were granted during the nine months ended September 30, 2008, however, none of which were issued to employees or
directors. These options vested immediately; therefore, there is no expected forfeiture. Furthermore, the expected term
of these options is equivalent to the contractual term thereof, 3 years. The expected forfeiture rate of 8% in 2007 was
based on historical employee turnover rates and included actual forfeitures of stock options due to the resignation of
one of the Company s officers. The expected term of the options granted to employees is estimated using the formula
set forth in SEC Staff Accounting Bulletin ( SAB ) No. 107. The risk-free interest rate is based upon the U.S. Treasury
yield curve in effect at the date of grant and, in connection with the adoption of SFAS 123(R), Share-Based Payment,
the expected volatility is based on the weighted historical volatility of the Company s common stock and that of its
peer group.

The Company granted 106,674 and 3,940,002 stock options during the nine month periods ended September 30, 2008
and 2007, respectively. The fair values for the stock options granted during the nine month periods ended September
30, 2008 and 2007 were estimated at the respective dates of grant using the Black-Scholes option pricing model with
the following assumptions:

Nine Months
Nine Months Ended
Ended September 30,
September 30, 2007
2008
Risk-free interest rate 2.3% 4.9% to 5.0%
Expected life 3.0 years 2.0 to 5.5 years
Expected volatility 78% 78% to 91%
Expected dividend yield 0% 0%
F-10

17



Edgar Filing: NORD RESOURCES CORP - Form 10-Q

18



Edgar Filing: NORD RESOURCES CORP - Form 10-Q

NORD RESOURCES CORPORATION AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

Deferred Stock Units

During the three and nine months ended September 30, 2008 and 2007, certain equity-based fees have been paid to the
Company s non-executive directors in the form of awards issued pursuant to the Company s 2006 Stock Incentive Plan.
The non-executive directors have limited rights, exercisable within applicable time limits, to elect to have any
percentage of such awards, and any percentage of cash fees, payable in deferred stock units ( DSUs ). Each of the
Company s non-executive directors exercised such rights in respect of the equity-based fees payable to them for the
three and nine months ended September 30, 2008 and 2007. Accordingly, during the three and nine months ended
September 30, 2008, the Company credited a total of 68,421 and 149,140 DSUs, respectively, to its non-executive
directors, and recognized expenses of $32,500 and $97,500, respectively, related to the issuance of these DSUs.
During the three and nine months ended September 30, 2007, the Company credited a total of 20,763 and 108,513
DSUs, respectively, to its non-executive directors, and recognized expenses of $30,625 and $92,305, respectively,
related to the issuance of these DSUs. During the three and nine month periods ended September 30, 2008, there were

0 and 44,411 DSUs, respectively, that were converted into shares of the Company s common stock. The DSUs were
granted under the 2006 Stock Incentive Plan. As of September 30, 2008, there were 304,570 DSUs outstanding.

Common Stock

During the three and nine months ended September 30, 2008, the Company did not issue any shares of fully paid and
non-assessable common stock to employees of the Company. During the three months ended September 30, 2007, the
Company did not issue any shares of fully paid and non-assessable common stock to employees of the Company.
During the nine months ended September 30, 2007, the Company issued 100,000 shares of fully paid and
non-assessable common stock to employees of the Company with a weighted average grant date fair value of $0.80
per share. Stock-based compensation related to these awards of $80,000 is included in operating expenses for the nine
months ended September 30, 2007.

S. INVENTORY

Inventory is as follows:

As of
September 30,
2008
Material & supplies $ 64,429
Copper in process 87,317
Finished goods 202,711
Total inventory $ 354,457

The Company s inventories are carried at the lower of cost or net realizable value. Cost for the product inventory is
valued using the weighted average cost of production and includes all costs of purchase, costs of conversion (direct
costs and an allocation of fixed and variable production overheads) and other costs incurred in bringing the inventories
to their present location and condition. During the three month period ended September 30, 2008, the Company
recorded write-downs of $228,577 in Cost applicable to sales to reduce the carrying value of inventories to net
realizable value.
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6. ACCRETION OF WARRANT MODIFICATION

On May 8, 2008, the Company extended the exercise period on 743,590 and 75,000 common stock purchase warrants
held by Nedbank Limited by nine months, to November 8, 2008 and November 15, 2008, respectively. The other
terms and conditions of the warrants, including their respective exercise prices, remain unchanged. The change in fair
value, which was charged to interest expense during the nine month period ended September 30, 2008, resulting from
this modification in the warrant expiry date was $125,137 and was calculated using the Black-Scholes option pricing
model with the following assumptions:

Risk-free interest rate 1.4%
Expected life .5 years
Expected volatility 74% to 75%
Expected dividend yield 0%

7. LONG-TERM DEBT

The Company entered into a Credit Agreement dated September 28, 2007 (and amended as of June 30, 2008) with
Nedbank as administrative agent and lead arranger. The Amended Credit Agreement provides for a $25 million
secured term loan credit facility that is being used by the Company to assist in financing the construction, start-up and
operation of the Johnson Camp Mine. The Amended Credit Agreement contemplates a series of term loans to be
funded from time to time by a syndicate of lenders in response to draw-down requests by the Company, with the
aggregate amount of all term loans being $25 million. The term loans will be available until the earlier of: (i) the date
of termination of the lender commitments; (ii) the first principal repayment date; or (iii) December 31, 2008. The
loans bear interest, payable in arrears, at an annual rate equal to the London Interbank Offering Rate for the interest
period in effect plus a margin of 3.0% (3.5% during the initial reactivation period). The annual interest rate on these
loans at September 30, 2008 was 6.3% . The loans will be repaid beginning March 31, 2009 in 15 equal quarterly
installments, subject to certain prepayment obligations set forth in the Amended Credit Agreement. As of September
30, 2008, $17,000,000 had been drawn down on the loan.

8. BASIC AND DILUTED EARNINGS PER SHARE

Basic earnings (loss) per common share are computed by dividing net earnings (loss) by the weighted average number
of common shares outstanding during the period. Diluted earnings (loss) per share is calculated based on the weighted
average number of common shares outstanding adjusted for the dilutive effect, if any, of stock options, warrants and
other dilutive securities outstanding. Outstanding options, warrants and other dilutive securities to purchase
23,788,830 and 57,368,285 shares of common stock for nine months ended September 30, 2008 and 2007,
respectively, are not included in the computation of diluted loss per share as the effect of the assumed exercise of
these options and warrants would be anti-dilutive. Outstanding options, warrants and other dilutive securities to
purchase 23,788,830 and 150,000 shares of common stock for three months ended September 30, 2008 and 2007,
respectively, are not included in the computation of diluted earnings (loss) per share as the effect of the assumed
exercise of these options and warrants would be anti-dilutive. In addition, outstanding warrants to purchase
46,000,050 shares of common stock are not included in the computation of diluted earnings per share for the three
months ended September 30, 2007 as their issuance was contingent upon certain conditions that
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had not been satisfied as of September 30, 2007 and would not have been issuable if September 30, 2007 was the end
of the related contingency period.

Components of basic and diluted earnings per share were as follows:

Three Months Ended September

30,
2008 2007

Net income (loss) available for common stock holders $ (1,608,328) $ 1,040,684
Weighted average outstanding shares of common stock 68,471,774 35,344,652
Dilutive effect of warrants and stock options - 5,272,851
Common stock and common stock equivalents 68,471,774 40,617,503
Earnings (loss) per share:

Basic $ 0.02) $ 0.03

Diluted $ 0.02) $ 0.03
9. CONCENTRATION

On February 1, 2008, the Company entered into a cathode sales agreement with Red Kite Master Fund Limited ( Red
Kite ) to sell 100% of its copper cathode production. Pursuant to this agreement, Red Kite will accept delivery of the
cathode at the Johnson Camp Mine at pricing based on the COMEX price for high-grade copper. The contract is
effective through December 31, 2012 and may not be terminated by either party unless certain conditions are met. Red
Kite is a large, well capitalized and diversified multinational organization; therefore, the credit risk is considered to be
minimal.

10. COPPER PRICE PROTECTION PROGRAM

In connection with the Credit Agreement dated September 28, 2007 with Nedbank, the Company agreed to implement
a price protection program with respect to a specified percentage of copper output from the Johnson Camp Mine. The
price protection program consists of a synthetic put structure whereby the Company entered into a combination of
forward sale and call option contracts for copper quantities, based on a portion of the estimated production from the
Johnson Camp Mine during the term of the loan. The program covers approximately 27% of the estimated copper
production from the Johnson Camp Mine during the term of the loan. The Company implemented the price protection
program by entering into forward sales contracts for 4,560, 3,600, and 2,400 metric tons of London Metal Exchange
cash settlement copper for 2009, 2010, and 2011, respectively, at a net forward price of $5,538, $4,481 and $4,413 per
metric ton for the same periods. The program also included the purchase of long call options for the same quantities
with average strike prices of $8,781, $8,523, and $8,723 per metric ton for the same periods, respectively, thereby
permitting the Company to participate in price increases in the event that copper prices exceed the strike price of the
long call options. The program requires no cash margins, collateral or other security from the Company.

