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Opening 1986 Negotiations Meeting January 24, 1986

Thank you for coming here today.
This meeting gives me the chance
to explain the problems which we
are facing and how we propose to
tackle those problems. In particular,
| would llke to welcome the dele-
gation from Pinto Valley. Having
assumed responsibility for Pinto
Valley only recently, i have not had a
great deal of time to get to know the
people there. | hope to correct this
during the next several months.

{ would first like to point out to
you that we, both sides of this table,
have a common goal. We must never
lose sight of that goal. Quoting L.W.
Abel, former president of the United
Stealworkers of America:

. “The baslc need of every com-
pany is to make a profit. Only then

*. can it provide Jobs and earnings for

employees.”
| belleve Mr. Abel’s profound

statement to be the guts of the -
. lasues which we will be discussing

during the coming months. We have
to recognize the fact that our fun-
damental problem at Magma and at
Pinto Valley Is that we are not
making a profit and have not been
doing so since 1981.

How can we continue to operate
while losing money? Of course,
we've made money in the past.
Newmont was willing to sustain
these iosses up until now because

".Its other businesses have been

profitable and because It was more
optimistic on copper prices.
Newmont wants to support us
through these tough times, but only
if It believes we can be profitable in
the future. Faced with continuing
depressed prices, Newmont cannot

~ Justity continuing its support of

losing operations unless we are on
the road to protitability by reducing
our costs.

The decision, *“Do we continue to

- operate?” has to be made soon,

and at what level. If you have been in
this business very long, you know
that once you declde to close, you
may never start up again. Once we
turn off the flow of any income from
copper sales, start-up costs are so
great that it becomes easler - less
costly - to stay closed.

So long as we and, more import-
antly, Newmont, our owner feel we
have a basls for optimism for the
future, it's better to keep operating
than to closs. Qur losses are so
great, however, that additional ac-
tion on our part Is necessary.

We will be providing the Steel-
workers’ International union with a
great deal of Important financial in-

. formation to substantiate the extent

of the losses which our two com-
panles have suffered over this time
span, Soms of this Is information we
have never publicly disclosed
before. The pre-tax losses at Magma
and Pinto Valley amount to some
$330.9 mlillon over the five years. In
1985 alone Magma suffered pre-tax
losses from operations of $54.1
miflion and Pinto Vatley $8.1 miillon.
In addition, Magma has another
$40.3 million in losses connected
wlth the Superior Division closure.

Last January In Albuguerque, |
reported to the Magma Unity Coun-
cil on the state of our industry and
our company. We reviewed our
losses as an industry and as a com-
pany.

P

. Statement of Brian Woolfe, executive vice president

Let's look at where we are with
1985 included:

INDUSTRY LOSSES

1982 $623,000,000
1983 $400,000,000
1984 $400,000,000
1985 $500,000,000

Let’s look at how these losses
have caused mine closings and the
ioss of 25,000 jobs since 1980.

(See chart on this page.}

These numbers were Increased by
lay offs at inspiration and Pinto
Valley last week. Now let's ook at
the Magma/Pinto Valley pre-tax
losses. .

_. -7 {See chart on this page.)
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At the end of 1985, our indebted-
ness to Newmont and lending In-
stitutions totailed $304 mtltion. This
debt ig significant as we are unlikely
to get financing for additional
losses unless we can show we can
reduce our debt.

These figures for Magma and Pln-
to Vailey are substantlated in the
data we will be furnishing the
unions.

Quite simply, the clock is running
down and we have to demonstrate
this year that we can reduce our
costs and position ourseives to
return to profitability or drastic
remedies will have to be applied.
1986 is a time of decislon for all of
us. Newmont won't continue to
support us at our current cost level.
These are the most important
negotiations we have ever conduc-
ted. '

INDUSTRY

OPERATING PROPERTIES WORKFORCE COMPARISON 1980-85
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PRE-TAX LOSSES: 1981-1985
. 4 ) “
s © ' Magma Pinto Vatley Total -
1981 $25,033,000 $3,479,000 ) $28,512,000
1982 56,548,000 34,964,000 91,512,000
1983 53,307,000 3,835,000 57,142,000
1984 - 44,069,000 9,129,000 53,128,000
1985 94,426,000 6,059,000 100,485,000
$273.383,000 $57,466,000 $330.849,000

Maéma Copper Clompany/ Pinto Valley Copper Corporation

JoH C.

