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WHARF RESOURCES (USA) INC.

Oct. 26, 2011

To: Steve Palmer
DOT
Rapid City, SD

RE: Public notification of Mine Expansion and Hwy 473 relocation.

Steve,

Attached is information that has been circulated to home owners or posted in local newspapers
that concerns the mine expansion and hwy473 reroute. The following is guide to the

attachments.

Item:
Lost Camp Annual Meeting Notification.pdf

Affidavit of Publication.pdf

CUP Atrticle.pdf

CUP handout.pdf

CUP Posting 4-6.pdf

Findings & conditions.pdf

Goldcorp Wharf Info Circular.pdf

May 2011 CUP Presentation

Use:

Sent to all home owners in Lost camp
notifying of the annual meeting where we
presented the power point also attached.

newspaper article verification of LSMP
application, mentions reroute of hwy 473.

Newspaper article concerning CUP and
reroute of hwy 473.

handout given to public during Lawrence
County CUP hearings, at both the
commissioners meetings and planning &
zoning meetings that were required.
(three public meetings total)

Pictures of the required postings for CUP
public hearing for the mine expansion. (two
separate postings prior of each CUP
hearing).

Public notice of Request for CUP

Sent to all Lost Camp Home owners via
president of the road district and home
owners association. Detail of our expansion
project.

Power point presentation given to all public
hearings during the CUP process and at the
Lost Camp Annual Homeowners meeting.

10928 Wharf Road e Lead, South Dakota 57754-9710
Telephone (605) 584-1441 ¢ Fax (605) 584-4184
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WHARF RESOURCES (USA) INC.

Newspaper CUP 398 & Buffer Zone Waivers PZ & CC PH (1 & 2) Public Notice put in
local newspaper.

Notification of Mine Permit App from DENR.pdf Large Scale Mine Permit application
submitted by the DENR to the public
in the local paper.

We have had three (3) public hearings that were advertised in the local papers, each hearing the
power point presentation was given. Before two of the CUP public hearing postings were placed
along Hwy 473 for ten days each stating of the hearing and the ground affected. We also
presented the same presentation at the Terry Valley Road District and Landowners Association
Annual meeting. All home owners were mailed the notification of the meeting and that Wharf
Resources would be giving a presentation on the expansion, which included the reroute of Hwy
473. In addition the Goldcorp Wharf Info Circular was delivered to the home owners by the
President of the Road district concerning the expansion, again mentioning the reroute of Hwy
473. Plus the DENR posted in the local newspaper the application of the LSMP which included
the reroute of hwy 473 in the article.

At both the CUP hearings and Terry Valley Annual Meeting there was no concern of the reroute
of highway 473 mentioned.

Hopefully this will take care of what you need.

Sincerely,
Yy
Ken Nelson

Operations Manager
Wharf Resources
Lead, SD 57702

10928 Wharf Road e Lead, South Dakota 57754-9710
Telephone (605) 584-1441 ¢ Fax (605) 584-4184



Affidavit of Publication

STATE OF SOUTH DAKOTA:

COUNTY OF LAWRENCE:

Letitia Lister of said County and State being first duly sworn,

on her oath says: That the BLACK HILLS PIONEER is a legal daily
newspaper of general circulation, printed and published in the City of
Spearfish, in said County and State by Letitia Lister, and has

been such a newspaper during the times hereinafter mentioned; and
that said newspaper has a bonafide circulation of at least 200 copies
weekly, and has been published within said County in the English lan-
guage for at least one year prior to the first publication of the notice
herein mentioned, and is printed in whole or in part in an office main-
tained at the place of publication; and that I, Letitia Lister, the
undersigned, am the Publisher of said newspaper and have personal
knowledge of all the facts stated in this affidavit; and that the adver-
tisement headed:

‘\\_)O"‘"\\c_"zt—:.—f of b \\ nC?
A‘b&\v catton

a printed copy of which is hereto attached, was printed and published

in said newspaper for .2l successive E:"Ed consecutive weeks, the
first publication being made on the _0®%=day of J\.d\, ,2all , and
the last publication on the D}?&— day of J , 2ol {_, that the full
amount of fees charged for publishing same, to-wit: The sum of

$ S6.4'7 |, insures solely to the benefit of the publisher of the BLACK
HILLS PIONEER, that no agreement or understanding for a division
thereof has been made with any person and that no part thereof has

been agreed to be paid to any other person whomsoever.

Subscribad and sworn 1 befors me thls |2 day ohaé\,% . 50 W\

(J\ \jc“hvguu\a\&

Notary Public, Lawrence County, South Dakota
My commission expires: 10-24-2016

NOTICE OF FILING
APPLICATION FOR
LARGE SCALE
MINING PERMIT

‘Wharf Resources
(USA), Inc., 10928 Wharf

' Road, Lead, South Dakota

57754, hereby gives notice
that an application for a
permit to mine gold and
silver has been filed with
the South Dakota
Department of
Environment and Natural
Resources for its proposed
mine expansion project.
The resident agent is CT

" Corporation System, 319

S. Coteau Street, Pierre,

* South Dakota 57501. The

T

legal location of the opera-
lion is portions of Sections

1, 2, 3, and 12; T4N-R2E,
Sections 6 and 7; T4N-
R3E, and Sections 33 and

. 36; T5N-R2E, Lawrence

County. The general loca-

_ tion is approximately four

P —— —— W e e

miles west of Lead, South
Dakota.

The proposed mine
expansion project will
involve open pit mining

: and disposal of overburden

primarily to the south and
west of the existing Wharf

I and Golden Reward

Mines. A portion of the
reclaimed Golden Reward
Mine will be redisturbed

t during the project. Ore

! extracted from the expan-
* sion area will be hauled to
¢ the existing heap leach

facility at the Wharf Mine

, for processing. As new

mine areas are developed,

waste rock and overburden

will be used to backfill pre-
viously mined areas. A

| portion of State Highway
. 473 will be relocated dur-

ing the project.  Wharf
Resources plans to disturb
approximately 298 acres
within the 528 acre expan-
sion area, and total produc-
tion is estimated to be
about 175 million tons of
material. The proposed
expansion will extend the
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Terry Valley Road District
Terry Valley Landowners Association
P.O. Box 186
Lead, SD 57754
605-490-1887

mshale@cabinhelpers.com
May 1, 2011

Notification of Annual Meetings

This meeting is very important as we will have presentations regarding extensive Whayf mining
expansion along with Lawrence County Invasive Species director talking about the bark
heetle infestation and noxious weed controls, rules, and reguiations,

If you have a tree on your property identified by Lawrence County with a red paint mark at
about eye level as bark beetle infested it is important that you have this tree removed as guickly

as possible.

The annual Landowners meeting and informational portion of the annual Road District meeting
will be held Saturday, June 4", 2011 at 4:00 p.m. in the Stewart Ski Lodge on Terry Peak.

The Terry Valley Landowners Association handles all building permits, adherence to the
development’s covenants, and all other general development matters. All landowners are
members of the Landowners Association and are assessed an annual fee to cover the expenses
incurred in managing the development.

The Terry Valley Road District handles road maintenance and is by law a governmental
subdivision of the state of South Dakota,

Remember, if you are building a new cabin or garage or storage building or are remodeling the
outside of your existing cabin, you will need to obtain building permits from both Lawrence

County and from the Landowners Association,

We have been notified by the South Dakota Department of Health that all property owners in the
business of renting their cabin/vacation home must obtain a lodging license from the State of
South Dakota. If you rent and have not already done so, please contact the SD Department of
Health, 615 East Fourth Street, Pierre, SD 57501-1700, 605-773-4945 for application forms,
rules and regulations, license fees, etc.

Terry Valley Landowners Association President
Terry Valley Road District General Manager




Terry Valley Landowners Association
Agenda
June 4, 2011

Call to Order (4:00 p.m.)
Presentation and Questions

*Wharf Resources Mining Expansion (4:00 — 4:45 p.m.)
*Terry Peak Chairlift Co. (4:45 —5:00 p.m.)

*Lawrence County Invasive Species (5:00 — 5:20 p.m.)
*Environmental (5:20 — 5:40 p.m.)

*Tom Marsing Wrap Up (5:40 — 5:50 p.m.)

*Break (5:50—6:00 p.m.)

*Approval of Minutes (6:00—-6:10 p.m.)
*Financial Report (6:10 —~ 6:20 p.m.)
*Slate of Directors (6:20 - 6:25 p.m.)
*Adjourn (6:30 p.m.)

Terry Valley Road District
Agenda
June 4, 2011

Call to Order (6:30 p.m.)

Approval of Minutes ( 6:30 — 6:40 p.m.)
Financial Report (6:40 —6:45 p.m.)

General Manager’s Report (6:45 — 6:55 p.m.)
Open Discussion (6:55 p.m.)

Adjourn
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Ken Nelson explained s address 1o
the board that the proposed expansion 1s._ _
primarily located to the south and west.. .

. of the existing Wharf and Golde .
Reward Mines, but a small séction
also located north of the Wharf Mine. -~

Of the roughly 600 acres,- 250 would.
be disturbed for mining’ pmposes W’hll
350 acres would be used for buffer’. =+
zones and roadways. "Approximately 118 o g '
acres would involvé néw d.lsmrbance, -+¥  tion of State nghway 473. and
involving mining outside Whalfs our=+’ Lawrence: County Road; the.costs

;. grazing, recreat:ou, home sites and
- industrial or commercial developmem.

. Recreation and development will pri- -

" marily revolve around Terry Peak ski

Y

rent boundaries. which will be at-Wharf's expense. .
There are two main areas of interest: Project-estimates of the Highway 473
in the vicinity of the Golden Reward:- reroute is-$4.5-million; - '

Mine and on the Portland Ridgeline.: .
The new mining would take place in.
stages, beginning in the GreenMonnlam

area from 2012 'or 2013 thmugh 2017,
the Golden Reward from 2014 to 2016
and in 2016, moving into the Portland
‘Ridgeline, where Wharf would 1 mme o
deeper into existing pnts

Nelson emphasized that Terry
Cemetery is outside the disturbarice
area. :

Mmmg in the expansmn afea=w1]1 be

than : pnl 15 1fyou plan to ail



Summary of: WHARF EXPANSION PROJECT
CONDITIONAL USE PERMIT APPLICATION

Wharf Resources (USA), Inc.
10928 Wharf Road
Lead, South Dakota 57754
605.584.1441

prepared for

Lawrence County
Planning and Zoning Office
90 Sherman Street
Deadwood, South Dakota 57732
605.578.3871

May 2011
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EXTRACTIVE INDUSTRY CONDITIONAL USE PERMIT REQUIREMENTS

The contents of this document were prepared to address the requirements of the Lawrence County Zoning
Ordinance for a new Extractive Industry Conditional Use Permit (CUP). This application was prepared in
association with the large-scale mining permit application submitted to the South Dakota Department of
Environment and Natural Resources (SD DENR) in February 201 1.

Table 1-1, page 2, lists applicable ordinances and the location of pertinent information within this
document. The Board of County Commissioners, when reviewing the application for a CUP, shall consider
criteria under Lawrence County Zoning Ordinance Chapter 20 Section 1.12; these ordinances and the section
of this document where they are addressed are provided in Table 1-1. For brevity, ordinance Chapter 20
Section 1.18 is not included in Table 1-1 as it follows the exact same criteria for consideration under Section
1.12. Appendix 1 contains operator information required under e-CFR 3809.301. Table 1-2, page 5, includes
a list of exhibits or maps, included in Appendix 8 of this application, and the applicable ordinance.

PROJECT OVERVIEW

The project area is located approximately 4 miles west of Lead, South Dakota, in the Bald Mountain
Mining District (see Exhibit I, Project Location Map, in Appendix 8). The existing Wharf Mine is located in
Sections 1, 2, 3, and 4, T4N, R2E, and Sections 25, 26, 33, 34, 35, and 36, T5N, R2E of the Black Hills
Meridian (BHM), Lawrence County, South Dakota. Golden Reward Mine is located in Sections 1 and 12,
T4N, R2E, and Sections 6 and 7, T4N, R3E of the BHM. The proposed expansion is primarily located to the
south and west of the existing Wharf and Golden Reward Mines, respectively, but a small section is also
located north of the Wharf Mine. The property is accessed by Wharf Road and State Highway 473 (Nevada
Guich Road), which leads west from Lead through the proposed Expansion Area. The proposed Expansion
Area covers approximately 605.5 acres of private land, including portions in Sections 1, 2, 3, and 12, T4N,
R2E, Sections 6 and 7, T4N, R3E, and Sections 33 and 36, TSN, R2E of the BHM (see Exhibit 1.1, in
Appendix 8).

Mining in the Expansion Area will be an open-pit, truck-and-shovel operation similar to ongoing operations
at Wharf Mine. Total production is estimated to be about 175 million tons of material (see Section 3.1). Both
gold and silver will be produced. Tt is anticipated that mining the Expansion Area at Whatf will increase the
life of the mine by 7 years, extending the total life of the mine currently from 2012 to 2019 or 2020,

The proposed project will involve open-pit mining and disposal of overburden. Ore extracted from the
Expansion Area will be trucked to the existing permitted Wharf Mine heap-leaching facility for processing.
The operation will require modification of State Highway 473 and Lawrence County Road, the costs of which
will be at Wharf’s expense and subject to the approval of the South Dakota Department of Transportation (8D
DOT) and Lawrence County. The highway and road modification will result in surface disturbance but will
not be located within a mining disturbance area. The proposed project does not require the movement or
relocation of any processing equipment. Processing of gold and silver at the Wharf Mine processing plant will
not substantially change as a result of the Expansion Project. However, additional area is being permitted near
the process area for construction if needed. Ore will continue to be milled at Wharf’s crushing plants and gold




will be heap-leached on heap-leach pads. The process solution, percolated through the leach pad designed to
dissolve the gold, will be a liquid sodium cyanide, as is currently used.

As new mine areas are developed, waste rock and additional overburden material will be used to backfill
previously mined areas. Neutralized spent ore will primarily be deposited in the permitted localities that may
include the American Eagle Pits, Upper Reliance Depository, and/or denitrification pads {(see Section 6.10.2.5).
No spent ore is scheduled to be deposited within the new Expansion Area. Wharf’s legal right to dispose of
spent ote is evidenced by State Mine Permits 356, 434, 435, 450, and 464 and Groundwater Discharge Permits
(GWD) GWD 1-88, GWD 2-90, GWD 1-94, GWD} 1-98, and GWD 5-88.

The postmining land use planned is a mixture of rangeland or woodland grazing, recreation, home sites,
and industrial or commercial development. In the past, Wharf has reclaimed land for use as woodland grazing,
This has provided beneficial uses such as habitat for many species. Recreation and development will primarily
revolve around Terry Peak ski area and allow for expansion of existing ski runs and facilities. Additionally, a
portion of the existing Golden Reward Permit that was recently released from reclamation is being repérmitted
under this application for the purpose of conducting additional mining and changing the designated postmining
land use for areas within Golden Reward. Reclamation of disturbed areas will be accomplished by
recontouring, resoiling, and revegetating the fand in accordance with accepted reclamation techniques. Further
reclamation details are provided in Chapter 6.0 of this application.

Pursuant to South Dakota Codified Law (SDCL) 45-6B-33, Wharf Resources’ proposed mining operation
is not located on unsuitable land and submits that the following conditions can be mitigated:

1. Reclamation of the affected land pursuant to the requirements of Chapter 45-6B is physicaily or
economically feasible as described in Chapter 6.0 of this submittal.

2. Substantial deposition of sediment in stream or lake beds, landslides, or water pollution can feasibly be
prevented as described in Chapter 5.0 of this submittal.

3. The land to be affected by this mining application does not include land that is special, exceptional,
critical, or unique as defined in SDCL 45-6B-33.3, and satisfactory mitigation is possible.

4. The proposed mining operation will not result in the loss or reduction of long-range productivity of
aquifer, public and domestic water wells, watershed lands, aquifer recharge aveas, or significant
agricultural areas (see Sections 3.3 through 3.4.3 of this submittal).

5. The biological productivity of the land is such that the loss will not jeopardize threatened or
endangered species of wildlife indigenous to the area. In fact, no state or federally listed threatened or
endangered species were identified within the proposed permit area (see Section 3.7.3 of this
submittal).

6. No adverse socioeconomic impacts of the proposed mining operation were identified that outweigh the
beneficial impacts of the operation (see Chapter 4.0 of this submittal}.



PERMITTING HISTORY

Wharf Resources currently has several active state and county mining permits. These permits are listed in
chronological order in Table -3, page 9 of this document.

PROJECT DESCRIPTION PER SDCL 45-6B-96

The proposed project will not be affected by SDCL 45-6B-96, which allows extension of up to 200 acres of
sutface-mining disturbed land for each active Large-Scale Mine Permit. As shown in Table 1-3, Wharf
Resources has maintained three active mine permits and is allowed to expand by up to 600 additional acres of
newly disturbed land. As of December 31, 2009, 420 acres of land at Wharf and 408 acres of land at Golden
Reward have been reclaimed; those acres are also available to be applied to the expansion limit for a total
allowable expansion limit of approximately 888 acres. The enclosed permit proposal includes 279 acres of
disturbance.

PROPERTY DESCRIPTION

The Wharf Expansion Project, consisting of 96 patented and 11 unpatented mining claims, is located in
Lawrence County, South Dakota. The proposed Expansion Project includes portions of Sections 1, 2, 3, and
12, T4N, R2E; portions of Sections 6 and 7, T4N, R3E; and portions of Sections 33 and 36, TSN, R2E of the
BHM. The proposed permit boundary and ownership is shown on Exhibit 1.1 and Exhibit 3.1 in Appendix 8.
The Wharf Expansion Project has a permit area estimated to be 605.5 acres in size, 279 acres of which will be
affected (254 surface mining disturbance acres, 8 acres of roads, and 17 acres of topsoil stockpiles).
Undisturbed areas are reserved for potential expansion of operations, vegetation buffer zones, site continuity,
and visual screening., The permitted to affected land ratio is 2.17:1.