Under SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities , these contracts are carried on
the consolidated balance sheet at their fair value. Contracts representing approximately 10,318 metric tons of copper
were designated as cash flow hedges, changes to the fair value of these contracts are reflected in Accumulated Other
Comprehensive Loss . A reduction in fair value in the amount of $9,097,097 was recorded as other comprehensive loss
in the consolidated balance sheet. During the three month period ended September 30, 2008, contracts representing
approximately 242 metric tons of copper originally designated as cash flow hedges were reclassified to trading
securities
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because our forecasted production of copper during the first quarter of 2009 no longer matches our hedged position,
and, as such, the underlying derivative contracts were deemed to be ineffective. Accordingly, changes to the fair value
of these contracts in the amount of $127,558 have been reclassified from accumulated other comprehensive income
and reported within the condensed consolidated statement of operation and are reflected in Miscellaneous income. As
of September 30, 2008, the carrying value of the net derivative liability was approximately $8,969,549.

11. INCOME TAXES

The Company records a valuation allowance for certain temporary differences for which it is more likely than not that
it will not receive future tax benefits. The Company assesses its past earnings history and trends, sales backlog and
projections of future net income. The Company recorded a valuation allowance for the entire amount of the net
deferred tax asset in 2007 and prior years as the Company considered it to be unlikely to recognize sufficient
operating income to realize the benefit of these assets over time until the Company has had a reasonable history of net
income. Accordingly, the Company recorded a deferred tax valuation allowance in prior years to offset the entire
deferred tax asset arising from the tax loss carry forward and other temporary differences. Valuation allowances are
established when necessary to reduce deferred tax assets to the amount expected to be realized, based upon criteria
that include a recent history of demonstrated profits. The Company did not record a tax expense for the three and nine
month periods ending September 30, 2008 as in addition to the tax loss-carryforward the Company has not generated a
taxable income on a year to date basis. The Company will continue to review this valuation allowance and the
recognition of tax expense and make adjustments as appropriate.

12. RECENTLY ISSUED ACCOUNTING STANDARDS

In September 2006, the Financial Accounting Standards Board ( FASB ) issued SFAS No. 157, Fair Value
Measurements . SFAS No. 157 defines fair value, establishes a framework for measuring fair value in generally
accepted accounting principles and expands disclosures about fair value measurements. This Statement does not
require any new fair value measurements. SFAS No. 157 is effective for financial statements issued for fiscal years
beginning after November 15, 2007, and interim periods within those fiscal years. However, in February 2008, FASB
Staff Position ( FSP ) 157-2, Effective Date of FASB Statement 157 , was issued. FSP 157-2 applies to nonfinancial
assets and nonfinancial liabilities, except for items that are recognized or disclosed at fair value in an entity s financial
statements on a recurring basis (at least annually). Accordingly, this FSP defers the effective date of SFAS No. 157 to
fiscal years beginning after November 15, 2008, and interim periods within those fiscal years for items within the
scope of the FSP. The Company plans to adopt this standard beginning January 2009, and the Company does not
anticipate it will have a material impact on its consolidated financial statements.

In December 2007, the SEC issued SAB No. 110 which confirms that the use of a simplified method, as discussed in
SAB No. 107, to estimate the expected term of plain vanilla share options in accordance with FASB No. 123 would be
acceptable beyond December 31, 2007. The Company adopted this standard beginning January 2008, which had no
material impact on the Company s consolidated financial statements.
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In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements
an amendment of ARB No. 51. SFAS No. 160 requires that ownership interests in subsidiaries held by parties other
that the parent be clearly identified labeled and presented in the consolidated statement of financial position within
equity, but separate from the parent equity. It also requires that the amount of consolidated net income attributable to
the parent and to the noncontrolling interest be clearly identified and presented on the face of the consolidated
statement of income. This statement also establishes a single method of accounting for changes in a parent s ownership
interest in a subsidiary that do not result in deconsolidation. The statement requires that a parent recognize a gain or
loss in net income when a subsidiary is deconsolidated and that disclosures be expanded in the consolidated financial
statements that clearly identify and distinguish between the interests of the parent s owners and the interests of the
noncontrolling owners of a subsidiary. SFAS No. 160 is effective for fiscal years, and interim periods within those
fiscal years, beginning on or after December 15, 2008. The Company plans to adopt this standard beginning January
2009; at this time, it is uncertain if doing so will have a material impact on the Company s consolidated financial
statements.

In December 2007, the FASB issued SFAS No. 141 (Revised 2007), Business Combinations. SFAS No. 141 (Revised
2007) establishes principles and requirements for how an acquirer: (1) recognizes and measures in its financial
statements the identifiable assets acquired, the liabilities assumed and any noncontrolling interest in the acquired
entity; (2) recognizes and measures the goodwill acquired in the business combination or a gain from a bargain
purchase; and (3) determines what information to disclose to enable users of the financial statements to evaluate the
nature and financial effects of the business combination. SFAS No. 141 (Revised) applies prospectively to business
combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning
on or after December 15, 2008. The Company plans to adopt this standard beginning January 2009; at this time, it is
uncertain if doing so will have a material impact on the Company s consolidated financial statements.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities.
SFAS No. 161 establishes, among other things, the disclosure requirements for derivative instruments and for hedging
activities. This objective of this statement is to enhance the understanding of: (1) how and why an entity uses
derivative instruments; (2) how derivative instruments and related hedged items are accounted for under SFAS No.
133 and its related interpretations; and (3) how derivative instruments and related hedged items affect an entity s
financial position, financial performance and cash flows. SFAS No. 161 requires qualitative disclosures about
objectives and strategies for using derivatives, quantitative disclosures about fair value amounts of gains and losses on
derivative instruments and disclosures about credit-risk-related contingent features in derivative agreements. SFAS
No. 161 is effective for financial statements issued for fiscal years and interim periods beginning after November 15,
2008. The Company plans to adopt this standard beginning January 2009; at this time, it is uncertain if doing so will
have a material impact on the Company s consolidated financial statements.

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles. SFAS
No. 162 identifies the sources of accounting principles and the framework for selecting the principles to be used in the
preparation of financial statements for nongovernmental entities that are present in conformity with generally accepted
accounting principles (GAAP) in the United States. SFAS No. 162 is effective 60 days following the SEC s approval
of the Public Company Accounting
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Oversight Board amendments to AU Section 411, The Meaning of Present Fairly in Conformity With Generally
Accepted Accounting Principles. The Company plans to adopt this standard when it become effective, however, the
Company does not believe it will have a material impact on the Company s consolidated financial statements.

13. SUBSEQUENT EVENTS

Long-term Debt

On November 7, 2008, the Company drew down the remaining $8,000,000 available under the Nedbank Credit
Agreement dated June 28, 2007 (and amended as of June 30, 2008).
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Item 2. Management s Discussion and Analysis

The following discussion of our financial condition, changes in financial condition and results of operations for the
three and nine months ended September 30, 2008 and 2007 should be read in conjunction with our unaudited
condensed consolidated interim financial statements and related notes for the three and nine months ended September
30, 2008 and 2007. The following discussion contains forward-looking statements that involve risks, uncertainties and
assumptions. Our actual results may differ materially from those anticipated in these forward-looking statements as a
result of many factors, including, but not limited to, those set forth below under the heading Risk Factors .

Overview of Our Business

We are a copper mining company. Our principal asset is the Johnson Camp property located in Arizona. The Johnson
Camp property includes the Johnson Camp Mine and a production facility that uses the solvent extraction,
electrowinning (SX-EW) process. The Johnson Camp Mine is an existing open pit copper mine; it includes two
existing open pits, namely the Burro and the Copper Chief bulk mining pits.

The Johnson Camp property also includes a decorative and structural stone operation, which produces landscape and
aggregate rock from the overburden piles at the Johnson Camp Mine. Since December 2004, we have leased this
landscape and aggregate rock operation to JC Rock, LLC in exchange for a sliding scale royalty. On October 31,
2008, we entered into an agreement with Texas Canyon Rock & Sand, Inc., whereby Texas Canyon will process
decorative rock for sale by Nord in exchange for a processing fee.

We acquired the Johnson Camp Mine from Arimetco, Inc. pursuant to a Sales and Purchase Agreement that had been
assigned to us in September 1999 by Summo USA Corporation, the original purchaser, following the completion of
certain due diligence work by Summo. Although Arimetco had ceased mining on the property in 1997, we, like
Arimetco before us, continued production of copper from ore that had been mined and placed on leach pads until
August 2003 when we placed the Johnson Camp Mine on a care and maintenance program due to weak market
conditions for copper at that time. Approximately 6.7 million pounds of copper cathode were produced from residual
copper in the heaps over the period 1998 to 2003.

