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At Kinross Gold,
generating value
for our shareholders,
our people, and our
communities is at the
core of our business.
Kinross is one of North America’s largest primary gold
producers. Our strategic focus is to maximize net asset
value and cash flow per share through a four-point plan
built on: generating growth from core operations; expanding
capacity for the future; attracting and retaining the best
people in the industry; and driving new opportunities
through exploration and acquisition.

Putting people first
Outstanding corporate citizenship
High performance culture
Rigorous financial discipline

www.kinross.com
Kinross is a Canadian-based gold mining company with mines and projects in the United States, Brazil, Chile, Ecuador and Russia, and approximately
5,000 employees worldwide. Kinross is listed on the Toronto Stock Exchange (symbol:K) and the New York Stock Exchange (symbol:KGC).
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turing products and minerals people use
every day,” said Tim Crowley, president
of the Nevada Mining Association. “For
example, we’re producing copper, which
people use throughout their homes and
gold is in virtually every piece of computer motherboard circuitry.”
Nevada is one of the unique geologic
places on the globe where wide arrays
of minerals are prevalent.
Beyond gold and copper,
the state’s mining industry is known for silver,
barite, geothermal, molybdenum, clay, silica
and a variety of other
minerals. In addition to
the benefits of their end
use, these minerals and
ores – since first discovered – continue
to yield benefits to Nevada’s government.

Though it’s a boom or bust
industry, mining has always
contributed to the state.

“

N

evada has a proud and long his- social infrastructure cannot be underestory of being a leading mineral timated as the industry continues to proproducing state. Since the gold duce the necessary minerals on which
and silver rush in the 1850s, which in- our society depends.
spired Nevada’s statehood in 1864, to
the present as the fourth leading gold If It Isn’t Grown, It Has To Be Mined
producer in the world, Nevada has been
Everything we have and everything
a hotbed for mineral and metal mining.
Much has changed during the past 150 we use is either grown or mined. The
years through periods of
boom and bust and tremendous technological advancements. However, one
constant has remained,
mining continues to be an
integral part of the state’s
economy – especially in
Tim Crowley, President, Nevada Mining Association
mining communities and
counties. While a relatively small industry – ranked 16th in lifestyles we are accustomed to would
state gross domestic product – mining’s not be possible without mined natural
importance to Nevada’s economic and resources. “We’re, in essence, manufac-
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“Though it’s a boom or bust industry,
mining has always contributed to the
state,” said Crowley.
When the state was founded it only had
one tax – a general property tax. This
paved the way for the Net Proceeds of
Minerals Tax, which remains a property
tax on the value of minerals extracted,
but it has a higher rate and assessment ratio that makes it greater than the general
property tax.
“Today, mining is a strong economic
contributor. That may not mean as much
in urban Nevada, but it means a great
deal in rural Nevada. Not only does mining help the rural counties prosper, but
those counties where mining is strong,
export tax dollars to Clark and Washoe
counties,” said Crowley.

Nevada’s Tax Foundations
Nevada’s history is inseparably bound
to mining. It was the Comstock Lode,
the first major U.S. deposit of silver ore,
which provided the incentive for the bulk
of Nevada’s population to come to the
Silver State in the early 1860s. In 1864,
Nevada’s new statehood and constitution
paved the way, over time, to ensure that
the state’s mining industry would remain
an integral and financially beneficial industry.
One of the most important issues for
mining and miners in Nevada, according
to John Mudge, director of environmental
affairs and social responsibility for Newmont Mining Corporation, is educating
policy-makers throughout the state. This

MINING TAXES
The mining industry paid more than
$199 million in taxes in 2007.
(John Dobra, UNR)
All Nevada businesses paid an average
of $252 in taxes per employee with the
Modified Business Tax in 2006. The
mining industry in Nevada employs more
than 14,000 workers and pays an average
of $13,945 in taxes per employee. (Nevada
Department of Taxation)
Mining is the only industry in Nevada
to pay the maximum rate allowed by the
constitution of 5 percent in property tax.
(Nevada Taxpayers Association)

Holman’s helps mining companies
maximize their investment in Autodesk®
software to improve workflow and
increase efficiency. Whether you’re
mapping a blast hole pattern, processing
schematic drawings or grading a leach
pad... Holman’s helps you do it
faster, easier and safer.