Access to the Expansion Area is from State Highway 473 (Nevada Guich Road) and a new haul road
between Wharf and Golden Reward. For additional information about the highway relocation plans and traffic
movement during operations, refer to Section 5.1 and Exhibits 22 and 29 in Appendix 8.

TOPOGRAPHY

The proposed Wharf Expansion Area lies along the southern edge of the existing Wharf Mine in the
northern Black Hills, Elevations within the Expansion Project range from 5,800 to 6,600 feet. The topography
of the surrounding area is characterized by moderate to steep-sloping hills intersected by narrow drainages.
Terry Peak, with an elevation of 7,064 feet, lies immediately south and west of the proposed project. A
topographic contour map of the area is presented on Exhibit .1 in Appendix 8.

The only drainage within the new expansion area is upper Nevada Gulch, although the site contributes to
Deadwood Creek, Long Valley, Lost Camp Gulch, Annie Creek, Fantail Creek, and Stewart Gulch. There is
nothing significant about the topography of the expansion area in that it is similar with the topography of the
north-central Black Hills.




ADJACENT LAND USE

The Expansion Project is surrounded by patented and unpatented mining claims. The area is adjoined on
the southern margin of the existing Wharf Mine and the western margin of Golden Reward Mine. The
predominant uses of those lands are open-pit gold mining and mineral exploration. Golden Reward has
primarily been reclaimed to woodland grazing., Other adjacent land uses include logging, wildlife habitat, rural
residential housing, and recreation including skiing.

Land within the vicinity of the Expansion Project is zoned Park Forest District (PF), Highway Service
Commercial {(HSC), and Suburban-Residential (SRD}) under terms set forth by the Lawrence County Zoning
Ordinance (see Exhibit 31). The project will not require a zoning change as mining activity is allowed in all
zoning districts, subject to the acquisition of a conditional use permnit, as described in Section 5.11.6.A.2 of the
Lawrence County Comprehensive Plan. The proposed postreclamation land uses include rangeland,
recreation, industrial, and home site development (see Section 6.2.2).

COUNTY CONDITIONAL USE PERMIT BOUNDARY AND BUFFER ZONE

The Wharf Expansion Project is located predominantly on private tand with a few small parcels of public
land. The CUP boundary will follow the permit boundary and is shown on Exhibit 1.1 in Appendix 8.

The Lawrence County Comprehensive Plan requires all large-scale mines to implement a 500-foot
minimum buffer zone between the disturbed land and any adjacent landowner. An exception to this
requirenient exists when an operator secures a waiver from the landowners. Landowners within this buffer
zone include Black Hills Chairlift Company, U.S. Bureau of Land Management (BLM), SD DOT, US Forest
Service, and Terryville Volunteer Fire Department; all required buffer waivers are in place (see Appendix 2),
An ownership listing of those lands within and adjoining the proposed expansion mine permit area can be
found in Appendix 1 and on Exhibit 3 in Appendix 8.

Little to no interference with use or enjoyment of other property within 500 feet of the proposed
disturbance area is anticipated. Construction efforts on State Highway 473 (see Section 5.1.1) will cause
minor and temporary disturbance in traffic flow, but at no point will the road be closed to local traffic.
Seasonal mining near the base of Terry Peak will ensure there is minimal interference with winter recreational
opportunities (see Section 4.6). All landowners within 500 feet of the permit boundary have given Wharf
Resources approval to waive their right to a buffer zone. However, Wharf will continue to make efforts to
adequately compensate those buffer zone landowners for any injury or major interference with the use of their
property beyond what has been previously agreed to by the landowner. In accordance with Lawrence County
Zoning Ordinance, Chapter 20 Section 1,18 subpart 2, “the landowner shall have the burden of establishing the
injury or interference, substantial diminishment or impairment to his/her property or property values by a
preponderance of the evidence.”




LEGAL RIGHT TO ENTER AND MINE

Wharf Resources has the legal right to conduct mining within the proposed permit area boundary. Wharf
Resources owns or controls all the mineral rights within the Expansion Project. Refer to Appendix 1 for
details on mineral ownership.

Wharf Resources also owns or controls all the surface rights within the Expansion Area except for small
fractions of BLM land, State Highway 473 (including the right-of-way), and parcels owned by Black Hiils
Chairlift Company. About 3.15 acres of BLM land will be affected by the project. Wharf will submit a letter
to the BLM and is awaiting approval to affect the BLM parcels. In the interim, Wharf has secured the BLM’s
approval of the mining and Reclamation Plans. State Highway 473 will be modified by this Expansion
Project; the applicant has notified the SD DOT and Lawrence County and is working with them to meet all
requirements. Refer to Appendix 1, Land Ownership, for details on surface ownership. Proof of consultation
with adjacent landowners is focated in Appendix 2 and includes Black Hills Chairlift Company, BLM, SD
DOT, US Forest Service, and Terryville Volunteer Fire Department. Ownership change of the BLM land is
not expected to be completed in the near future.

Whatf Resources, a Montana General Partnership, is the operator. In accordance with SDCL Chapter 37-
11, the partnership has a current certificate on file at the Lawrence County Register of Deeds’ oftice, which
identifies its general partners as Wharf Resources (USA), Inc. and Wharf Resources Ltd. CT Corporation is
the registered agent for the general partnership in the county records.

SOCIOECONOMIC ASSESSMENT

Wharf’s proposed expansion qualifies as a large-scale mine under Lawrence County’s Zoning Ordinance
and the South Dakota Codified Laws. Under these statutes, applicants seeking to develop a large-scale mine
are required to file a socioeconomic assessment, The statutes identify the basic factors to be addressed in such
an assessment, which generally include demographic factors (population impacts), ecotomic issues
(employment and income/ expenditures), social considerations (education, public safety, and utility services),
and quality of life issues (health, parks, and recreation). This assessment outlines the economic, fiscal, and
social impacts likely to be associated with the Wharf expansion.

Socioeconomic studies are different when a given permit is associated with an entirely new operation than
when a permit only extends the life of a project. In this case, the proposed mining permit is simply extending
the life of the mining operation with the total number of employees and spending not projected to significantly
change from levels experienced over the past 10 or 15 years, In fact, adverse socioeconomic impacts would be
more likely to occur if the proposed expansion was not permitted.

The following sections summarize the socioeconomic findings of the study conducted to assess the impacts
of the proposed expansion. The complete socioeconomic assessiment, completed by Dr. Michael Madden, is
located in Appendix 7.




KEY PROJECT PARAMETERS

The proposed expansion permit would extend the life of the mine approximately 7 years. Approximately 2
years of mine life currently remain; thus, the approval of the proposed expansion would extend the life of the
mine to 2019 or 2020. Also, the expansion would maintain the current number of employees at about 155
people. There should be no additional impact to the existing requirements for country law enforcement, fire
protection, water needs, sewer, solid waste handling, county roads, or health services with the extended mine
life.

FISCAL TRENDS AFFECTING LAWRENCE COUNTY

A comparison of Wharf Resources fiscal activity to Lawrence County fiscal activity was made for
employment, income, and directly and indirectly traceable expenditures to estimate the economic influence
Wharf Resources has on the local economy. The complete socioeconomic analysis is available in Appendix 7.

Historically, per capita income in Lawrence County was approximately 95 percent of the state average.
Even though mining and its relatively high wage rates was a boost to overall per capita earnings in the county,
a large component of the work force has been involved in lower paying service sectors. When mining
employment dropped in the mid to late 1990s, per capita earnings in the county fell to near 80 percent of the
state average. With growth in other sectors of the economy, per capita wages relative to the state have
rebounded to their historic level of 95 percent of the state average. The sectors that have contributed to the
improvement in earnings relative to the entire state over this decade include wholesale trade, finance,
insurance, real estate, and some service sectors [Madden, 2010].

Income has been growing in Lawrence County over fong periods of time. In 1989, total income from all
sources was about $290 million. By 2007, the last year for which data are available, it had grown to $793
million., The change in income was significant subsequent to the enactment of legal gaming in 1989. A
leveling off of the growth rate happened in the late 1990s because of the reduction of mining activity and the
loss of relatively high-paying jobs. Between 2000 and 2010, income increased again at a quite rapid rate, The
rate of growth for Lawrence County is quite comparable to that which occurred in the entire state of Wyoming.
Over this span of time, statewide income in Wyoming grew by 277 percent while Lawrence County income
grew by 274 percent. The importance of the contribution of mining sector earnings is quite apparent when
isolating wage and salary income from total county income. Wage and salary income reached a peak in 1996,
then dropped off significantly in the following years because of the reduction in gold mining activity. This loss
in income spilled over into other sectors as the multiplier impact in sectors supported by the mining industry
took effect. Wage and salary income did not recover to 1996 levels until 5 years later in 2001. From 2001 to
2008, income from wages and salaries rose significantly each year [Madden, 2010].

There are a number of significant changes that have allowed the local economy to thrive during the
reduction in mining jobs in the county, with three developments that stand out. One impact concerns the
development and continued growth of gaming and the associated growth of the vacation travel industry. Major
inroads are also expected to occur in business and convention business with the recent development of
expanded facilities tailored to that purpose. A second impact involves the transformation of the city of
Spearfish into a major shopping and service location in the Northern Black Hills region. This region extends




well into Wyoming and perhaps into some sparsely populated areas of southeast Montana. A third
development in the early stages of producing economic benefit to the area is the conversion of part of the
underground Homestake Mine to a scientific laboratory. This development has the potential to increase
employment opportunities in the skilled and higher salaried job positions [Madden, 2010]. It has been shown
that mining jobs will continue to serve as an impottant source of income for families in the Northern Black
Hills that are likely to be very much needed in the region as other new economic opportunities continue to
develop [Madden, 2010}

WHARF’'S CONTRIBUTIONS TO THE LOCAL AND REGIONAL ECONOMIES

Wharf Resources began mining in Lawrence County in 1974 and is considered a major Lawrence County
employer since 1982.

All of Wharf’s employees live in the Black Hills, Almost one-half of the employees (45 percent} live in the
Lead-Deadwood area, followed by Spearfish (24 percent), Sturgis {15 percent), Butte County (6 percent),
Pennington County (7 percent), or elsewhere in Lawrence and Meade Counties (5 percent).

In 2008, Wharf’s 134 employees earned an average of $46,600 per worker for a total of $6,245,790.
Additionally, employee fringe benefits and payroll expenses add an additional 40 percent of net payroll
[Madden, 2010].

A positive impact of the local, state, and regional economy occurs because of ongoing purchases of goods
and services for mine operation, as these operational costs averaged $11,457,000 per year over the last 4 years
of available data fMadden, 2010}, Approximately 6 percent of these expenses went to Lawrence County
businesses, 24 percent to the Rapid City area, 26 percent to other South Dakota businesses, and 44 percent to
businesses outside South Dakota [Madden, 2010]. Therefore, Lawrence County businesses will likely sell
$4,812,000 in goods and services to Wharf Resources over the 7-year extension. The Rapid City area would
likely generate an additional $19,248,000 in sales, and the rest of South Dakota would likely generate sales of
$20,851,000 from Wharf throughout the 7-year extension [Madden, 2010].

QOverall, the economic impacts would be substantial to employees, businesses, local governments, and the
state of South Dakota. The prospect of an additional 7 years of mining will maintain jobs that are important to
the local economy [Madden, 2010].

TAX PAYMENTS

Saies Tax

Between 1998 and 2008, sales tax paid directly by Wharf Resources to the state varied between $521,000
and upward of $900,000 in 2007 [Madden, 2010]. An 8 percent drop in taxable sales occurred in 1998 {and
did not recover to 1997 levels until 2000) because of the contraction of the mining industry, again pointing to
the importance of employment in that sector to the overall economy of the county. Given estimated
projections of local expenditures in the South Dakota economy, the estimated future sales tax paid by Whart to




the state would range somewhere between $670,000 and $902,000, averaging about $820,000 per year
[Madden, 2010]. Workers, in the process of spending their earnings, will add at least another $300,000 in sales
tax benefits to the state annually [Madden, 2010].

Property Taxes

Property taxes directly arising from mine property accrue to school districts and to Lawrence County
government. The average property tax paid by Wharf from 2005 through 2008 was about $277,000. In past
years when gold reserves were near their high levels, Whatf’s property taxes reached a maximum of $540,000
with about 74 percent of this total paid to the Lead-Deadwood School District [Madden, 2010]. Although
property taxes are difficult to forecast, with gold at a level of $1,200 per ounce, it is safe to estimate that
property taxes during much of the 7-year mine life extension could reach $9060,000 annually.

Severance Tax

The state tax on gold is comprised of two components, The first component consists of a basic $4 per ounce
severance tax on gold; however, when the price of gold is above $800 per ounce the severance tax becomes
$8 per ounce. In addition, a net income tax is charged to gold companies and is equal to a flat 10 percent of
net company profits. Together, these two taxes will generate substantial revenue if the price of gold maintains
itself near today’s present value of $1,200 per ounce. In 2009, Wharf paid almost $3.2 million in state
severance taxes, largely because of the increase in the market price of gold [Madden, 2010]. Any estimate of
this revenue far into the future is subject to significant error; however, broad estimates suggest that it could
amount to between $1.5 and $2.5 million annually during the 7 years of production [Madden, 2010]. The
$1,000,000 cap on the amount of severance taxes paid to the county was reached in 1993, so all tax payments
will accrue to the state.

EFFECT ON NEARBY RESIDENTIAL DEVELOPMENT AND PROPERTY
VALUES

The Barefoot Condominium arca and the Lost Camp area are located near the western part of the permit
area adjacent to the existing mine. Lost Camp was originally planned for recreational, seasonal-use cabins and
cottages. However, over time, more high-quality structures that could be occupied all year were built. These
structures are now occupied during the summer tourism period and the winter ski season and most of the
buildable lots are currently developed. Approximately 11 homes in Lost Camp are occupied year-round; no
occupancy data are available for the Barefoot Condominiums. Homes in Lost Camp are generally viewed as
seasonal or second homes, and turnover in the area is fairly high. Some of the propetties are used as
investments, which are rented out during the summer tourist season and the winter ski season [Madden, 2010].

Fluctuations in the housing market in this area are significantly impacted by local and national economic
conditions because of the discretionary nature of the second-home market. Personnel at the County Assessor’s
office indicate that over long periods of time, the housing market near Terry Peak mirrors the overall housing
market of the county. Currently, the local real estate market is somewhat weakened from a combination of the
closing of the Homestake Mine to the national recession [Madden, 2010].



Realtors with work experience covering the entire span of Wharf mining activity believe that the critical
factor in determining the ultimate impact on these housing areas is the degree to which environmental impacts
are screened from the area in a manner similar to what has been experienced in the past. Historically, mining
by Wharf has had no measurable effect on property values, and if Wharf maintains their past record of being
sensitive to adjacent land use, the impact resulting from the additional mine life will remain much as it has
over the last quarter century [Madden, 20101.

[t is important to point out that the long-term impact to the area has the potential to greatly enhance the
area’s recreational and commercial attributes if certain reclamation efforts associated with the new permit are
accepted. Past reclamation land use plans were focused primarily on wildlife habitat and grazing. The present
permit involves a Reclamation Plan that redirects reclamation efforts much more to recreational, residential,
and commercial land uses. Should the permit application be approved, the opportunity for enhanced reuse of
mined land will be highly compatible with present adjacent land use in the immediate vicinity of Terry Peak
[Madden, 2010]. The sociceconomic effects of the proposed postmining land use options are further described
in a letter report by Dr. Madden available in Appendix 7.

EFFECT ON RECREATION AND SKIING

Outdoor recreation opportunities near the Wharf Mine and proposed expansion include hiking and biking
trails, hunting, all-terrain vehicle use, snowmobiling, skiing, camping, and a myriad of other activities, Such
activities, however, are not permitied on the property within the currently permitted mining boundary and
would not be allowed on land considered under this expansion. Land area that is presently accessible fo the
public that is also included under this expansion permit is quite limited. Nearby major recreation areas include
Black Hills National Forest, Spearfish Canyon, and Terry Peak.

Commeicial recreation in the vicinity of the Expansion Area is limited primarily to the Terry Peak Ski
Area, which is immediately adjacent to the proposed Expansion Area. Terry Peak is unique to the area in that
it is one of two local ski areas and plays a role in winter recreation opportunities and the region’s economy,
For this reason, the potential for adverse impacts arose as a concern in the past.  An investigation into the
impact of mining activity on skiing was prepared during the 1997 Clinton Expansion permit application
[Hammer, Siler, George Associates, 1996]. This analysis provided considerable statistical evidence that days
of skiing rise when snow conditions are better and fall when snow conditions are poor. Although there is not
enough data available to support a systematic assessment of effects, trends in winter recreational use have
continued to increase. During the decade of 1986 to 1996, when skiing improvements were taking place and
mining was visible, visitor volume improved from 50,000 skier visits per year to 80,000 skier visits toward the
end of this 11-year period [Hammer, Siler, George Associates, 1996].

Wharf Resources is ong of the pariners in the Black Hills Chairlift Company (Terry Peak). The ownership
interest of the company by Wharf has been mutually beneficial to all parties. Wharf, as a company, has gained
insight on the sensitivity of the ski business when properties are proximate to their mining operation. The ski
company benefits by accessing resources that Wharf is capable of providing, thus making the ski area more
functional. In 2002, Terry Peak acquired three wells and three holding ponds as part of the Reclamation Plan
and partnership of the Golden Reward Mine. Through the years, Wharf Resources also provided material for
parking lots and assisted with investments in artificial snow making equipment. The latter was instrumental in
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reducing the ski downtime in the early part of the season when precipitation is often not dependable [Madden,
2010].

