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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 our ability
to restructure our existing secured credit facility, 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 ,
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will , should , expect , plan , intend , anticipate , believe , estimate , predict , potential or continu
terms or other comparable terminology. Actual events or results may differ materially. In evaluating these statements,
you should consider various factors, including the risks outlined in our annual report on Form 10-K for the year ended
December 31, 2010, 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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PARTI 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 June 30, 2011 (unaudited) and December 31, 2010 E-1

Unaudited Condensed Consolidated Statements of Operations for the six months ended June 30. 2011 and E-3
2010

Unaudited Condensed Consolidated Statements of Operations for the three months ended June 30. 2011 and EF-4
2010

Unaudited Condensed Consolidated Statement of Changes in Stockholders Equity (Deficit) for the six E-5
months ended June 30. 2011

Unaudited Condensed Consolidated Statements of Cash Flows for the six months ended June 30, 2011 and E-6
2010

Unaudited Notes to Condensed Consolidated Financial Statements E-8

It is the opinion of management that the interim condensed consolidated financial statements for the three and six
months ended June 30, 2011 and 2010 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. Except where noted, these interim condensed consolidated financial
statements follow the same accounting policies and methods of their application as our Company s audited annual
consolidated financial statements for the year ended December 31, 2010. All adjustments are of a normal recurring
nature. These interim condensed consolidated financial statements should be read in conjunction with our Company s
audited annual consolidated financial statements as of and for the year ended December 31, 2010.
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NORD RESOURCES CORPORATION AND SUBSIDIARY

CONDENSED CONSOLIDATED BALANCE SHEETS

JUNE 30, 2011 AND DECEMBER 31, 2010

ASSETS

Current Assets:
Cash and cash equivalents
Accounts receivable
Inventories
Prepaid expenses and other assets

Total Current Assets

Property and Equipment, at cost:
Property and equipment
Less accumulated depreciation, depletion and amortization

Net Property and Equipment
Other Assets:
Deposits
Restricted marketable securities

Stockpiles and ore on leach pads
Debt issuance costs, net of accumulated amortization

Total Other Assets

Total Assets

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

F-1

$

$

June 30,
2011

(Unaudited)

456,138
234,197
3,592,002
340,840

4,623,177
50,337,580
(5,904,002)
44,433,578
123,093
686,476
8,837,719
541,668

10,188,956

59,245,711

$

$

December 31,

2010

1,120,023
442,403
4,685,599
146,534

6,394,559
51,096,100
(5,639,197)
45,456,903
123,093
686,476
10,228,475
714,653

11,752,697

63,604,159
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NORD RESOURCES CORPORATION AND SUBS

IDIARY

CONDENSED CONSOLIDATED BALANCE SHEETS

JUNE 30, 2011 AND DECEMBER 31, 2010

(Continued)
June 30, December 31,
2011 2010
(Unaudited)
LIABILITIES AND STOCKHOLDERS EQUITY (DEFICIT)
Current Liabilities:
Accounts payable $ 4,433,129 $ 3,915,011
Accrued expenses 567,813 894,389
Accrued interest 3,469,256 1,762,709
Copper derivatives settlement payable 11,560,918 7,660,508
Current maturities of senior long-term debt 17,900,985 14,320,788
Current maturities of derivative contracts, at fair value 4,953,775 8,677,926
Senior long-term debt accelerated due to default 5,356,841 8,937,038
Other current liabilities 53,816 55,856
Total Current Liabilities 48,296,533 46,224,225
Long-Term Liabilities:
Long-term debt 6,194,360 6,495,428
Deferred revenue, less current portion 4,667,930 4,690,940
Accrued reclamation costs 3,026,665 3,932,966
Other long-term liabilities 116,193 133,505
Total Long-Term Liabilities 14,005,148 15,252,839
Total Liabilities 62,301,681 61,477,064
Commitments and contingencies
Stockholders Equity (Deficit):
Common stock: $.01 par value, 200,000,000 shares authorized,
112,177,627 and 111,814,852 shares issued and outstanding as of
June 30, 2011 and December 31, 2010, respectively 1,121,777 1,118,149
Additional paid in capital 121,999,239 121,835,134

Accumulated deficit (126,176,986) (120,826,188)

Total Stockholders Equity (Deficit) (3,055,970) 2,127,095

Total Liabilities and Stockholders Equity (Deficit) $ 59245711 $ 63,604,159
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 SIX MONTHS ENDED JUNE 30, 2011 AND 2010

(Unaudited)
2011 2010
Net sales $ 8,140,174 $ 14,708,392
Costs applicable to sales (exclusive of depreciation, depletion and
amortization shown separately below) 8,661,845 7,669,246
General and administrative expenses (includes stock based compensation of
$156,195 and $114,647, respectively) 1,194,456 1,246,396
Depreciation, depletion and amortization 489,987 857,941
Income (loss) from operations (2,206,114) 4,934,809
Other income (expense):
Interest expense (1,809,486) (1,486,343)
Unrealized loss on de-designation of copper hedges (13,392,853)
Gains (losses) on derivatives classified as trading securities (1,391,209) 3,938,610
Miscellaneous income (expense) 56,011 (148,072)
Total other income (expense) (3,144,684) (11,088,658)
Loss before income taxes (5,350,798) (6,153,849)
Provision for income taxes
Net loss $ (5,350,798) $ (6,153,849)
Net loss per basic and diluted share of common stock:
Weighted average number of basic and diluted
common shares outstanding 113,397,048 111,430,992
Basic and diluted loss per share of common stock $ 0.05) $ (0.06)

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 JUNE 30, 2011 AND 2010

(Unaudited)
2011 2010
Net sales $ 3,386,830 $ 8,703,078
Costs applicable to sales (exclusive of depreciation, depletion and
amortization shown separately below) 4,279,040 4,308,551
General and administrative expenses (includes stock based compensation
of $73,996 and $63,721, respectively) 676,623 664,352
Depreciation, depletion and amortization 230,683 461,048
Income (loss) from operations (1,799,516) 3,269,127
Other income (expense):
Interest expense (920,278) (892,624)
Unrealized loss on de-designation of copper hedges (13,392,853)
Gains (losses) on derivatives classified as trading securities (386,531) 3,938,610
Miscellaneous income (expense) 32,907 (84,898)
Total other income (expense) (1,273,902) (10,431,765)
Loss before income taxes (3,073,418) (7,162,638)
Provision for income taxes
Net loss $ (3,073,418) $ (7,162,638)
Net loss per basic and diluted share of common stock:
Weighted average number of basic and diluted
common shares outstanding 113,483,661 111,688,821
Basic and diluted loss per share of common stock $ 0.03) $ (0.06)

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 (DEFICIT)
FOR THE SIX MONTHS ENDED JUNE 30, 2011

(Unaudited)
Total
Additional Stockholders
Paid-in Accumulated Equity
Common Stock Capital Deficit (Deficit)
Shares Amount
Balance at December 31, 2010 111,814,852 $ 1,118,149 $ 121,835,134 $ (120,826,188)% 2,127,095
Comprehensive loss:
Net loss (5,350,798) (5,350,798)
Comprehensive loss (5,350,798)
Common stock issued for settlement
of accounts payable 82,418 824 10,714 11,538
Compensation expense from issuance
of stock options 103,695 103,695
Common stock issued for deferred stock
units 280,357 2,804 (2,804)
Compensation expense from issuance
of deferred stock units 52,500 52,500
Balance at June 30, 2011 112,177,627 $ 1,121,777 $ 121,999,239 $ (126,176,986)$  (3,055,970)

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 SIX MONTHS ENDED JUNE 30, 2011 AND 2010

(Unaudited)

Cash Flows From Operating Activities:
Net loss
Adjustments to reconcile net loss to net cash provided (used) by operating
activities:
Depreciation, depletion and amortization
Accretion expense on accrued reclamation costs
Amortization of debt issuance costs
Issuance of stock options for services rendered
Issuance of deferred stock units for services rendered
Loss on write-off of mineral lease option
Unrealized loss on de-designation of copper derivatives as cash flow hedges
Unrealized gain on derivatives classified as trading securities
Changes in assets and liabilities:
Accounts receivable
Inventories, stockpiles and ore on leach pads
Prepaid expenses and other assets
Accounts payable
Accrued expenses
Accrued interest
Copper derivatives settlement payable
Deferred revenue
Other liabilities
Net Cash Provided (Used) By Operating Activities

Cash Flows From Investing Activities:
Capital expenditures
Net Cash Used By Investing Activities

Cash Flows From Financing Activities:
Proceeds from exercise of options
Principal payments on long-term debt
Principal payments on capital lease
Net Cash Provided (Used) By Financing Activities

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period
Supplemental Disclosure of Cash Flow Information:
Cash paid during the period for:

Interest
Income taxes

$

2011

(5,350,798) $

489,987
206,470
172,985
103,695
52,500
10,980

(3,724,151)

208,206
2,259,171
(194,306)
702,745
(326,576)
1,706,547
3,900,410
(25,050)
(8,629)
184,186

(538,320)
(538,320)

(301,068)

(8,683)
(309,751)
(663,885)

1,120,023

456,138 $

341,079 $

2010

(6,153,849)

857,941
4,317
125,151
49,647
65,000

13,392,853
(5,816,694)

570,539
(11,384,194)
(6,735)
4,655,194
2,263,082
(845,809)
1,903,881
(67,894)
(10,266)
(397,836)

(596,893)
(596,893)
40,650

(8,939)
31,711

(963,018)
1,298,138

335,120

105,817

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 SIX MONTHS ENDED JUNE 30, 2011 AND 2010

(Unaudited)
(Continued)
2011
Supplemental Disclosure of Non-cash Investing and Financing Activities:

Common stock issued in exchange for deferred stock units $ 2,804 $
Common stock issued for settlement of accounts payable 11,538
Mark to market of cash flow hedges -
Change in property and equipment financed by accounts payable (173,089)
Change in depreciation expense allocated to inventory (60,865)
Change in depreciation expense allocated to stockpiles and ore on leach pads (164,317)
Change in estimate of cash flows for asset retirement obligation (1,112,771)

Refinancing of short term obligations with current maturities of long term debt -
Refinancing of short term obligations with long term debt, less current
maturities -

2010

853
(643,436
(339,138

313,030
814,078
4,919,992

3,274,129

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

Nord Resources Corporation and Subsidiary (the Company ) is a United States based corporation involved in all
phases of the mining business including exploration, permitting, developing and operating mining projects. The
Company s primary asset is the Johnson Camp Copper Mine ( Johnson Camp Mine ) located in Arizona. In July 2007,
the Company commenced the reactivation of the Johnson Camp Mine. The Company commenced copper cathode
production from leaching existing old dumps in January 2008 and commenced mining of new ore upon completion of

the reactivation work in January 2009. The Company achieved commercial copper cathode production from
newly-mined ore on April 1, 2009 following substantial completion of the testing and development phase. In July
2010, the Company temporarily suspended the mining and crushing of new ore and implemented an action plan aimed

at improving operating efficiencies. The Company continues to produce copper through the leaching of ore already in
place on the existing pads and processing the solution through the SX-EW plant.

The accompanying financial information of 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. Results of operations for the three and six months ended June 30, 2011
are not necessarily indicative of results of operations that may be expected for the year ending December 31, 2011.
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-K for the year ended December 31, 2010,
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.

Going Concern

Nedbank, the Company s senior lender, has declined to extend the forbearance agreement with respect to the scheduled
principal and interest payments that were due between March 31, 2010 and June 30, 2011 under the Company s
$25,000,000 secured term-loan credit facility. Accordingly, the Company has been in default of its obligations under
the Credit Agreement with Nedbank since May 14, 2010, and, as such, the full amount of the outstanding principal
and accrued and unpaid interest must now be included in the Company s current liabilities, together with any
additional amounts payable under the Credit Agreement. As of June 30, 2011, the Company has reclassified
$5,356,841 of senior long-term debt to current liabilities within the condensed consolidated balance sheet. As of the
date of these condensed consolidated financial statements, Nedbank has not exercised its rights under the Credit
Agreement to provide notification of the Company s default condition or commence foreclosure actions on the
collateral held, which represents substantially all of the assets of the Company.

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

Nedbank Capital has also declined to extend the forbearance agreement regarding the Company s failure to make the
timely monthly settlement payments beginning in March of 2010 through June 30, 2011 under the copper hedge
agreement. As of June 30, 2011, the amount due to Nedbank Capital related to these settlements is $11,560,918 and is
included in current liabilities within the copper derivatives settlement payable line item. The remaining derivative
contracts under this agreement settle in 2011 and are therefore included in current liabilities as of June 30, 2011.