On-Site Training for AutoCAD®- MAP®- Civil 3D®
“The Engineering group at Goldcorp’s Marigold Mine has been pleased with the rapid
and professional responses we have received from the staff at Holman’s and look
forward to continuing our positive relationship.”
Patricia Maloney, P.E. Goldcorp Marigold Mining Company
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is partly because recently enacted term
limits mean a faster turnover and shorter time for elected officials to learn and
understand the industry. “The growth in
Clark County means there is more representatives from the Southern end of the
state who don’t necessarily see the impact
mining has throughout Nevada or fully
understand the tax implications and structure,” said Mudge.

Supporting Nevada Through Taxes
Mining is one of only four Nevada industries with an industry specific tax, the
others being banking, gaming and insurance. The Net Proceeds of Minerals Tax
(NPOM) is a special assessment for prop-

erty tax on ore bodies which ensures that
the value of the minerals extracted are included in the land assessment. Instead of
a maximum tax rate of 3.64 percent on 35
percent of the land value (as is the standard for Nevada property tax), the NPOM
Tax is a rate of 5 percent on 100 percent
of the mineral value. Consequently, ore
bodies are taxed at roughly four times the
value of all other Nevada property. Approximately half of the NPOM revenues
are distributed to the counties in which the
mines are located. The remaining half is
deposited into the state general fund.
However, the NPOM Tax is not the only
tax mining pays. Mining operations also
pay property taxes on plants and equipment, payroll taxes, sales and use taxes

and the Modified Business Tax. These
costs of doing business are borne solely by
the mining industry because, unlike other
businesses that can pass tax hits on to customers, mining sells commodities priced,
in the case of metals, on global markets.
Nevada mining paid more than $93 million in Sales and Use Tax in 2007 for everything from tractor parts to truck tires.
In 2007, the mining industry spent almost
$1.5 billion on supplies. It also paid more
than $27 million in property taxes on its
non-ore body property, and $2.8 million
in modified business taxes, which funded
schools, county and local governments
and contributed to the state general fund.
In 2007, Nevada’s two largest mining
companies paid $85.4 million in sales tax
and $37 million in payroll tax (this number includes FICA and other federal taxes)
– a total of $122.4 million and the mining
industry provided an estimated 40 to 50
percent of rural Nevada’s tax revenue, alleviating Clark and Washoe counties’ burden to support rural counties.

Mining Helps Nevada’s
Financial Crisis
Last year, with the state in an economic
shortfall, Nevada mining stepped up to
contribute even more. During the special
legislative session in late 2008, with support from the mining industry, legislators
passed a law requiring mining companies
to pay NPOM Taxes in advance as opposed to in arrears, the way every other
business pays taxes, allowing the state
more expedient access to revenue.
“We’ll pay in arrears for our 2008 taxes
and in advance for our projected 2009
taxes,” said Mudge.
Crowley added, “It means in 2008,
where we would have roughly a $70 to $75
million NPOM Tax bill, we’ll have a $140
to $150 million tax bill. Yeah, that’s hard
6
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Distribution of Net Proceeds of Mines Tax Revenue
Pershing

2%

White Pine

11%

Nye 8%

Other

2007

2%

Lander 4%

Calendar Year

7%
Humboldt

A History of Support

13%
Eureka

51%
State
2%
Elko

Source: Nevada Department of Taxation

From Our
Dirt to Your
Door

Barrick’s vision is to be the world’s best
gold mining company by finding, acquiring, developing, and producing quality
reserves in a safe, profitable and socially
responsible manner.

www.barrick.com
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to swallow, but we’re trying to do our part
to help with the current financial crisis.”
It is quite unclear what the amount of
the prepayment will be because it is hard
to estimate. “You have to go through the
process of estimating numbers of production, and the biggest variable is the price of
gold,” said Mudge. “Nobody knows yet.”