The proposed expansion will likely have minor short-term impacts to winter recreation activities during
mining and reclamation activities. The visual impacts of mining will become greater as mining occurs near the
ridgeline and at the eastern edge of Terry Peak. The proposed Expansion Area also lies adjacent to existing ski
runs on the eastern side of Terry Peak; however, the actual disturbance area will likely not cause disturbances
to recreational use. Mining in this area may be limited to the east of the runs and will be seasonal, with plans
to mine small sections at a time and reclaim those areas before the winter ski season to keep the impact to a
minimum. The disturbance area is believed to have a negligible impact on the number of skiers as the amount
of snowfall will likely have a greater impact.

In summary, the last 20 or so years have confirmed that ski recreation can coexist in relative harmony to
nearby gold mining operations and even grow in popularity when investments are targeted to improving the
skier experience on the slope. It has also shown that the visual impacts of mining activity as skiers recreate do
not interfere with their participation in the sport. Both Wharf and earlier, Golden Reward, played some part in
enabling and encouraging many of the improvements of the ski facility. It would appear this past pattern can be
continued with the appropriate seasonal timing of the mining in those newly permitted mining areas that would
interfere with ski activities. This means that mining activities in the former Golden Reward permit areas would
probably need to take place during seasons of the year other than when skiing is taking place [Madden, 2010].

Postmining land use plans for this area will likely result in increased recreational opportunities. At Terry
Peak, removal of the Liberty and Harmony Highwall wiil allow the southeastern ski runs to be extended
approximately 40 percent (see Appendix 7). Plans include the old red chair lift be replaced with a new high-
speed lift. Trails adjacent to Terry Peak Ski Area will be open for snowmobiling, snowshoeing, biking, and
hiking. These postmining improvements in recreational opportunities will result in an increased use of the
area, an increased need for additional commercial businesses and home sites, and other interrelated economic
growth.

EFFECT ON POPULATION AND FUTURE TRENDS IN MINING EMPLOYMENT

The estimated population of Lawrence County in 2009 was about 24,000 [U.S. Census Bureau, 2011].
Over the last 20 years, population in Spearfish has been increasing while population in Lead-Deadwood has
been decreasing [Madden, 2010]. Mining employment will increase by only about 21 employees during
mining of the Expansion Project; therefore population in the vicinity is not expected to increase during
operations. Following reclamation, postmine land use plans include commercial and residential development.
Opening these areas to development will likely have an impact of increasing the population of the area,
although population density is projected to remain relatively low.

In 1989, mining employment accounted for about ,900 jobs out of 9,200 total private employments, or
about 20 percent. Beginning in 1996, substantial drops in private employment occurred primarily because of
the scaling back of underground mining. In 2001, mining accounted for only 484 jobs and by 2008, only 181
mining-related jobs remained in the county {Madden, 2010], The reduction in mining employment is




significant since this span of years coincided with the closing of the Homestake Mine. In 2008, mining
accounted for 3 percent of total private earnings.

In the case of Wharf, the proposed mining permit simply extends the life of a mining operation. The
pending permit application will involve the development of new ore reserves owned by the company and will
consequently extend the life of the mine by approximately 7 years. Since there are about 2 years of mine life
remaining under the current permit, the approval of the proposed permit would extend the life of the mine to
the range of 2019 to 2020. The expansion is expected to increase mining employment in the county by about
21 employees. Other than Wharf’s proposed expansion, there are no announced plans to initiate any other new
large-scale mining projects in the area,

The extended mine tife of Wharf Resources will continue the employment of approximately 155-165
enmployees during the active mining life. The jobs are high-paying jobs with full benefits that help to sustain
and support communities in the region through tax dollars, payroll spending, education, and community
involvement,

MINE PLAN

CONSTRUCTION PHASE

The approximate timeline for the construction and mining phases of the Expansion Area will be based on
time forward from the approval of the Large-Scale Mine Perniit and is anticipated to be in the fourth quarter of
2011. The following phases are planned:

¢ Phase 1 (Year 2011-2012): Green Mountain/Bald Mountain site preparation, tree clearing, soil
salvage. State Highway 473 reroute construction begins.

» Phase 2 (Year 2013-2014): State Highway 473 reroute complete; mining begins on Green
Mountain/Bald Mountain; haul road to Golden Reward is constructed.

¢ Phase 3 (Year 2014-2017): Mining at Golden Reward begins and ends; mining continues at Green
Mountain/Bald Mountain.

o Phase 4 (Year 2017-2023): Mining ends at Green Mountain/Bald Mountain; Wharf Access Road is
rerouted; mining begins and ends at Portland Ridgeline, along with final reclamation.

Mining of the Expansion Area, which includes Green Mountain, Bald Mountain, Portland Ridgeline, and
Golden Reward, will involve relocation of approximately the last 1 mile of State Highway 473, abandonment
of approximately the first ¥ mile of Stewart Slope Road (county highway), the Wharf Mine access road, the
Black Hills Power (BHP) power line along Bald Mountain, the Terry/Trojan Water District delivery lines, the
natural gas line, and the Trojan telephone line.



Michael K. Madden, Ph. ID.

Business and Economic Research
+ 63 Langdon Road Phone: 307.684.9356
Buffalo, Wyoming 82834 email: madden@wyoming.com

March 24, 2011

RESPEC Consulting & Services
P.O. Box 725
Rapid City, SD 57709-0725

Re: Post-mining land use plans

I completed a limited socioeconomic analysis in connection with the permit application that has
recently been submitted by Wharf Resources in August of 2010, Since that time additional post-
mining planning has been completed by others connected to your firm.

In this regard I have reviewed relevant portions of the post-mining reclamation plan that has
recently been completed.

The types of re-use contemplated in this plan are comprised of rangeland, recreation, industrial
(ie. commercial), and residential purposes. All four of these types of uses are also current uses of
land that are either near to, adjacent to or are actually part of the land to be disturbed in
connection with mining activity. Thus, what is being proposed for post-mining purposes is,
cconomtically and socially consistent with current uses. The ultimate acreage breakdown within
the re-use plan has, for good reason, not been delineated in the plan since economic factors
which will exist seven to nine years hence are not presently known with certainty.

Rangeland

Land that will revert to grazing and browsing purposes will be compatible with the present use of
much of the land to be disturbed as well as other adjacent land uses. Although the economic
benefits pertaining to grazing land is normally not significant, the open space that such use
affords provides social and aesthetic benefits consistent with what currently exists in the area.
The primary grazing benefits will relate to improvements to habitat for wildlife with perhaps
minor enhancements to hunting and wildlife viewing. Limited economic benefits may also
accrue within the agricultural sector for grazing of domestic livestock.

Recreation

Enhanced winter recreation opportunities represent a substantial long-term economic benefit to
Lawrence County. In Section V of the Socioeconomic Study that I prepared discussed in some
detail the added benefits that have already been experienced to the downhill ski area at Terry
Peak in connection with capital improvements provided in part by the gold mining industry.
New areas with improved access that are part of the re-use of the mine acreage will enhance this
economic benefit. In addition to downhill skiing, new opportunities for cross-country skiing,
snowmobiling and snowshoeing are all activities that could be enhanced in land reclaimed for
recreational purposes. The potential economic impact from such activities is substantial since
Lawrence County already has climatic advantages over other areas of the Black Hills.

RESPEC
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" Industrial

Under Rules adopted by the State of South Dakota, an industrial re-use encompasses commercial
utilization. Potential commercial uses would logically consist of improvements or expansion of
the existing downhill ski facility at Terry Peak, commercial lodging facilities and other
commercial enterprises that are consistent with recreation re-uses discussed above such as cross
country skiing rentals and snowmobile services. Actual allocation of acreage for such purposes
would presumably be determined by perceived economic opportunities compared to other uses at
the time such land is available seven to nine years from the present time. The essential
observation at the present time is any such future use is consistent with current utilization of the
area by the public.

Residential

Areas within the proposed mining permit application that are adjacent to existing residential
neighborhoods are prime candidates for conversion to residential re-use when mining activity
ceases. Specifically, the north eastern area proposed for disturbance is proximate to the existing
Lost Camp subdivision. In addition, the Barefoot Condominium complex is also close to where
mining and subsequent reclamation activity are expected to occur over the extended life of the
mine. This area presents a comparative advantage for residential re-use since the Teiry Valley-
Trojan Water Project manages domestic water production for existing homes in the arca.

The magnitude of economic benefits of residential re-use will ultimately depend on the demand

for recreational as well as year-around housing in the area. #

Summary

A distinct advantage associated with reclamation activity in the case of this mining operation is
that successful commercial and residential activity in the immediate vicinity currently exists and
has existed for a number of decades. This advantage affords reuse options a proven record of
experience that takes much speculation out of the equation concerning the success of future re-use
ventures. Although it is not possible to determine with any certainty the degree of economic
benefit that will accrue to the recreation and housing industries, it is certain that any benefit will
be positive.

Michael K. Madden
Business and Economic Research
Bulfalo, WY 82834

Feasibility Studies - Marketing Analysis - Statistical Analysis - Economic Impact Studies * Survey Analysis
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SECTION 1
INTRODUCTION

PURPOSE OF STUDY

The purpose of this study is to document the economic, fiscal and social impacts likely to be
associated with a proposed state mining permit that would extend the life of the Wharf Resources
(Wharf) gold mine near Lead, SD. This type of impact study is also required under Section
5.11.6 of the Lawrence County Zoning Ordinance. Both levels of government utilize this and

other subimittals in deliberating such applications.

The regulations specify subject matter to be addressed in socioeconomic studies, and also
provide discretionary authority to tailor the contents of the assessment to concerns associated
with a specific project.  Topics which are generically required include demographic factors such
as population impacts, economic issues like employment and income and expenditures, and a
myriad of social considerations related to education, public safety and utility services as well as
quality-of-life issues including health, parks and recreation. The study of these matters differ
dramatically in cases where a given permit is associated with an entirely new operation in

contrast with one that merely extends the life of a project.

EXTENSION OF THE LIFE OF THE MINE

In the case of Wharf, the proposed mining permit simply extends the life of a mining operation.
Total levels of employment, spending for supplies and equipment, capital investment, and the
utilization of subcontractor services are not projected to materially change from levels
experienced over the past 10 or 15 years. Accordingly many of the inferences arrived at in this
document will involve an extrapolation of economic contributions and social factors which have
demonstrated to have occurred in recent years. The study also examines issues regarding
adjacent land use for residential and recreational purposes. A central focus of this study is to

identify these factors.

The pending permit application will involve the development of new ore reserves owned by the

company and will consequently extend the life of the mine to approximately 7 years. Since there
are about two years of mine life remaining under current permitting, the approval of the proposed
permit would extend the life of the mine to the range of 2019 to 2020. Of course the estimate of

mine life is somewhat tentative until ore testing and mine operations are finalized.
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BUSINESS HISTORY

Wharf Resources mining properties consist of predominately patented mining claims in and
around the Bald Mountain Mining District in Lawrence County, South Dakota. This district is
located in the northern portion of the Black Hills approximately four miles west of the historic
town of Lead. A portion of these claims comprise the former Golden Reward Mining operation

one or two miles south and east of the original Wharf mining area.

Wharf Resources first became involved in mining within Lawrence County in 1974, more than
35 years ago. Exploration and testing of ore deposits began after that date in the area including
and surrounding the present mining operation. Several years of exploration and preparation, was
followed by construction of mine and milling facilities beginning in 1982 after the necessary
county and state perinits were obtained. Gold Recovery began in the summer of 1983 by
employing a heap-leach technique. At the time this procedure was relatively new to South
Dakota and much of this technology was refined and enhanced in its application by Wharf at its

South Dakota mine.

Through the last 27 years improvements in heap-leach technology and the expansion of

production capacities have allowed Wharf to experience substantial increases in gold recovery
efficiency. Production levels have varied from a high of more than 110,000 ounces in 1998 to
about 60,000 ounces during these years depending on variations in ore grade and the phases of
mining operations experienced from year to year. In all, more than two million ounces of goid

have been produced since the mine’s commencement of operations.

As the Wharf mining operation has grown and developed, corresponding expansion of its
economic benefits to the area took place. Although other gold mining operations including the
large underground mining operation owned by Homestake Mining Company have ceased mining
activity over the last two decades, Wharf has maintained a relatively constant pattern of business
activity in terms of employment and gold production. Business spending, employment and
household incomes have all been positively affected in local economies. The state and local
governments have also experienced enhanced fiscal strength through additional tax receipts

generated by Wharf, More detail of these impacts will be explored later in this document.
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PERMITTING HISTORY

Gold mining activity is comprehensively regulated and monitored at both the county and state
levels in South Dakota. The bases for this activity is related to environmental, land use and
socioeconomic concerns. Lawrence County has adopted a zoning ordinance which identifies
applicant requirements associated with acquiring a conditional Use Permit (CUP) for the purpose
of engaging in large scale mining. The state of South Dakota, through the Department of
Environment and Natural Resources, applies departmental rules and statutes in connection with
acquiring the necessary permits to engage in mining activity. These rules are then enforced
through on-site inspections and regular interaction with mining companies. Gold mining is also
regulated by Federal agencies such as the Environmental Protection Agency and the Mine Saftety
and Health Administration.

Wharf Resources has applied for and received numerous state permits and conditional use
permits in connection with its mine operation. Chronologically, these permits first involved what
is known as the Annie Creek deposits, then the Foley Ridge area, the Annie Arm extension and

next the Clinton extension.

Several amendments to both county CUPs and state permits have be applied for and received. In
addition, numerous technical revision and permit amendments pursuant to mining regulations

have been applied for and approved by the appropriate authorities.

Table 1 the following page provides an abbreviated chronological outline of the penmitting

associated with the Wharf mine.
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COMMUNITY AND INDUSTRY INVOLVEMENT

During the 27 years of gold mining by Wharf, the company has demonstrated an awareness of
social responsibility for their employees and the communities in the Black Hills region. The
company has been recognized for their contributions with the business community of South
Dakota and the nation. These accomplishments have come in the form of awards, donations,

and general comimunity involvement.

Many company employees are involved in civic and volunteer organizations. These employees
donate their personal time to provide much needed community service as volunteers. These
workers help to form the fabric that holds a community together. Wharf encourages this

community involvement by their employees.

Wharf has also contributed, through their management and staff personnel, considerable time
serving on chamber of commerce boards and on other volunteer boards and committees on both a

state and local level

Awards

Over the years of operation, Wharf has placed high in safety awards sponsored by the National
Mine Safety and Health Administration and American Mining Congress Sentinels of Safety
Award. This recognition is given to mines that have demonstrated high standards for employee
safety in connection with their operation. Wharf has also received the Environmental

Achievement Award from the South Dakota Industry and Commerce Association.

Monetary Donations

As a company, each year Wharf Resources contributes thousands of dollars to the benefit of law
enforcement, youth groups, youth education and general community organizations. Other entities
which have received financial consideration include areas such as the aris and culture,

community development, health and social issues. Organizations include 4-H, Boy and Girl
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Scouts, Big Brothers/Big Sisters, the YMCA and South Dakota High School Rodeo among

others.

Other Contributions

In 2005, Wharf Resources transferred ownership of a local water system to the Terry Valley-
Trojan Water Project District. Included in this transfer was an access-easement along the water
line route, approximately 3 miles of pipeline, two wells and pumps and a newly constructed

booster station facility located on a deeded lot.

Over one million dollars was invested in the Terry Peak ski area to build a new ski lodge and
install new snow making equipment, The improvements have continued to provide a consistent
and quality skiing experience for the region, Wharf and Golden Reward (which is owned by
Wharf) contributed to the local economy by improving the recreational opportunities offered in
the community. The result of this investment is that winter recreation for Terry Peak has grown

significantly at the same time that mining activity was visibly taking place nearby.

Other contributions that were important to the community included participation in a water study
on Spearfish Creek and providing monetary and other assistance to the Homestake opera house
and the mining museum in Lead.

BALANCE OF THIS STUDY

An abbreviated summary outline of the remaining sections of this report is presented below:

Section 2. Review of Current Lawrence County Economic Infrastructure.

. Personal income and trends
. Employment by sector and recent changes
. Expenditures

Section 3. Economic Aspects of Wharf Resources.

. Historical production trends

. Pattern of business purchases

. Employment and residency

. State and local government revenue

Section 4. BEconomic Impacts Associated with Proposed Permit Extending the Life of the Mine.
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. Employment

. income

. Expenditures

. Fiscal benefits.

Section 5. Social Impacts Associated with Proposed Permit extending the Life of the Mine.

. Public Safety - Law Enforcement - Fire Protection - Emergency Services
. Public Utilities - Water - Sewer - Solid Waste

. County Roads and Highways

. Recreation

. Schools

. Housing

. Adjacent Land Use Issues

. Residential Housing

Section 6. Summary
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SECTION II
CURRENT LAWRENCE COUNTY INFRASTRUCTURE

The last two decades have brought significant changes in the economy of Lawrence County.

Some of these changes are unprecedented in terms of rapidity and magnitude. Some of the more

salient changes are briefly summarized below.

1.

In late 1989, limited gaming became legal in the City of Deadwood. This event set in
motion a series of dramatic changes in the local, if not regional, economic structure.
After many years of gradual decline in business activity in that city, the economy changed
substantially in volume and in focus.

The new local business sector was oriented toward the tourisin industry and was
supplemented by regional gaming enthusiasts on a year around basis. The rapid
expansion of the gaming industry brought about an increased demand for labor virtually
over a few short months. By 1991, the number of new workers in Deadwood exceeded
1,000 and has continued to grow by at least that amount again over a more gradual span
of years. For the first time in decades Lawrence County became a significant net importer
of workers from other Counties. In gaming related jobs alone, more than 30 percent of
the employees came from outside Lawrence County.