The Company s continuation as a going concern is dependent upon its ability to refinance the obligations under the
Credit Agreement with Nedbank and the Copper Hedge Agreement with Nedbank Capital, raise additional capital, and
on its ability to produce copper to sell at a level where the Company becomes profitable and generates cash flows
from operations. The Company s continued existence is dependent upon its ability to build additional leach pad
capacity, resume full operations and achieve its operating plan. If management cannot achieve its operating plan
because of sales shortfalls, a reduction in copper prices, or other unfavorable events, the Company may find it
necessary to dispose of assets, or undertake other actions as may be appropriate. The Company s ramp-up of
production since the commencement of commercial production has been slower than originally forecasted. In July
2010, the Company implemented measures to reduce its costs, maximize cash flow, and improve its operating
efficiencies. As part of this program, the Company furloughed approximately 50% of its workforce at the Johnson
Camp Mine and temporarily suspended the mining and crushing of new ore. The suspension has resulted in an
immediate reduction of costs and has enabled the Company to maximize operating cash flow from the production of
copper achieved through continued leaching of ore on the Company s existing pads and the operation of its SX-EW
plant. The suspension has provided the Company with the opportunity to further evaluate its geological data, continue
column leach testing, expand mineralogical classification of the reserve and perform additional drilling as appropriate.
The resulting improved database and geologic block model will provide the necessary tools to optimize the mine plan
by focusing on higher grade acid-soluble ore.

The Company is evaluating a variety of alternatives to improve its liquidity. There can be no assurance that the
Company will be able to improve its liquidity.

Reclassifications

Certain amounts in prior periods presented have been reclassified to conform to the current condensed consolidated
financial statement presentation. Pursuant to the requirements of the Company s senior lender, during the quarter
ending June 30, 2011, the Company reclassified $829,768 of accrued interest payments that were previously credited
against accrued interest payable to copper derivatives settlement payable.

Use of Estimates

The preparation of the Company s condensed consolidated financial statements in conformity with accounting
principles generally accepted in the United States of America requires the Company s management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amount of revenues and expenses during the
reporting period. The more significant areas requiring the use of management estimates and assumptions relate to
mineral reserve estimation, the metallurgical recovery rate and estimates of recoverable copper in stockpiles and ore
on leach pads of the Johnson Camp Mine that are the basis for future cash flow estimates; estimates of costs to
produce a pound of copper under normalized production levels ( standard costs ); useful asset lives for depreciation,
depletion and amortization; reclamation and closure cost obligations; asset impairment (including long lived assets),
including estimates used to derive future cash flows associated with those assets; deferred taxes and valuation
allowances; disclosures and reserves for contingencies and litigation; and the fair value and accounting treatment of
financial instruments and stock based compensation. The Company bases its estimates on historical experience and on
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various other assumptions that are believed to be reasonable under the circumstances. Accordingly, actual results may
differ significantly from these estimates under different assumptions or conditions.

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

During the six months ended June 30, 2011, the Company made the following changes to estimates having a material
impact on the current and/or future consolidated financial statements. As of March 31, 2011, based upon the results of
independent third party estimates commissioned, the Company revised the cost estimates to reclaim the Johnson
Camp Mine at the end of the mine s life to approximately $9,100,000 (based upon 2011 dollars), thus decreasing the
asset retirement obligation and related accrued reclamation liability by $1,403,363. However, this estimate was
subsequently revised as of June 30, 2011, based upon the results of independent third party estimates commissioned,
to approximately $10,100,000 (based upon 2011 dollars), thus increasing the asset retirement obligation and related
accrued reclamation liability by $290,592. The net effect of these estimate revisions was to decrease the asset
retirement obligation and related accrued reclamation liability by $1,112,771.

The Company is currently in the process of revising its estimate of the proven and probable reserves at the Johnson
Camp Mine. Upon the Company s purchase of the Johnson Camp Mine in 1999, pursuant to the accounting standards
and market conditions in place at the time, the Company allocated 100% of the purchase price to the property and
equipment and, as such, nothing was allocated to proven and probable reserves. Accordingly, a revision to this
estimate, if and when it occurs, is not expected to have a material impact on the Company s condensed consolidated
financial statements. Furthermore, under current market conditions, the Company does not believe that a revision will
trigger an impairment analysis for its long lived assets. A revision to the estimate of proven and probable reserves,
when and if it occurs, will be accounted for on a prospective basis and will impact those items that are amortized via
the units of production method; specifically property and equipment and deferred revenue.

3. ADOPTION OF RECENTLY ISSUED ACCOUNTING GUIDANCE

In January 2010, ASC guidance for fair value measurements and disclosure was updated to require enhanced detail in
the level 3 reconciliation. Adoption of the updated guidance, effective for the Company s fiscal year beginning January
1, 2011, had no impact on the Company s condensed consolidated financial position, results of operations or cash
flows.

In December 2010, the ASC guidance for business combinations was updated to clarify existing guidance which
requires a public entity to disclose pro forma revenue and earnings of the combined entity as though the business
combination(s) that occurred during the current year had occurred as of the beginning of the comparable prior annual
period only. The update also expands the supplemental pro forma disclosures required to include a description of the
nature and amount of material, nonrecurring pro forma adjustments directly attributable to the business combination
included in the reported pro forma revenue and earnings. Adoption of the updated guidance, effective for the
Company s fiscal year beginning January 1, 2011, had no impact on the Company s condensed consolidated financial
position, results of operations or cash flows.

F-10
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NORD RESOURCES CORPORATION AND SUBSIDIARY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

4. INVENTORY
Inventory is as follows:

June 30, December 31,

2011 2010
Current Assets: (unaudited)
Copper in process $ 2,869,518 $ 4,142,922
Finished goods 193,382 43,813
Material and supplies 529,102 498,864
3,592,002 4,685,599
Long-Term Assets:
Stockpiles and ore on leach pads 8,837,719 10,228,475
Total Inventory $ 12,429,721 $ 14,914,074

The Company s inventories are carried at the lower of average cost or net realizable value. Copper in process and
finished goods inventories are valued using the average cost of production and include all costs of purchase,
conversion costs (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. The Company considers only those costs that are
consistent with its estimate of costs to be incurred at a normalized production level, currently estimated at 25,000,000
pounds per annum, as inventoriable costs. Costs incurred in excess of this standard are expensed as incurred as
abnormal costs which are included in costs applicable to sales within the condensed consolidated statement of
operations. Accordingly, during the three and six month periods ended June 30, 2011, the Company expensed
$3,100,225 and $5,974,410, respectively, of abnormal production costs due to the underutilization of plant capacity.
During the three and six month periods ended June 30, 2010, the Company expensed $920,065 and $1,826,760,
respectively, of abnormal production costs due to the underutilization of plant capacity.

The current portion of copper in process inventory is determined based on the expected amounts to be processed
within the next 12 months. Inventories not expected to be processed within the next 12 months are classified under
long term assets as stockpiles and ore on leach pads.

S. PROPERTY AND EQUIPMENT

Property and equipment costs consist of the following:

June 30, December 31,

2011 2010
(unaudited)
Land $ 87,114 $ 98,094
Buildings 2,071,618 2,071,618
Mine development costs  existing dumps - 468,034
Mine development costs new dumps - 1,841,080
Asset retirement obligation 2,708,870 3,821,641
Mining and other equipment 45,469,978 42,795,633
Total 50,337,580 51,096,100
Accumulated depreciation, depletion and amortization (5,904,002) (5,639,197)
Net property and equipment $ 44433578 $ 45,456,903
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Total depreciation, depletion and amortization ( DD&A ) of property and equipment charged to operations was
$230,683 and $489,987 for the three and six month periods ended June 30, 2011, respectively. Total depreciation,
depletion and amortization ( DD&A ) of property and equipment charged to operations was $461,048 and $857,941,
respectively, for the three and six month periods ended June 30, 2010, respectively. The Company allocates DD&A to
copper inventories based upon the relative pounds in inventory at each reporting date. Accordingly, as of June 30,
2011 and December 31, 2010, $1,135,259 and $1,360,441, respectively, of DD&A costs were included in copper
inventories.
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6. LONG-TERM DEBT

Long term debt consists of the following:

June 30, December 31,

2011 2010
(unaudited)
Senior project financing facility $ 23257826 $ 23,257,826
Less current maturities on senior facility (17,900,985) (14,320,788)
Less long-term portion of senior facility accelerated due to default (5,356,841) (8,937,038)
Long-term note payable with mining contractor 6,194,360 6,495,428
Total Long-Term Debt $ 6,194,360 $ 6,495,428

Senior Project Financing Facility

The Company was unable to make the quarterly payments of principal in the amounts of $1,790,099 that were due
between March 31, 2010 and June 30, 2011 for an aggregate amount of $10,740,594 and interest payments totaling
$2,104,670, $598,834 and $619,178 that were due during 2010 and on March 31, 2011 and June 30, 2011,
respectively, to Nedbank under the terms of the amended and restated Credit Agreement dated March 31, 2009.
Accordingly, the Company has been in default of its obligations under the Credit Agreement with Nedbank since May
14, 2010, and the full amount of the outstanding principal of $23,257,826 must now be included in the Company s
current liabilities. Therefore, the Company has reclassified $5,356,841 of senior long-term debt to current liabilities
within its condensed consolidated balance sheet as of June 30, 2011. Given this default, Nedbank has full authority to
exercise its rights under the Credit Agreement, including the acceleration of the full amount due thereunder and the
institution of foreclosure proceedings against the Johnson Camp Mine. In accordance with the Credit Agreement,
upon an event of default, the interest rate on the outstanding debt and unpaid accrued interest is increased by 3.00% to
the three-month United States Dollar London Interbank Offered Rate ( LIBOR ) plus 9.06% (9.33% at June 30, 2011).
During the three months ended June 30, 2011, the Company s senior lender required the Company to reclassify
$829,768 of interest payments previously credited to accrued interest to the Company s copper hedge settlement
payable account. Accordingly, total accrued interest related to the Credit Agreement was $3,322,682 and $1,689,181
as of June 30, 2011 and December 31, 2010, respectively, and is included within accrued interest on the condensed
consolidated balance sheets.
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In accordance with the Credit Agreement, a default on the derivative contracts to which Nedbank is the counterparty
would trigger a cross default under the Credit Agreement which would put Nedbank in a position to pursue any and all
remedies under the related derivative contracts and Credit Agreement. Furthermore, under the Credit Agreement and
derivative contracts, there is a master netting agreement which allows either party to offset an obligation by the other
should either party be in default of its obligations. The Company was unable to make the required payments that were
due to Nedbank between April 6, 2010 and July 5, 2011 under the terms of its Copper Hedge Agreement. As of June
30, 2011 and December 31, 2010, the total amounts due to Nedbank related to settlements under the Copper Hedge
Agreement (including accrued interest) were $11,560,918 and $7,660,508, respectively, and are included in copper
derivatives settlement payable within the condensed consolidated balance sheets.

The Credit Agreement is collateralized by substantially all of the Company s assets, restricts the Company s ability to
incur certain additional debt, and limits the Company s ability to pay dividends and make certain restricted payments.
Effective March 31, 2009, the Company must comply with certain financial covenants as defined within the amended
and restated Credit Agreement, including a debt service coverage ratio of at least 1.5, an interest coverage ratio of at
least 2.0, and a minimum debt to adjusted equity ratio of 1.3. The Company was not in compliance with these
covenants as of June 30, 2011.

Pursuant to the terms of the Credit Agreement, as amended, upon default, Nedbank has the right, among others, to
provide notification of such condition and commence foreclosure actions on the collateral held, which represents
substantially all of the assets of the Company. As of the date of these condensed consolidated financial statements, the
Company has not received notification that Nedbank has exercised its rights under the Credit Agreement.