Barrick has been mining
Nevada’s gold for more than 20
years. Keeping personal safety
and environmental protection as
our top priorities, we plan to be
here
for
many
more. of Taxation
Source:
Nevada
Department
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This is not the first time the state has
looked to mining for financial support. Jim
Wadhams, a law partner at Jones Vargas,
who first started working with the mining
industry as a lobbyist in 1987, remembers when then-Governor Bob Miller was
planning to “educate minors on the backs
of miners.” He had a slate of proposals to
tax mining.
Eventually,
mining
companies agreed to support a constitutional amendment to increase NPOM Tax
rates from the local county ad valorem
rate to the constitutional maximum of 5
percent, more than a 250 percent increase
in some cases. The amendment passed in
1991. The result was – and still is – that
mining companies pay a substantially
higher tax rate on their mineral output
than any other businesses and property
owners pay on their property. The mining
industry is still the only industry paying
the maximum amount allowable under the
constitution for property tax.

Statewide Benefits
It may not seem that mining works for
everyone’s benefit. Some argue that, from
an economic standpoint, mining only enhances Northern Nevada, not Nevada as a
whole. Wadhams points out, however, that
mining helps the entire state, not only with
its significant contribution to the state’s
general fund and, in turn, the general budgets for Clark and Washoe Counties, but
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by providing economic stability in rural
Nevada, relieving urban communities of
the responsibility to provide for everyone.
“Mining is a key economic engine along
the I-80 corridor, from Lovelock all the
way to Elko and down through White
Pine County. Gaming is a relatively small
player in these communities, but mining
is critical and a significant piece of that
economy. Quite frankly, if the state were
to do something that would, in effect,
drive mining away, the rest of the state –
especially the southern part of the state –
would have to subsidize the rural areas,”
said Wadhams.
Certainly the positive impacts of mining
are more easily seen in mining communities. “Without mining, Nevada would be a
very different place and nowhere near as

Nevada’s Top 5 Industries
(Ranked by contribution to state GDP)

1

Real Estate

15%

2

Accommodation & Food Services

14%

3

Construction

10%

4

Government

10%

5

Retail Trade

8%

* The gaming and tourism industry falls under
a combination of accommodation and food services
and arts and entertainment, which ranks 13th.
Source: Bureau of Economic Analysis
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vibrant. Whole towns would disappear if
it weren’t for mining,” said Mudge. “Elko,
Winnemucca, Battle Mountain, Carlin
and Ely are just some of the great mining communities with close-knit groups
of people who care about each other. You
see mining’s impact within these communities clearly through the companies and
employees’ participation in everything
from hospital boards to coaching Little
League, not to mention their monetary
and in-kind donations.”

Employment
Mining is the major employment engine in rural Nevada. With unemployment in Nevada hitting 8 percent in December 2008, the employment numbers in
the mining industry are a breath of fresh
air. Mining directly employs more than
14,000 Nevadans and generates more than
102,000 additional jobs, both inside and
outside of the state, that supply goods and
services to the industry.
“The current employment picture for
mining is actually fairly good,” said John
Dobra, Ph.D., associate professor of economics at the University of Nevada, Reno.
“In fact, one of the challenges facing the industry includes getting enough employees
to expand projects, particularly in the gold
sector which makes up most of the mining
industry in the state. Mining payrolls are
very healthy and continue to be the highest
paying industry sector in the state.”
The numbers make it clear that the
state’s economy is positively impacted by
direct and indirect mining industry employment. The 14,470 Nevadans directly
employed by mining earned an average
yearly income of $67,392 in 2007. Mining’s income levels top Nevada’s statewide
average of $42,172, and mining’s weekly
wages in 2007 ran nearly $1,300, compared to the statewide weekly average
10

Nevada Mining Association 2009

M I N I N G I N N E VA D A

of $811. These competitive wages mean
there is more money circulating back into
the state through consumption and taxes.
In 2007, the combined payrolls from
Nevada mining companies totaled $947
million, up from $859 million in 2006. In
all, the mining industry contributed nearly
$3 billion to Nevadans’ personal incomes
in 2007 according to estimates based on
U.S. Department of Commerce analysis.
However, mining’s high payroll does not
make it the biggest industry in the state.
More than one report has listed mining
as the second largest industry in Nevada,
but according to the Bureau of Economic
Analysis (BEA) that is not true. In 2007,
the BEA ranked the mining industry 16th
out of the top 20 economic sectors in Ne-

vada, contributing almost $2.5 billion to
the state gross domestic product (GDP) or
approximately 2 percent.