On June 28, 2007, our board of directors adopted a resolution authorizing our Company to proceed with the
reactivation of the Johnson Camp Mine. We believe that the current world market demand for copper, which has
resulted in relatively strong market prices for copper since 2003, has created an opportunity for us to reactivate the
Johnson Camp Mine, despite the anticipated high costs that this will involve.

On June 5, 2007, we completed an unregistered private placement offering of 30,666,700 special warrants for
aggregate proceeds of approximately $23 million (net proceeds of approximately $21.3 million). In addition, we have
entered into a credit agreement dated as of September 28, 2007 (amended as of June 30, 2008) with Nedbank Limited,
as administrative agent and lead arranger, which provides for a $25 million secured term loan credit facility.
Substantially all of the funds drawn down under the facility have been or will be used by us to finance the
construction, start-up and operation of mining and metal operations at the Johnson Camp Mine. As of September 30,
2008, we had drawn down $17 million of the credit facility; we drew down the remaining $8,000,000 available under
the credit facility on November 7, 2008.
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Based upon our Company s current forecast for the reactivation of the Johnson Camp Mine, we continue to believe that
we have sufficient funds to meet our capital requirements to reactivate the Johnson Camp Mine.

In order for us to resume full mining operations, we will have to complete the mine development schedule contained
in an updated feasibility study prepared by Bikerman Engineering & Technology Associates, Inc. The feasibility study
forms part of a technical report dated September 2007 that was completed by Bikerman Engineering & Technology
Associates, Inc. in accordance with National Instrument 43-101 Standards of Disclosure for Mineral Projects of the
Canadian Securities Administrators (as required for us to comply with provincial securities laws in Canada that are
applicable to our Company) and SEC Industry Guide No. 7. The feasibility study includes an economic analysis of the
Johnson Camp Mine based on the mine plan, capital and operating cost estimates current as of the second quarter of
2007, and a three-year trailing average copper price of $2.45 per pound over the life of the mine. Bikerman
Engineering & Technology Associates concluded in the feasibility study that resumption of operations at the Johnson
Camp Mine in accordance with the mine plan will generate positive discounted cash flows over a 16 year mine life at
8%, 15% and 20% discount rates.

We commenced further exploratory drilling on the Johnson Camp property in mid-July 2007. We have completed the
first phase of preliminary exploratory drilling around the periphery of the existing boundaries of the Burro and Copper
Chief pits. The drill results indicate the continuation of mineralization from the current south edge of the Burro pit and
expanded copper mineralization to the northwest and southwest of the planned Copper Chief pit boundaries. In
addition, the exploratory drilling has resulted in increased drill hole density within the Copper Chief pit.

We commenced copper cathode production from leaching existing old dumps in January 2008 and completed the first
copper cathode sale from these operations in February 2008. Commercial production from existing heaps is defined by
the Company as either operating at a minimum of 75% of designed capacity or generating positive cash flows from
operations for a period of seven days. Commercial production from residual leaching was achieved effective February
1, 2008. Operating costs incurred prior to achieving commercial production, net of related revenues, are capitalized as
mine development.

Our Plan of Operations
Overview

We commenced the reactivation process at the Johnson Camp Mine in late June 2007. Our mine operating plan calls
for residual leaching of the existing old dumps and an active leach program of newly mined ore. Initial copper
production from residual leaching operations commenced in January 2008.

Our current reactivation plan includes an estimated full production rate of 25 million pounds of copper cathodes per
annum. We expect that we will be able to commence mining new ore in the first quarter of 2009, which should enable
our Company to reach our currently planned full copper production rate by spring 2009.

We have received a scoping study completed by an independent, internationally-recognized firm of mining engineers
and consultants that found that we can potentially increase our production to an estimated rate of 40 million pounds of
copper per year from our current plan of 25 million pounds of copper per year with an additional capital investment of
approximately $19 million. We plan to conduct a feasibility study as a first step in assessing whether we should
pursue this increase in our planned
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production. We believe that we will have sufficient cash flow from operations to commission the required feasibility
study, but we will require additional financing if we decide to make the required capital investments to increase
production. Upon completion of the feasibility study, which we anticipate will take six months from the date that it
begins, our board of directors will analyze the results of the feasibility study to determine whether it is in the best
interests of our Company to pursue this initiative, taking into account, among other things, the availability of required
financing (which cannot be assured). While the feasibility study is being done, we plan to undertake certain other
steps necessary to position us to proceed with this initiative, including the development of a new mine plan and permit
applications.

Our business, and our ability to realize our business objectives and implement our operating plan, are subject to a
number of additional risks and uncertainties, including those discussed under the heading Risk Factors .

Estimated Capital Costs

We expect that the initial capital costs will be approximately $34 million (formerly estimated at $29 million). Such
costs relate primarily to: (a) the rehabilitation of solution ponds; (b) refurbishment and a modest expansion of the
SW-EX copper production facility; (c) the installation of our primary stage crusher, and the purchase and installation
of two secondary stage crushers and conveying equipment; and (d) other project-related items.

We estimate we will incur a further $3 million in capital costs in the following two years primarily associated with
expanding one or more of our existing leach pads. These cost figures do not include estimated reclamation bonding
requirements, and do not account for inflation, interest and other financing costs.

Results of Operations Three and Nine Months Ended September 30, 2008 and 2007

The following table sets forth our operating results for the three and nine months ended September 30, 2008, as
compared with our operating results for the three and nine months ended September 30, 2007.

Three Months Ended Nine Months Ended
September  September Change September  September Change
30, 30, (Increase/ 30, 30, (Increase/
2008 2007 Decrease) 2008 2007 Decrease)

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
Net sales $ 2,585266 $ - $ 2,585266 $ 7,240,812 $ - $ 7,240,812

Cost applicable to sales

(exclusive of

depreciation,

depletion and

amortization

shown separately below) 3,213,913
General and

administrative

expenses 1,016,907 1,567,305 (550,398) 3,049,452 3,997,919 (948,467)
Depreciation, depletion

and

amortization 80,703 36,677 44,026 228,568 78,350 150,218

3,213,913 6,215,198 - 6,215,198

Gain (loss) from
operations (1,726,257)  (1,603,982) (122,275)  (2,252,406) (4,076,269) 1,823,863
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Three Months Ended
September  September Change
30, 30, (Increase/
2008 2007 Decrease)
(unaudited) (unaudited) (unaudited)
Other income (expense):
Interest expense (74,008) (4,604) (69,404)
Legal settlement - 2,350,000 (2,350,000)
Miscellaneous income
(expense) 191,937 299,270 (107,333)
Total other income
(expense) 117,929 2,644,666 (2,526,737)
Income (loss) before
income
taxes (1,608,328) 1,040,684 (2,649,012)

Provision for income = - -
taxes

Net Income (loss) $ (1,608,328) $ 1,040,684 $ (2,649,012)
Basic earnings (loss) per

shares of common

Stock:

Weighted average
number

of common shares

outstanding

Basic earnings (loss)
per

share of common  $
stock

68,471,774 35,344,652

0.02) $ 0.03

Diluted earnings (loss)
per

shares of common
Stock:

Weighted average
number
of common shares
outstanding 68,471,774 40,617,503
Diluted earnings
(loss) per

$ 0.02) $ 0.03

Nine Months Ended
September  September Change
30, 30, (Increase/
2008 2007 Decrease)
(unaudited) (unaudited) (unaudited)
(345,586) (482,589) 137,003
- 3,617,166 (3,617,166)
424,633 466,389 (41,756)
79,047 3,600,966 (3,521,919)
(2,173,359) (475,303)  (1,698,056)

$ (2,173,359) $ (475,303) $ (1,698,056)

67,422,684 34,667,008

$ 0.03) $ (0.01)

67,422,684 34,667,008

$ 0.03) $ (0.01)
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share of common
stock
Net Sales

We commenced commercial production from residual leaching on February 1, 2008. We entered into a long term
cathode sales agreement effective February 1, 2008, with Red Kite Master Fund Limited for 100% of the copper
cathode production from the Johnson Camp Mine. The agreement runs through December 31, 2012 with renewable
extensions by mutual agreement of both parties. Pursuant to the agreement, Red Kite will accept delivery of the
cathodes at the Johnson Camp Mine, and pricing will be based on the average monthly Commodity Exchange price
for high-grade copper.

We recorded revenues of $2,585,266 from the sale of 836,488 pounds of copper cathode for the three months ended
September 30, 2008 and revenues of $7,240,812 from the sale of 2,094,591 pounds of copper from February 1, 2008
through September 30, 2008. Revenues earned from the sale of 58,723 pounds of copper cathode produced prior to the
commencement of commercial production in the amount
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of $209,907 were credited to development costs. We did not have any revenue during the three and nine month
periods ending September 30, 2007 due to the fact that the Johnson Camp Mine was on a care and maintenance
program during that period.