Note Payable with Mining Contractor

On July 29, 2010, the Company reached an agreement with Fisher Sand & Gravel Company ( Fisher ), the Company s
mining contractor, to convert $8,200,000 of unsecured trade payables, including the former note in the amount of
$850,000 and the $110,500 accrued interest thereon, into a two-year unsecured note bearing interest on the
outstanding principal at the rate of 6% per annum. Under the Settlement Agreement, Fisher receives weekly payments
on the Note with the amounts based on a formula related to the level of copper sales made by the Company and the
weekly realized price of copper. Accordingly, under the Agreement, if the Company ships four loads, as defined in the
Agreement, or approximately 176,000 pounds of copper or greater on a weekly basis, the weekly payments are
calculated by multiplying the base amount of $100,000 by a factor equal to the average weekly realized price of
copper per pound divided by $3.00. If the Company ships between 132,000 (three loads) and 176,000 (four loads)
pounds of copper on a weekly basis, the base weekly amount decreases to $75,000. If the Company ships less than
132,000 pounds of copper on a weekly basis, the amounts due under the note equate to interest only payments on the
outstanding principal balance. Any unpaid principal, along with any accrued interest, is due in full on July 31, 2012.
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During the three and six months ended June 30, 2011, although not required to do so under the terms of the
Agreement, the Company made principal payments on the Note of $150,000 and $301,068, respectively. Interest
payments of $93,461 and $181,819, respectively, were made in accordance with the Agreement for the three and six
month periods ended June 30, 2011. As of June 30, 2011, the Company s projections of copper production for the next
12 months, which are based upon the current state of operations wherein the Company has ceased the mining and
crushing of new ore, equate to estimates of interest only payments on the Note for the next 12 months. Accordingly, as
of June 30, 2011, the total principal balance on the Note of $6,194,360 is included in long-term debt. This estimate is
subject to change based upon changes made to the Company s mining operations. There was no accrued interest
related to the Note as of June 30, 2011 and December 31, 2010, respectively.

7. DEFERRED REVENUE

On March 31, 2009, the Company sold to Royal Gold (formerly known as IRC Nevada Inc.) a 2.5% net smelter
royalty on the mineral production sold from the existing mineral rights at Johnson Camp. The net proceeds of the sale
in the amount of $4,950,000 were recorded as deferred revenue and are being amortized to revenue over the life of the
mine based on a units of production method. Amounts payable to Royal Gold, which are being calculated based on the
revenue generated from the sale of copper, are expensed in the period incurred. During the three and six month
periods ended June 30, 2011, the Company recognized $10,767 and $25,050, respectively, in revenue and recorded
$84,401 and $202,878, respectively, in royalty expense related to this royalty within the condensed consolidated
statements of operations. During the three and six month periods ended June 30, 2010, the Company recognized
$35,973 and $67,894, respectively, in revenue and recorded $216,678 and $413,168, respectively, in royalty expense
related to this royalty within the condensed consolidated statements of operations. Total deferred revenue is
$4,705,938 and $4,730,988 as of June 30, 2011 and December 31, 2010, respectively. Deferred revenue of $38,008 is
expected to be amortized to revenue over the next twelve months. As of June 30, 2011 and December 31, 2010, the
total amount owed by the Company under the terms of the royalty agreement was $1,063,564 and $995,686,
respectively, and is included in accounts payable on the condensed consolidated balance sheets. Furthermore, amounts
greater than 30 days past due accrue interest at a rate of 12% per annum for which the Company has accrued $125,240
and $73,528 of interest as of June 30, 2011 and December 31, 2010, respectively, which is included within accrued
interest on the condensed consolidated balance sheets.

8. ACCRUED RECLAMATION COSTS

The Company estimates its asset retirement obligations and related accrued reclamation costs using an expected cash
flow approach, in which multiple cash flow scenarios are used to reflect a range of possible outcomes. During 2010,
the Company completed an updated review of its reclamation plan and the related estimated costs of reclamation. As a
result, as of December 31, 2010, the Company estimated the aggregate undiscounted obligation to be approximately
$13,000,000 for the Johnson Camp Mine. However, as of March 31, 2011, the Company determined that certain
aspects of the reclamation plan could be revised thus decreasing the estimated costs to reclaim the Johnson Camp
Mine to approximately $9,100,000 (based on 2011 dollars). This estimate was subsequently refined during the quarter
ended June 30, 2011 to $10,100,000 (based upon 2011 dollars). Accordingly, these cash flow revisions were effected
in the estimated fair value of the asset retirement obligation as of June 30, 2011 which increased the obligation by
$290,592 from the amount recorded at March 31, 2011 and decreased the obligation by a net amount of $1,112,771
from the amount recorded at December 31, 2010.
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To calculate the estimated fair value of this obligation in accordance with the related ASC, the projected cash flows,
which were further adjusted for an estimated inflation rate of 2.5% per annum, were discounted at the Company s
estimated annual credit adjusted risk free interest rate of 12.53% at June 30, 2011. The estimated remaining life of the
Johnson Camp Mine as of June 30, 2011 is approximately thirteen years. Accordingly, the cash expenditures for
reclamation and closure activities are expected to occur at the conclusion of production, currently anticipated to be in
2023 2024. As 100% of the cash flows are projected to occur in 2023-2024, 100% of the accrued reclamation costs
are classified as long-term within the condensed consolidated balance sheets. Reconciliations of the beginning and
ending carrying amounts of the Company s asset retirement obligation for the six months ended June 30, 2011 and year
ended December 31, 2010, respectively, are as follows:

June 30, December 31,

2011 2010
(unaudited)
Accrued reclamation costs, beginning of period $ 3,932,966 $ 157,580
Accretion expense 206,470 9,086
Revisions to cash flow estimates (1,112,771) 3,766,300
Accrued reclamation costs, end of period $ 3,026,665 $ 3,932,966

9. DERIVATIVE INSTRUMENTS
Copper Price Protection Program

In connection with the Credit Agreement dated June 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 financial derivatives 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. These financial derivatives do not require the physical delivery of
copper cathode and are expected to be net cash settled upon maturity and/or settlement of the contracts based upon the
average daily London Metal Exchange ( LME ) cash settled copper price for the month of settlement. The program
requires no cash margins, collateral or other security from the Company.

Under ASC guidance for derivative instruments and hedging activities, these contracts are carried on the condensed
consolidated balance sheets at their estimated fair value which as of June 30, 2011 and December 31, 2010 was
($4,821,727) and ($8,455,156), respectively. The June 30, 2011 balance includes a counterparty credit valuation
adjustment of $122,226, which is reported in gains (losses) on derivatives classified as trading securities within the
condensed consolidated statement of operations. The December 31, 2010 balance includes a counterparty credit
valuation adjustment of $390,638. From the period of inception of the derivative contracts through March 31, 2010,
these contracts were designated as cash flow hedges with changes to the estimated fair value of these contracts being
reflected in accumulated other comprehensive income (loss). However, due to the Company s inability to make the
required payments as the copper derivative contracts settled, the Company de-designated the cash-flow hedges as of
April 1, 2010 and in so doing reclassified the outstanding hedge contracts from cash flow hedges to trading securities
recognizing an unrealized loss of $(13,392,853) during the three and six months ended June 30, 2010. Consequently,
commencing on April 1, 2010, the changes in estimated fair value of these contracts are reflected in gains (losses) on
derivatives classified as trading securities within the condensed consolidated statement of operations. As the Company
has been unable to make the requisite payments under the copper hedge agreement, they are currently in default of the
agreement, which also triggers a cross default under the Company s Amended Credit Agreement with Nedbank. As of
June 30, 2011 and December 31, 2010, the amounts owed to Nedbank related to the settlements of the copper
derivative contracts are $11,560,918 and $7,660,508, respectively, and are included in current liabilities within the
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condensed consolidated balance sheets.
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As noted above, the Company de-designated all of its cash flow hedges effective April 1, 2010. Accordingly, there
was no cash flow hedging activity during the three and six months ended June 30, 2011. During the three and six
month periods ended June 30, 2010, the settlements of derivatives classified as cash flow hedges for 0 and 1,984,161
notional pounds of copper amounted to $0 and ($1,886,237), respectively, and were classified as effective hedges.
Accordingly, these amounts are included in net sales in the condensed consolidated statements of operations. During
the three and six month periods ended June 30, 2010, decreases in estimated fair value of copper derivatives classified
as cash flow hedges in the amounts of $0 and ($666,138) were recorded as accumulated other comprehensive income
(loss) in the condensed consolidated balance sheets. During the three and six months ended June 30, 2010, the
Company recognized realized losses of $(1,878,084) related to derivatives for 1,984,161 notional pounds of copper
that were classified as derivative trading securities. Furthermore, during the three and six month periods ended June
30, 2010 the Company recognized an unrealized gain of $5,816,694 related to the mark to market of copper
derivatives classified as trading securities.

During the three and six month periods ended June 30, 2011 the Company recognized realized losses of ($2,572,440)
and ($5,115,360), respectively, on the monthly settlements of a total of 1,322,774 and 2,645,548 notional pounds of
copper for the derivatives now classified as trading securities. The Company also recognized unrealized gains of
$2,146,885 and $3,633,429, which includes the counterparty credit valuation adjustment of $122,226, related to the
mark to market adjustment for the estimated change in fair value of the copper derivatives classified as trading
securities that occurred during the three and six month periods ended June 30, 2011, respectively. As of June 30,
2011, 100% of the Company s copper derivatives are classified as trading securities with no remaining derivatives
classified as cash-flow hedges.

As of June 30, 2011, the estimated amount of copper production covered by economic hedges (derivatives no longer
classified as cash flow hedges for accounting purposes) classified as trading securities was approximately 205% for
the remaining six months of 2011. As of June 30, 2011, the Company had in place forward contracts of 1,200
(2,645,548 pounds) metric tons for 2011 at a net forward price of $4,227 ($1.92 per pound) per metric ton. The
program also includes the purchase of long call options for the same quantities thereby permitting the Company to
participate in price increases in the event that copper prices exceed the strike price of the long call options. As of June
30, 2011, the average strike price of the long call options was $8,585 ($3.89 per pound) for the remaining six months
of 2011. As of December 31, 2011, all of the Company s copper derivatives will have settled. Accordingly, 100% of
the derivatives are classified as current liabilities as of June 30, 2011.
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Although this estimate is subject to changes in the forward price curve for copper, the estimated amount of the copper
derivatives that will settle over the next six months in accordance with their normal operating terms stated in the
contracts is $4,943,953 ($4,821,727 after the counterparty credit valuation adjustment).

Interest Rate Swap

In November 2008, the Company entered into an interest rate swap agreement to hedge the interest rate risk exposure
on its $25 million Nedbank credit facility expiring between 2009 and 2012. Under the interest rate swap contract
terms, the Company receives LIBOR and pays a fixed rate of interest of 2.48% . The program requires no cash
margins, collateral or other security from the Company. Under the terms of the interest rate swap, settlements began
on March 31, 2009 and occur every three months thereafter until the contract expires on September 28, 2012.

Under ASC guidance for derivative instruments and hedging activities, this interest rate swap agreement is carried on
the condensed consolidated balance sheets at fair value which was estimated at ($132,048) and ($222,770) as of June
30, 2011 and December 31, 2010, respectively. Until July 1, 2010, this contract was designated as a cash flow hedge
with changes in fair value reflected in accumulated other comprehensive income (loss). As noted above, the Company
continues to be in default on the Nedbank Credit Facility as it failed to make the requisite debt service payments for
the period from March 31, 2010 to June 30, 2011. Accordingly, given that the Company is not performing under the
terms of the underlying Nedbank Credit Facility, effective July 1, 2010, the Company de-designated 100% of the
interest rate swap previously classified as a cash-flow hedge and reclassified the estimated fair value of the interest
rate swap from accumulated other comprehensive income (loss) to other income (expense), recognizing an unrealized
loss for the amount.

During the three and six month periods ended June 30, 2011 the Company recognized $57,027 and $122,795,
respectively, in interest expense related to the quarterly settlements of the interest rate swap. During the three and six
month periods ended June 30, 2010, the Company recognized $95,676 and $201,493, respectively, in interest expense
related to the quarterly settlements of the interest rate swap. During the three and six month periods ended June 30,
2011, the Company recognized an unrealized gain of $39,024 and $90,722 related to changes in the estimated fair
value of the interest rate swap. During the three and six month periods ending June 30, 2010, changes in fair value in
the amount of $29,013 and $22,701, respectively, were reflected in accumulated other comprehensive income (loss) as
the derivative was designated as a cash flow hedge during these periods.

As of June 30, 2011, the estimated fair value of the interest rate swap includes a counterparty credit valuation
adjustment of $6,583 which is reported in gains (losses) on derivatives classified as trading securities within the
condensed consolidated statement of operations for the three and six month periods ended June 30, 2011.