Costs of Doing Business
No economic sector, government body
or individual escaped feeling the sting of
rising oil prices during the summer of
2008; mining was no exception. Due in
part to the dramatic rise of fuel costs, the
cost of producing gold has risen more than
100 percent in the past few years.
Mining is energy intensive, according to
Dobra, with some mining companies like
Barrick Gold Corporation and Newmont
Mining Corporation building their own
power plants to manage escalating energy

costs. “They use a significant amount of
electricity milling and processing ore,”
said Dobra.
The industry also uses diesel oil to fuel
trucks and other large mining equipment.
Furthermore, steel, which has dramatically increased in cost, is widely used by the
industry for such things as lining hauling
truck beds. The 12-foot tall tires for these
trucks can run as much as $125,000 per
set and lately, the scarcity of these special
tires has driven their cost up further.
“Fortunately for Nevada, the price of
gold is holding,” said Dobra. “Copper lost
half its value and iron and other minerals
are weak right now, but gold is holding
strong, largely because it’s still considered
a safe investment.”
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P.O. Box 480
Round Mountain, NV 89045
Phone: 775.377.2366
Jobline: 775.377.3137
Fax: 775.377.3240
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REAL & NOMINAL GOLD PRICES

Source: Nevada Department of Employment Training and Rehabilitation

NEWMONT
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Demonstrating leadership
in safety, stewardship of
the environment and
social responsibility

www.Newmont.com
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One important lesson for lawmakers
and all Nevadans to understand is the inevitably cyclical nature of the mining industry. After dropping to $250 per ounce
in the late 1990s, gold prices reached historic highs in early 2008, though the price
had already experienced a dramatic drop
by the end of 2008. At the same time, the
costs of mining rose significantly due to
higher fuel prices and rising electricity,
propane, material and equipment costs.
Mining costs were up 38 percent, globally, in 2007, and a PricewaterhouseCoopers study warns mining companies not
to count on high commodity prices, but
to focus on cash costs. Even as mining
companies make adjustments, the price
of gold is down, in comparison, to where
it was at the beginning of last year.
“In addition to gold prices trending
down since March, operating costs are
up,” said Crowley. “But we’re a very
resilient industry and we’ve learned to
manage the ups and downs of commodity
prices set by the world market. Mining
companies continue to explore and find
new ore bodies and that always gives us
reason for optimism.”
Fortunately, there is cause for optimism. In 2007, according to the Nevada Division of Minerals, the value of
Nevada’s mineral output increased to a
record $5.4 billion, up some $500 million from 2006. In addition, there was a
record level of exploration in 2007, with
more than $167.9 million in exploration
spending.
Some mining companies will be preserving cash in 2009, not because mining production is expected to take a dip,
but because there has been a change in
the well-defined pattern of stock market down, gold prices up and vice versa,
which has made people who invested in
gold feel vulnerable.
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“The traditional stock market/gold relationship hasn’t been playing out for the
last four or five months,” said Mike Pack,
president, Cashman Equipment, a 77-yearold, family-owned business that provides
heavy equipment for the mining industry
and is Nevada’s Caterpillar dealership.
“With the market being so tremulous because credit is more expensive and more
difficult to obtain, everybody is hanging
on to cash.”
This year, Pack expects that some mines
will not be able to obtain credit from the
capital markets to continue projects and
other mines will be unable to start up because they cannot get capital. “It won’t
affect the Barricks and Newmonts of the
world in terms of overall production, but
for some mines, moving forward or continuing production just won’t make as
much sense,” said Pack.
Some mines, rather than cutting back on
production or new projects, will cut back
on equipment, thereby affecting mining’s
partner industries. Pack says that Cashman Equipment has somewhere between
150 to 200 employees working directly
with mining in jobs such as sales, support
technicians and parts operations.
Nevada’s mining industry also has a
positive effect on the national economy.
As the fourth largest gold producer in the
world, behind China, South America and
Australia, Nevada mining produces almost 80 percent of all gold mined in the
U.S. and is a significant U.S. exporter.