JAR 6 1986
The difticult management

declsions that need to be made by

Newmont in 1986 will affect the
future and job security of all of us -
me and you. If Newmont money Is

diracfed to better investment oppor-

tunities, Magma and Pinto Valley

may cease to exist In their present

form. To serve its shareholders,

Newmont has to invest money

where it thinks it can get the best
return. Its current operations in

gold, coal and petroleum are ali

profitable. Copper is not. If we don't

become profitable, our future Is

short.

Surviving Is what we intend and
are committed to do. There are many
factors not under our control that af-
fect whether or not we wili survive.
You should be aware of the factors
which nelither of us can control. You
must be aware of and respond
positively to the factors which we
can control. We must take control of
ourown future.

This brings me back to where |
started. Being here today gives me
the opportunity to tell you about
three specific areas:

1. The major problem we're
facing.

2. What we have done to reduce
costs in the areas where we have
some control. .

3. The help we need from you ~i.e-
and we need it as soon as possible.

Let’'s look at the first of these
three points. -

1. The major problems we're
facing. R .

Our biggest problem is that a
large part of the world's copper
production has come under the con-
trol of governments like Chile, Peru,
Mexico, Zambla and Zaire. Chile is
by far the biggest producer with a
production of 1,000,000 tons out of a
world consumption of 7,000,000
tons. These countries need to sell
their copper to get the dollars to pay
tor.oil, food, and Interest on thelr
{oreign debts. They atso do not want
the political problems that large
numbers of unempivyed vOPPSET
miners would create. In effect, they
prop up their governments with
copper production. R

In séme cases, like Chile, their
ore-bodiss are rich enough and blg
enough that they can make money
at copper prices which cause the
U.S. mines to close or to operate at a
loss. . : .

Our forelgn competitors, Chile,
Zalre, Zambia and Peru, have many
advantages over our American
producers of copper. Here are
several very Important advantages
that the foreign producers enjoy:

1. Ability to obtaln low cost {or no
cost)joans from worid banka.

2. Ore grades ranging from 1.5%
10 2% coppsr, two to three times our
U.S. producers' grades.

3. Government
operations.

4, Fewer government regulations
and In particular no environmental
controls which add some 15¢ per
pound to the price of copper in the
Unlted States. Both Cananea and
Nacozari Just south of the border
will shortly be operating with no en-
vironmental controls.

Continued on next page.
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The result is production costs
that are much lower per pound
compared with the costs of the
typlcal U.S. producer.

Our government will not protect
us from foreign competition by im-
posing tariffs and quotas. We have
tried that in a cooperative effort of
both companies and unions. It
didn't work. The problems are SO
complex in thls area that this Ad-
ministration - or any other Admini-
stration - will not respond in any
favorable way due to the Impact
such a step would have in other par-
ts of the economy. Even our copper
customers - tabrlcators particularly -
would argue that more US. jobs
would be lost In fabrication than
would be saved at U.S. copper
mines, If imported copper were cur-
talled. We must accept the fact that
‘we have foreign competition and
that In order to survive, we wili have

“to meat that competition in the
" market place. Therefore, in these

talks and In reaching a settlement in
1986, we must accept that foreign
competition is a factor over which
we have no confrol. It affects us, but
we cannot make it go away. We
‘must lower our costs.

Overal), free world copper usage
is torecast to increase at less than
3% annually in the next few years.
There are several reasons for this.

Substitution of other matertals is
displacing copper and reducing its
use in Industry. Some of these you
wlll remember - aluminum cable
replacing copper cable; flber optics
replacing ¢opper wire in the tele-
communications Industry;
aluminum radiators for cars; etc.

Although we have attempted to
capture new_,markets, the: gains

~mam=-paven’t been ‘great tonnage-wise.

Through the efforts of the Copper
Development Association (CDA)and
the Internatlonal Copper Research
Association (INCRA), the copper In-
dustry is seeking new products and
appllcations. Together these
organizations have helped develop
markets in such areas as: solar
heating, flre sprinkling systems,
plumbing  systems, electric
vehicles, copperinickel alloy hulis
. for ships, a radically new copper
automobile radiator, sheathing off-

shore ocean structures, soll ad- -

ditives for agriculture and many
other areas. - .

In addition to our foreign com-
petition, we must acknowledge our
domestic competitors such -as
Phelps Dodgse, White Pine and Ken-
necott who seither already produce

-or plan to produce copper at costs
well below current copper prices.