Although this estimate is subject to changes in the forward interest rate curve for LIBOR, as of June 30, 2011, the
estimated amount of the interest rate swap derivatives that will settle over the next twelve months in accordance with
their normal operating terms stated in the contracts is $130,470 ($124,708 after proportionate counterparty credit
valuation adjustment). In addition, due to the Company s default under the credit agreement with Nedbank, and
therefore, it s cross default under the terms of the interest rate swap, the Company has reclassified the long-term
amount of $7,340 to current liabilities.
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Fair Value of Derivative Instruments

Balance Sheet
Location Fair Value
As of June 30, 2011
(Unaudited)
Commodity contracts Current Liabilities $ (4,821,727)
Interest rate swap contracts Current Liabilities $ (132,048)
As of December 31, 2010
Commodity contracts Current Liabilities $ (8,455,156)
Interest rate swap contracts Current Liabilities $ (222,770)
Cash Flow Hedges

Prior to the de-designation of derivatives as cash flow hedges which occurred on April 1, 2010 for the copper
derivatives and on July 1, 2010 for the interest rate swap, the Company utilized derivatives for the purpose of hedging
forecasted cash flows related to the sale of copper and debt service requirements. For a derivative instrument
designated as a cash-flow hedge, the effective portion of the derivative s gain (loss) is initially reported as a component
of accumulated other comprehensive income (loss) ( AOCI ) and is subsequently recognized in earnings when the
hedged exposure is recognized in earnings. Gains (losses) on the derivative representing either hedged components
excluded from the assessment of effectiveness or hedge ineffectiveness are recognized in earnings. During the three
and six month periods ended June 30, 2011, none of the derivatives were designated as cash flow hedges. During the
three and six month periods ended June 30, 2010, the Company recognized the following gains (losses) related to its
copper price protection and interest rate swap programs, respectively:

Three months ended

June 30, 2010
(Unaudited)
Effective Portion
Net gain recognized in other comprehensive income (loss) (OCI) $ 29,014
Loss recognized in interest expense $ (95,676)
Ineffective Portion
Unrealized loss on de-designation of copper hedges $ (13,392,853)
Six months ended
June 30, 2010
(Unaudited)
Effective Portion
Net loss recognized in other comprehensive income (loss) (OCI)  $ (643,436)
Loss reclassified from accumulated OCI into net sales $ (1,886,237)
Loss recognized in interest expense $ (201,493)

Ineffective Portion

Unrealized loss on de-designation of copper hedges $ (13,392,853)
Nedbank, the counterparty to all of the Company s derivative contracts, is also the senior lender on the Company s
long-term debt, for which substantially all of the Company s assets are held as collateral.
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Accordingly, in accordance with the related Credit Agreement, a default on the derivative contracts would trigger a
cross default under the Credit Agreement which would put Nedbank in a position to pursue any and all remedies under
the related derivative contracts and Credit Agreement. Furthermore, under the Credit Agreement and derivative
contracts, there is a master netting agreement which allows either party to offset an obligation by the other should
either party be in default of its obligations. The Company neither deposited nor holds any collateral related to its
derivative financial instruments. In addition, to date the Company has not required any of its counterparties or
customers to post collateral.

Nedbank has declined to extend the forbearance agreement regarding the Company s failure to make the payments
under the copper hedge agreement between the parties which expired at midnight on May 13, 2010. Accordingly, the
Company is in default under the copper hedge agreement.

10. FAIR VALUE MEASUREMENTS

Under ASC guidance for fair value measurements and disclosure, a fair value hierarchy is established that prioritizes
the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy are described below:

Level 1 Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
unrestricted assets or liabilities;

Level 2 Quoted prices in markets that are not active, or inputs that are observable, either directly or
indirectly, for substantially the full term of the asset or liability;

Level 3 Prices or valuation techniques that require inputs that are both significant to the fair value
measurement and unobservable (supported by little or no market activity).
The following table sets forth the Company s financial assets and liabilities within the condensed consolidated balance
sheet as of June 30, 2011 and December 31, 2010 measured on a recurring basis at fair value by level within the fair
value hierarchy. As required by ASC guidance, assets and liabilities are classified in their entirety based on the lowest
level of input that is significant to the fair value measurement.

June 30, 2011 (Unaudited) Total Level 1 Level 2 Level 3
Assets:
Derivative contracts  call options on copper $ 1,195,190 - $ 1,195,190 -
forwards
Liabilities:

Derivative contracts copper forward $ (6,016,917
contracts

Derivative contract interest rate swap $ (132,048)
contract

$  (6,016917) -

$ (132,048) -
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December 31, 2010 Total Level 1 Level 2 Level 3
Assets:
Derivative contracts call options on copper $ 3,316,157 - $ 3,316,157 -
forwards
Liabilities:

Derivative contracts copper forward $ (11,771,313)
contracts

Derivative contract interest rate swap $ (222,770)
contract
The Company s copper forward contracts, call options on copper forward contracts and interest rate swap contracts are
valued using pricing models, and the Company generally uses similar models to value similar instruments. Where
possible, the Company verifies the values produced by its pricing models to market prices. Valuation models require a
variety of inputs, including contractual terms, market prices, yield curves, credit spreads, measures of volatility, and
correlations of such inputs. The Company s derivatives generally trade in liquid markets, and, as such, model inputs
can generally be verified and do not involve significant management judgment. Such instruments are classified within
Level 2 of the fair value hierarchy.

$ (11,771,313) -

$ (222,770) -

As of June 30, 2011 and December 31, 2010, the estimated fair values for the Company s copper forward contracts and
interest rate swap liabilities include a counterparty credit valuation adjustment of $122,226 and $390,638,
respectively, and $6,583 and $13,827, respectively, which are based upon the Company s estimated credit risk
adjustment of 9.06% above LIBOR.

The Company s copper forward contracts and call options on copper forward contracts are covered under a master
netting agreement with the counterparty, Nedbank, and, as such, are netted within the condensed consolidated balance
sheets and reported as a net liability of $(4,821,727) and $(8,455,156) as of June 30, 2011 and December 31, 2010,
respectively.

The following table sets forth the financial assets and liabilities within the condensed consolidated balance sheets as of
June 30, 2011 and December 31, 2010 that were measured at fair value on a non-recurring basis by level within the
fair value hierarchy. Assets and liabilities are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement.

June 30, 2011 (Unaudited) Total Level 1 Level 2 Level 3
Liabilities:
Asset retirement obligation $  (2,934,979) - - $ (2,934,979)
December 31, 2010 Total Level 1 Level 2 Level 3
Liabilities:
Asset retirement obligation $  (3,766,300) - - $  (3,766,300)

The Company revised its reclamation plan for the Johnson Camp Mine effective December 31, 2010. In the process,
the Company commissioned an independent third party to estimate the gross amount of costs to reclaim the mine. As
the mine has an estimated remaining life of 13 years, the Company expects the estimated costs to reclaim the mine
will be incurred approximately 50% in 2023 and 50% in 2024.
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Furthermore, the Company applied an estimated 2.5% inflation rate per annum to the estimated gross costs to be
incurred of approximately $13,000,000 (2010 dollars). The Company then discounted the inflation adjusted costs
using its estimated credit risk adjusted risk free rate of 12.36% . The rate was based upon the Company s credit risk
adjustment on its senior long term debt of 9.06% . The resulting increase in the estimated asset retirement obligation
was $3,766,300 as of December 31, 2010.

However, during the quarter ended June 30, 2011, the Company determined that certain aspects of the reclamation
plan could be revised thus decreasing the estimated costs to reclaim the Johnson Camp Mine to approximately
$10,100,000 (2011 dollars). Accordingly, the Company revised the estimated fair value of the asset retirement
obligation during the three month period ended June 30, 2011. The Company utilized the same approach as was
utilized as of December 31, 2010 with an update to the credit risk adjusted discount rate of 12.53% as of June 30,
2011 which resulted in an estimated amount of $2,934,979. With the accretion expense of $91,686 for the three
months ended June 30, 2011 the ending balance for the asset retirement obligation as of June 30, 2011 is $3,026,665.

11. STOCK-BASED COMPENSATION
Stock Options

The Company has granted incentive and non-qualified stock options to its employees and directors under 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 4,756,167 stock options outstanding at June 30, 2011 issued pursuant to the Company s 2006 Stock
Incentive Plan. The outstanding options expire at various dates from 2012 to 2017. As of June 30, 2011, all
non-qualified, non-plan stock options have expired or have been cancelled.

The Company granted 1,044,500 and 1,544,500 stock options during the three and six month periods ended June 30,
2011, respectively. During the three and six month periods ended June 30, 2011, the Company recognized $47,746
and $103,695, respectively, in compensation expense related to employee stock options that vest over time. The
Company granted 436,000 stock options during the three and six month periods ended June 30, 2010. During the three
and six month periods ended June 30, 2010, the Company recognized $31,221 and $49,647, respectively, in
compensation expense related to employee stock options that vest over time.

As summarized in the following tables, during the three and six month periods ended June 30, 2011, there were
1,044,500 and 1,544,500 stock options granted, respectively, no stock options were exercised, and 6,666 and

1,340,007 were cancelled or forfeited, respectively.
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Weighted
Number of Average
Shares Exercise Price
Three months ended June 30, 2011
Options outstanding at March 31, 2011 3,718,333 45
Granted 1,044,500 .16
Exercised - -
Cancelled/Forfeited (6,666) .09
Options outstanding at June 30, 2011 4,756,167 .39
Weighted
Number of Average
Shares Exercise Price
Six months ended June 30, 2011
Options outstanding at December 31, 2010 4,551,674 47
Granted 1,544,500 .16
Exercised - -
Cancelled/Forfeited (1,340,007) 40
Options outstanding at June 30, 2011 4,756,167 .39

The following table summarizes certain additional information about the Company s total and exercisable stock
options outstanding as of June 30, 2011:

Weighted
Average Weighted
Remaining Average
Number Contractual Exercise Intrinsic
Outstanding  Life in Years Price Value
Total stock options 4,756,167 404 $ 39 $ 72,303
Exercisable stock options 3,972,792 425 $ 43 3 72,303

The closing price of the Company s common stock on the OTC Pink Sheets Market on June 30, 2011 was $0.16 per
share. Accordingly, the intrinsic values of total stock options and exercisable stock options as of June 30, 2011, were
$72,303 and $72,303, respectively.

The following table summarizes the unvested stock options outstanding as of June 30, 2011:
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Weighted Average
Grant Date
Number of Shares Fair Value
Three months ended June 30, 2011
Unvested options outstanding at March 31, 2011 373,500 $ .10
Granted 1,044,500 11
Vested (634,625) .10
Cancelled/Forfeited - -
Unvested Options outstanding at June 30, 2011 783,375 11
Weighted Average
Grant Date
Number of Shares Fair Value
Six months ended June 30, 2011
Unvested options outstanding at December 31, 2010 518,505 $ .07
Granted 1,544,500 11
Vested (1,276,296) .10
Cancelled/Forfeited (3,334) .05
Unvested Options outstanding at June 30, 2011 783,375 11

The total grant date fair value of options vested during the three and six month periods ended June 30, 2011 was
$65,778 and $122,481, 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 June 30, 2011, 783,375 stock options
remain unvested, which will result in $77,084 in compensation expense to be recognized during the next three years.

On November 26, 2008, John Perry, the Company s former Chief Executive Officer, was granted a total of 450,000
non-qualified stock options, each entitling him to purchase one share of common stock of the Company at a price of
$0.09 per share until November 23, 2013, subject to vesting. The options were granted to Mr. Perry pursuant to the
Company s 2006 Stock Incentive Plan. The options were to vest in three equal tranches on March 2, 2009, 2010 and
2011, respectively. During the first quarter of 2010, the Board of Directors determined that it is appropriate to
accelerate the vesting date of the third tranche of 150,000 options to March 2, 2010, in light of Mr. Perry s significant
contributions to the Company as a senior officer and a director. Such acceleration did not have a material impact on
the Company s condensed consolidated financial statements.