At the same time, gold extraction using surface mining technology was ramping up in
employment, the number of companies and in production volume. Although limited
surface mining occurred prior to 1989, it was in the 1990 decade that the industry grew to
five separate mining firms, During the same span of years underground mining began
contracting, but the associated reductions in underground mining was absorbed by growth
in surface mining thereby maintaining relatively constant mining employment levels - at
least until the later part of the decade.

A significant shift in retail activity to Spearfish occurred in the 1990's as retail space in
Deadwood was displaced by gaming establishments that could afford the escalating rents.
A lesser retail stimulus took place in Lead, but the magnitude was dampened by a 1995
mud slide that caused an abrupt slowdown in this expansion. The town of Lead was also
limited in attracting modern retail development because of transportation and terrain
challenges. Large flat land areas are preferred for building larger shopping centers that
are accessible on a regular basis by their customer base.

The second half of this most recent twenty year period saw a transition into one of
softening of employment numbers in the mining industry as the surface mines exhausted
their ore bodies. From a total of 1,938 mining sector employees in 1993 the gradual
decline in mining activity reduced employment in 2008 to 181 workers with some of this
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count reflected in mining operations other than reclamation and gold extraction such as
rock quarrying.

6. Despite the disappearance of most mining jobs in the 2000 decade, total private
employment grew significantly, not only in the travel and entertainment industry, but
also finance, real estate and information technology sectors as well as the Spearfish retail
sector,

Although the Lawrence County infrastructure has many facets, this section focuses on

employment, income and expenditures as measured by taxable sales.

EMPLOYMENT

The preceding narrative provides GRAPH 1

some insight concerning secular TOTAL PRIVATE EMPLOYMENT WITH
movements in employment over MINING EMPLOYMENT COMPONENT
the past twenty years, The 1&m00

accompanying graph provides 14800

further illumination to the trends
that have been experienced in the
local economy. In 1989 mining
employment accounted for about
1,900 jobs out of 9,200 total

private employment or about 20
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percent. However, because of the

relatively high wages earned by

miners, accounted for more than

44 percent of private worker earnings in the county. The graph also illustrates the period
beginning in 1996 in which substantial drops in private employment occurred primarily
because of the scaling back of underground mining. During the ensuing years some surface
mines were scaling back as well so that by 2002, most gold mining employment was traced to
Wharf Resources. Since 2002, Source: Bureau of Economic Analysis

private employment grew in Lawrence County. Much of this growth was traced to the travel
industry, but significant jobs were also added in finance, real estate and various technology

service sectors. In 2008, total private employment in the county equated to 14,700 with about



181 being employed in the mining sector. Mining accounted for 3 percent of total private

earnings. The following table provides sector detail regarding changes in employment

experienced in Lawrence County.

TABLE 2
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LAWRENCE COUNTY EMPLOYMENT TRENDS AND % CHANGE

2001 AND 2007
2001 2007 % CHANGE
Total employment 14,199 16,819 18%
Wage and salary employment 10,683 12,441 16%
Proprietors employment 3,516 4,378 25%
Farm proprietors employment 276 267 -3%
Nonfarm proprietors employment 3,240 4,111 27%
Farm employment 309 296 -4%
Nonfarm employment 13,890 16,523 19%
Private employment 11,980 14,484 21%
Forestry, fishing 163 150 -8%
Mining 484 227 -53%
Utilities 47 39 -17%
Constraction 948 1,234 30%
Manufacturing 599 742 24%
Wholesale trade 121 137 13%
Retail frade 1,684 2,001 19%
Transportation and warchousing 245 313 28%
Finance and insurance 598 1,081 81%
Real estate and rental and leasing 540 788 46%
Prof., Admin., Mgmt, Info. 1,096 1,385 26%
Health care and social assistance 1,335 1,461 9%
Arts, entertainment, and recreation 1,522 1,488 -2%
Accommodation and food services 1,858 2,553 37%
Other services 778 885 14%
Government 1,910 2,039 7%
Federal 333 319 -4%
State and local 1,577 1,720 9%

Source: Regional Economic Information System, Bureau of Economic Analysis, US Department of Commerce
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As would perhaps be expected, retail workers and others working in accommodations and food
services accounted for much of the absolute growth. However, the real estate, professional
workers, finance and insurance sectors grew by large relative amounts. The reduction in mining
employment is significant in the table since this span of years coincided with the final phasing
out of Homestake.

INCOME

Income has been growing in Lawrence County over long periods of time. In 1989, total income
from all sources was about $290 million. By 2007, the last year for which data is available, it
had grown to 793 million. The pattern of change appears in the following graph.

GRAPH 2
LAWRENCE CO. PERSONAL INCOME (000)

The change in income was

significant subsequent to the 200,000
enactment of legal gaming in 700,000
1989, A leveling off of the £00,000
growth rate happened in the late 500,000

1990s because of the reduction of gm
mining activity and the loss of
relative high paying jobs. In the

2000 decade income increased

again at a quite rapid rate.
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The rate of growth for Lawrence
County is quite comparable to that which occurred in the entire state of Wyoming. Over this
span of time, statewide income grew by 277 percent while Lawrence county income grew by 274

percent.

Wage and salary income is a subset of total personal income, the latter of which also includes
interest, dividends, proprietor’s income, pensions and other transfer payments. The importance
of the contribution of mining sector earnings is quite apparent when isolating wage and salary

income from total county income. This is shown in the following graph.



Wage in salary income reached a
peak at the time in 1996 and then
dropped off significantly in
following years due to the
reduction in gold mining activity.
This loss in income spilled over
into other sectors as the multiplier
impact in sectors supported by the
mining industry took effect.
Wage and salary incoine did not
recover to 1996 levels until five
years later in 2001. From 2001
to 2008 income arising from
wages and salaries rose

significantly each year.
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GRAPH 3
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Interesting comparisons can be obtained by examining the trends in per capita income for

Lawrence County and comparing these trends to Pennington County and the State of South

Dakota as a whole. The accompanying graph provides such comparison.

Historically, per capita income in
Lawrence County was
approximately 95 per cent of the
state average. Even though
mining and its relatively high
wage rates was a boost to overall
per capita earnings in the county,
a large component of the work
force has been involved in lower
paying service sectors. When
mining employment dropped in
the mid to late 1990s, per capita
earnings in the county fell to near

80 percent of the state average.

GRAPH 4
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With growth in other sectors of the economy per capita wages relative to the state have

rebounded to their historic level of 95 percent of the state average.

The following table provides sector detail concerning changes in earnings during the 2000
decade. The sectors that have confributed to the improvement in earnings relative to the entire
state over this decade are those whose percentages are largest in the accompanying table. They

include wholesale trade, finance, insurance real estate and some service sectors.

TABLE 3
LAWRENCE CO, NONFARM EARNINGS BY INDUSTRY CLASS, (1,000)
2001 & 2007 AND PERCENT CHANGE
2001 2007 % Change

Non Farm Earnings 347,545 501,226 44.2%
Private Earnings 286,362 416,577 45.5%
Forestry, Fishing 3,400 3,834 12.8%
Mining 25,872 13,992 -45.9%
Utilities 2,784 3,174 14.0%
Construction 21,670 33,757 55.8%
Manufacturing 47,033 49,404 5.0%
Wholesale Trade 2,741 5919 115.9%
Retail Trade 29,348 46,830 59.6%
Transportation, Warchousing 5,788 9,958 72.0%
Information 2,632 7,089 169.3%
Finance and Insurance 13,851 32,5606 135.1%
Real Estate 2,679 6,766 152.6%
Professional, Admin., Management 16,294 19,376 838.2%
Educational Services 2,085 629 -69.8%
Health Care and Social Assistance 37,758 62,710 66.1%
Arts, Entertainment, and Recreation 38,173 50,517 32.3%
Accommodation and Food Services 22,828 46,840 105.2%
Other Services 11,645 14,597 25.3%
Repair and Maintenance 3,596 6,252 11.7%
Government 61,183 84,649 38.4%
Federal 13,148 18,283 39.1%
State and Local 48,033 66,366 38.2%
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The reader can compare this table with Table I to gain inferences regarding the change in
employment levels with changes in sector income. The greater the variation in these percentages,
the greater is the change in per capita income.

AVERAGE WAGE PER JOB

The most significant factor that separates mining employment from other from other jobs in the
Lawrence County economy is that the wage per mining job is substantially higher than that found

in all other business sectors. This is illustrated in data appearing in Table 4.

TABLE 4
AVERAGE WAGE PER WORKER
RANKED BY SELECTED SECTORS, 2008
Economic Sector Annual Wage
Mining $45,887
Management 34,612
Manufacturing 32,943
Professional and Technical 31,254
Forestry-Agriculture 31,027
Wholesale Trade 29,718
Construction 29,145
Real Estate and Rental and Leasing 23,854
Retail Trade 23,330
Transportation and Warchousing 22,629
Arts, Entertainment, and Recreation 18,592
Administrative and Support 17,939
Other Services 17,702
Accommadation and Food Services 16,805
OVERALL AVERAGE 25,833

Source; County Business Patterns, US Census Bureau, 2008

Wages in the mining sector were 78 percent higher than the overall county average among all
private employment in 2008, nearly twice as high all jobs in the retail sector and 2.7 times higher

than accommodation and food service workers. Mining jobs are of such a pay level that
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workers can support a family without an additional part time job or relying on the employment of

other family members.

TAXABLE SALES
GRAPH 5
TAXABLE SALES
The adjacent graph tracks total LAWRENCE CO. 1989-2009

taxable sales for Lawrence

County for the past two decades.

Taxable sales are used here to

identify trends in expenditures,

The application of the sales tax
in South Dakota is among the
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county.

Changes shown in taxable sales mirror closely the increases in personal income and employment
discussed earlier. The economic infrastructure of commercial activity in the county is such that
more than 85 percent of all taxable sales are now accounted for by retail sales and services. It is
noted that the substantial growth in taxable sales of 23 percent from 1989 to 1990 can be traced
to the advent of gaming in Deadwood. The drop in taxable sales that first occurred in 1998 {(and
did not recover to 1997 levels until 2000) was due to the contraction of the mining industry -
again pointing to the importance of employment in that sector to the health of the overall
business environment in the county. The drop in taxable sales that year was equal to 8 percent.
During this time span the only year in addition to 1998 that experienced a drop in year-over-year
taxable sales was in 2009, which is explained by the current national recession that has lessened
vacation travel. Over the entire time period considered in the graph, taxable sales grew by an

average annual rate of 5.5 percent,
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In recent years, Spearfish has accounted for about two-thirds of all taxable sales generated in the
county. This percentage has been gradually rising from the 55 percent range that was typical in
the mid 1990s.

SECTION SUMMARY

The above discussion provides a brief overview of the Lawrence County economy. Mining has
historically been a dominating facet in terms of income, employment and spending. There are a
number of significant changes that has allowed the local economy to thrive during the reduction
in mining jobs in the county. There have been three developments that stand out most in this
diversification effort. One concerns the development and continued growth of gaming and the
associated growth of the vacation travel industry. Major inroads are also expected to occur in
business and convention business with the recent development of expanded facilities tailored to
that purpose. A second impact involves the transformation of the City of Spearfish into a major
shopping and service location in the Northern Black Hills region, This region extends well into
Wyoming and perhaps into some sparsely populated areas of Southeast Montana. A third
development in the early stages of producing economic benefit to the area is the conversion of
part of the underground Homestake mine to a scientific lab. This development has the potential
to increase employment opportunities in the skilled and higher salaried job positions. It is too

early to measure economic potential from this latest development, however.

Nevertheless, it has been shown that mining jobs will continue to serve as an important source of
income for families in the Northern Black Hills that are likely to be very much needed in the

region as other new economic opportunities continue to develop.
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SECTION 111
ECONOMIC ASPECTS - WHARF RESOURCES

A survey of the evolution of growth and development of the Wharf Resources surface mine since
1983 will be documented in the present section. Since the beginning of operation, annual gold
first increased and then maintained stable levels over the major portion of time that it has

functioned. Recent years have seen drops in production that relate to a number factors.

Along with this long period of production, has come favorable and steady economic impacts to
the local and regional economies. A descriptive presentation of the movements in several key

economic facets will be developed below.

PRODUCTION TRENDS

Unlike the other surface mining operations in the Black Hills, Whart has employed a long term
strategic planning process that has included exploration and testing well in advance of immediate
mining needs thereby maintaining a viable production pattern over at least 30 years, Of course,
there are many variables in determining the quantity of recoverable ore reserves. Such factors as

the price of gold, the cost of

production and the ability to GRATPH 6
acquire available mining reserves ANNUAL GOLD PRODUCTION
all play important parts in BY YEAR

measuring the stock of available

Ore Ieserves.

This planning process has resulted g 60,0041
in the following production

pattern over the past 21 years.
Prior to 1988, gold production at 20,044
Wharf was in the early stages of

development. For example in VEAR
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19835, production amounted to only about 14,000 ounces. The maximum rate of production has
occurred during the decade of the 1990's and extended into the early part of this century before

settling to the 60,000 ounce range over the last eight yeats or so.

In large part, gold production follows movements in gold prices. During the late 1980 and
1990's gold prices averaged $400 per ounce or more. By the late 1990 prices had dropped to the
$300 range. At the present, prices of gold are at all-time highs, a factor that increases the
economic feasibility of mining reserves that in the past would have been marginally profitable.

HISTORIC EXPENDITURES

Graph 7 provides a summary of Wharf outlays for all goods and services procured within South
Dakota in connection with the mining operation. These annual purchase totals include capital

expenditures associated with the operation. Over the seven years included in the graph, spending

has varied between a low of $9.6
million in 2005 to a high of $20.4 GRAPH 7

million in 2008. South Dakota WHARF PURCHASES OF GOODS AND

SERVICES IN SOUTH DAKOTA
purchases have averaged $14

million from 2002 to 2008.

Approximately one-half of all
spending took place with Rapid
City area Businesses. Eighteen
percent, or an average of 2.5

million was purchased within

Lawrence County with the

e ' f AM2 3DOF 2004 M 20N 2007 1408
remaining 32 percent occurring in VRAR

various South Dakota

communities outside of Lawrence and Pennington County,
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The following table summarizes the distribution of all spending for goods and services the last
two years and includes of out-of-state purchases of certain specialized mining goods and services,

including capital, that are not readily available in South Dakota.

TABLE 5
PURCHASES BY VENDOR LOCATION, 2007 AND 2008
2007 2008 Average %
Breakdown
LAWRENCE $1,169,982 $1,912,200 5%
RAPID CITY 2,155,906 11,031,350 20%
OTHER SD 12,746,282 7,472,890 31%
OUTSIDE SD 14,272,932 15,205,030 45%

When all spending for goods and services are considered, about 55 percent of all purchases were
able to be made in South Dakota over the most recent years in which data is available. The
remaining 45 percent represents purchases outside South Dakota. In previous years the proportion

of out of state spending was higher than is the case today.

EMPLOYMENT AND PAYROLL

GRAPH 8

During the maximum production WHARF REEOURCES EMEPLOYMENT

years in the 1990', total mine 1998 - 2009

150

employment approximated 150
workers. Annual employment
levels from 1998 to 2009 appear
in Graph 8. As the mine
transitioned into the 2000 decade

moderate drops in employment

took place. Yet, employment

averaged 127 over the last 10

years. It is recalled from earlier in
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this section that gold production has likewise tapered off in the 2000 decade to around 60,000
ounces compared to the previous decade when average annual production approximated 100,000

ounces.

Employment requirements in connection with mining ore deposits associated with the proposed
permit areas are projected to be about 155 workers on average, a figure that is marginally higher

than 135 to 140 range employed over the last three years.

Payroll expenditures are substantial. It is recalled from earlier in this report that mining sector
employees are among the highest
paid in Lawrence County. The

, ‘ GRAPH 9
following table provides annual
, WHARF RESQURCES PAYROLL
payroll expenditures from 1998 to
1398 < 2000

2009. It is recalled from the

previous graph that the number of s6M

employees in 1998 approximated

150. In recent years fluctuations
in payroll expenses largely

correlate with changes in the size

DAYROEL
g
&

of the work force.

1M

It is also important to note that
gomM

employee benefits and employer

expenses are nof included in these

graphical statistics. Examples of these benefits are health insurance, workers compensation, life
insurance, vacation and holiday benefits as well as social security and medicare. This assortment
of benefits are extremely generous for Wharf Resources and undoubtedly rank among the best in
all sectors of the local economy. Consequently their cost is considerable. For example, in 2008,
payroll expense was $6,247,000 while employer provided benefit expenses for the company
amounted to an additional $2,953,000, or 47 percent of payroll. Over several recent years,

however, the added cost of benefits has normally been around 40 percent of base payroli.
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EMPLOYEE RESIDENCY DISTRIBUTION

From the beginning of production, Wharf has adhered to a policy of hiring the bulk of their
workers from the local [abor pool. Turnover rates are quite low so the residency breakdown by
community is quite stable over time. Slightly over two-thirds of all employees were residents of

Lawrence County over the 2003 to 2008 time frame.

GRAPH 10

The following pie chart illustrates

RESIDENCE OF WHARF EMFMLOYEES
2003 « 2008 AVERAGE

the employee breakdown by
community since 2008. The
largest proportion of workers
reside in nearby Lead. Spearfish
accounts for another 24 percent.
The five percent of the workforce
listed as ‘other’ have addresses in

smaller towns in Lawrence and

Meade County such as
Whitewood and St. Onge.

Graph11 provides a distribution of students from households of Wharf employees. Of course the
distribution of students among

public school districts mirrors the GRAPH 11

residential pattern of the work

force. However, there is a slightly PUBLIC SCHOOL STUDENTS
higher proportion of students in WHARF EMPLOYEES 2003 - 2008 AVE.

the Spearfish School District than
the proportion of workers living in

Spearfish.