Cost Applicable to Sales

Cost applicable to sales represents the costs incurred in converting the ore present in existing leach pads into salable
copper cathodes. The conversion process includes leaching of stockpiles, solvent extraction and electrowinning and
results in the production of copper cathode. The costs include labor, supplies, energy, site overhead costs and other
necessary costs associated with the extraction and processing of ore. However, the costs exclude depreciation,
depletion and amortization.

We incurred $3,213,913 of costs applicable to sales for the three month period ending September 30, 2008. Our
primary supply cost associated with residual leaching is sulfuric acid which amounted to approximately $1,434,000
during the three month period, an increase of $280,000 over the prior quarter. This increase was primarily due to
increased usage of sulfuric acid. In an effort to optimize copper production from residual leaching, during the third
quarter on a test basis, we increased the sulfuric acid application rate to the heaps. As the test did not result in an
economical corresponding increase in copper production, we have since reduced the sulfuric acid application rate to
the prior quarter s level. Cost applicable to sales also includes one-time charges of approximately $208,000 for
consulting and remediation of existing facilities to improve operating efficiencies, and a non-cash write-down of
$228,577 to reduce the carrying value of inventories to net realizable value (as discussed above), and reflects
increased costs for labor, supplies and maintenance in anticipation of commencement of mining in early 2009.

We incurred $6,215,198 of costs applicable to sales from the commencement of commercial production (February 1,
2008) through September 30, 2008. Operating costs incurred from December 1, 2007 through January 31, 2008 in the
amount of $572,118 (net of pre commercial revenue) were capitalized and will be amortized over the expected life of
production of copper cathodes from existing heaps. Cost applicable to sales for the nine month period also includes a
non-cash write-down of $228,577 to reduce the carrying value of inventories to net realizable value.

General and Administrative Expenses

Our general and administrative expenses decreased to $1,016,907 for the three months ended September 30, 2008,
compared to $1,567,305 for the three months ended September 30, 2007. This decrease was due primarily to $288,873
in outside services related to drilling expenditures incurred at Coyote Springs during the third quarter 2007, $327,184
in legal, accounting and consulting fees incurred by us during the third quarter 2007 in relation to the registration of
the special warrants and a decrease in labor costs of $226,217 resulting primarily from bonuses earned and options
issued as a result of the completion of the financings in September 2007.

Our general and administrative expenses decreased to $3,049,752 for the nine months ended September 30, 2008,
compared to $3,997,919 for the nine months ended September 30, 2007. This decrease was due primarily to $626,169
in outside services related to drilling expenditures incurred at Coyote Springs during the first half of 2007. This
decrease was partially offset by a $194,326 increase related to the registration and listing of our common stock on the
Toronto Stock Exchange in January 2008.
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Depreciation, Depletion and Amortization

Our depreciation, depletion and amortization expense increased by $44,026 for the three months ended September 30,
2008 and by $150,218 for the nine months ended September 30, 2008, as compared to the comparable three and nine
month periods of the prior year. The increase was primarily due to the increase in depreciation expense related to the
commencement of copper production of $49,235 and $149,495 for the three month and nine month periods ended
September 30, 2008, respectively, and the amortization of development costs of $28,563 and $76,168 for the three
month and nine month periods ended September 30, 2008, respectively.

Interest Expense

Interest expense is attributable to interest, amortization of debt issuance cost and accretion of warrants issued in
conjunction with the loans that we have obtained to fund our operating expenses and capital investments. Interest
expense associated with the Nedbank credit facility has been capitalized and is included in construction in progress.

Interest expense increased by $69,404 for the three months ended September 30, 2008 and decreased by $137,003 for
the nine months ended September 30, 2008. The increase during the three month period ended September 30, 2008 is
primarily due to the amortization of debt issuance costs of $59,943 related to securing the $25 million Nedbank Credit
Facility. The decrease for the nine months ended September 30, 2008 is due to interest and the amortization of debt
issuance costs related to our $5,000,000 secured bridge loan from Nedbank and an outstanding $600,000 revolving
line of credit from related parties, respectively, which were repaid on June 7, 2007 from the proceeds of the special
warrant financing. This decrease was offset in part by the amortization of debt issuance costs of $179,829 related to
securing the $25 million Nedbank Credit Facility and by a non-cash interest expense of $125,137 resulting from our
Company electing to extend the exercise period on 818,590 warrants held by Nedbank by six months.

Legal Settlement

In March, 2007, we entered into a settlement agreement with Platinum Diversified Mining, Inc. and its subsidiaries
(collectively, the PDM Parties ) in connection with the agreement and plan of merger between our Company and the
PDM Parties dated October 23, 2006. The settlement agreement sets forth the terms and conditions of the settlement
of the dispute and disagreements arising between us and the PDM Parties from the failure of the Merger to close. The
PDM Parties paid our Company $2,350,000 and $3,617,166 during the three months and nine months ended
September 30, 2007, respectively.

Miscellaneous Income

Miscellaneous income decreased by $107,333 for the three months ended September 30, 2008 as compared to the
three months ended September, 2007. This decrease was due primarily to an $114,683 decrease in royalty income
earned from the sale of waste rock and an $116,391 decrease in interest income.

Miscellaneous income decreased by $41,756 for the nine months ended September 30, 2008 as compared to the nine
months ended September, 2007. This decrease was due primarily to a $76,639 decrease in royalty income earned from

the sale of waste rock and an $89,458 decrease in interest income.
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The decrease in miscellaneous income in the three and nine months ended September 30, 2008 was offset in part by
$127,558 in unrealized gains that were reclassified from accumulated other comprehensive income due to the
determination that the underlying cash flow hedges were no longer effective as the notional amount of our hedges no
longer match our forecasted production of copper in the first quarter of 2009.

Net Income (Loss)

We experienced a net loss of $2,173,359 for the nine months ended September 30, 2008 as compared to a net loss of
$475,303 for the nine months ended September 30, 2007. The increase in net loss between these periods is primarily
related to:

® The $3,617,166 gain during the nine month period ended September 30, 2007 from the PDM settlement
agreement, as discussed above.

The increase in net loss was partially offset by the following:

e Gross margins earned from the sale of copper cathode from residual leaching operations which began on
February, 1, 2008; and
® A decrease in general and administrative costs, as discussed above.

We experienced a net loss of $1,608,328 for the three months ended September 30, 2008 as compared to a net income
of $1,040,684 for the three months ended September 30, 2007. The decrease in net income between these periods is
primarily related to:

 The $2,350,000 gain during the three month period ended September 30, 2007 from the PDM settlement
agreement

Loss from operations is due in part to the increase in the cost and application rate of sulfuric acid, onetime charges to
increase operating efficiencies and the non-cash write-down of inventory to net realizable value. The increase in net
loss was partially offset by the following:

® A decrease in general and administrative costs, as discussed above.
Liquidity and Financial Resources
Our Company s continuation as a going concern is dependent upon our ability to generate sufficient cash flow to meet
our obligations on a timely basis to complete the reactivation of the Johnson Camp Mine, to produce copper at a level
where we can become profitable, to pay off existing debt and provide sufficient funds for general corporate purposes,
all of which is uncertain. Our condensed consolidated financial statements contain additional note disclosures to this
effect, and the condensed consolidated financial statements do not include any adjustments that might result from the
outcome of this uncertainty.

Cash and Working Capital

The following table sets forth our cash and working capital as of September 30, 2008 and 2007:
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As of As of
September 30, September 30,
2008 2007
Cash and cash equivalents $ 5,488,973(L§ 9,763,893
Working capital surplus (deficiency)  $ (4,657,680)$ 7,534,0253

(1) Excludes $686,476 in restricted marketable securities being held in conjunction with two letters of credit.

(2) Includes $2,395,597 in current portion of long-term debt, capital lease obligations and accrued interest and
$2,089,080 in current portion of derivative contracts.

(3) Includes $58,301 in current portion of long-term debt.
Cash Flows from Operating Activities

Our cash flows from operating activities during the nine months ended September 30, 2008 and 2007 were ($870,345)
and ($1,221,863), respectively. We commenced copper cathode production from leaching existing old dumps in
January 2008 and completed the first copper cathode sale from these operations in February 2008. Commercial
production from existing heaps is defined by our Company as either operating at a minimum of 75% of the designed
capacity of our processing facilities at the Johnson Camp Mine, or generating positive cash flows from mine
operations for a period of seven days. Commercial production from residual leaching was achieved effective February
1, 2008. Operating costs incurred prior to achieving commercial production, net of related revenues, are capitalized as
mine development. Our Company generated $1,025,614 in gross margin excluding depreciation, depletion and
amortization during the nine months ended September 30, 2008.