The Company uses the Black-Scholes option pricing model to estimate the fair value of stock options granted. As
indicated above, the Company granted 1,044,500 and 1,544,500 options during the three and six month periods ended
June 30, 2011, respectively. Given that the 500,000 stock options granted in the first quarter of 2011 were granted to
one employee, the Chief Executive Officer of the Company, and the fact that the stock options vested in full as of June
30, 2011, the Company utilized a 0% forfeiture rate for this stock option grant. The expected forfeiture rate of 8% for
the stock options granted in the second quarter of 2011 was based on the Company s historical forfeiture rate. 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 the expected volatility is based on the weighted historical volatility of the Company s common stock and that
of its peer group.
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The fair values for the stock options granted during the six month period ended June 30, 2011 were estimated on the
date of grant using the Black-Scholes option pricing model with the following assumptions:

Six Months Ended Six Months Ended
June 30, 2011 June 30, 2010
Risk-free interest rate 0.67% to 0.87% 1.1%
Expected life 2.5 to 3.25 years 2.8 years
Expected volatility 115% to 126% 105%
Expected dividend yield 0% 0%

Deferred Stock Units

During the three and six months ended June 30, 2011, 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. Each of the Company s non-executive
directors exercised such rights in respect of the equity-based fees payable to him for the three and six months ended
June 30, 2011.

During the three and six months ended June 30, 2011, Douglas Hamilton, the Chairman of the Company s Audit
Committee, received 74,074 and 138,591 deferred stock units, respectively; John Cook, the Chairman of the
Company s Compensation Committee, received 60,185 and 112,604 deferred stock units, respectively; Stephen
Seymour, the Chairman of the Company s Corporate Governance and Nominating Committee, received 60,185 and
112,604 deferred stock units, respectively. During the three and six months ended June 30, 2011, the Company
recognized expense of $26,250 and $52,500, respectively, related to the issuance of deferred stock units to its
independent directors. The deferred stock units were granted under the 2006 Deferred Stock Unit Plan, which forms
part of the Company s 2006 Stock Incentive Plan. During the three and six months ended June 30, 2011, 0 and 280,357
deferred stock units were converted into shares of the Company s common stock, respectively. As of June 30, 2011,
there were 1,498,342 deferred stock units outstanding.

During the three and six months ended June 30, 2010, Douglas Hamilton, the Chairman of the Company s Audit
Committee, received 100,000 and 130,769 deferred stock units, respectively; John Cook, the Chairman of the
Company s Compensation Committee, received 81,250 and 106,250 deferred stock units, respectively; Stephen
Seymour, the Chairman of the Company s Corporate Governance and Nominating Committee, received 81,250 and
106,250 deferred stock units, respectively; and T. Sean Harvey, a former Board member received 62,500 and 81,731
deferred stock units, respectively. During the three and six months ended June 30, 2010, the Company recognized
expense of $32,500 and $65,000, respectively, related to the issuance of deferred stock units to its independent
directors. During the three and six months ended June 30, 2010, 0 and 85,329 deferred stock units were converted into
shares of the Company s common stock, respectively. As of June 30, 2010, there were 1,073,272 deferred stock units
outstanding.
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12. BASIC AND DILUTED EARNINGS PER SHARE

Basic earnings (loss) per common share is computed by dividing net earnings (loss) by the weighted average number
of basic common shares outstanding during the period. Diluted earnings (loss) per share are calculated based on the
weighted average number of basic 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 60,714,517 and 61,054,836 shares of common stock for the three and six months ended June 30, 2011 and
2010, respectively, are not included in the computation of diluted earnings per share as the effect of the assumed
exercise of these options and warrants, and other dilutive securities would be anti-dilutive.

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

Three Months Ended June 30,

2011 2010
(unaudited) (unaudited)
Net loss available for common stock holders $ (3,073,418) $ (7,162,638)
Weighted average basic outstanding shares of common stock 113,483,661 111,688,821
Dilutive effect of warrants and stock options - -
Weighted average diluted outstanding shares of common stock 113,483,661 111,688,821
Loss per share:
Basic $ (0.03) $ (0.06)
Diluted $ (0.03) $ (0.06)
Six Months Ended June 30,
2011 2010
(unaudited) (unaudited)
Net Loss available for common stock holders $ (5,350,798) $ (6,153,849)
Weighted average basic outstanding shares of common stock 113,397,048 111,430,992
Dilutive effect of warrants and stock options - -
Weighted average diluted outstanding shares of common stock 113,397,048 111,430,992
Loss per share:
Basic $ (0.05) $ (0.06)
Diluted $ (0.05) $ (0.06)

13. CONCENTRATIONS

The Company currently sells 100% of its copper cathode production to Red Kite Explorer Fund Limited under a
definitive purchase and sale agreement dated February 2, 2008 with Red Kite, a large, well-capitalized and diversified
multinational organization; therefore, the credit risk is considered to be minimal.
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14. COMMITMENTS AND CONTINGENCIES
Financial Consulting Agreements

In June 2010, the Company engaged FTI Consulting, Inc. ( FTI ), to provide financial advisory and consulting services.
In accordance with the Agreement, the Company agreed to pay FTI an initial fee of $100,000 payable in four equal
installments between June 1 and July 15, 2010. In addition, the Company agreed to pay FTI a success fee ranging
between from 0.75% to 5.0% of the capital raised for the Company during the twelve month period ending May 31,
2011 as well as certain amounts payable should other specified transactions occur. As of June 30, 2011, the Company
had paid FTI the initial fee of $100,000 and a success fee of $191,333 related to the closing of the $8,200,000
promissory note with Fisher that occurred in July of 2010. No other success fees have been paid under the terms of the
Agreement.

In March 2011, the Company engaged Olympus Securities, LLC ( Olympus ) to provide financial advisory and
consulting services. The Company has agreed to pay Olympus a success fee ranging between 2.5% and 7.2% of the
capital raised for the Company depending on the type of transaction consummated. To date, no success fees have been
paid under the terms of the agreement with Olympus which has an initial term of six months.

Litigation

Other than as set forth below, as of June 30, 2011, the Company knows of no material, existing or pending legal
proceedings against the Company, nor is the Company involved as a plaintiff in any material proceeding or pending
litigation. There are no proceedings in which any of the Company s directors, officers or affiliates, or any registered or
beneficial shareholder, is an adverse party or has a material interest adverse to our interest. Except as discussed below,
the outcome of open unresolved legal proceedings is presently indeterminable. Therefore, except as noted below, any
settlement resulting from the resolution of these contingencies will be accounted for in the period of settlement. The
Company does not believe the potential outcome from any legal proceedings that remain unresolved will significantly
impact its financial position, results of operations or cash flows. Furthermore, it is the Company s policy to accrue for
the legal expenses associated with contingencies as the expenses are incurred.

Arizona Department of Environmental Quality (ADEQ) Compliance Order and Stipulated Judgment

On September 7, 2002, the ADEQ issued a Compliance Order requiring the Company to bring the Johnson Camp
Mine into compliance with Arizona s aquifer protection laws. Pursuant to the Compliance Order, the Company entered
into a stipulated judgment with the ADEQ which assessed civil penalties in the amount of $4,325,000. The stipulated
judgment could only be entered should a default notice issued pursuant to the Compliance Order not be cured within
45 days after notice was received. The Compliance Order further provided that any future violations of Arizona s
aquifer protection laws would subject the Company to additional civil penalties, including the entry of the stipulated
judgment and the assessment of the civil penalties described in the stipulated judgment.
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On August 15, 2007, the ADEQ declared that all components necessary for the Company s aquifer protection permit
( APP ) application were received by the ADEQ, at which time the ADEQ commenced its substantive technical review
process.

The ADEQ issued a Notice of Violation dated June 26, 2008 concerning alleged violations of the APP program and
indicating that certain violations constituted non compliance with the Compliance Order. The Company timely
responded to the Notice of Violation by submittal dated August 7, 2008, indicating that no such violations occurred. In
addition, the Company performed certain remedial type actions with respect to various areas referenced in the ADEQ s
Notice of Violation. The ADEQ responded, indicating that it was not completely satisfied with the Company s position
and response. The parties conferred and the Company submitted additional information dated January 15, 2009 in
accordance with the parties discussions. On March 26, 2009 ADEQ issued a letter to the Company indicating that the
documented compliance requirements of the Notice of Violation had been met.

On October 19, 2010, the Company was issued an APP for the Johnson Camp Mine property.

In November 2010, the Company and ADEQ reached an agreement to settle all unresolved issues resulting from the
previously issued Notice of Violation for a penalty of $65,000 and the Company s completion of several monitoring
wells and the installation of a drinking water system under a definitive schedule. These improvements are expected to
be completed by June of 2011 at an estimated cost of approximately $400,000. In conjunction with this settlement,
ADEQ also agreed to the termination of the outstanding Compliance Order. In April 2011, a Consent Judgment in
Superior Court reflecting these key provisions and resolving these matters was finalized.

Complaint by Former Employee

In January 2010, the Company received notice of Complaints filed with the U.S. Department of Labor and the Office
of the Attorney General of the State of Arizona alleging discriminatory employment practices against a former
employee in violation of Section 806 of the Corporate Criminal Fraud Accountability Act of 2002, Title VIII of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. 1514 A and Arizona Civil Rights. The Company denies all material allegations
set forth in the Complaints and has engaged legal counsel to respond to the Complaints and represent the Company
with respect to the investigations.

In January 2011, the Company received notification that the Office of the Attorney General of the State of Arizona has
dismissed the Charge of Discrimination, finding that there was no evidence to establish a violation of the Arizona civil
rights statute and that further investigation is not likely to produce any such evidence.

The Federal case under the auspices of the Occupational Safety and Health Administration (OSHA) is still pending.
The Company intends to vigorously defend itself against these matters and it does not believe that it will be held liable
for the alleged claims. The Company also believes that if the former employee is successful, the resulting award of
damages (net of insurance reimbursement) against the Company, if any, will not be material to the consolidated
financial condition of the Company.
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15. FAIR VALUE OF FINANCIAL INSTRUMENTS

Disclosures about fair value of financial instruments for the Company s financial instruments are presented in the table
below. These calculations are subjective in nature and involve uncertainties and significant matters of judgment and
do not include income tax considerations. Therefore, the results cannot be determined with precision and, in certain
cases, cannot be substantiated by comparison to independent market values and may not be realized in an actual sale
or settlement of the instruments. There may be inherent weaknesses in any calculation technique, and changes in the
underlying assumptions used could significantly affect the results.

The following table presents a summary of the Company s financial instruments as of June 30, 2011:

Carrying Estimated Fair
Amount Value
(unaudited) (unaudited)
Financial Assets:
Cash and cash equivalents $ 456,138 $ 456,138
Restricted marketable securities 686,476 686,476
Accounts receivable 234,197 234,197
Financial Liabilities:
Accounts payable $ 4,433,129 $ oloks
Accrued expenses 567,813 *okk
Accrued interest 3,469,256 oot
Copper derivatives settlement payable 11,560,918 wkE
Long-term debt 6,194,360 koo
Senior long term debt 23,257,826 Hokok
Derivative instruments 4,953,775 4,953,775

The carrying amounts for cash and cash equivalents, restricted marketable securities and accounts receivable
approximate their fair value respectively because of the short term maturities of these financial instruments. As noted
above, the Company s derivatives are carried on the condensed consolidated balance sheet at estimated fair value. As
of June 30, 2011, the fair value of the derivatives includes an aggregate counterparty credit valuation adjustment of
$128,809.

*#*%* Given the current situation with the Company s senior lender and the related default of the underlying Credit
Agreement, as amended, the Company does not believe that an estimate of the fair value of its senior long-term debt
can be made without incurring substantial time and resources. Accordingly, an estimate of the fair value of its senior
long-term debt as of June 30, 2011 is considered impracticable. In addition, due the current situation with the
Company s senior lender and the impact this situation may have on the remaining liabilities of the Company, as of
June 30, 2011, an estimate of the fair value of accounts payable, accrued expenses, accrued interest, copper derivatives
settlement payable and long-term debt is also considered impracticable.

16. SUBSEQUENT EVENTS

In August 2011, following the approval and adoption by the holders of a majority of the issued and outstanding shares
of Common Stock of the Corporation at a duly convened meeting of stockholders held in June 2011, the Company
amended its Certificate of Incorporation to increase the number of authorized common shares from 200,000,000 to
400,000,000.
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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 six month periods ended June 30, 2011 and 2010 should be read in conjunction with our unaudited
condensed consolidated interim financial statements and related notes for the three and six month periods ended June
30, 2011 and 2010. 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 referenced under the heading Risk Factors and included in
the Form 10-K for the year ended December 31, 2010.