On average, since 2008 there have

been 96 students who have one or

more parents working at Wharf

Resources. Given the present size
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of these districts, one can conclude that the impact on schoo! enrollment to school districts is

small relative to their overall student population.

STATE AND LOCAL GOVERNMENT REVENUE

The South Dakota tax structure interacts with the gold mining industries. A severance tax is
levied by the state of South Dakota in connection with the mining of precious metals. Currently
the standard levy is the sum of a 10 percent tax on net mining profits and a flat $4.00 per ounce
for alf gold produced. However, in 1994 the legislature added a system of increments to the

standard $4.00 per ounce severance tax. The relevant South Dakota Statute is quoted as follows:

10-39-68. Additional tax on precious metals--Rate. In addition to the tax imposed in § £0-39-43, there is hereby
imposed an additional tax on each ounce of precious metals severed as follows:

(1)  Four dollars per ounce of gold severed during a quarter if the average price of the precious metal is
eight hundred dollars per ounce or greater;

(2)  Three dollars per ounce of gold severed during a quarter if the average price of the precious metal is
seven hundred dollars per ounce or greater;

(3)  Two dollars per ounce of gold severed during a quarter if the average price of the precious metal is six
hundred dollars per ounce or greater; and

(4)  One dollar per ounce of gold severed during a quarter if the average price of the precious metal is five
hundred dollars per ounce or greater.

The average price of gold shall be computed by summing the daily London Final price of the precious metal for
each business day of the quarter and dividing by the number of business days in the quarter.

Source; SL 1994, ¢h 89, § 5.

Given current world prices of gold, it is apparent that the effective severance portion of the tax
would in all likelihood be equal to $8.00 per ounce for the foreseeable future. Tax rates of these

magnitudes produce substantial revenue benefits to the State of South Dakota.

Also, in the late nineteen eighties, a provision to revert 20 percent of state severance taxes from
each surface mining company to Lawrence County up to a $1,000,000 cap was enacted. Wharf

reach this $1 cap in 1993, the only mining company to ever have done so.

The general state sales and use tax is assessed on all transactions which involve either the sale or

use of any item utilized in the process of conducting business within the state. The present sales
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and use tax rate is 4 percent. Cities and towns in South Dakota also have the ability to assess a
sales tax on goods and services transacted within their boundaries. This tax generally varies
between one and two percent. Additionally, cities are provided an option of imposing a one

percent gross receipts tax which is applicable to may items frequently purchased by the traveling

public.

GRAPH 12
In addition to sales taxes, local STATE SEVERANCE TAXES PAID
governments such as cities, 1998 TO 2009

school districts and counties

depend to varying degrees on a

property tax. In the case of

mining properties, the appraisal

and therefore tax is based on

the degree of gold production
potential of individual mining

SEYERANCE TAX

operations.
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Graph 12 illustrates the pattern Source: Wharf Anmal Reports

of growth of state mineral
severance tax payments made by Wharf Resources from 1998 to 2008. For simplicity, the net

profits tax is included as part of what is referred in the graph as severance tax.

Because of frequent changes in economic conditions such as the price of gold, and operational
expenses, as well as differences in output levels the severance tax has fluctuated significantly in
recent years. From 2002 to 2004, these taxes obligations fell to around $300,000 per year,
However, from 2005 and up to the present, severance taxes paid began to increase where in 2009
they dramatically increased to almost $3.2 million, largely due to the substantial increase in the

market price of gold.
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The adjacent chart compares the

average amount of property GRAPH 13
taxes paid in recent years to the AVE. LOCAL PROFERTY TAXES AND
amount of state severance taxes. BTATE SEVERANCE TAX 2005 - 20038

Property taxes comprise very
important components of
revenue to local governments.
In the case of the Lead-
Deadwood school districts,
nearly all of their means of

finance is centered on the local

property tax. Other school

BCHOOL DIST.

districts with more limited tax ] STATE SEVERANCE

bases receive state aid to

education that is determined by a

state generated formula. For example, in 2007, total expenditures for the school year amounted to
about $9 million, contributions of state aid totaled only $500,000 leaving $8.5 million as financed
through property taxes. (Source: Lead-Deadwood School District Facility Use Study, 2008.)

During the years 2005 to 2008, Wharf paid an average of about $206,000 or about 2.5 percent of

the districts property tax revenue.

In the case of Lawrence County, about $7.8 million in property taxes is raised through the
standard mill tevy and this amount funds about half of the total budgetary needs of Lawrence
County Government. During the 2005 - 2008 time frame, Wharf paid $71,000 annually in County
Property taxes. Since virtually all Wharf property lies outside any municipality, property taxes
received from them by cities and towns is very minor. However, many Wharf employees reside in
cities and pay municipal sales and property taxes in Lead, Deadwood, Spearfish as well as other

towns and cities.

Other special district taxes such as fire districts, and various improvement districts also typically

assess property taxes in South Dakota, but are of lesser amounts and are not included here.



Page 26

The state government and also municipalities rely heavily on sales and use taxes. The amount of
sales taxes paid by Wharf annually correlates with the level of mine operation outlays for current
expenditures and many capital investments, Sales and use tax payments for recent years are

recounted in the following graph.

GRAPH 14
Over this eleven year period, STATE SALES AND USE TAXES FAID
sales taxes to the state have 1998 TO 2008

varied between $521,000 and
upward to $900,000 in 2007,
Over this interval of time, nearly

$8 million has been received by
the State of South Dakota in the
form of Sales tax receipts.

1t is also noted that

Hoores: Wher? Anminl Raporss

subcontractors and other firms

that provide services to Wharf
also pay considerable sales taxes in connection with their work for the company. These receipts

are not included within this data,

Since most purchases made by Wharf do not occur within city boundaries, a more limited amount
of sales tax from the company is received by local municipalities. However, the bulk of employee

purchases, no doubt, take place within the jurisdiction of municipal sales tax laws.

SECTION SUMMARY

The purpose of the preceding discussion was to track movements of various economic data which
has been associated with the Wharf mining operation. An analysis such as this provides the reader
with a time-dimensioned understanding of how the growth of a company produces changes in

economic variables which in turn produce impacts on the local and regional economies.
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Considerable operational costs are associated with the type of mining carried out by Wharf.
Spending for standard mining supplies, equipment and various contract services add to millions
of dollars annually. Expenditure policies of the company include the goal of purchasing as much
as is practical and available locally first. For items that are not readily available locally,

purchases are made elsewhere in South Dakota. Some mining equipment and services that are not

readily available in the state are purchased outside South Dakota.

Recent employment levels have ranged between 135 and 140. Payroll outlays approximated $6.2
million in 2008. Added expense of forty percent of payroll is nornnally expended in employee
benefits and employer payroll costs, More than two-thirds of the houscholds represented by the
Wharf work force reside in the Lead or Spearfish areas.

During the last three years severance taxes paid to the state plus local government property taxes
have approximated $1.5 million, Sales and use taxes paid by the company in connection with

mine operations have totaled about $875,000.

The following section will involve a discussion of economic impacts associated with extending

the life of the mine.
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SECTION 1V
ECONOMIC IMPACTS ASSOCIATED MINE LIFE EXTENSION

The following pages provide a summary of economic impacts that are likely to take place over the
additional years of operation that would be afforded by the approval of a mining permit
contemplated at this time. The methodology involves straightforward extrapolations of past
experience with the existing mine coupled with certain expenditures somewhat unique to the
proposed location of the ore bodies associated with this proposed permit. The extrapolations
involve a window of time beginning in approximately 2012 and extending for approximately 7

additional years beyond 2012.

EXPECTED CAPITAL INVESTMENT AND PURCHASES OF GOODS AND SERVICES

Mining requires significant capital investments, particularly when mine plans change substantially
in connection with newly permitted acreage. Wharf Resources invested substantial amounts of
capital during the 1986 to 1992 time frame when production was expanded to a year-around cycle,
and larger acreages were permitted. In the mid nineteen eighties when the east pits were
permitted, additional capital investments were required. There will also be significant and unique
capital investments when the new proposed permit involving areas to the south of the present

operation and also portions of the former Golden Reward property.

In terms of prospective capital expenditures, such spending spending levels are tentative in nature

and will ultimately depend on final testing, engineering and permit requirements.

TABLE 6

CAPITAL EXPENDITURE REQUIREMENTS

PROPOSED MINING PERMIT
Year
I $3.25 M
2 5225 M
Yrs, 3te 7 $1-15M
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These amounts represent preparation of the ore bodies for mining and ongoing expenditures to
sustain the project during the remaining active life of the mine. The seven year life of the mine
estimates is also quite tentative at this point in time, but will be more definite when testing and

exploration work has been completed.

In addition to the above amounts, a substantial capital outlay is anticipated in connection with the
partial re-routing of State Highway 473 to allow the mining of the ridge immediately to the north
of this route, In conjunction with this expenditure, the construction of a tunnel for access of
mining equipment from the Golden Reward ore bodies to the present Wharf processing facilities.
The sum of these two capital projects is estimated to be $2.25 million and would be expended

during the first two years after permitting.

EMPLOYMENT AND EARNINGS

Based on experience from 2008, an average of 134 employees received total pay (excluding
benefits) of about $6,245,790 or an average of $46,600 per worker. Preliminary company
estimates suggest that the required number of employees during the extended mine life is equal to
155. In current dollars, this means that total pay received by a work force of that size is equal to
$7,223,000 per year. Additionally, it is estimated that benefits and payroll expenses add to
another forty percent of net payroll as has been the case in recent years. Total labor expense to
the company will accordingly amount to $10,112,000. Under the assumption that the permit is
granted, payroll over the 7 years of extended mine life would sum to $50,561,000.

No assumption is made concerning annual improvements in wages during the extended mine life.
Increases in pay are determined by labor market conditions, productivity gains and rates of price

inflation, all of which are not easily projected during the current economic times,

Another important aspect of sustaining mining jobs over the extended life of the mine afforded by
the pending permit is the maintenance of induced employment increments in the region. This is
because basic employment in the mining industry generates an induced incremental employment
impact because of the labor requirements that are added due to increased local demand on goods

and services produced in other sectors of the economy. This so called multiplier effect is
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technically the result of the spending of wage income by Wharf employees and also the local non-
labor expenditures of the mining operation itself. The ratio of total employment to basic
employment is known as the employment multiplier. The size of the multiplier is, of course, not
directly observable, but rather is analytically measured using various econometric techniques.
Two past examples of multipliers suggest an estimate value of 1.7 and 2.3 respectively. (Sources:
Socioeconomic Assessment, Golden Reward Project, Lawrence County, SD, 1987, Economic
Impact Analysis of the Mining Industry in South Dakota, Michael K. Madden, June 1995.) These
two estimates are probably viewed by most as being a lower and upper limit to a reasonable
multiplier for surface mining projects such as is discussed here. A midpoint multiplier value of
2.0 would imply that one job outside the mining sector is induced for each job within the mining
sector, This means that the sustaining of 155 jobs within the mining sector would induce another

155 jobs throughout the balance of the economy elsewhere in the private and public sector.

MINE EXPENDITURES

In addition to capital expenditures discussed earlier in this section, ongoing purchases of goods
and services for the operation of the mine will also positively impact the local, state and regional
economy. Over the last four years for which data is available, outlays for these type of
operational costs averaged $11,457,000. About 6 percent took place with Lawrence County
businesses, 24 percent originated in the Rapid City area, 26 percent took place elsewhere in South
Dakota and a 44 percent occurred outside South Dakota.

This means that over a seven-year extension of mine life, Lawrence County businesses could
expect to sell $4,812,000 in goods and services to Wharf Resources, Rapid City area businesses
would be able to generate an additionat $19,248,000 in sales and the balance of the state would
see sales $20,851,000 over the added seven years. The balance of $35,288,000 expenditures
would be expected to take place outside South Dakota.

FISCAL IMPACTS TO LOCAL GOVERNMENTS

Projecting the fiscal implications of the extension of the life of the mine entails various
challenges. It is recalled that the major interactions that gold mines have with the state and local

tax structures are through the sales tax, property tax and the severance tax on precious metals.
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The projection of the sales tax is straightforward. This is because the scale of operation under the
new permit is expected to remain at essentially the same level as has been experienced in recent
years. The primary difference in the operation simply involves moving gradually to new ore
bodies encompassed within the proposed mining permit under consideration at the present time.
Recent years have seen sales taxes paid to the state range between $670,000 to $902,000. The
last four years of available sales tax data have seen average spending on taxable items such that

$820,000 per year has been paid in state sales tax.

Property taxes are more difficult to forecast. Property tax levies are based on the value of the
expected ore body permitted to be mined. Important inputs into the valuation formula involve the
price of gold and the quantity of recoverable gold and silver reserves associated with the acreage.
In addition to that, the property tax rate experiences changes from year to year. In past years
when recoverable gold reserves were near their highest level, property taxes to school districts and
Lawrence County government reached a maximum of about $540,000 with about 74 percent of
this total paid to the school district. However, since these years placed gold values in the $400 per
ounce range, it is in fact the case that gold carries a market price approximately three times that
level at $1,200 per ounce at the present time. The use of a straight extrapolation from years past
is likely to result in a projection that is too low since it is quite certain that over much of the
extended life of the mine, gold is in all likelihood, going to be of higher unit value than has ever
been experienced by the company. Even considering that the net cost of recovering gold is going
to be higher than in years past, it is still a safe and perhaps conservative estimate to expect that
propetty taxes will amount to $900,000 and possibly much more during part of the 7-year
extension. It is also noted that during the last segment of this time span, property taxes will be

expected to decline as the amount of recoverable gold nears exhaustion.

The state tax on gold mines is actually made up of two components. One component is that there
is a flat $4.00 per ounce severance tax on mined gold, but this tax rises to $8.00 if the market
price of gold exceeds $800. If one assumes that the targeted level of gold produced per year
averages 70,000 ounces, this component of the tax is straightforwardly estimated to $560,000.

The other component of the state tax on mined gold is actually a form of an income tax. This tax
is a flat 10 percent of net profits generated by the company each year. It is far beyond the scope of
this report to predict company profits over the extended life of the mine. This means that for any
given year, for every $10 million in net profit generated the state’s ten percent tax would generate
$1,000,000. An examination of past production costs, coupled with a market price of gold likely
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to be $1,000 per ounce or more, suggest strongly that annual company profits for some of the
years of the extended mine life to be $20,000,000.

Although there are no methodologies that would be able to forecast the state severance tax
accurately over the years 2012 to 2019, it seems safe to assume that state severance and profits
taxes will range somewhere between $1,500,000 and $2,500,000 over these years and could
actually be higher given the recent volatility of investment markets.

SUMMARY

In all the annual and cumulative economic impacts are substantial to potential employees, to the
business sector and also to local governments and the State of South Dakota. The prospect of an

additional seven years of mining will maintain jobs that are important to the local economy.

The impacts discussed in this section can be summarized in the following table:

TABLE 7
ECONOMIC IMPACT ASSOCIATED WITH EXTENDED MINE LIFE
2010 DOLLARS
Type of impact Annual Cumulative 7 Yrs.
Startup Capital Exp. $2.25M - $1.75M
Ongoing Capital Exp. 51.0M - §2.25M §7.0M - $15.8M
Direct Employment 155 1,085*
Indirect Employment 155 1,085*
Direct Earnings + Benefits $10,112,000 $70,784,000
Non Labor Expenditures $11,457,000 $80,200,000
Local Gov. Prop. Taxes $900,000 56,300,000
Siate Sales Tax $820,000 $35,740,000
State Severance & Income $1.5M - $2.5M S10.5M - 317.5M

* Interpreted as man-years of employment..(= Employment x number of years employed)
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Many of these estimates are quite tentative for reasons discussed earlier in this section. The
conclusion one can reach irrespective of their provisional nature is that the economic benefits are

substantial for the general Black Hills region.
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SECTION V
SOCIAL AND COMMUNITY IMPACTS

The issues considered in this section involve a digression into local phenomena that relate to
public services, housing, recreation, and various adjacent land use considerations. Public services
as a group includes public safety efforts such as fire and law enforcement and emergency response
services. Common public utilities such as water, sewer, solid waste and local road maintenance
are also included . Many of these individual social impacts interrelate with many other social and
economic effects. For example, most police, fire and emergency services rely on locat tax
revenue for support - the amount of which is partly determined by the tax base provided by private
industries such as mining, Likewise, it is not easy to separate a social impact on the housing
market without considering the health of the local labor market.

Along with housing in general, the social makeup of a community is impacted by the availability
and overall quality of the educations system. This section deals briefly with the current and
expected future impact of Wharf on the public education system

Another aspect in the analysis of social impacts that should be clearly understood is that
considering the social impacts traced to an entirely new economic development opportunity is
vastly different than the continuation of a very similar existing economic enterprise. In the case
of mining for example, if we examine the impact on public services and housing under the
assumption of a new gold mine that is projected to hire 155 new employees the social impact is
far different that the mere continuation a similar number of employees. Indeed it is probably of
considerably greater interest and importance to analyze the negative social impacts of the closing
of an existing mine than the continuation of its operation such as is in the present case,

Because the present study involves a continuation of an operation through extending the life of the
mine, the traditional analysis of social factors result in essentially no impact in many instances

simply because there are no changes likely to be expected for many of them.

EDUCATION

In 2007 and 2008 average student enrolliment originating from Wharf houscholds in the Lead-
Deadwood School District averaged 26. In Spearfish, the corresponding number was 35. During
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those years, average enrollment at the Lead-Deadwood District was 780 K-12 students. Spearfish
school district averages more than two and one-half times more students at 2,000 during the same
two years. Therefore, neither school district is impacted significantly by the incremental
enrollment traced to Wharf Resources. The Spearfish School District has experienced moderate
enroliment growth over the last decade while Lead-Deadwood enrollment has fallen, This reflects

the population shift that has been occurring in Lawrence County over the last twenty years.