We had no revenues or gross margin during the nine months ended September 30, 2007, as the Johnson Camp Mine
was on a care and maintenance program during that period. Cash flows from operating activities for the nine months
ended September 30, 2007 included a decrease in accounts payable and accrued liabilities of $2,364,404 primarily for
the payment of obligations that became due upon the completion of our special warrant financing and $3,617,666 in
net proceeds from our settlement with Platinum Diversified Mining.

The change in working capital between December 31, 2007 and September 30, 2008 was ($5,368,594) and the change
in working capital between December 31, 2006 and September 30, 2007 was $16,514,929. The decrease in working
capital during the nine month period ended September, 2008 was due primarily to the inclusion of $2,089,080 and
$2,666,666 in current maturities of the derivative contracts and long-term debt, respectively, and financing of the
construction related to the reactivation of Johnson Camp and the financing of inventory related to commencement of
copper production and copper cathode sales. The increase in working capital during the nine month period ended
September 30, 2007 was due primarily the proceeds from the issuance of special warrants financing and the payment
of obligations that became due upon the completion of the financing.

Cash Flows from Investing Activities

Our cash flows from investing activities during the nine months ended September 30, 2008 were ($9,597,958), which
primarily reflects capital expenditures of $12,597,958 (net of construction in progress financed by accounts payable in
the amount of $2,900,309 and capitalized interest of $565,617) related to the reactivation of Johnson Camp during this
time period, and $572,765 (net of $209,907 of copper produced during the period) in pre-commercial production costs
incurred prior to the commencement of commercial production on February 1, 2008. The cash flows used for
investing
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activities was offset in part by the release of $3,000,000 previously restricted funds which were required to be
maintained under the Nedbank Credit Agreement. Under the Credit Agreement, the Company will be required to
maintain a reserve balance only when cash flows from operations are enough to fund this balance.

Our cash flows from investing activities during the nine months ended September 30, 2007 were ($5,333,442), which
reflects capital expenditures of $4,645,241 related to the reactivation of Johnson Camp during this time period and the
increase in restricted funds resulting from the purchase of two certificates of deposit totaling $686,476 which are held
as collateral on two letters of credit for various purposes, including environmental reclamation and other general
corporate purposes.

Cash Flows from Financing Activities

Our cash flows from financing activities during the nine months ended September, 2008 was $12,588,366 compared
to $15,311,363 for the same period in 2007.

During the nine months ended September 30, 2008, we drew down $12,000,000 from our $25,000,000 secured term
loan credit facility our Nedbank. Proceeds from the loan were used to purchase supplies and equipment associated
with the reactivation of the Johnson Camp Mine. As of September 30, 2008, our Company had $8,000,000 remaining
undrawn under the facility. Interest on the term loan credit facility in the amount of $565,617 is being accrued and
will be added to the principle balance of the credit facility when the Company begins to make payments in March,
2009. In addition, during the first half of 2008, we entered into a lease agreement for the purchase of equipment
valued at $79,310, which has been accounted for as a non-cash transaction for purposes of the condensed consolidated
statement of cash flows, and made principal payments this and other capitalized lease of $23,634.

Between April and September, 2008, warrant holders exercised 1,980,000 warrants with exercise prices ranging
between $.25 and $.50 into 1,980,000 shares of the Company s common stock resulting in proceeds to the Company of
$562,000. In addition, one option holder exercised 250,000 options with an exercise price of $.20 into 250,000 shares
of the Company s common stock resulting in proceeds to the Company of $50,000.

In February 2007, we received a $100,000 loan from Auramet which was added to the then-outstanding principal
under our $5,000,000 secured bridge loan facility with Nedbank, and we incurred $75,000 in debt issuance costs
associated with the extensions of the Nedbank bridge loan, resulting in $25,000 in proceeds to our Company.

In September 2007, we completed the special warrant offering for gross proceeds of $23,000,025 of which $1,665,657
was used to pay the direct offering expenses incurred as a result of the special warrant financing. We then used
$5,668,313 of those proceeds to repay our debt which consisted of the Nedbank bridge loan, the revolving credit
facility, the convertible notes and an equipment loan. In December 2007, the special warrants were converted for no
additional consideration into the underlying shares of common stock and warrants. A total of 15,333,350 warrants
were issued upon conversion of the special warrants. Each warrant entitles the holder to purchase one share of
common stock until September 5, 2012 at a price of $1.10 per share. The warrants are governed by the terms of a
warrant indenture between our Company and Computershare Trust Company of Canada, as the warrant agent.
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In connection with the special warrants offering our Company entered into an agency agreement whereby we paid a
cash commission of 6% of the gross proceeds realized from the sale of the special warrants to the agents and issued
1,840,002 stock options to the agents entitling them to acquire one share of common stock of our Company at any
time within the subsequent 24 month period at an exercise price of $0.75. For financial reporting purposes, the stock
options have been valued at $513,436.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statements and accompanying notes have been prepared in accordance with U.S.
generally accepted accounting principles applied on a consistent basis. The preparation of financial statements in
conformity with U.S. generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting periods.

We regularly evaluate the accounting policies and estimates that we use to prepare our consolidated financial
statements. In general, management s estimates are based on historical experience, on information from third party
professionals, and on various other assumptions that are believed to be reasonable under the facts and circumstances.
Actual results could differ from those estimates made by management.

We believe that our critical accounting policies and estimates include the accounting for marketable securities and
long-lived assets, valuation of stock options and warrants, income taxes, reclamation costs, and accounting for legal
contingencies.

Marketable Securities

Marketable securities at September 30, 2008, consisted of certificates of deposit which are considered
held-to-maturity securities and are stated at amortized cost on the condensed consolidated balance sheet.

All marketable securities are defined as held-to-maturity securities, trading securities, or available-for-sale securities
under SFAS No. 115. Management determines the appropriate classification of its investments in marketable debt and
equity securities at the time of each purchase and re-evaluates such determination at each balance sheet date.
Securities that are bought with the intent and ability to be held to maturity are classified as held-to-maturity securities.
Held-to-maturity securities are carried at amortized cost on the consolidated balance sheet until sold.

Securities that are bought and held principally for the purpose of selling them in the near term are classified as trading
securities and unrealized gains and losses are included in earnings. Debt securities, for which our Company does not
have the intent or ability to hold to maturity, and equity securities, are classified as available-for-sale.
Available-for-sale securities are carried at fair value, with unrealized gains and losses, net of tax, reported as a
separate component of stockholders equity. The cost of investments sold is determined on the specific identification or
the first-in, first-out method.

Long-Lived Assets
Our Company reviews and evaluates its long-lived assets for impairment when events or changes in circumstances
indicate that the related carrying amounts may not be recoverable. An impairment loss is measured as the amount by

which the asset carrying value exceeds its fair value. Fair value is generally
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determined using valuation techniques such as estimated future cash flows. An impairment is considered to exist if
total estimated future cash flows on an undiscounted basis are less than the carrying amount of the asset. An
impairment loss is measured and recorded based on discounted estimated future cash flows.

Future cash flows for the Johnson Camp Mine include estimates of recoverable pounds of copper, copper prices
(considering current and historical prices, price trends and related factors), production rates and costs, capital and
reclamation costs as appropriate, all based upon detailed life-of-mine engineering plans and feasibility studies.
Assumptions underlying future cash flow estimates are subject to risks and uncertainties.

No impairment losses were recorded during the year ended December 31, 2007 and the three and nine month periods
ended September 30, 2008.

Valuation of Stock Options and Warrants

From time to time our Company issues stock options and warrants. We use the Black-Scholes option pricing model to
estimate the fair value of stock options granted. When determining the fair value of stock options, the expected
forfeiture rate is based on historical employee rates. The expected term of the options granted to employees is
estimated using the formula set forth in SEC Staff Accounting Bulletin ( SAB ) No. 107. The risk-free interest rate is
based on the U.S. Treasury yield curve in effect at the date of grant and, in connection with the adoption by the
Financial Accounting Standards Board ( FASB ) of Statement of Financial Accounting Standards ( SFAS ) No. 123(R),

Share-Based Payment, the expected volatility is based on the weighted historical volatility of our Company s common
stock and that of our Company s peer group.

Income Taxes

Our Company uses the asset and liability method to account for income taxes under SFAS No. 109, Accounting for
Income Taxes . Under the asset and liability method, deferred tax assets and liabilities are recognized for the estimated
future tax effects of temporary differences between the tax basis of assets and liabilities and amounts reported in the
financial statements. Under SFAS No. 109, we do not meet the more likely than not criteria to recognize deferred tax
assets related to our Company s net operating loss carry forward because it is unlikely that sufficient taxable income
will be generated to realize the benefit of these deferred tax assets over time until we have established a reasonable
history of net profits, which in some circumstances has been interpreted as requiring at least two consecutive years of
net profits. Accordingly, we have recorded a deferred tax valuation allowance in 2008 and prior years to offset the
entire deferred tax asset arising from our net operating loss carry forward.