Overview of Our Business

We are a copper mining company and our principal asset is the Johnson Camp property located in Dragoon, Arizona.
The Johnson Camp property includes the Johnson Camp Mine, an integrated open pit copper mine and a production
facility that uses the solvent extraction, electrowinning (SX EW) process. The Johnson Camp Mine includes two
existing open pits, namely the Burro and the Copper Chief bulk mining pits. As described in more detail below, we
commenced production of copper from new ore in February 2009 and achieved commercial copper cathode
production from newly-mined ore on April 1, 2009. In July 2010, we announced that in order to reduce costs,
maximize cash flow, and improve our operating efficiencies, we had temporarily suspended the mining and crushing
of ore at the Johnson Camp Mine and laid off 43 people, representing approximately half of our workforce at the
mine. We have continued to produce copper through the leaching of ore already in place on our existing pads and
processing the solution through the SX-EW plant. We expect that the production level will slowly decline until the
resumption of mining and crushing operations.

Development of Our Business

We acquired the Johnson Camp Mine from Arimetco, Inc. pursuant to a Sales and Purchase Agreement that had been
assigned to us in June 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, and from 1999 to
2003 we (through our then subsidiary Nord Copper Company) produced approximately 4,490,045 pounds of copper
cathode.

In August 2003, we placed the Johnson Camp Mine on a care and maintenance program due to weak market
conditions for copper at that time. In June 2007 when conditions improved, we began the process of reactivating the
Johnson Camp Mine.

In September 2007, Bikerman Engineering & Technology Associates, Inc. completed a technical report for us entitled,

Johnson Camp Mine Project, Feasibility Study, Cochise County, Arizona, USA, Technical Report (the Technical
Report ), and prepared 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).

In January 2008, we commenced copper cathode production from leaching old leach pads, and during 2008, we
produced approximately 2.9 million pounds of copper from residual leaching.
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In February 2008, we entered into a long-term cathode sales agreement 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 accepts delivery of
the cathodes at the Johnson Camp Mine, and pricing is based on the COMEX price for high grade copper on the date
of sale.

In August 2008, we received the Air Quality permit necessary to enable us to complete the construction related to the
reactivation of the Johnson Camp Mine.

We commenced mining of new ore upon completion of the reactivation work in January 2009, and we commenced
production of nominal amounts of copper from newly-mined ore during the testing and development phase of the
mine in February and March 2009. We achieved commercial copper cathode production from newly-mined ore on
April 1, 2009 and entered the production stage.

In July 2010, we temporarily suspended the mining and crushing of ore at the Johnson Camp Mine and laid off
approximately half of our workforce at the mine. We continue to produce copper through the leaching of ore already
in place on the existing pads and processing the solution through the SX-EW plant. The suspension resulted in an
immediate reduction of costs and enabled our Company to maximize operating cash flow from the production of
copper achieved through continued leaching of ore on the existing pads and the operation of our SX-EW plant. The
suspension provides our Company with the opportunity to further evaluate its geological data, continue column leach
testing, expand mineralogical classification of the reserve and perform additional drilling as appropriate. The resulting
improved database and geologic block model are expected to provide us with the necessary tools to optimize the mine
plan by focusing on higher grade acid-soluble ore.

Financing Activities

In June 2008, we entered into an Amended and Restated Credit Agreement with Nedbank Limited, as administrative
agent and lead arranger, which provided for a $25 million secured term loan credit facility. All of the funds available
under such facility have been used by us to finance the construction, start up and operation of mining and metal
operations at the Johnson Camp Mine. As of June 30, 2011 and December 31, 2010, this facility was fully drawn and
the outstanding balance of the credit facility was $23,257,826.

In March 2009, we sold a 2.5% royalty on the mineral production sold from the existing mineral rights at the Johnson
Camp Mine for net proceeds of approximately $4,950,000.

In November 2009, we completed an unregistered, brokered private placement of 40 million units (the Units ) for total
gross proceeds of $12,000,000. In connection with the offering, which was effected in an offshore transaction pursuant

to Rule 903 of Regulation S promulgated under the Securities Act of 1933, as amended, we paid the placement agent a
commission equal to $600,000, or 5% of the gross proceeds of the offering. Each Unit, priced at $0.30, consisted of
one common share and one common share purchase warrant. Each warrant entitles the holder to purchase one
additional common share of our Company at a price of $0.38 per share until June 5, 2012. The proceeds of the
offering were used to make debt service payments under the Nedbank credit facility, to purchase approximately
$500,000 in additional equipment, to reduce accounts payable, and for general working capital purposes.
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In March 2009, our credit agreement with Nedbank was amended and restated to provide for, among other things, the
deferral of certain principal and interest payments until December 31, 2012 and March 31, 2013. While we made the
scheduled principal and interest payment that was due on December 31, 2009 in the approximate amount of
$2,200,000, we were unable to make the quarterly payments of principal in the amounts of $1,790,099 each that were
due between March 31, 2010 and June 30, 2011 and the related interest payments that were due on those dates. We do
not have a forbearance agreement with Nedbank and Nedbank has the full authority to exercise its rights under the
credit agreement, including the acceleration of the full amount due thereunder and the institution of foreclosure
proceedings against the Johnson Camp Mine. In accordance with the credit agreement, upon missing the principal and
interest payments, the interest rate on the outstanding debt and unpaid accrued interest has been increased by 3.00% to
LIBOR plus 9.06% .

Given our default under the credit agreement, the full amount of the outstanding principal of $23,257,826 must now
be included in our Company s current liabilities. Accordingly, we have reclassified $5,356,841 of senior long-term
debt to current liabilities within our condensed consolidated balance sheet as of June 30, 2011.

Default Under Copper Derivative and Interest Rate Swap Agreements with Nedbank Capital

Nedbank Capital has also declined to extend the forbearance agreement regarding the Company s failure to make the
timely payments for the monthly settlements beginning in March of 2010 through June 30, 2011 in the aggregate
amount of $11,560,918 due under the copper derivatives agreements between the parties. Derivative contracts with an
estimated fair market value of ($4,953,775), which includes the long-term portion of the Company s interest rate swap
with Nedbank of $(7,340) that was accelerated into current liabilities due to the Company s default, are scheduled to
mature during the next twelve months.

Conversion of Fisher Sand & Gravel Company Payables to Two-Year Note

In July 2010, we reached an agreement with our largest unsecured trade creditor to convert approximately $8.2 million
of payables to a two-year unsecured note bearing interest on the outstanding principal at the rate of 6% per annum.
Under the agreement, the creditor, mining contractor Fisher Sand & Gravel Company ( Fisher ), will receive weekly
payments on the note with the amounts based on a formula related to the weekly level of copper sales made by our
Company.

As a result of our agreement with Fisher, as of June 30, 2011, the current maturities of long-term debt and long-term
debt, less current maturities, are $0 and $6,194,360, respectively, and are reflected in the condensed consolidated
balance sheet. As of June 30, 2011, the $0 amount within current maturities of long-term debt is based upon the
current state of operations wherein the Company has ceased the mining and crushing of new ore. Accordingly, in our
Company s estimate of copper production for the next twelve months, the weekly level of copper sales is such that the
payments to Fisher, as determined in accordance with the agreement, will be comprised of interest only. However, this
estimate is subject to change based upon changes made to the Company s mining operations, namely, the resumption
of the mining of new ore.
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Financial Advisory and Consulting Services Agreement with FTI Consulting Inc.

In June 2010, the Company engaged FTI Consulting, Inc. ( FTT ), to provide financial advisory and consulting services.
In accordance with the Agreement, the Company agreed to pay FTI an initial fee of $100,000 payable in four equal
installments between June 1 and July 15, 2010. In addition, the Company agreed to pay FTI a success fee ranging
between from 0.75% to 5.0% of the capital raised for the Company during the twelve month period ending May 31,
2011 as well as certain amounts payable should other specified transactions occur. As of June 30, 2011, the Company
had paid FTI the initial fee of $100,000 and a success fee of $191,333 related to the closing of the $8,200,000
promissory note with Fisher Industries in July 2010. No other success fees have been paid under the terms of the
Agreement.

In March 2011, the Company engaged Olympus Securities, LLC ( Olympus ) to provide financial advisory and
consulting services. The Company has agreed to pay Olympus a success fee ranging between 2.5% and 7.2% of the
capital raised for the Company depending on the type of transaction consummated. To date no success fees have been
paid under the terms of the agreement with Olympus which has an initial term of six months.

Delisting From TSX and OTCBB

In connection with the private placement of the Units in November 2009, we received an exemption from certain
shareholder approval requirements of the Toronto Stock Exchange (the TSX ), on the basis of financial hardship.
Reliance on this exemption automatically triggered a TSX de-listing review to confirm that we continued to meet the
TSX listing requirements. We were unable to meet the TSX s continued listing requirements and, effective as of the
close of the market on July 30, 2010; our Company s common stock was delisted from the TSX.

On February 23, 2011, our common stock was de-listed from the OTC Bulletin Board (the OTCBB ), and now trades
exclusively on the OTC Pink Sheets Market. According to the notice published on the OTCBB website
(www.otcbb.com), our common stock is no longer eligible for quotation on the OTCBB due to quoting inactivity
under SEC Rule 15¢2-11. The stock will remain ineligible for quotation on the OTCBB until the Financial Industry
Regulatory Authority, Inc. accepts a Form 211 filed pursuant to SEC Rule 15¢2-11 by a market maker who wishes to
resume quotations in the stock on the OTCBB.

Our Plan of Operations
Overview

We commenced the reactivation process at the Johnson Camp Mine in late June 2007. Our current operational plan
includes resumption of mining and crushing activities at the Mine with the view to realizing our estimated full
production rate of 25 million pounds of copper cathode per annum. However, our operational plan is subject to
availability of sufficient financing to cover the estimated $18 to $24 million in capital costs that we expect we would
have to incur during the next year, primarily for the construction of a new liner on our existing three leaching pads,
and the development and construction of a new leach pad.

Since reactivating the Johnson Camp Mine and commencing commercial production from newly mined ore in April
2009, we made considerable progress both in our mining and processing operations. However, we have also
encountered a number of challenges that have caused us to miss our targets with respect to copper output, earnings,
and cash flow. Some of the challenges that we incurred are not unusual for a start-up or reactivation of a mining
operation, but some were unexpected, such as the failure of a well casing in a primary water supply well in late
October 2009 which contributed to several months of lower-than-forecasted flow rates of pregnant leach solution
through our SX plant. This, together with unusually dry weather in the last quarter of 2009, resulted in
lower-than-expected copper production.
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In early January 2010, we placed two new wells into operation at a capital cost of approximately $400,000. This
resulted in significantly increased flow rates that now are at the levels that we forecasted as necessary to achieve our
production targets. In the first quarter of 2010, however, we experienced periods of heavier-than-usual rainfall, which
resulted in dilution of the leach solution and turbidity problems in the solvent extraction plant, again causing some
lower-than-expected production.

In addition, forecasting copper production during a ramp-up period is difficult for any reactivation of a leaching
operation where residual leaching was previously done for an extended period of time. During residual leaching,
copper is extracted from ore that was retained in the pads during normal operations. When new ore is placed on top of
these pads, some of this new copper is retained in the old pads until a more steady state is reached. This copper will
eventually be extracted over time, but during a ramp-up period, it is difficult to forecast production. During the ramp
up, we underestimated the magnitude of copper that was retained in the pads.

Due to continued copper recovery issues with the existing leach pads combined with a reduction in the amount of
mining activity stemming from inadequate capital, we were unable to become cash flow positive in the second quarter
of 2010 as anticipated. As a result, on July 2, 2010, we temporarily suspended the mining and crushing of new ore to
increase cash flow with the goal of building a new leach pad. All other operations, including leaching, SX-EW and
copper production, are continuing.

Effective December 31, 2010, based upon the historical results of the Johnson Camp Mine, with specific focus on the
recovery rates of copper mined from January 1, 2009 June 30, 2010, we revised our estimated metallurgical recovery
rate from 76.5% to 60%. Accordingly, based upon this estimate change, we took a one-time non-cash charge to cost
applicable to sales for $8,551,783 due to the reduction of an estimated 7,260,159 pounds of recoverable copper in the
current leach heaps.

Although we are now in default under our credit agreement with Nedbank and our copper hedge agreement with
Nedbank Capital, we intend to continue with our operations in the ordinary course, as we aggressively pursue certain
opportunities that we have generated to refinance and/or recapitalize our Company.