The following graph illustrates the change in enrollment in the Lead-Deadwood school district

since 1998. Peak enroliment

over the last twenty years was GRAPH 15
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1991. By 1998, as the graph 1,200
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Deadwood District has made

enrollment projections out to the year 2017. This model uses school grade progressions for
students by grade and then sums enroliments for each grade to arrive at K-12 enrollment forecasts,
This model suggests that there will be moderate growth in enrollment beginning in 2012 and
extending to 2107. (Source: Lead-Deadwood School District Facility Use Study, D. F. Uerling,
2008.) Of course the outcome of individual economic development opportunities such as the
National Science Foundation project in the Homestake mine could change the outcome on

projections dramatically.

School administrators in the Lead-Deadwood district strongly feel that increases in enrollments
are net positive impacts to the school district and drops are considered negative impacts. Much of
this opinion is formed by the intricacies of the state education formula that dictates total budget

allowances on a per-pupil basis. In this formula, drops in available funding are directly
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proportionate to decreases in enrotlment, This policy, in effect, leaves the fixed costs of the

school district under-funded each time enrollment falls.

The mining permit contemplated presently by Wharf suggest that labor requirements will
moderately increase by about 20 employees. Given the proportionate impact on school
enrollment produced by existing employees, the twenty additional workers would be projected to
add 4 students to the Lead-Deadwood School District.

One can conclude that the extension of the life of the Wharf mining operation would produce

either no impact or a slightly positive impact from the stand point of the school District.

HOUSING

A general barometric reading of the overall housing market was obtained by independently
interviewing three real estate professionals, each with many years of industry experience. The
information compiled from them was corroborated by an interview with a deputy Lawrence
County assessor. Generally, there is unanimity of opinion that the real estate market, particularly
in the Lead-Deadwood section of the county clearly is and has been a buyer’s market in recent
years. Key indicators of abnormally high listing counts, high number of days on the market and
few potential buyer contacts all point to a general housing surplus, at least as far as market
conditions indicate. An opinion among real estate professionals in the area that the combination
of local weakness of the economy that began in many sections of the county a number of years
ago with the closing of Homestake added to the current national recession has become somewhat
of a long-run problem. There was a unanimity of opinion that any additional employment that
would be forthcoming if twenty of so jobs were added to the Wharf payroll during the expansion

of mine ore deposits would be welcome in the housing sector at this time.

PUBLIC SAFETY

Law Enforcement

The Lawrence County Sheriff Department, is the principal law enforcement agency for the county.
The cities of Lead, Deadwood and Spearfish have municipal police departments. The South

Dakota Highway Patrol also has a number of officers working out of communities in Lawrence
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County. The sheriff of Lawrence County reports that neither the mining operation or their
employees have imposed any burdens on law enforcement duties. (Interview with Sheriff Rick
Mowell, July 2010)

Approval of the mining permit is not expected to either increase or decrease requests for calls-for-
service than at present. The operation itself is not directly reached by traveling over county or city
roads. State Highway 373 is the main access and egress from the mine and does not require major

amounts of patrol.

Fire Protection and Emergency Sexvices

Since the Wharf mining facilities are surrounded by forested acreage, the possibility of wildfires is
a factor that must be considered. In addition, heavy equipment, fuel and structural improvements

are fires risks on mine property as they are in all other industrial settings.

Wharf has a responsibility to maintain on-site fire protection and therefore essentially has
responsibility for its own fire protection costs for events that originate on company property.
Wharf employees are trained to respond to fires and other emergency events on company property
and have been trained into a unit called the Surface Mine Rescue Team. In the swrounding area,
primary responsibility for fires on private property is the Lead Fire Department. The State
Division of Conservation and Forestry has responsibility for wildfire suppression prevention in
the area. This department has a physical location that houses offices and equipment two or three
miles from the Wharf mine on Highway 373. Fire events within the national forest boundary

would also have a work involvement by the U.S. Forest Service.

Many of these governmental fire suppression and prevention organizations have mutual aid
agreements with each other and with Wharf so if exceptional fire events take place the particular
organization with primary management responsibilities can receive assistance from any or all of

the others.

Emergency response services have rarely been needed in connection with the operation of the

mine. Immediate first aid and other basic emergency procedures are provided by the Surface
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Mine Rescue Team. Ambulance and EMT services are provided in the Lead area by Black Hills

Ambulance Service with headquarters in Deadwood.

HEALTH SERVICES

Employees of Whatf and their dependents are provided a comprehensive health insurance
program, these individuals and residents of households indirectly associated with the project
support medical and dental practices in the region in parallel with other members of the
community. Hospitals in Deadwood, Spearfish and Rapid City are relied upon to provide medical

care to all of the individuals associated with the company.

Care facilities are presently in ample supply and it is expected that a continuation of the life of the
mine and the continued patronage that the employees and their families generate would be viewed

as positive by the medical care community.

PUBLIC UTILITIES

Water

The Wharf mining operation has its own potable water source and distribution system. Water for
dust suppression is also provided independent of outside utility companies. Since no new or
additional water needs are projected in connection with the proposed permit, it is not believed that
adverse impacts on adjacent properties are likely. No new impacts are expected in connection in

conjunction with the contemplated mine permit.

Sewer and Solid Waste

Public Utilities are not required for sewer services on company property. The Wharf structures
are served by its own wastewater treatment system. Solid waste is limited in connection with the
operation. Any solid waste is regularly collected by private contractors and hauled to state
approved landfill sites. No change or increase in requirements for these services are expected in

connection with the proposed addition to the permitted acreage.
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Roads

No county roads are in the vicinity of the proposed project. Private roads within residential areas
are not expected to be disturbed in any manner. South Dakota Highway number 473 (Nevada
Gulch Road is the primary highway accessing the Wharf Mine. It ties into U.S. Highway 14A
approximately three mile from the entrance to the mine. This highway carries vehicular traffic to
and from the mine, It also serves the residents of the Lost Camp subdivision and adjacent
residential areas. Recreational and other tourist traffic also utilize this road, especially during the

winter ski season.

The road is likely to be re-aligned in connection upon approval of the proposed mining permit.
All costs of relocating the highway will be at Wharf’s expense and subject to the approval of the
South Dakota Transportation Department.

The proposed permit, if approved, will extend the life of the mine for up to seven additional years.
No additional traffic is expected to be generated than what has been accustomed to occur in

connection with its present operation.

RECREATION

Outdoor recreation abounds in every direction from the location of the Wharf mining operation,
Hiking and biking trails, hunting, all terrain vehicle use, snowmobiling, camping and a myriad of
other activities occur throughout the year on private and public land in the vicinity of the Wharf
mine. Although such activities are not permitted on property within the permitted mining
boundary, recreation of some types are permitted on Wharf owned land elsewhere in the Black
Hills. Land area that is presently accessible to the public that is also included under the pending
permit application is quite limited. Any Wharf or Golden reward land that would be approved for

mining under the new permit would not be accessible to the public.
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ADJACENT LAND USE

Recreation

In addition to the recreational uses discussed immediately above, the remaining major recreational
activity concerns the commercial downhill skiing operation on Terry Peak which is essentially
adjacent to the additional mining parcels contemplated in the pending permit. The Terry Peak ski
area is unique in that it is one of the few places in the region not situated along the spine of the
Rocky Mountains. Terry Peak does not offer the diversity and challenge of many western ski
resorts, but does provide a valuable recreational opportunity for residents from the Black Hills

region and many other more distant communities to the east.

Terry Peak is owned and operated by the Black Hills Chairlift Company, which also holds a
special use permit from the U.S. Forest for a portion of the lift and trail system on Terry Peak.

The Terry Peak Ski Area consists of two lodge/parking areas, five major lifts and over two dozen
trails. The ownership makeup of this company is comprised of a limited number of partners with
a still more limited number of major partners. Wharf Resources is one of the partners in the
company, but there is no individual owner, including Wharf, that owns a controlling interest in the

company.

The ownership interest of the company by Wharf has been mutually beneficial to all parties.
Wharf, as a company, has gained insight on the sensitivity of the ski business to what occurs on
properties that are proximate to their mining operation. The ski company has benefitted by being
aware of what resources Wharf is capable of providing to make the ski area more functional.
Providing material for parking lots and assisting with investments in artificial snow making
equipment are but two examples. The latter has been instrumental in reducing the ski down- time

in the early part of the season when precipitation is often not dependable.

The last major investigation into the impact of mining activity occurred in connection with a study
prepared during the 1997 permit application for the Clinton extension to the mine.
(Socioeconomic Assessment for Wharf Resource’s Clinton Project, Hammer, Siler, George
Associates, July 1996) This analysis provided considerable statistical evidence that skier days
rises when snow conditions are better and fall when snow conditions are poor. The improved

snow making capability has had measurable positive impacts on visitor volume to the ski area
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simply because it is a substitute (albeit an inferior one) for natural snow, Thus, a major
conclusion at the time, was if snow conditions are improved, the number of skier visits rises. It
has also been learned that artificial snow and natural snow both increase business volume, but

natural snow is much more important than artificial snow for increasing user volume.

Early knowledge of this and due to the unpredictable Black Hills winters, Terry Peak initiated
snowmaking investments in the 1970s. Additional snowmaking improvements have continued
over the years so that today there is coverage on 60 percent of the slopes. The last major
investment occurred in 2002 when Terry Peak acquired three wells and three holding ponds as
part of the reclamation plan and partnership of the Golden Reward mine. Also during that time,
the company undertook a five year plan for major improvements which included expanded snow
making coverage, improved chairlifts capacity, lodge improvements and increasing the amount of

ski terrain.

During the decade of 1986 to 1996 when some of these improvements were taking place and
mining was visible, visitor volume improved from the 50,000 skier visits per year to 80,000 skier

visits toward the end of this 11 year period.

Actual skier visits are not readily available currently, but management indicates that, now with the
improvements in artificial snowmaking ability that in a year of poor natural snow with no
appreciable snowfall before the Christmas holiday period they still are able to generate 80,000
visits per year - thanks in large part to the artificial snow in the early season. If significant natural

snowfall occurs prior to Christinas, they now expect to accommodate about 120,000 skier visits.

In summary, the last twenty or so years have confirmed that ski recreation can co-exist in relative
harmony to nearby gold mining operations and even grow in popularity when investments are
targeted to improving the skier experience on the slope. It also has shown that the visual impacts
of mining activity as skiers recreate, does not interfere with their enjoyment of the sport. Both
Wharf and earlier Golden Reward played some part in enabling and encouraging many of the
improvements of the ski facility. It would appear this past pattern can be continued with the
appropriate seasonal timing of the mining of those newly permitted mining areas that would
interfere with ski activities, This means that the former Golden Reward permit areas would

probably need to take place during seasons of the year other than when skiing is taking place.
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ADJACENT HOUSING

The primary housing areas that are perceived to exhibit potential impacts in connection with the
proposed permit consist of the Barefoot Condominium area and the Lost Camp area. Both of
these areas bear proximity to the western part of proposed permit area that is adjacent to the

existing Wharf operation.

A historical chronology of the Lost Camp residential area concerns the fact that it was originally
envisioned as location for recreational, seasonal use cabins and cottages. As time passed, more
substantial structures were developed with the potential to be occupied 12 months a year. The
seasonal use that has evolved is primarily during the summer vacation period and the winter ski
season, although other seasons may see some use of seasonal homes. It appears when fraversing
the area that there are now about eleven homes occupied year around in the subdivision. The vast

majority of all buildable lots appear to be developed at this time.

Over a large number of years, many somewhat unique characteristics of the housing market in the
Lost Camp area have evolved. First, the rate of turnover of properties has always been high in
that subdivision. Realtors interviewed explain that this is caused in large part by the fact that a
significant portion the residences are viewed as seasonal or as a family’s second home. As other
recreational investments, owners look at these properties as way to make use of part of their
discretionary income. Second, some of the properties are viewed merely as invesiments. Some
owners, reportedly, use the properties personally very rarely, if at all and rent them through
vacation leasing brokerages. Since there is no personal residential need for this class of owners,

they are quick to sell them when opportunities for capital gain arise,

The past has also seen situations when the dependability of potable water existed for these
residential areas. In 2005, Wharf Resources transferred ownership a water system to the Terry
Valley-Trojan Water Project District (TV-TWPD). In connection with this transfer was an access
easement along the water line route, approximately 3 miles of pipe line, two wells and pumps and
a booster station facility. Another lot was provided to the district for additional storage. This
improvement has apparently eased most of the historical water problems experienced by the

residential areas,
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A main driver of the housing market in the area has historically been the benefits of the nearby ski
area and it’s location for other vacation and recreational pursuits during other seasons of the year.
Fluctuations in the housing market in this area are significantly impacted due to local and national
economic conditions because of the discretionary nature of the second home market. Personnel at
the county assessor’s office indicate that over long periods of time the housing market near Terry
Peak mirrors the overall housing market of the county. Currently, higher valued housing prices
are presently experiencing market downward pressure in this particular area in a degree similar to

higher value housing elsewhere in the county.

Realtor’s with work experience spanning the entire span of Wharf mining activity feel that the
critical factor in determining the ultimate impact on these housing areas is the degree to which
environmental impacts are screened from the area in a manner similar to what has been
experienced in the past. Historically, mining by Wharf has had no measurable effect on property
values, and if Wharf maintains their past record of being sensitive to adjacent land use, the impact
resulting from the additional mine life will remain much as it has as it has over the last quarter

century.

It is important to also point out that the long-run impact to the area has the potential to greatly
enhance the recreational and commercial attributes of the area if certain reclamation efforts
associated with the new permit are accepted. Past reclamation land use plans were focused
primarily on wildlife habitat and grazing. The present permit involves a reclamation plan that
redirects reclamation efforts much more to recreational, residential and commercial 1and uses,
Should that be approved, the opportunity for enhanced re-use of mined land will be highly

compatible with present adjacent land use in the inmediate vicinity of Terry Peak.
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SECTION VI
SUMMARY

The socioceconomic impacts to be expected in connection with the approval of the ore bodies
associated with the mining permit presently contemplated by Wharf resources can be summarized

as follows:

Economic Impacts

Economic impacts are substantial relative to other economic activities in the county employing a
similar number of workers. This is because mining is a primary industry that creates new wealth
that is distributed throughout other sectors of the economy in the process of extracting gold. The
number of workers employed in the mining industry would expand by approximately 20 from the
present to 155, These employment positions would exist for a period of about 7 years the permit
is approved. In the absence of this permit approval, the mine’s existing ore reserves will be
exhausted in approximately 2012,

Earnings associated with these employment positions totals about $10.1 million per year including
worker benefits and other employment costs. Non payroll purchases of goods and services
required by the company to conduct mining activity is expected to average about $11.5 million
and is expected to be even higher than this amount in the early years of development of the ore

bodies associated with the permit.

These dollars would, in turn, generate induced economic impacts to the local economy as Wharf
workers spend their income in the local economy and as the mine purchases goods and services
from local vendors. It is estimated that the induced employment increment would amount to

another 155 positions distributed in various local economic sectors.

Fiscal Impacts

State and local tax structures interact with mining activity. Given estimated projections of

required local expenditures in the South Dakota economy it appears that sales taxes paid by Wharf
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to the state would range somewhere in the range of $670,000 to $902,000, Workers, in the
process of expending their earnings, will add at least another $300,000 in sales tax benefit to the
state. Although only a limited amount of direct purchases by the company occur in
municipalities, it is apparent that most of the taxable expenditures incurred by Wharf employees
does occur within municipal boundaries. Estimates of local sales taxes are beyond the scope of
this study.

Property taxes directly arising from mine property accrue primarily to school districts and to
Lawrence County government. During some of the peak assessment years property taxes to these
two entities could amount to as much as $900,000 per year. In years past, about 74 percent of
local property taxes accrued to the school district. This means that during these peak years the
school district could benefit up to $666,000 per year depending on the price of gold and therefore
the value of the property containing the gold ore. The balance would be directed toward county

purposes.

The state tax on gold is comprised of two components. The first consists of a basic $4.00
severance tax on gold. If the price of gold rises above $800 per ounce the severance tax becomes
$8.00 per ounce. In addition, a net income tax is charged to gold companies and is equal to a flat
10 per cent of net company profits. Together, these two taxes will generate substantial revenue if
the price of gold maintains itself near today’s present value of $1,200 per ounce. Any estimate of
this revenue far into the future is subject to significant error given the general condition of the
national economy. Broad estimates suggest that it could amount to between $1.5 and $2.5

million annually during some of the seven years of production.

Social Impacts

Impacts on public education arise from revenue and a from enrollment points of view. As seen
earlier, the revenue impact to the Lead-Deadwood schoo! district is substantial. The impact on
enrollment, however, is minor. Only about 35 students in the Lead-Deadwood school district
originate from households of Wharf employees. In the case of the Spearfish district the total is
somewhat less than that amount. From the standpoint of school officials, additional enrollment is

a benefit rather than a detriment to the financial condition of the district.
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Representative opinions from public safety services such as police, fire, health, and emergency
services do not regard the existence of the mine and its employees in their service area is a
detriment to their activity. They report that no undue or unexpected requirements for service arise

in connection with the mine.

Public utilities for the most part are operated via enterprise accounts which suggests that the
demand for services largely are paid directly by users on a fee basis. Adequate capacities exist for
such services in the area and continuation of their requirement by households of Wharf employees

are not regarded as problematic.

Roads and streets similarly do not experience measurable additional wear by the company or their
employees. Most of the utilization of company rolling stock occurs exclusively on mine
property. Any realignment or other changes to State Highway 473 that may be required in
connection with the mining activity connected to the permit will be at the cost of Wharf and

according to South Dakota Department of Transportation guidelines and specifications.