Valuation allowances are established when necessary to reduce deferred tax assets to the amount expected to be
realized, based upon criteria that include a recent history of demonstrated profits. We will continue to review this
valuation allowance and make adjustments as appropriate.

Income tax expense consists of the tax payable or refundable for the current period and the change during the period in
net deferred tax assets and liabilities. A change of over 50% of our equity ownership will result in a change in
ownership as defined in the Internal Revenue Code and related regulations, and will have the effect of limiting the
availability of the tax loss carry forward.
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Reclamation Costs

SFAS No. 143, Accounting for Asset Retirement Obligations, establishes a uniform methodology for accounting for
estimated reclamation and abandonment costs. This statement was adopted January 1, 2003, when we recorded the
estimated present value of reclamation liabilities and adjusted the carrying amount of the related asset. Reclamation
costs are allocated to expense over the life of the related assets and are adjusted for changes resulting from the passage

of time and revisions to either the timing or amount of the original present value estimate.

We have estimated our asset retirement obligations using an expected cash flow approach, in which multiple cash
flow scenarios were used to reflect a range of possible outcomes. We estimated the aggregate undiscounted obligation
to be approximately $400,000 for the Johnson Camp Mine. To calculate the fair value of this obligation, the projected
cash flows were discounted at our Company s estimated credit-adjusted, risk free interest rate of 10%. The majority of
cash expenditures for reclamation and closure activities are expected to occur at the conclusion of production,
currently anticipated to be in 2018  2019. Our Company will recognize an increase to the asset retirement obligation
concurrent with the impact from mining activity when it resumes in early spring 2009. At September 30, 2008 the
recorded value of accrued reclamation costs was $140,978.

Litigation

Other than as described below under the heading Legal Proceedings, we know of no material, existing or pending
legal proceedings against our Company, nor are we involved as a plaintiff in any material proceeding or pending
litigation. However, our Company may from time to time be subject to various claims and legal proceedings arising in
the ordinary course of business. If any adverse decisions or settlements occur, they may have a material adverse effect
on our financial position, or results of operations. Litigation is inherently uncertain and we can make no assurance as

to the ultimate outcome or effect.

Recently Issued Accounting Guidance

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements . SFAS No. 157 defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles and expands disclosures
about fair value measurements. This Statement does not require any new fair value measurements. SFAS No. 157 is
effective for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods
within those fiscal years. However, in February 2008, FASB Staff Position ( FSP ) 157-2, Effective Date of FASB
Statement 157 was issued. FSP 157-2 applies to nonfinancial assets and nonfinancial liabilities, except for items that
are recognized or disclosed at fair value in an entity s financial statements on a recurring basis (at least annually).
Accordingly, this FSP defers the effective date of SFAS No. 157 to fiscal years beginning after November 15, 2008,
and interim periods within those fiscal years for items within the scope of the FSP. We plan to adopt this standard
beginning January 2009, and we do not anticipate it will have a material impact on our consolidated financial
statements.

In December 2007, the SEC issued SAB No. 110 which confirms that the use of a simplified method, as discussed in
SAB No. 107, to estimate the expected term of plain vanilla share options in accordance with FASB No. 123 would be
acceptable beyond December 31, 2007. We adopted this standard
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beginning January 2008, which had no material impact on our Company s consolidated financial statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements
an amendment of ARB No. 51. SFAS No. 160 requires that ownership interests in subsidiaries held by parties other
that the parent be clearly identified labeled and presented in the consolidated statement of financial position within
equity, but separate from the parent equity. It also requires that the amount of consolidated net income attributable to
the parent and to the noncontrolling interest be clearly identified and presented on the face of the consolidated
statement of income. This statement also establishes a single method of accounting for changes in a parent s ownership
interest in a subsidiary that do not result in deconsolidation. The statement requires that a parent recognize a gain or
loss in net income when a subsidiary is deconsolidated and that disclosures be expanded in the consolidated financial
statements that clearly identify and distinguish between the interests of the parent s owners and the interests of the
noncontrolling owners of a subsidiary. SFAS No. 160 is effective for fiscal years, and interim periods within those
fiscal years, beginning on or after December 15, 2008. We plan to adopt this standard beginning January 2009; at this
time, it is uncertain if doing so will have a material impact on our Company s consolidated financial statements.

In December 2007, the FASB issued SFAS No. 141 (Revised 2007), Business Combinations. SFAS 141 (Revised
2007) establishes principles and requirements for how an acquirer: (1) recognizes and measures in its financial
statements the identifiable assets acquired, the liabilities assumed and any noncontrolling interest in the acquired
entity; (2) recognizes and measures the goodwill acquired in the business combination or a gain from a bargain
purchase; and (3) determines what information to disclose to enable users of the financial statements to evaluate the
nature and financial effects of the business combination. SFAS No. 141 (Revised) applies prospectively to business
combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning
on or after December 15, 2008. We plan to adopt this standard beginning January 2009; at this time, it is uncertain if
doing so will have a material impact on our Company s consolidated financial statements.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities.
SFAS No. 161, establishes, among other things, the disclosure requirements for derivative instruments and for
hedging activities. This objective of this statement is to enhance the understanding of: (1) how and why an entity uses
derivative instruments; (2) how derivative instruments and related hedged items are accounted for under Statement
133 and its related interpretations; and (3) how derivative instruments and related hedged items affect an entity s
financial position, financial performance and cash flows. SFAS No. 161 requires qualitative disclosures about
objectives and strategies for using derivatives, quantitative disclosures about fair value amounts of gains and losses on
derivative instruments, and disclosures about credit-risk-related contingent features in derivative agreements. SFAS
No. 161 is effective for financial statements issued for fiscal years and interim periods beginning after November 15,
2008. We plan to adopt this standard beginning January 2009; at this time, it is uncertain if doing so will have a
material impact on our Company s consolidated financial statements.

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles. SFAS
No. 162 identifies the sources of accounting principles and the framework for selecting the principles to be used in the
preparation of financial statements for nongovernmental entities that are present in conformity with generally accepted
accounting principles (GAAP) in the United States. SFAS No. 162 is effective 60 days following the SEC s approval
of the Public Company Accounting Oversight Board amendments to AU Section 411, The Meaning of Present Fairly

in Conformity With
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Generally Accepted Accounting Principles. The Company plans to adopt this standard when it become effective,
however, the Company does not believe it will have a material impact on the Company s consolidated financial
statements.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements.

Item 3. Quantitative and Qualitative Disclosures about Market Risk
Not applicable.
Item 4. Controls and Procedures

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information
required to be disclosed by our Company is recorded, processed, summarized and reported, within the time periods
specified in the rules and forms of the SEC. Our President and Chief Executive Officer, John Perry, and our Chief
Financial Officer, Wayne Morrison, are responsible for establishing and maintaining disclosure controls and
procedures for our Company.

Our management has evaluated the effectiveness of our disclosure controls and procedures as of September 30, 2008
(under the supervision and with the participation of the Chief Executive Officer and the Chief Financial Officer),
pursuant to Rule 13a-15(b) promulgated under the Securities Exchange Act of 1934, as amended. As part of such
evaluation, management considered the matters discussed below relating to internal control over financial reporting.
Based on this evaluation, our Company s Chief Executive Officer and Chief Financial Officer have concluded that our
Company s disclosure controls and procedures were effective as of September 30, 2008.

Changes in Internal Control over Financial Reporting

The term internal control over financial reporting is defined as a process designed by, or under the supervision of, the
registrant s principal executive and principal financial officers, or persons performing similar functions, and effected
by the registrant s board of directors, management and other personnel, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles and includes those policies and procedures that:

e pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and
dispositions of the assets of the registrant;

e provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of
the registrant are being made only in accordance with authorizations of management and directors of the
registrant; and

e provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the registrant s assets that could have a material effect on the financial statements.
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A material weakness is defined in Public Company Accounting Oversight Board Auditing Standard No. 2 as a
significant deficiency, or a combination of significant deficiencies, in internal control over financial reporting that
results in there being more than a remote likelihood that a material misstatement of the annual or interim financial
statements will not be prevented or detected.

There have not been any changes in our internal control over financial reporting that occurred during our fiscal quarter
ended September 30, 2008 that have materially affected, or are likely to materially affect, our internal control over
financial reporting.

PARTII OTHER INFORMATION
RISK FACTORS

Much of the information included in this quarterly report includes or is based upon estimates, projections or other

forward-looking statements . Such forward-looking statements include any projections or estimates made by us and our
management in connection with our business operations. While these forward-looking statements, and any
assumptions upon which they are based, are made in good faith and reflect our current judgement regarding the
direction of our business, actual results will almost always vary, sometimes materially, from any estimates,
predictions, projections, assumptions, or other future performance suggested herein. We undertake no obligation to
update forward-looking statements to reflect events or circumstances occurring after the date of such statements.