We are continuing to target a production rate of 25 million pounds of copper per year. However, we now believe that
we cannot achieve this until we have completed and put into full operation our planned new leaching pad. We expect
that the new pad, which will be about double the size of two of our existing three pads, could be operational
approximately 150 days after we have obtained the financing needed to build it (which cannot be assured at this time),
assuming that the permitting that we applied for in the fall of 2010 is also in place by that time. We estimate that we
would incur approximately $18 million in capital costs for the development and construction of the new leach pad.

In the interim, we have developed an alternative plan that is under active consideration, which should enable us to
move back into mining new ore to increase our copper production and operating cash flow in the short term. This plan
would require an approximate $6 million investment to place a liner on our existing three pads, which would enable us
to productively leach new ore there. This approach does not require any additional permits, but remains contingent on
our ability to raise additional financing to cover the cost of the new liner and provide working capital for the
approximate 60 day period it would take to complete the work, resume our mining and crushing operations and
commence leaching new ore. If we are able to proceed on this basis, we expect that a substantial portion of the funds
needed to construct the new leach pad will come from cash flow from operations.
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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 referenced under the heading Risk Factors and included
within the Form 10-K as of and for the year ended December 31, 2010.

Capital Costs

The initial capital costs to complete the reactivation of the Johnson Camp Mine were approximately $36 million. Such
costs relate primarily to: (a) the rehabilitation of solution ponds; (b) refurbishment and a modest expansion of the
SX-EW copper production facility; (c) the installation of our primary stage crusher, and the purchase and installation
of two secondary stage crushers, an agglomerator and conveying equipment; and (d) other project-related items.
Additional capital costs of approximately $8 million have been incurred to modify certain existing equipment and to
enhance the material handling portion of the operation.

We estimate we will incur an additional $18 million in capital costs during the next year, primarily for the
development and construction of a new leach pad as described above. If we decide, in the interim, to place a liner on
top of the three existing pads, we estimate that we will incur an additional $6 million in capital costs for the new liner.
These cost figures do not include estimated reclamation bonding requirements, and do not account for inflation,
interest and other financing costs. In addition, the Company must raise a portion of this capital from external sources
and we cannot be assured that we will be successful in our endeavors.

Results of Operations Three and Six Month Periods Ended June 30, 2011 and 2010

The following table sets forth our operating results for the three and six month periods ended June 30, 2011, as
compared with our operating results for the three and six month periods ended June 30, 2010.

-7 -
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Net sales

Costs applicable to sales

General and administrative expenses
Depreciation, depletion and amortization

Income (loss) from
operations

Other income (expense):
Interest expense

Three Months Ended Six Months Ended
Change Change
June 30, June 30, (Increase/ June 30, June 30, (Increase/
2011 2010 Decrease) 2011 2010 Decrease)
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited

$ 3,386,830 $ 8,703,078 $ (5,316,248)$ 8,140,174 $ 14,708,392 $ (6,568,21¢

Unrealized loss on de-designation

of copper hedges

Gain (loss) on derivatives classified

as trading securities

Miscellaneous income (expense), net
Total other income (expense)
Loss before income taxes

Provision for income taxes

Net loss
Revenue

4,279,040 4,308,551 (29,511) 8,661,845 7,669,246 992,59¢
676,623 664,352 12,271 1,194,456 1,246,396 (51,94(
230,683 461,048 (230,365) 489,987 857,941 (367,95¢

(1,799,516) 3,269,127  (5,068,643) (2,206,114) 4,934,809 (7,140,92:
(920,278) (892,624) (27,654) (1,809,486) (1,486,343) (323,14

- (13,392,853) 13,392,853 - (13,392,853) 13,392,85:

(386,531) 3,938,610 (4,325,141) (1,391,209) 3,938,610  (5,329,81¢
32,907 (84,898) 117,805 56,011 (148,072) 204,08:
(1,273,902) (10,431,765) 9,157,863  (3,144,684) (11,088,658) 7,943,97-
(3,073,418) (7,162,638) 4,089,220  (5,350,798) (6,153,849) 803,05

$ (3,073,418)$ (7,162,638)$ 4,089,220 $ (5,350,798)$ (6,153,849)$  803,05!

We commenced production of nominal amounts of copper from newly-mined ore during the testing and development
phase of the mine in February and March 2009. We entered the production stage as we achieved commercial copper
cathode production from newly-mined ore on April 1, 2009. Due to continued copper recovery issues with the existing
leach pads combined with a reduction in the amount of mining activity stemming from inadequate capital, we were
unable to become cash flow positive in the second quarter of 2010 as anticipated. As a result, on July 2, 2010, we
temporarily suspended the mining and crushing of new ore operations to increase cash flow with the goal of building a
new leach pad. All other operations, including leaching, SX-EW and copper production, are continuing.

In February 2008, we entered into a long term cathode sales agreement with Red Kite Explorer 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 accepts
delivery of the cathodes at the Johnson Camp Mine. Pricing is based on the closing COMEX price for high grade

copper on date of sale.
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We recorded revenues of $3,386,830 (including $10,767 in amortization of deferred revenue) from the sale of 816,896
pounds of copper cathode for the three months ended June 30, 2011 and revenues of $8,140,174 (including $25,050 in
amortization of deferred revenue) from the sale of 1,900,514 pounds of copper cathode for the six months ended June
30, 2011. The average realized price of copper sold during the three and six month periods ended June 30, 2011 was
$4.15 and $4.28 per pound, respectively.

We recorded revenues of $8,703,078 (including $35,973 in amortization of deferred revenue) from the sale of
2,729,194 pounds of copper cathode for the three months ended June 30, 2010 and revenues of $14,708,392
(including losses of ($1,866,237) from the settlement of copper hedges and $67,894 in amortization of deferred
revenue) from the sale of 5,151,130 pounds of copper cathode for the six months ended June 30, 2010. Revenues
during the three month period ending June 30, 2010, do not include the impact of copper derivative activity in the
amount of ($1,878,084) as these hedges were de-designated as cash flow hedges and consequently not included as an
element of revenue. The average realized price of copper sold during the three and six month periods ending June 30,
2010 was $3.19 and $2.86 per pound, respectively. The average realized price of copper sold during the three and six
month periods ending June 30, 2010 would have been $2.50 and $2.49 per pound, respectively, if the copper hedges
would have remained classified as cash flow hedges.

Costs Applicable to Sales

Costs applicable to sales represents the costs incurred in converting the ore present in existing leach pads into salable
copper cathode. The conversion process includes the mining of ore, crushing, conveying and stacking of ore on to the
pads, 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.

For the three months ended June 30, 2011, we incurred $4,279,040 of costs applicable to sales (including $3,100,225
in abnormal production costs due to the underutilization of plant capacity) from the sale of copper. For the six months
ended June 30, 2011, we incurred $8,661,845 (including $5,974,410 in abnormal production costs due to the
underutilization of plant capacity) of costs applicable to sales from the sale of copper.

The average cost per pound of copper sold during the three and six month periods ended June 30, 2011 was $5.24 and
$4.56 per pound. The average cost per pound of copper sold excluding abnormal production costs was $1.44 and
$1.41 per pound, respectively, during the same periods. The increase in the average cost per pound of copper sold
during the three and six month periods ended June 30, 2011 versus the same periods in 2010 is due to an increase in
the cost of sulphuric acid and an increase in the cost of mining new ore. Consequently, as the Company ceased the
mining of new ore in July of 2010, these 2010 cost increases caused a corresponding increase in the average cost per
pound inventoried which were subsequently charged to cost of goods sold upon sale of the related inventory.

For the three months ended June 30, 2010, we incurred $4,308,551 (including $920,065 in abnormal production costs
due to the underutilization of plant capacity) of costs applicable to sales from the sale of copper. For the six months
ended June 30, 2010, we incurred $7,669,246 (including $1,826,760 in abnormal production costs due to the
underutilization of plant capacity) of costs applicable to sales from the sale of copper.

-9.-
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The average cost per pound of copper sold during the three and six month periods ended June 30, 2010 was $1.58 and
$1.49 per pound. The average cost per pound of copper sold excluding abnormal production costs was $1.24 and
$1.13 per pound, respectively, during the same periods.

General and Administrative Expenses

Our general and administrative expenses increased to $676,623 for the three months ended June 30, 2011, compared
to $664,352 for the three months ended June 30, 2010. The increase was primarily due to a $63,880 increase in
consulting fees and an $11,710 increase in travel expense offset in part by a $49,246 decrease in compensation
expense.

Our general and administrative expenses decreased to $1,194,456 for the six months ended June 30, 2011, compared
to $1,246,396 for the six months ended June 30, 2010. The decrease was primarily due to a $156,885 reduction in
severance taxes and a $96,204 reduction in compensation expense offset in part by a $125,300 increase in consulting
fees.

Depreciation, Depletion and Amortization

Our depreciation, depletion and amortization ( DD&A ) expenses decreased by $230,365 and $367,954 respectively,
for the three and six month periods ended June 30, 2011, as compared to the three and six month periods ended June
30, 2010. The decrease was primarily due to the decrease in the amount of tons mined (as the Company halted the
mining of new ore in July 2010) and the amount of copper produced in comparison to the same period in the prior
year when the Company was mining and crushing new ore.

Other Income (Expense)

The decrease in other expense, net, of ($9,157,863) for the three months ended June 30, 2011 in comparison to the
same period in the prior year was primarily due to the losses on copper hedges that were de-designated from cash flow
hedges to trading securities in the second quarter of 2010 resulting in an unrealized loss of ($13,392,853); offset in
part by the decrease in gains (losses) on derivatives classified as trading securities of $4,325,141.

The decrease in other expense, net, of ($7,943,974) for the six month period ended June 30, 2011 in comparison to the
six month period ended June 30, 2010 was primarily the result of losses incurred from the de-designation of copper
hedges from cash flow hedges to trading securities that occurred during the second quarter of 2011 of ($13,392,853);
offset in part by the decrease in gains (losses) on derivatives classified as trading securities of $5,329,819 and an
increase in interest expense of $323,143.

Net Income

Operations resulted in a net loss of ($3,073,418) for the three months ended June 30, 2011 as compared to a net loss of
($7,162,638) for the three months ended June 30, 2010. The decrease in net loss between these periods is primarily
related to the ($13,392,853) unrealized loss recognized on the de-designation of cash flow hedges to trading securities
in 2010 and a decrease in revenues from $8,703,078 in the three months ended June 30, 2010 as compared to revenues
of $3,386,830 during the same period in 2011 as a result of the halting of mining operations on July 1, 2010.
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Operations resulted in a net loss of ($5,350,798) for the six months ended June 30, 2011 as compared to a net loss of
($6,153,849) for the six months ended June 30, 2010. The decrease in net loss between these periods is primarily
related to the ($13,392,853) unrealized loss recognized on the de-designation of cash flow hedges to trading securities
in 2010 and a decrease in revenues from $14,708,392 in the six months ended June 30, 2010 as compared to revenues
of $8,140,174 during the same period in 2011 as a result of the halting of mining operations on July 1, 2010. The
decrease in net loss during the period was offset in part by the decrease of $5,329,819 in the gains (losses) on
derivatives classified as trading securities.

Liquidity and Financial Resources

The Company s continuation as a going concern is dependent upon its ability to refinance the obligations under the
Credit Agreement with Nedbank and the Copper Hedge Agreement with Nedbank Capital, raise additional capital, and
on its ability to produce copper to sell at a level where the Company becomes profitable and generates cash flows
from operations, all of which is uncertain. If management cannot refinance its obligations or achieve its operating plan
because of sales shortfalls, a reduction in copper prices, or other unfavorable events, the Company may find it
necessary to dispose of assets, or undertake other actions as may be appropriate. Our 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 June 30, 2011 and December 31, 2010:

As of As of
June 30, 2011 December 31, 2010
(Unaudited)
Cash reserves $ 456,138(1) $ 1,120,023(1)
Working capital surplus
(deficiency) $ (43,673,356) $ (39,829,666))

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

(2) Includes $4,953,775 in current maturities of derivative contracts, $17,900,985
in current portion of senior long-term debt, $11,560,918 in copper derivatives
settlement payable and $5,356,841 of senior long-term debt that was classified
as current liabilities due to our Company defaulting on the related agreements.

(3) Includes $8,677,926 in current maturities of derivative contracts, $14,320,788
in current portion of senior long-term debt, $7,660,508 in copper derivatives
settlement payable and $8,937,038 of senior long-term debt that was classified
as current liabilities due to our Company defaulting on the related agreements.
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Cash Flows from Operating Activities

Our cash flows from operating activities during the six months ended June 30, 2011 and 2010 were $184,186 and
($397,836), respectively.