Commercial recreation in the area of Wharf mining activity is limited primarily to the Terry Peak
Ski Area. Considerable improvements have been made to the Terry Peak ski operation since the
involvement of Wharf began in the 1990's. Considerable investments in snow making equipment
have been made possible by the involvement of both Wharf and earlier by Golden Reward, now
owned by the parent company of Wharf Resources. Mining activity of Golden Reward ore

deposits will need to be seasonally adjusted in order to minimize impacts during the ski season.

Adjacent housing areas, particularly those located near the western portion of the ore deposit
included within the pending permit adjacent to the existing Wharf property is the only component
of the permit that could bear an impact on residential property owners. However, the Barefoot
Condominium area and the Lost Camp subdivision and adjacent residential lots will not be
adversely impacted, if mining activity associated with this permit is carried out using mining
practices that are similar to what they have been able to accomplish over the past 27 years,
According to knowledgeable real estate professionals and employees associated with the
Lawrence County equalization office, market values of residential property has not suffered any
adverse economic impacts from past mining activity by the company. Over long periods of time
real estate values have fluctuated similar in the Lost Camp subdivision to what has occurred

elsewhere in the county.
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REQUEST FOR CONDITIONAL USE PERMIT

LAWRENCE COUNTY OFFICE OF 03/29/2011
PLANNING & ZONING CUP# 00000398
DEADWOOD, SOUTH DAKOTA 57732
Parcel #: 00000-00000-000-00
Name: WHARF RESOURCES (U.S.A.) INC
Applicant: WHARF RESOURCES (U.S.A.) INC
911 Address: 10928 WHARF ROAD
LEAD SD 57754
Location: NORTH EAST OF TERRY PEAK
Type of LARGE SCALE MINE
Permit:
Legal MULTIPLE PARCELS IN SECTIONS 1, 2, 3 & 12, T4N, R2E, AND SECTIONS 6 & 7,
Desc: T4N, R3E, AND SECTIONS 33 & 36, T5N, R2E B.H.M., LAWRENCE CO., SD
Present
Zoning: SRD, PF, RC, HSC
Names of Property Owners with 500' of subject property: See Exhibit 'A'

Fee: $3000\.? /C Receipt #: MR-11-0000466

Signature of Petitioner:

7 < /
Signature of Property Owner:‘% < _/4/
Signature of Administrative Official: M‘G @ 7/(9(7%:

Amber A. Vogt, Director
Lawrence County Planning and Zomng

Public Hearing Date Scheduled: 05/05/2011 at 3:00 p.m. and 05/24/2011 at 1:00 p.m.
(or as soon thereafter as may be heard)

Legal Note Published: APR 20, 2011 and MAY 14, 2011
Notice of Hearing Posted on Road Frontage Property: 04/25/2011
Recommendations of Planning Commission: ~ Approval X Denial

(Reasons attached) Date June 1Y, D odt

Recommendations of County Commission: Approval X Denial

(Reasons attached) Date Jme 1Y ( Do J



CONDITIONAL USE PERMIT
CUP# 00000398

LAWRENCE COUNTY OFFICE OF
PLANNING & ZONING
DEADWOOD, SOUTH DAKOTA 57732

This Conditional Use Permit granted this day to WHARF RESOURCES (U.S.A.) INC (WHARF
RESOURCES (U.S.A.) INC) on recommendation of the Lawrence County Planning Board and the
Lawrence County Commission; and upon the results of the required public hearing(s).

Said Conditional Use Permit is intended to be used for the specific use herein. Any other
use of this Conditional Use Permit is in violation of Lawrence County Ordinance and the
violator is subject to the penalties set forth in said Ordinance.

Parcel #: 00000-00000-000-00
Location: NORTH EAST OF TERRY PEAK
911 Add: 10928 WHARF ROAD
LEAD SD 57754
Legal MULTIPLE PARCELS IN SECTIONS 1, 2,3 & 12, T4N, R2E, AND SECTIONS 6 & 7, T4N,
Desc: R3E, AND SECTIONS 33 & 36, TSN, R2E B.H.M., LAWRENCE CO., SD
Type of LARGE SCALE MINE
Permit:
Present SRD, PF, RC, HSC
Zoning
Dist.:

Signature of Property Owner: O{c J L
Signature of Administrative Official: M 4 6 0 o ,

Amber A. Vogt, Director
Lawrence County Planning and Zonmg

Date Granted: 31/\(\ e f"} ; S| i




STATE OF SOUTH DAKOTA
LAWRENCE COUNTY
BOARD OF COUNTY COMMISSIONERS

IN THE MATTER OF THE CUP NO. 398
APPLICATION OF WHARF

RESOURCES (U.S.A)) INC. FOR A FINDINGS
LARGE-SCALE EXTRACTIVE AND
INDUSTRY CONDITIONAL USE DECISION
PERMIT.

The application (“Application”) of Wharf Resources (U.S.A.) Inc. (“Wharf
Resources™) for a large-scale extractive industry Conditional Use Permit (“CUP”)
came on regularly to be heard before the Lawrence County Planning Commission
(“Planning Commission™) and the Lawrence County Board of County Commissioners
(“Board of County Commissioners”). The Board of County Commissioners having
considered the Application, and the testimony and evidence admitted, and good cause
appearing therefore, hereby enters the following:

FINDINGS

1. The CUP Application was filed with the office of the Lawrence County
Planning and Zoning Administrator (“Administrator”) on March 4, 2011. The
Application is for the expansion of the existing Wharf and Golden Reward Mines (the
“Expansion Project”).

2. The $3,000 application fee was paid by Wharf Resources on March 4,
2011.

3. The Application contains all required and requested information.

4. The Application is complete in all respects.

5. On April 7, 2011, the Planning Commission held an informational
meeting regarding the Application.

6. An on-site field trip for the Planning Commission, the Board of County
Commissioners, and the public to the Expansion Project was held April 19, 2011.

7. Notices of the Application and all hearings thereon were published,
posted and mailed as required by law.

May 27, 2011



8. Notice of the May 5, 2011 Planning Commission hearing on the
Application was published in the Black Hills Pioneer on April 13 and April 20, 2011.

9. On April 6, 2011, Wharf Resources mailed, by registered mail, notice of
the May 5, 2011 Planning Commission hearing on the Application to each property
owner of record within 500 feet of the proposed outer boundary of the proposed CUP
area. The mailed notice indicated the type of conditional use proposed, and the date,
place and time of the public hearing.

10. Wharf Resources filed copies of all the notice letters and the return
receipts with the Administrator.

11.  Prior to April 25, 2011, Wharf Resources posted notice of the May 5,
2011 Planning Commission public hearing on a public road at a site designated by the
Administrator.

12. Notice of the May 24, 2011 joint public hearing of the Planning
Commission and the Board of County Commissioners was published in the Black
Hills Pioneer on May 7 and May 14, 2011.

13. Buffer zone waiver letters from the United States Department of
Agriculture—National Forest Service, the South Dakota Department of Transportation,
the United States Department of Interior-Bureau of Land Management, Black Hills
Chair Lift Co., and Lead Volunteer Fire Department were filed with the Application.

14. Wharf Resources filed a socio-economic impact study with the
Application.

15. The socio-economic impact study addresses all required and requested
Expansion Project impacts and areas.

16.  The socio-economic impact study is complete in all respects.

17. The Expansion Project is primarily located to the south and west of the
existing Wharf and Golden Reward Mines, respectively. A small section of the
Expansion Project is located north of the Wharf Mine. The CUP area, and the areas
of disturbance, are as specified on the maps filed with the Application.

18. The Expansion-Project covers approximately 600 acres of private land,
with épproximately 250 acres of disturbed lands. Only an additional 116 acres
outside of the existing Wharf and Golden Reward Mines permit boundaries will be
disturbed.

2 May 27, 2011



19. Mining in the Expansion Project will be an open-pit truck and shovel
operation, similar to the current operations at the Wharf Mine. The ore produced in
the Expansion Project will be processed at the existing Wharf Mine by heap leaching
with a dilute cyanide solution. The waste disposal sites within the permit area are as
specified on the maps filed with the Application.

20.  Both gold and silver ore will be mined in the Expansion Project.

21. It is anticipated that mining in the Expansion Project will increase Wharf
Resources’ life-of-mine by approximately 7 years, extending the mine life from 2012
to 2019 or 2020.

22.  Wharf Resources presently employs 150 persons. To conduct mining
operations in the Expansion Project, and also continue its present operations, Wharf
Resources anticipates the continued employment of approximately 150 persons.

23.  Sixty-two percent (62%) of Wharf Resources’ current employees live in
Lawrence County.

24.  One hundred percent (100%) of Wharf Resources’ employees currently
live in South Dakota.

25.  Over the extended mine life, Wharf Resources will pay a total of
approximately $25 million in various state and local taxes.

26. Also over the extended mine life, Wharf Resources will spend
approximately $20 million per year in South Dakota.

27.  The Expansion Project does not include any plans to mine, disturb, or
move the Terry Cemetery.

28. Mining in the Expansion Project will not disturb any part of the active
Terry Peak Ski Area, and mining will not interrupt the ski season.

29.  Reclamation in parts of the Expansion Project will have the potential for
lengthening ski runs and otherwise improving Terry Peak Ski Area facilities.

30.  The owner of the Terry Peak Ski Area, Black Hills Chair Lift Co., gives
its fullest support to the Expansion Project.

31. In the area of the Expansion Project, State Highway 473 (Nevada Gulch
Road) will be relocated and improved at Wharf Resources’ expense, under the
supervision of the South Dakota Department of Transportation.

32. The conditional use proposed in the Expansion Project, gold and silver
mining, is appropriate considering the existing adjacent Wharf and Golden Reward
Mines and the mining history of the region.

3 May 27, 2011



33. The size of the Expansion Project is appropriate, considering the sizes of
the adjacent Wharf and Golden Reward Mines.

34. The Expansion Project is easily accessed by State Highway 473 (Nevada
Gulch Road) and the Wharf Road. In addition, the proposed haul road tunnel under
relocated State Highway 473 (Nevada Gulch Road) will provide safe access to the
Expansion Project in the Golden Reward Mine area and maintain public safety. The
access and haul roads are as specified on the maps filed with the Application.

35. The topography in the Expansion Project is similar to the topography in
the existing Wharf and Golden Reward Mines, and is appropriate for the requested
conditional use, gold and silver mining.

36. Considering the existing Wharf and Golden Reward Mines and the area
surrounding the Expansion Project, mining in the Expansion Project will not be a
detriment to the present or anticipated population density.

37. Wharf Resources owns the substantial majority of the lands in the buffer
zone. The only other landowners in the buffer zone are the United States Department
of Agriculture—National Forest Service, the South Dakota Department of
Transportation, the United States Department of Interior—Bureau of Land
Management, Black Hills Chair Lift Co., and Lead Volunteer Fire Department. All
five of said landowners have signed buffer zone waivers, and the waivers are on file
with the Administrator.

38. The required buffer zone boundaries are as specified on the maps filed
with the Application.

39. The buffer zone between disturbed and surrounding lands, considering
the filed waivers, reasonably prevents injury or interference with the existing uses and
enjoyment of other property within 500 feet of the areas of disturbance, and also
reasonably prevents substantial diminishment or impairment of property values within
500 feet of the areas of disturbance.

40. It is anticipated the Expansion Project will assure the continued
employment of approximately 150 persons and the continued payment of state and
local taxes by Wharf Resources, thereby having a positive effect upon the population
base and tax base of Lawrence County.

41. Considering that the Wharf Mine has been in operation in its present
location since approximately 1982, and further considering that it has employed 150
persons over the last several years, and further considering that its gold production
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has been approximately 60,000 ounces per year over the last several years, the
continued operation of the Wharf Mine consistent with these historic levels for an
additional 7 years will have positive and beneficial effects upon housing, public
education, law enforcement, fire protection, public and private water systems, public
sewer and solid waste systems, public roads, health services, parks and recreation
within Lawrence County.

42.  Regarding the Lost Camp Subdivision, during Wharf Resources’ mining
operations:

a. Property values in the subdivision have increased significantly;

b. Wharf Resources donated the Terry-Trojan water supply system
to the subdivision homeowners association;

c. The subdivision has benefited by the Terry Peak Ski Area
improvements, including water, equipment and facilities for
snowmaking, made possible by the cooperation between Wharf
Resources and the Terry Peak Ski Area;

d. The subdivision will be further benefited by the expansion of, and
additional improvements to, the Terry Peak Ski Area made
possible by the Expansion Project; and

e. The subdivision will be further benefited by improved access as a
result of the relocation and improvements, at Wharf Resources’
expense, of State Highway 473 (Nevada Gulch Road) as a part of
the Expansion Project.

43.  The Planning Commission unanimously recommended to the Board of

County Commissioners that the Application be approved.

On motion duly made, seconded and carried, the Board of County
Commissioners hereby adopts the foregoing Findings, and makes and enters the
following:

" DECISION

The Application is approved, as conditioned by the Permit Conditions set forth

on Exhibit A attached hereto and by this reference incorporated herein.

5 May 27, 2011



DATED this {4 dayof Tuwne 2011

LAWRENCE COUNTY BOARD OF
COUNTY COMMISSIONERS

WEQ

" Daryl Johnsda, Chairian

SR,
AP,
j 2%
ATTEST: "
4.«‘/ Jags

Lawrence County Auditor

6 May 27, 2011



Conditional Use Permit #398 Wharf Resources Expansion Project

CONDITIONS

In May of each year, Wharf Resources shall file a written annual report with the Lawrence
County Planning and Zoning Administrator, setting forth Wharf Resources’ compliance with
the terms, requirements, and conditions of this Conditional Use Permit as well as an update on
the general operations and reclamation of its mining and processing operations. Such report
shall address selected key socioeconomic information such as employment, payroll, work
force, residency, taxes, anticipated activities, impacts on adjacent lands (that is, drilling,
blasting, noise, dust, traffic, etc.) and any additional areas as may be determined by the
Lawrence County Commission.

All excavations, extraction of materials and minerals, open pits and impounding of waters
hereafter established or enlarged shall conform to the approved operating plans and permit
conditions of the South Dakota Department of Environment and Natural Resources (DENR)
and any applicable United States Environment Protection Agency (EPA) water discharge
permit standards.

. 'Copies of all Notices of Violations (NOV’s) sent to Wharf Resources from the DENR or EPA
shall be transmitted to the Lawrence County Planning and Zoning Administrator within ten
(10) days of Wharf Resources’ receipt.

Reclamation of the land shall conform with the rules, approved reclamation plans and permit
conditions of the DENR and in consultation with the Natural Resources and Conservation
Service (NRCS). Reclamation will proceed in a timely and orderly fashion as determined by
the DENR and the NRCS. All state required annual reclamation reports shall be made
available for review by the public upon request.

Wharf Resources shall immediately report the release of fuel or chemicals in excess of the
“reportable quantity” or in quantities that will be harmful to the groundwater, the public
health or the environment or that will contaminate surface water supplies in any way to the
DENR, the Lawrence County Commission Chairman, the Lawrence County Planning and
Zoning Administrator and the Lawrence County Emergency Management Director pursuant
to the Lawrence County Hazardous Materials Emergency Response Plan. If the Lawrence
County Emergency Management Director is not available, the Lawrence County Sheriff’s
Dispatch Center shall be contacted.

Wharf Resources will monitor wells within the permit area in compliance with DENR
requirements. In the event water quality problems develop in any wells, Wharf Resources
will notify the Lawrence County Planning & Zoning Administrator of all mitigative measures
taken. '

Wharf Resources shall be responsible for Lawrence County’s portion of the continued
operation and annual payments of two (2) stream flow gages which measure stream flow in
the vicinity of mining operations near Terry Peak in Lawrence County for the life of the mine.
‘Gage 1 is known as continuous-record gaging station 06430800 located on Annie Creek near
Lead. Gage 2 is known as continuous-record gaging station 06432172 located on False
Bottom creek near Central City.

If an overburden disposal area will affect drainage, Wharf Resources shall install a surface
water quality monitoring station below the disposal areas, and shall comply with all Surface



10.

11.

16.

Conditional Use Permit #398 Wharf Resources Expansion Project

CONDITIONS

Water Discharge Permit requirements. Any confirmed evidence of discharges beyond the
DENR’s and EPA’s standards shall be reported to the DENR and the Lawrence County
Planning and Zoning Office within twenty-four (24) hours. Follow-up correspondence shall
be forwarded to the EPA as required by Wharf Resources Surface Water Discharge Permits.
Results of the monitoring program shall be made available for review by the public upon
request.

Existing public roads within the permit area will remain intact wherever possible. If existing
public roads are disturbed, a suitable alternative access road will be provided as long as active
mining and reclamation are in progress.

Wharf Resources shall adhere to a dust suppression program to control dust on the following
roads: those areas of State Highway 473 disturbed by Wharf Resources’ mining operation,
the Wharf access road, and all haul roads within the permit area. Wharf Resources shall
utilize dust suppression methods recommended or approved by the Lawrence County
Highway Superintendent or the DENR. Should legitimate dust concerns be raised by
adjoining property owners, Wharf Resources shall increase its dust suppression activities on
affected roads and increase air quality surveillance to ensure compliance with state and
federal regulations.

Wharf Resources shall cooperate with Lawrence County in regulating employees’,
contractors’, service person’s and suppliers vehicle speeds and the observance of traffic signs
on all public roads in the vicinity of Wharf Resources Mining Operation.

. Wharf Resources shall try to schedule normal off-site heavy truck weekday deliveries during

daylight hours.

. Complaints shall be handled in accordance with the complaint, violation and penalty

provisions of the Lawrence County Zoning Ordinance then in effect.

. Wharf Resources shall conduct blasting operations during daylight hours.