Such estimates, projections or other forward-looking statements involve various risks and uncertainties as outlined
below. We caution readers of this quarterly report that important factors in some cases have affected and, in the future,
could materially affect actual results and cause actual results to differ materially from the results expressed in any such
estimates, projections or other forward-looking statements . In evaluating us, our business and any investment in our
business, readers should carefully consider the following factors.

Risks Related to Our Company

We have a history of losses, and our future profitability will depend on the successful reactivation and operation of
the Johnson Camp Mine, which cannot be assured.

We have a history of losses, and expect to incur losses in the future until we have reached full mining operations at the
Johnson Camp Mine.

We have a history of losses and expect to incur losses in the future. We had no revenues and net losses of $2,512,181
for the year ended December 31, 2007, and additional net losses of $2,173,359 during the nine months ended
September 30, 2008. As of September 30, 2008, we had a working capital deficiency of $4,657,680 (including
$2,282,474 representing the current portions of our long-term debt and capitalized leases and $2,089,080 representing
the current portion of the derivative cash flow hedge contracts).

We have commenced work on reactivating the Johnson Camp Mine, and we are dependent upon the success of the
Johnson Camp Mine as a source of future revenue and profits, if any. While we have commenced the production of
copper from residual leaching, we cannot provide any assurance that we will successfully commence mining
operations on the Johnson Camp property.
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Even if we should be successful in achieving production, an interruption in operations of the Johnson Camp Mine may
have a material adverse effect on our business.

The reactivation of the Johnson Camp Mine requires the commitment of substantial resources, and involves
various concentrated activities that must be advanced concurrently. Any delay in the restart process may cause an
increase in costs for us and could have a material adverse effect on our financial condition or results of operations.

The reactivation of the Johnson Camp Mine and the development of new mining operations on the Johnson Camp
property require the commitment of substantial resources for operating expenses and capital expenditures. We expect
to incur approximately $34,000,000 (formerly estimated at $29,000,000) in initial capital costs within the first two
years of start up of the mine, and an additional $3,000,000 in capital costs in two years following the commencement
of mining. Our estimated expenses may increase in subsequent years as consultants, personnel and equipment
associated with advancing exploration, development and commercial production are added. The amounts and timing
of expenditures will depend in part on the progress of ongoing exploration and development, the results of consultants
analysis and recommendations, the rate at which operating losses are incurred, the execution of any joint venture
agreements or similar arrangements with strategic partners, our acquisition of additional properties, and other factors,
many of which are beyond our control.

There are numerous activities that need to be completed to facilitate reactivation of the Johnson Camp Mine,
including, without limitation, optimizing the mine plan, negotiating contracts for the supply of power, for equipment,
for earthwork, for construction, for installation, handling and any other infrastructure and other issues. At the same
time, we must recruit and train personnel, and hire and mobilize a mining contractor who will purchase all of the
required large scale mining equipment which we do not already own. There is no certainty that we will be able to
retain appropriate personnel or a suitable mining contractor on a timely basis, if at all, or that we will be able to
negotiate supply agreements on terms acceptable to us.

Most of these activities require significant lead times and must be advanced concurrently. We will be required to
manage all of these matters using our existing resources while, at the same time, expanding our permanent staff and
using outside consultants to assist in these matters. Because all of these matters must be completed before any
production begins, a failure or delay in the completion of any one of these matters may delay production, possibly
indefinitely, at the Johnson Camp Mine. Any delay in the restart process may cause an increase in costs for us and
could have a material adverse effect on our financial condition or results of operations.

Unforeseen conditions may affect our mining and processing efficiency, and we may not be able to execute the
leaching operation as planned if we do not maintain proper control of ore grade.

The parameters used in estimating mining and processing efficiency are typically based on testing and experience with
previous operations. Various unforeseen conditions can occur that may materially affect the estimates. In particular,
unless proper care is taken to ensure that proper ore grade control is employed and that other necessary steps are
taken, we may not be able to achieve production forecasts as planned. In addition, our projected production is based
on anticipated copper recoveries at the Johnson Camp Mine that are in excess of historical experience, which may
result in an overestimation of our mining and processing efficiency if our actual production does not meet our
projected production.
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We may never achieve our production estimates since they are dependent on a number of assumptions and factors
beyond our control.

We have prepared estimates of future copper production. We cannot be certain that we will ever achieve our
production estimates. Our production estimates depend on, among other things: the accuracy of our reserve estimates;
the accuracy of assumptions regarding ore grades and recovery rates; ground conditions and physical characteristics of
the mineralization, such as hardness and the presence or absence of particular metallurgical characteristics; the
accuracy of estimated rates and costs of mining and processing; and our ability to obtain all necessary permits to
proceed with the reactivation of the Johnson Camp property. We plan on continuing to process the copper
mineralization using SX-EW technology. These techniques may not be as efficient or economical as we project. Our
actual production may vary from our estimates if any of these assumptions prove to be incorrect and we may never
achieve profitability.

A major increase in our input costs, such as those related to acid, electricity, fuel and supplies, may have an
adverse effect on our financial condition.

Our operations are affected by the cost of commodities and goods such as electrical power, sulfuric acid, fuel and
supplies, and the technical report prepared by Bikerman Engineering & Technology Associates, Inc. includes an
economic analysis of the Johnson Camp Mine based on the mine plan, plan, capital and operating cost estimates
current as of the second quarter of 2007. Management prepares its cost and production guidance and other forecasts
based on its review of current and estimated future costs. A major increase in any of these costs may have an adverse
impact on our financial condition. For example, during the past several months, SX-EW projects in the southwestern
United States have experienced significant price increases for sulfuric acid. According to published industry
information the price of sulfuric acid, South US spot price, increased from $120 per ton to $280 per ton between
December 2007 and September 2008. At our planned full production rate of cathode of 25,000,000 pounds of copper
per year, each $50 per ton increase in sulfuric acid prices is anticipated to result in an increase in the projected cost of
cathode at Johnson Camp of approximately $0.07 per pound over the production cost estimates contained in the
technical report prepared by Bikerman Engineering & Technology Associates, Inc.

Similarly, we expect that energy, including electricity and diesel fuel, will represent significant portion of production
costs at our operations. Because energy is a significant portion of our production costs, we could be negatively
affected by future increases in energy costs.

Shortages of sulfuric acid, electricity and fuel, may have an adverse effect on our financial condition.

Sulfuric acid supply for SX-EW projects in the southwestern U.S. is produced primarily as a smelter byproduct at
smelters in the southwest U.S. and in Mexico. During the past several months, SX-EW projects in the southwestern
United States have experienced significant shortages of sulfuric acid. We have an agreement in place for a broker of
acid to supply us with sulfuric acid through the end of 2009. Therefore, we do not anticipate any sulfuric acid supply
interruptions in the near future, although we continue to remain subject to market fluctuations in the price and supply
of sulfuric acid.

Because our existing and planned operations will be highly dependent on the availability of electricity and diesel fuel,
we could be negatively affected by future shortages of these commodities.
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Our operations at the Johnson Camp Mine are dependent on certain equipment that may not be available.

We intend to use equipment we already own for operations at the Johnson Camp Mine. However, our mine plan calls
for the acquisition or installation of certain additional equipment, including the installation of two secondary stage
crushers and an overland conveyor system, and the purchase and installation of certain equipment needed to
rehabilitate and upgrade the existing SX-EW plant at the Johnson Camp Mine. There can be no assurance that the cost
of installing such equipment at the Johnson Camp Mine will not be higher than anticipated by us, or that the
equipment will arrive in good working condition.

Our estimates of reserves are inherently subject to error, particularly since we have no recent operating history on
which to base such estimates. Our actual results may differ due to unforeseen events and uncontrollable factors
that can have significant adverse impacts.

The Johnson Camp Mine has no recent operating history upon which to base estimates of proven and probable ore
reserves and estimates of future cash operating costs. Estimates are, to a large extent, based upon the interpretation of
geological data obtained from drill holes and other sampling techniques performed by third parties, the methodologies
and results of which we have assumed are reasonable and accurate, which results form the basis for, and constitute a
fundamental variable in, the feasibility study and technical report completed by Bikerman Engineering & Technology
Associates, Inc. Bikerman Engineering & Technology Associates derived its estimates of cash operating costs at the
Johnson Camp Mine from information provided by our Company and certain other information, including anticipated
tonnage and grades of ore to be mined and processed, the configuration of the ore body, expected recovery rates of the
mineral from the ore, comparable facility and equipment operating costs current as of the second quarter of 2007,
anticipated climatic conditions and other factors.

As a result, actual cash operating costs and economic returns based upon development of proven and probable ore
reserves may differ significantly from those originally estimated. Until reserves are actually mined and processed, the
quantity of reserves must be considered as estimates only.

Our estimates of reserves are based in large part on sampling data produced by third parties and on amounts of
metallurgical testing that are less extensive than normal. In addition, our expected copper recovery rates at the
Johnson Camp Mine significantly exceed historical experience at the property. There is no assurance that we will
be able to meet these expectations and projections at an operational level.