A Cynical Industry
In times of monetary or budgetary crisis, everyone, from individuals to governments, begins to panic and look for new
sources of funds. Generally, entities that
appear to have deep pockets become a tax
target; it is no surprise that, with some of
the world’s top gold mines, Nevada minFebruary 2009
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Like a great
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Dave Wilson,
P.E., Surface Miner

PH:702.734.5666

For more information
please visit:
www.NevadaMining.com
Nevada Mining Association
9210 Prototype Dr # 200
Reno, NV 89521
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ing has always been a bullseye. However,
mineral prices go up and down in value
based on a multitude of factors including
oil price, the strength of the dollar and the
world economy; three “factors” that have
grown increasingly variable in the recent
past.
“In the long run, the cyclical nature
of the mining industry is the very reason
why it doesn’t make sense to focus on one
industry for taxes,” said Dobra. “Even
gaming goes through cycles. We’re seeing
now that all industries go through cycles.
It’s not wise to put the tax burden on a few
industries as opposed to equally spreading out the tax base. You could confiscate
the entire $5.4 billion of the mineral value
the industry produces and it still wouldn’t
solve the state’s budgetary problems. Plus,
you’d effectively kill the mining industry
next year.”
Obviously, there are other industries
making money in Nevada, so when the
Legislature goes looking for more revenue, Wadhams (Jones Vargas) suggests
they consider a net business income tax or
some other type of broad-based business
tax.
He also recognizes that the Legislature could increase existing taxes such as
the Modified Business Tax (payroll tax).
“I suspect one issue on the [legislative]
agenda could be to increase the payroll
tax,” said Wadhams. “Will that affect
mining? It absolutely will, as the mining
industry has the highest average payroll in
the state.”

Green Mining in the Silver State
One of the issues facing mining in Nevada is how getting permits for new projects has become a fairly litigious process.
“Our developments are often challenged in
court,” said Mudge. “Nevada’s process ensures that environmental groups get their

day in court for most any issue they raise.
We have many partners, and strive to meet
with all interested parties and consider
their issues with receptive minds. We try
to maintain open and transparent relationships with all interested groups and individuals and welcome the interaction.”
Crowley adds that, “Mining is one of
the most regulated industries in the nation, and Nevada mining continues to set
the bar for safety and environmental excellence.”
Mining companies are always working to improve operations and minimize
their environmental impact. Mudge points
out that Newmont was one of the first 100
companies in the nation to sign on to the
Climate Registry and has worked with the
Bureau of Land Management (BLM) and
Nevada Department of Wildlife to seed
thousands of acres of land after wildfires.
The industry also worked with the Nevada
Legislature to enact the very successful
Voluntary Mercury Reduction Program
into state law in 2006, establishing strict
regulations on mining air emissions.
“There are strong laws in Nevada requiring reclamation plans, development
cost estimates and bonds to ensure reclamation is done,” said Mudge. “For us,
reclamation is a chance to demonstrate to
the public and the regulators that we’re responsible. It also means the communities
we work in will be happy and welcome us
back the next mine.”
Mining, with its social, environmental
and economic responsibility and contributions to communities and coffers statewide, is a vibrant and healthy, but cyclical,
industry. Mining was there at the start of
the Silver State and, if Nevada is lucky,
will be an integral part of the state for
centuries to come.

Jennifer Baumer is a freelance writer
based in Northern Nevada.

A new mining compAny
is in Nevada—General Moly
General Moly is developing
the Mt. Hope Mine
near Eureka
Molybdenum adds
strength to our
Nevada communities!

Learn more about Molybdenum at:

www.generalmoly.com

CARSON CITY — RENO — FALLON — TAHOE — CHICO (CA)

Whether you’re opening
a new mine or closing
an old one…call Lumos.
Lumos & Associates, Inc., has provided
outstanding service, products, and value to
clients and agencies throughout Northern
Nevada and Northern California since 1978.
We now offer our skills, services, and
expertise to the mining industry, including:

Civil Engineering, Surveying, Claim Staking,
Inspection, & Materials Testing

Exploration/Mine/Environmental Permitting

NEPA/CEQA Documents

GIS Analysis & Applications

Environmental Baseline & Volumetric Surveys

Reclamation Cost Estimates & Closure Plans

To learn more, call 1.800.621.7155 or
visit www.lumosengineering.com

CIVIL ENGINEERING — PLANNING — ENVIRONMENTAL — GIS
LANDSCAPE ARCHITECTURE — GEOTECHNICAL ENGINEERING
RESOURCE DEVELOPMENT — CONSTRUCTION SERVICES
SURVEYING — INSPECTION — MATERIALS TESTING
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