. Blasting parameters shall be as determined by the Bureau of Mines Report of

investigation/1980 (R1 8507), unless superseded by a more recent document to establish safe
seismic disturbances and air blast limits. During development and operation of the Expansion
Project, Wharf Resources shall conduct studies at least annually, or more frequently if
required, to quantify the effect of pit blasting on the surrounding area. Results of such testing
shall be included in the written annual report. If complaints arise regarding blasting and
further investigation is merited, monitoring equipment may be required to evaluate the
complaints. Appropriate mitigation measures may be established by the County Commission.
All costs associated with monitoring and mitigation shall be at the sole expense of Wharf
Resources.

If dust due to blasting becomes a problem to local residents, one or more of the following
mitigative measures shall be employed:

a) Blast parameters shall be revised for possible adjustment.
b) Weather conditions shall be monitored and blasting shall be conducted with
favorable meteorological conditions (i.e. raining or favorable winds, no inversion).
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Conditional Use Permit #398 Wharf Resources Expansion Project

CONDITIONS

¢) Air quality surveillance shall be increased to ensure compliance with state and federal
regulations.

Wharf Resources shall, to the extent possible, continue to maintain sixty percent of its
workforce from within Lawrence County. Should work at the project be contracted out, Wharf
Resources shall make every reasonable effort to utilize county residents and/or contractors.

Wharf Resources shall continue to make every effort to make initial and recurrent purchases
of materials and supplies from within Lawrence County communities first and regional
communities secondly, to the extent such items are available at comparable costs, quality and
delivery schedules of suppliers outside the area.

Wharf Resources shall be allowed to operate a Rubble/Construction and Demolition Debris
Disposal site in the areas referenced by exhibit in the application materials as regulated by the
State of South Dakota for such operations. This will allow for dumping of materials produced
by Wharf Resources associated with reclamation and general housekeeping of their property
only, and shall not extend to materials generated off-premises.

Wharf Resources shall have a Fire Hazard Mitigation Plan developed and implemented.
Wharf Resources shall provide hazard training and work cooperatively with Lawrence County
Emergency Management Office to ensure county emergency responders are properly trained

to manage any hazard situations that may arise.

Wharf Resources shall maintain access to the Terry Peak Cemetery during mining, and will
continue to work with the Terry Cemetery Association.

Any construction of structures or movement of buildings onto the property shall require a
building permit from the Lawrence County Office of Planning and Zoning.

All lights used for illumination shall be directed away from any nearby residences, businesses
and public roads and shall use “down-throw” lighting.

. The applicant shall provide a copy of the State Permit and any inspections/violations from the

DENR to the Lawrence County Planning and Zoning Office.

. The applicant shall submit to the Office of Planning & Zoning a person to contact with their

telephone number, other than the office’s number, in case of emergencies, violations or for
gathering information.

Wharf Resources will notify the Lawrence County Planning & Zoning Office of changes in
the Mine General Manager and the Operations Manager within 2 business days of such
changes.

. One on-premise sign may be allowed on the property and conform to Chapter 7 of the

Lawrence County Zoning Ordinance. This sign will state the name of the company, telephone
numbers and hours of operation.
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Conditional Use Permit #398 Wharf Resources Expansion Project

CONDITIONS

All noxious weeds shall be controlled per the Lawrence County Invasive Species Department
regulations.

Wharf Resources shall, ninety (90) days prior to any planned, permanent closure or long term
cessation of mining operation, give notice of said closure or cessation to the Lawrence County
Planning and Zoning Commission and the Lawrence County Commission. Wharf Resources
shall cooperate with any inspections undertaken by said Planning and Zoning Commission
and Lawrence County Commission for the purpose of identifying any impacts on affected
roads and compliance with reclamation plans.

If State of South Dakota or federal laws, rules or conditions conflict with these conditions, the
state or federal requirements shall control.

. Any change of property ownership, with the proposed transfer of this subject Conditional Use

Permit, shall be reported immediately to the Office of Planning and Zoning.

a. If any terms, condition or requirement stipulated in the Conditional Use Permit,
the Lawrence County Zoning Ordinance or applicable State and Federal
regulations are not fully complied with in all respects, this permit shall be
reviewed and may be suspended or revoked.

b. This permit shall be reviewed on an annual basis or on an as needed basis to
assure compliance with the attached conditions, at which time addition
conditions may be attached or the permit may be cancelled if deemed necessary
for the protection of the public interest.



Conditional Use Permit #398 Wharf Resources Expansion Project

CONDITIONS

33. Prior to conveying any portion of the real property included within the boundaries of
Conditional Use Permit No. 398, and prior to conveying any portion of real property now
owned by Wharf Resources adjoining or adjacent thereto, Wharf Resources shall submit
proposed boundary plat(s), as defined in Chapter 2, Article 1, of the Lawrence County
Subdivision Ordinance, that include said portions to the Lawrence County Planning
Commission and County Commission and obtain approval as to size and shape. Factors to
consider in determining plat size and shape may include, but not be limited to, topography,
geography and natural, typical, practical or artificial boundaries. This condition shall not
apply to such portion of the property that is subject to contractual conveyance obligations
between Wharf Resources and Black Hills Chair Lift Co. existing as of the date of the
approval of the application for Conditional Use Permit No. 398. This condition shall not
apply to the existing Lost Camp Subdivision. Approval of any boundary plat shall be a pre-
condition to approval of any preliminary plat(s) submitted for the purpose(s) of subdivision of
any such property.



Conditional Use Permit #398 Wharf Resources Expansion Project
CONDITIONS

34. During active mining operations, Wharf Resources will provide public rights-of-
way across its property to provide access from the Stewart Slope Road to the Perkins
Road (Richmond Hill Road), and to the Redpath Creek Road. Wharf Resources may
change the locations of the public rights-of-way. Wharf Resources will maintain the
public rights-of-way during its active mining operations. During reclamation, the public
rights-of-way will be reclaimed as required by ARSD 74:29:07:12, unless a local, state,
or federal agency requests that the public rights-of-way remain unreclaimed and agrees to
be responsible for future maintenance. ARSD 74:29:07:12(10).



CONTACT US

A video production containing details about the
expansion program is available at the Lawrence
County website at:
http://www.lawrence.sd.us/pz_interest. htm#WHARF

If you have any questions, or require more
information about Wharf Mine operations, please
contact us at: wharf@goldcorp.com

www.goldcorp.com

TSX:G NYSE:GG

WHARF MINE
EXPANSION

INFORMATION
UPDATE -
JUNE 2011

GOLDCORP



WHARF RESOURCES (USA) INC.

Wharf Mine has been in operation since 1983 and is the only
operating gold mine in the state of South Dakota. We are
proud of our history and our positive ongoing relationship
with local communities. Currently, Wharf Mine is pursuing
an expansion that will enable us to continue operating until
2020. As part of this process we are reaching out to area
residents to provide details about our activities. We invite
you to contact us for more information.

In its current permitted area, Wharf Mine is scheduled to
cease operation in 2012. Based on successful exploration
activities, we have determined there are additional mineral
resources to continue operations to 2020. Wharf has applied
to the South Dakota Department of Environment and
Natural Resources and to Lawrence County for a new mine
permit to encompass an additional 600 acres. Of this area,
only 250 acres would be used for mining operations.

Wharf works closely with communities and regulatory
authorities to ensure that our mining operations and
reclamation takes place in a socially and environmentally
sound manner. We take pride in our operational
performance and our successful track record of returning
areas to their natural habitat.

Please take a moment to review the information contained
within this update. If you have any questions, or require
more information about Wharf Mine operations, please
contact us at: wharf@goldcorp.com

Bill Shand
Wharf Mine General Manager

WHARF RESOURCES CONDITIONAL USE [ T e S Lt
PERMIT APPLICATION ; R

Highlights

» Expansion of Wharf Mine permit area to include additional
600 acres

» Seven-year mine life extension to 2020

» Significant economic contribution to South Dakota
including 150 jobs for an additional seven years and annual
community donations of approximately $100,000.

* Proposed mine expansion has the approval of the Terry
Peak Board of Directors

* Planned improvements to Terry Peak ski hill to be funded

by Wharf Resources: OUR COMMITMENT TO THE

- New, faster chair lift to replace the existing Red Lift ENVIRONMENT

- Potential for extended ski runs
Goldcorp and Wharf Resources are committed to
¢ the protection and preservation of the environment

trail system and to ensuring compliance with industry standards,

- No additional water usage environmental legislation and regulations. All of our
employees take an active role in good environmental
stewardship. Regular sampling programs at Wharf Mine
monitor air quality, water quality, wildlife and reclamation
o Construction 2012-2014 of mined lands on a regular basis. Detailed reporting
information in compliance with the internationally-
accepted Global Reporting Initiative standards is available
in our annual sustainability report published online at:

- Snowmobile trails connecting to the Black Hills

- Re-routing and straightening State Highway 473
along Green Mountain

o $4.5 million cost to be fully funded by
Wharf Resources

- Separated seasonal haul road to be constructed www.goldcorp.com
between Wharf and Golden Reward mines, including
a tunnel under Highway 473 Goldcorp aims to create sustainable prosperity for all of

our stakeholders - throughout the life of mine, and well

-No impact on the Terry Cemetery beyond. We are a proud signatory to the United Nations

- Enhanced reclamation of mined areas to be completed Global Compact and follow the strict guidelines of the
concurrent with mining so that minimal additional Extractive Industries Transparency Initiative. For more
reclamation is required at closure information, please visit us online at:

www.goldcorp.com/corporate_responsibility
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Wharf Mine Expansion — A win/win opportunity for Goldcorp and
Lawrence County

Wharf Life of Mine

Future

Current
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2010 2012 2014 2016 2018 2020
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Presentation
Overview

Project Summary

Terry Cemetery

Terry Peak Ski Area

Highway 473 Reroute
Economics

Social Responsibility
Video Simulation

Summary




Project Overview - 116 Acres of disturbance outside of existing permit boundary

« 600 acres total
250 acres of disturbance

« Adjacent land owners
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7 Year Mine Life Extension

Wharf Resources Gold Production

Gold Production

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
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The Terry Cemetery will not be touched

57

* We do not plan to mine disturb it.
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Terry Peak Ski Area - No Mining at Golden Reward during the ski season

* Mining will not disturb any of the active ski area
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Economic Benefits to South Dakota

» 150 Full Time Jobs for 7 years

« $25M in taxes over life of mine:

« $20M per year spent in SD
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Economic Benefits to Lawrence County

Expenditures in Lawrence County

$120,000,000

$100,000,000 62% of Wharf
Employees live in
Lawrence County

$80,000,000
100% live in
South Dakota

$60,000,000

$40,000,000

$20,000,000

$0 -
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Wharf Resources is an asset to Lawrence County and South Dakota

Projected Wharf Mine Expenditures 2011 - 2020

«Jacob’s Welding

Lawrence County
$26,000,000

/

11 :GOLDCORP

| ocal contractors
(CAl, Donovan,
Winters, etc.

«Nelson Brothers *Butler Machinery

oCyanCO eDale’s Tires

*Clean Air and Water *Stern Oil



Reclamation will be enhanced at both sites

* Fewer exposed highwalls
» Potential for lengthening ski runs
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Community Social Responsibility — Wharf is part of the community

3 » ¥ ol / *
ey [
% > U " i M| I: ¥
I "
A ¥ i
¥ i

-ﬁ

erate in safej r|S|ct|ons

i

Access to land

Wﬂed areas

13| =GOLDCORP



Visual Assessments
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.Summary — Key Messages

« 7 year mine life extension

« 116 additional acres disturbed
 No impact on the Terry Cemetery
* No interruption to the ski season
« Major benefits to the ski area

* Improvements to highway 473
 Enhanced reclamation

« Socially responsible operation

e Large economic benefits



NOTICE OF JOINT PUBLIC HEARING FOR CONDITIONAL USE PERMIT
AND
REQUEST FOR BUFFER ZONE WAIVERS

BEFORE THE LAWRENCE COUNTY PLANNING AND ZONING BOARD AND COUNTY
COMMISSION, OFFICE OF LAWRENCE COUNTY PLANNING AND ZONING,
DEADWOOD, SOUTH DAKOTA 57732

CUP# 398 and Request for Buffer Zone Waivers

NOTICE IS HEREBY GIVEN that the following person has applied to the Lawrence County
Administrative Official for a Conditional Use Permit under the Lawrence County Zoning
Ordinance, Chapter 20, to allow a large scale mine AND five applications for buffer zone waiver
have been filed as part of the above-referenced CUP application.

NAME: WHARF RESOURCES (U.S.A.) INC
LOCATION OF PROPERTY: NORTH EAST OF TERRY PEAK
LEGAL DESCRIPTION: Multiple Parcels in Section 1, 2, 3 & 12, T4N, R2E, and

Sections 6 & 7, T4N, R3E and Sections 33 & 36, T5N,
R2E, B.H.M., Lawrence County, SD (full text of the
legal description is on file in the Lawrence County
Planning and Zoning Office.)

PRESENT ZONING DISTRICT: SRD and PF

Notice is further given that the CUP application and Request for Buffer Zone Waivers will be
heard by the Lawrence County Planning and Zoning Board and County Commission at the
GOLDEN HILLS RESORT AND CONVENTION CENTER, 900 Miners Ave, Lead, SD 57754
on the 24th day of May, 2011 at 1:00 p.m.

At which time and place any person interested may appear and show cause, if there be any, why
such special exception and/or request for buffer zone waivers should or should not be granted.

Copies of the CUP application and the request for buffer zone waivers are available for public
inspection at the Lawrence County Planning and Zoning Office and the Lawrence County
Auditor’s Office, 90 Sherman Street, Deadwood, South Dakota.

Dated at Deadwood, Lawrence County, South Dakota this 3rd day of May, 2011

Amber A. Vogt, Director
Lawrence County Planning and Zoning

Published twice at the total approximate cost of
Publish:
Black Hills Pioneer ~ May 7 add May 14, 2011



NOTICE OF PUBLIC HEARING FOR CONDITIONAL USE PERMIT AND
REQUEST FOR BUFFER ZONE WAIVERS

BEFORE THE LAWRENCE COUNTY PLANNING AND ZONING BOARD, OFFICE OF
LAWRENCE COUNTY PLANNING AND ZONING, DEADWOOD, SOUTH DAKOTA
57732

CUP# 398 and Request for Buffer Zone Waivers

NOTICE ISHEREBY GIVEN that the following person has applied to the Lawrence County
Administrative Official for a Conditional Use Permit under the Lawrence County Zoning
Ordinance, Chapter 20, to alow alarge scale mine AND five applications for buffer zone waiver
have been filed as part of the above-referenced CUP application.

NAME: WHARF RESOURCES (U.SAA.) INC
LOCATION OF PROPERTY NORTH EAST OF TERRY PEAK
LEGAL DESCRIPTION: Multiple Parcelsin Section 1, 2, 3 & 12, T4N, R2E, and

Sections 6 & 7, T4AN, R3E and Sections 33 & 36, T5N,
R2E, B.H.M., Lawrence County, SD (full text of the
legal description is on file in the Lawrence County
Planning and Zoning Office.)

PRESENT ZONING DISTRICT: SRD and PF

Notice is further given that the CUP application and Request for Buffer Zone Waivers will be
heard by the Lawrence County Planning and Zoning Board in the Meeting Room of the
Deadwood City Hall, 108 Sherman St, Deadwood, SD on the 5th day of May, 2011 at 3:00 p.m.

At which time and place any person interested may appear and show causg, if there be any, why
such special exception and/or request for buffer zone waivers should or should not be granted.

Copies of the CUP application and the request for buffer zone waivers are available for public
inspection at the Lawrence County Planning and Zoning Office and the Lawrence County
Auditor’s Office, 90 Sherman Street, Deadwood, South Dakota.

Dated at Deadwood, Lawrence County, South Dakota this 8th day of April, 2011

Amber A. Vogt, Director
Lawrence County Planning and Zoning

Published once at the total approximate cost of
Publish:
Black HillsPioneer  April 13 and April 20, 2011



DEPARTMENT of ENVIRONMENT
and NATURAL RESOURCES

PMB 2020
JOE FOSS BUILDING
523 EAST CAPITOL
PIERRE, SOUTH DAKOTA 57501-3182

denr.sd.gav
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NOTIFICATION OF LARGE SCALE MINE PERMIT APPLICATION
WHARF RESOURCES (USA) INC

Pursuant to ARSD 74.29:01:05, the Department of Environment and Natural Resources
is notifying you that Wharf Resources (USA), Inc., 10928 Wharf Road, lLead, South
Dakota 57754, has submitted a large scale mining permit application to expand its
current gold mining operation. The legal location is:

Portions of Sections 1, 2, 3, and 12; TAN-R2E, Sections 6 and 7; T4N-R3E, and
Sections 33 and 36; THN-R2E, Lawrence County.

General Location: Approximately 4 miles west of Lead, South Dakota,

The proposed project will involve open pit mining and disposal of overburden. Ore

~ extracted from the expansion area will be hauled to the existing heap leach facility at
the Wharf Mine for processing. As new mine areas are developed, waste rock and
overburden will be used to backfill previously mined areas. A portion of State Highway
473 will be relocated during the project. Wharf Resources plans to disturb
approximately 279 acres within the 616-acre expansion area, and total production is
estimated to be about 175 million tons of material. The proposed expansion will extend
the total life of the mine from 2012 to 2020. The proposed postmining land use is a
mixture of rangeland or woodland grazing, home sites, and recreation and industrial or
commercial development which will revolve around expansion of the Terry Peak ski
area.

The application is currently being reviewed for completeness. The department will
notify Wharf Resources by March 21, 2011 as to whether the application is complete.

Copies of the application are available for public inspection at the Minerals and Mining
Program, 523 East Capitol, Pierre, South Dakota, on the Minerals and Mining web page
at http://denr.sd.gov/des/mm/wharfpage.aspx or at the Lawrence County Reglster of
Deeds Office in Deadwood, South Dakota.

February 28, 2011
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