The Company recognized net losses of $5,350,798 and $6,153,849 for the six month periods ended June, 2011 and
2010, respectively. Cash provided (used) in the mining and processing of inventory amounted to $2,259,171 and
$(11,384,194) during the six month periods ending June 30, 2011 and 2010, respectively. The net losses incurred for
the six month periods ending June 30, 2011 and 2010 were significantly impacted by the unrealized loss on
derivatives classified as trading securities in the amount of $3,724,151 (2011) and $13,392,853 (2010) on the
de-designation of copper derivatives cash flow hedges partially offset by the unrealized gain of $5,816,694 (2010) on
derivatives classified as trading securities, respectively. Furthermore, the accounts payable, accrued expenses, and
copper derivatives settlement payable increased by a total amount of $5,983,126 during the six month period ended
June 30, 2011 versus an increase of $7,976,348 during the six month period ended June 30, 2010.

Cash Flows from Financing Activities

Our cash flows from financing activities during the six months ended June 30, 2011 were ($309,751) compared to
$31,711 for the same period in 2010. The increase in the net cash used by financing activities is primarily due to the
$301,068 in principal payments made on the Fisher Promissory Note during the six month period ended June 30,
2011.

Accounting Developments

There were no material changes to the Company s significant accounting policies disclosed in Note 2 to the Company s
Audited Consolidated Financial Statements included in our Annual Report on Form 10-K for the year ended
December 31, 2010, as filed with the SEC on March 31, 2011.

For a discussion of significant estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amount of

revenues and expenses see Note 2 within the Unaudited Condensed Consolidated Financial Statements.

For a discussion of recently adopted accounting pronouncements see Note 3 to the Unaudited Condensed
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.
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Item 4. Controls and Procedures

Disclosure controls and procedures 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 Chief Executive Officer and Chief Financial Officer, Wayne Morrison, is 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 June 30, 2011 (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 has concluded that our Company s
disclosure controls and procedures were effective as of June 30, 2011.

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.

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 June 30, 2011 that have materially affected, or are likely to materially affect, our internal control over financial
reporting.
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PARTII OTHER INFORMATION

Item 1. Legal Proceedings

Other than as set forth below, 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. There are no proceedings in which
any of our directors, officers or affiliates, or any registered or beneficial shareholder, is an adverse party or has a
material interest adverse to our interest. The outcome of open unresolved legal proceedings is presently
indeterminable. Any settlement resulting from resolution of these contingencies will be accounted for in the period of
settlement. We do not believe the potential outcome from any legal proceedings that remain unresolved will
significantly impact our consolidated financial position, results of operations or cash flows.

Arizona Department of Environmental Quality (ADEQ) Compliance Order and Stipulated Judgment

As previously disclosed in our annual report on Form 10 K for the year ended December 31, 2010, our Company and
ADEQ reached an agreement to settle the all unresolved issues resulting from previously issued Notices of Violation

in respect of our Company s Aquifer Protection Permit for a penalty of $65,000 and Nord s completion of several
monitoring wells and the installation of drinking water system under a definitive schedule. These improvements are
expected to be completed by June of 2011 at an estimated cost approximately $400,000. In conjunction with this
settlement, ADEQ also agreed to the termination of the outstanding Compliance Order issued on September 7, 2002.

A Consent Judgment in Superior Court reflecting these key provisions resolving these matters was finalized in April
2011. During the three month period ending June 30, 2011, the Company made payments in the amount of $16,250.
As of June 30, 2011, the remaining balance due ADEQ is $48,750.

Complaint by Former Employee

Our Company received notice of complaints filed with the U.S. Department of Labor and the Office of the Attorney
General of the State of Arizona alleging discriminatory employment practices by our Company against a former
employee in violation of Section 806 of the Corporate Criminal Fraud Accountability Act of 2002, Title VIII of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. 1514A and the Arizona Civil Rights. As previously disclosed in our annual
report on Form 10 K for the year ended December 31, 2010, in January 2011, we received notification that the Office
of the Attorney General of the State of Arizona has dismissed the Charge of Discrimination finding that there was no
evidence to establish a violation of the Arizona civil rights statute and that further investigation is not likely to
produce any such evidence.

The complaint filed with the U.S. Department of Labor remains outstanding. Our Company intends to vigorously
defend itself and does not believe that it will be held liable for these claims. We also believe that if the former
employee is successful, the resulting award of damages (net of insurance reimbursement) against our Company, if
any, will not be material to the financial condition of our Company.
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Item 1A. Risk Factors

There have been no material changes to the risk factors disclosed in Item 1A of Part 1 in our Annual Report on Form
10-K for the year ended December 31, 2010, as filed with the SEC on June 30, 2011.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

On January 5, 2011, we issued 82,418 fully-paid and non-assessable shares of common stock to Ronald Hirsch in
payment and satisfaction of certain outstanding compensation owed to him in his capacity as the Chairman of our
Board of Directors. The shares were issued at a deemed issue price of $0.14 per share (the total deemed issue price
being $11,538), relying on Section 4(2) of the Securities Act of 1933, as amended, and Rule 506 of Regulation D
thereunder.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

We have not purchased any of our shares of common stock during the period covered by this quarterly report on Form

10-Q.
Item 3. Defaults upon Senior Securities

Nedbank Limited, our Company s senior lender, has declined to extend the forbearance agreement with respect to the
scheduled quarterly principal and interest payments that were due between March 31, 2010 and June 30, 2011 under
our Company s $25,000,000 secured term-loan credit facility with Nedbank. We are now in default of our obligations
under the Amended and Restated Credit Agreement with Nedbank dated March 31, 2009, and the full amount of the
outstanding principal and accrued and unpaid interest as of June 30, 2011 must now be included in our Company s
current liabilities, together with any additional amounts payable under the credit agreement. Accordingly, our
Company has reclassified $5,356,841 of senior long-term debt to current liabilities within our condensed consolidated
balance sheet as of June 30, 2011.

Given this default, Nedbank has full authority to exercise its rights under the credit agreement, including the
acceleration of the full amount due there under and the institution of foreclosure proceedings against the Johnson
Camp Mine. Nedbank has not served our Company with a formal notice of default under credit agreement, which is a
precondition to such exercise of Nedbank s rights of acceleration and foreclosure. In accordance with the credit
agreement, upon missing the March 31, 2010 principal and interest payment the interest rate on the outstanding debt
and unpaid accrued interest was increased by 3.00% to LIBOR plus 9.06% .

Nedbank Capital has also declined to extend the forbearance agreement regarding our Company s failure to make the
monthly payments due between April 6, 2010 and July 6, 2011 under the copper hedge agreement between the parties.
Accordingly, although Nedbank Capital has not served our Company with a formal notice of default, we are in default
under the copper hedge agreement.
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Item 4. (Removed and Reserved)
Item 5. Other Information
Not applicable.

Item 6. Exhibits

Exhibit
Number Description

Articles of Incorporation and By law

3.1 Certificate of Incorporation (as amended) of Nord Resources Corporation(!
3.2 Amended and Restated Bylaws of Nord Resources Corporation®
3.3 Amendment to Amended Certificate of Incorporation ©)

Instruments defining the rights of security holders, including indenture

4.1 Pages from Amended and Restated Bylaws of Nord Resources Corporation defining the rights of holders
of equity or debt securities (1)

4.2 Deed of Trust and Security Agreement and Fixture Financing Statement with Adjustment of Leases and
Rents Filing among Nord Resources Corporation , First American Title Insurance Company and Nedbank
Limited dated July 31, 2007 (13

43 Hazardous Materials or Wastes Indemnity Agreement between Nord Resources Corporation and Nedbank
Limited dated July 31, 200713

Material Contracts

10.1 Executive Employment Agreement between Nord Resources Corporation and Ronald A. Hirsch dated
January 2, 2004

10.2 Office Lease between Issa and Henrietta Hallaq, landlords, and Nord Resources Corporation, tenant, dated
January 5, 2006(®)

10.3 Addendum to Office Lease between Issa and Henrietta Hallaq, landlords, and Nord Resources
Corporation, tenant, dated June 1, 201113

10.4 Amended and Restated Waiver Agreement And Amendment of Employment Agreement between Nord
Resources Corporation and Ronald Hirsch dated October 18, 2006 )

10.5 Long Term Cathode Sales Agreement effective February 1, 2008, with Red Kite Explorer Fund Limited
(Portions of this document have been omitted and filed separately with the SEC pursuant to a Request for
Confidential Treatment filed under 17 C.F.R. 200.80(b)(4) and 240.24b 2§)

- 16 -

56



10.6

10.7

10.8

10.9

10.10

10.11

10.12

Edgar Filing: NORD RESOURCES CORP - Form 10-Q

Executive Employment Agreement between the Company and Wayne Morrison dated September 9, 2008.
®

Processing Agreement with Texas Canyon Rock & Sand, Inc., dated October 31, 2008 )
Amended and Restated Credit Agreement dated as of March 31, 2009 among Nord Resources
Corporation, Cochise Aggregates and Materials Inc., Nedbank Limited and the Lenders from time to time

party thereto (10)

Royalty Deed and Assignment of Royalty dated as of March 31, 2009, from Nord Resources Corporation
to IRC Nevada Inc. 10

Forbearance Agreement between Nord Resources Corporation and Nedbank Limited dated March 30,
2010 (10

Forbearance Agreement between Nord Resources Corporation and Nedbank Limited dated April 22,
201001

Forbearance Agreement between Nord Resources Corporation and Nedbank Capital Limited dated April
27, 201042

Subsidiaries of the Issuer

21.1 Subsidiaries of the Issuer:
Cochise Aggregates and Materials, Inc. (Incorporated in Nevada)

Certifications

31.1 Certification of Chief Executive Officer pursuant to Rule 13a-14 and Rule 15d-14(a). promulgated under
the Securities and Exchange Act of 1934, as amended(!3)

31.2 Certification of Chief Financial Officer pursuant to Rule 13a-14 and Rule 15d-14(a). promulgated under
the Securities and Exchange Act of 1934, as amended(!3)

32.1 Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002(13)

Additional Exhibits

99.1 Nord Resources Corporation Amended and Restated 2006 Stock Incentive Plan (8

99.2  Nord Resources Corporation Performance Incentive Plan for the period from July 1, 2007 to December
31, 2008 ©

99.3  Nord Resources Corporation 2010-2011 Bonus Plan (13)
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Incorporated by reference from our annual report on Form 10 KSB for the year ended December 31, 2004, filed
with the SEC on January 17, 2006.

Incorporated by reference from our current report on Form 8 K dated February 15, 2006, filed with the SEC on
February 16, 2006.

Incorporated by reference from our current report on Form 8 K, filed with the SEC on May 31, 2006.
Incorporated by reference from our current report on Form 8 K, filed with the SEC on October 23, 2006.

Incorporated by reference from our quarterly report on Form 10 QSB for the quarter ended March 31, 2007, filed
with the SEC on May 9, 2007.

Incorporated by reference from our quarterly report on Form 10 QSB for the quarter ended June 30, 2007, filed
with the SEC on August 14, 2007.

Incorporated by reference from our annual report on Form 10 KSB for the year ended December 31, 2007, filed
with the SEC on March 26, 2008.

Incorporated by reference from our current report on Form 8 K dated September 9, 2008 and filed with the SEC
on September 12, 2008.

Incorporated by reference from our current report on Form 8 K dated October 31, 2008 and filed with the SEC
on November 5, 2008.

Incorporated by reference from our annual report on Form 10-K for the year ended December 31, 2008 and filed
with the SEC on March 31, 2009.

Incorporated by reference from our current report on Form 8 K dated April 22, 2010 and filed with the SEC on
April 23, 2010.

Incorporated by reference from our current report on Form 8 K dated April 27, 2010 and filed with the SEC on
April 29, 2010.

Filed herewith.
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SIGNATURES

In accordance with the requirements of the Exchange Act, the registrant caused this report to be signed on its behalf
by the undersigned, thereunto duly authorized.

NORD RESOURCES CORPORATION

By: /s/ Wayne M. Morrison
Wayne M. Morrison
(Principal Executive Officer, Principal Financial Officer and Principal Accounting Officer)
Chief Executive Officer and Chief Financial Officer
Date: August 15, 2011
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