Our expectations with respect to copper recovery rates significantly exceed historical experience at the Johnson Camp
Mine since we plan to crush the ore to a smaller size with the view to increasing leaching efficiency. In addition, our
projections of copper recovery are based on amounts of metallurgical testing that are less extensive than are
commonly used in the industry for evaluating copper oxide deposits. Furthermore, our estimates of ore reserves reflect
consumption projections for sulfuric acid and other consumable items that were developed using a limited number of
samples taken by the former operators of the mine on the Johnson Camp property that may not be representative of the
characteristics of the copper deposits. There is no assurance that we will be able to meet these expectations and
projections at an operational level.
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Copper recovery rates for approximately 15% of our estimated total reserves may be less than optimal due to the
presence of copper sulfide mineralization below the elevation of 4,560 feet.

Copper sulfide minerals are not as amenable to heap leach recovery techniques as are copper oxides. Since copper
sulfide mineralization is evident below an elevation of 4,560 feet in both the Burro and Copper Chief pits of the
Johnson Camp Mine, we caution that copper recovery rates for ore anticipated to be mined below that elevation
(approximately 15% of estimated total ore reserves) may be inhibited. In addition, although the column test on the
sample of Abrigo ore (a type of copper bearing host rock at the Johnson Camp Mine) taken from an elevation of 4,620
feet that contained 4.49% sulfides exhibiting good copper recoveries, the leaching of copper from ore mined at this
depth may be less than optimal.

We have evaluated the commercial viability of the Johnson Camp Mine based on an estimate of ore reserves that is
premised on a geologic resource model and estimate previously prepared that was based largely on drilling,
sampling and assay data that had been developed by Cyprus Mines Corporation, Arimetco Inc. and Summo U.S.A.
Corporation, the accuracy of which cannot be assured.

We have evaluated the commercial viability of the Johnson Camp Mine based on an estimate of ore reserves
contained in the feasibility study. The resource model and estimate previously prepared and used as the basis for the
feasibility study is based largely on drilling, sampling and assay data that had been developed by the previous
operators of the Johnson Camp Mine, Cyprus and Arimetco, and by Summo. The validity of the estimates assumes the
accuracy of the underlying drill hole electronic database.

We and Bikerman Engineering & Technology Associates have conducted limited additional due diligence, such as
reviews of historical project geological drill logs and assay certificates that have recently been located, but no
additional drilling. Complete accuracy of the drill hole electronic database cannot be assured.

Cyprus, Arimetco and Summo used different approaches to drilling, sampling and assay analysis, with the result
that their respective results may not be comparable and thereby increase the risk of an overestimation of ore
reserves.

Cyprus Mines Corporation (which owned the Johnson Camp property until 1989, operating under the name Cyprus
Johnson Copper Company), Arimetco and Summo used different approaches to drilling, sampling and assay analysis
that may not be comparable to each other. In particular, the soluble copper assay techniques used by Arimetco for ore
grade estimation are not directly comparable to the soluble copper assay techniques used by Cyprus. The use of two
incomparable approaches by Cyprus and Arimetco may have led to inconsistencies in or the skewing of the data
underlying our estimates, thereby increasing the risk of an overestimation of ore reserves at the Johnson Camp Mine,
as well as increasing the risk of a material inaccuracy in the feasibility study.
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Limited sampling work has been performed at the Johnson Camp Mine, and Bikerman Engineering & Technology
Associates concluded that it is therefore not possible at this time to verify the entire drill hole electronic database
used for the current resource model and ore reserve estimates. Bikerman Engineering & Technology Associates
has largely assumed the reasonableness and accuracy of the drilling, sampling and assay methodologies and data
which constitute a fundamental variable input in the feasibility study.

Bikerman Engineering & Technology Associates reviewed the results of limited sampling work undertaken at the
Johnson Camp Mine in 2006 by another engineering company. Bikerman Engineering & Technology Associates has
concluded that it is not possible for it to verify the entire original drill hole electronic database used for the current
mineral resource model and ore reserve estimates. Consequently, Bikerman Engineering & Technology Associates
and we have largely assumed the reasonableness and accuracy of the drilling, sampling and assay methodologies and
data. Accordingly, there is a risk that results may vary if additional sampling work were undertaken. This, in turn,
could adversely impact the current mineral resource model and ore reserve estimates, as well as increase the risk of a
material inaccuracy in the feasibility study.

Our estimate of ore reserves at the Johnson Camp Mine is based on total copper assays rather than on soluble
copper assays and our expectations with respect to copper recovery are based on results of metallurgical testing
that may not be duplicated in larger scale tests under onsite conditions or during production. As a result, there is a
risk that we may have over-estimated the amount of recoverable copper.

Our estimate of ore reserves at the Johnson Camp Mine is based on total copper assays rather than soluble copper
assays. A reserve estimate based on total copper is an indirect measurement of the amount of copper that is
metallurgically available for recovery. There can be no assurance that metallurgical recoveries in small scale
laboratory tests will be duplicated in larger scale tests under onsite conditions or during production. Accordingly,
there is a risk that we may have over-estimated the amount of recoverable copper.

We will require additional permits and renewals of permits to reactivate the Johnson Camp Mine, the availability
of which cannot be assured.

Although we have secured a number of permits for the restart and operation of the Johnson Camp Mine, we still need
to obtain certain additional permits, including a ground water protection permit and an aquifer protection permit. In
addition, certain permits will require applications for renewal from time to time during the life of the project and
certain permits may be suspended or require additional applications in the event of a significant or substantial change
to the Johnson Camp Mine operations or prolonged inactivity. To the extent other approvals are required and not
obtained, we may: (i) be prohibited from commencing or continuing mining and or processing operations; (ii) forced
to reduce the scale of or all of our mining operations; or (iii) be prohibited or restricted from proceeding with planned
exploration or development of mineral properties. For example, we are currently producing copper from our residual
leaching operations under an ADEQ Compliance Order. However, we anticipate that we will be required to
immediately halt all of our operations at the Johnson Camp Mine if our application for a groundwater protection
permit or our application for an aquifer protection permit is denied.
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We will incur substantial debt and have granted a security interest in our assets. If we are unable to repay our
loans when they become due, the lenders would be entitled to realize upon their security by taking control of all or
a portion of our assets.

We are a party to an Amended and Restated Credit Agreement dated as of June 30, 2008 with Nedbank Limited, as
the administrative agent and lead arranger, which provides for a $25,000,000 secured term loan credit facility that is
being used by our Company to assist in financing the construction, start-up and operation of mining and metal
operations at the Johnson Camp Mine. The Credit Agreement contemplates a series of term loans to be funded from
time to time by a syndicate of lenders in response to draw-down requests by our Company, with the aggregate amount
of all term loans being $25,000,000. The term loans will be available until the earlier of: (i) the date of termination of
the lender commitments; (ii) the first principal repayment date; and (iii) December 31, 2008, 2008. The loans bear
interest, payable in arrears, at an annual rate equal to the London Interbank Offered Rate (LIBOR) for the interest
period in effect plus a margin of 3.0% (3.5% during the initial reactivation period). If we were to default under the
Credit Agreement, an additional 3.0% interest would be payable in addition to such annual rate and all interest would
be payable on demand. As of September 30, 2008, we had $8,000,000 available under this credit facility.

The Credit Agreement must be repaid in 15 equal quarterly installments beginning March 31, 2009 subject to certain
prepayment provisions set forth in the Credit Agreement. We have delivered a deed of trust, a collateral account
agreement and certain other security agreements that grant to the lenders a first priority lien encumbering all of the
real and personal property associated with the Johnson Camp property, including all patented mining claims, fee lands
and unpatented mining claims in which we have an interest. The lenders would be entitled to realize upon their
security interests and seize our assets if we were to be unable to repay or refinance the loans as they become due. In
addition, pursuant to the terms of the Credit Agreement, we are required to meet specified financial tests any time that
any loan proceeds remain outstanding under the Credit Agreement. We are also restricted from incurring exploration
expenses on the Coyote Springs property in excess of $1,500,000, during the period that the term loans are available.

Any failure to comply with the restrictions of the Credit Agreement, or under any other credit facilities or agreements
governing our indebtedness, may result in an event of default. Such default may allow our creditors to accelerate the
related debt. Our assets and cash flow may not be sufficient to fully repay borrowings under our debt instruments that
are accelerated upon an event of default.

If we are unable to repay, refinance or restructure our indebtedness under, or amend the covenants contained in our
Credit Agreement at maturity or in the event of a default, the lenders under our agreement could terminate their
commitments thereunder, cease making further loans, declare all borrowings outstanding (together with accrued
interest and other fees) immediately due and payable and institute foreclosure proceedings against the security. Any
such actions could force us into bankruptcy o