You may have read about Ken-
necott's plans to spend $400 milllon
in Utah for modernization of faclii-
tles. In its announcement, Kennec-
ott said the physical improvements

. and expected labor cost reductions

woulid altow it to produce copper at
about 51¢ per pound. They are for-
tunate in having much richer ore
than we have. Pheips Dodge an-
nounced a new large SX plant at
Morenci to produce copper at about
30¢ per pound. This production will
supplement existing low cost leach
copper production at Morencl and at
Tyrone. As distasteful as it may be,

you cannot ignore that lower labor’

costs and the abllity to use its fabor
torce more efficiently are major
reasons why Phelps Dodpe was able
to report profits In 1985 when the
resat of us were reporting losses.
White Pine is coming back Into
productlon thanks to significant
Jabor cost concessions and- the
abiflty to make more flexible and ef-
ticlent use of labor. The
Steelworkers and White Pine made

a flve year agreement with total
tabor costs capped at less than $12
per hour per employes from the
former $20 per hour per employee
labor cost figure. That glves White
Pine a signiflcant cost advantage
over Magma and Pinto Valley.

In additlon to the foreign and
domestic competition I've outlined
above, we can't forget the potential
open pit production which has been
put on standby In the United States
and Canada and which can be
brought back Into production fairly
rapldly. This overhanging quick ad-
ditional production could meet very
short term price increases. It is a
long term depressant on prices.

However, the longer a mine is
kept out of production the more
costly and more difficult It will be to
bring it back into production. Even-
tually some of the closed mines
which are presently on care and
maintenance will be permanently
shut down. Superlor is an example
of this. In late December we had to
recognize that there Is no realistic
way to operate the labor-intensive
Superior mine with its high labor
costs with the copper prices which
we can foresee in the future. That's
why we took a $40,300,000 ad-
ditional loss in December as it is our
conclusion that operations won't be
resumed at Superior under Magma
management. If the current negotia-
tions to find a buyer or to lease the
mine don't succeed, we will start

Brian Woolfe’s statemeht at ope

permanent closure and clean up of
Superior shortly. That was a tough
decislon, but this Is a period filled
with tough decisions.

Now let's look at another factor
we cannot control but which cer-
talnly affects us, copper price.

MAGMA REALIZED
COPPER PRICE

1974 74.62¢
1975 63.07¢ °
1976 69.22¢
1977 66.43¢

- 1978 65.60¢ -
1979 90.81¢ _.
1980 = 101.88¢
1981 " 83.72¢
1982 .- 72.47¢
1983 " 75.12¢
1984  66.34¢
1985 - 65.89¢

In 1983, the average price for cop-
per was 75¢ per pound. In 1984, that
price was 66¢ per pound. And in
1985, the average price was again
66¢. Future predictlions - by leading
experts, including Booz Allen
Hamilton and Commodities Resear-
ch Unit Ltd. - for the price of copper

are not encouraging. A one dollar

P

per pound copper price simply is not
in sight. We have to lower costs.

Now, those are some of the
problems over which we have nc¢
control. They are not going to go
away. They impact us very strongly
The message we get from studylng
these problems is foud and clear, i
we cannot produce copper at a
competitive price, a total cost of 60¢
a pound or less, we are teft with no
recourse except to shut down high
cost operatlons. That's the bottom
llne In my message to you.
Newmont does not feel we can
compete and Is unwilling to con-
tinue to finance us uniess we can
reduce our total cost of production
to 60¢ per pound. | believe we can
achieve the 60¢ figure by cost
reductions from four principal areas
(i) production of more leach copper,
(1l) tower labor costs, (iily improved
mining methods and (lv) higher
grade mining plans. it takes cost
reductlons In all four areas for us to
be successful.

No one sise will help us. The ball
Is in our court. We must help our-
selves by lowering costs to com-
pete. As part of lowering our costs,
we have to remove barriers - con-
tract language, jurisdictional and
craft lines, -- which impedse pre-
ductivity. Each of us has to be able
to actually use all of his time and
talents to more efficiently produce
copper. :

Let's look at how 60¢ will help us.

(See chart on this page.)
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Now, for our problems at Magma
and Pinto Valley. First let me make it
clear that we have to lower our costs
regardiess of whether or not we

retrotit the smelter. If we do retrofit

the smeiter, it will require an In-
vestment of some 135 million
dollars. Qur studies to date show
that a ftash smelter taking 3,000 tpd
day of concentrates has the lowest
unit costs, However, Magma and
Pinto Vvalley at best can only suppiy
some 1,800 tpd of concentrate bet-
ween them. The next best cholce, a
2,100 tpd flash smeiter, stili leaves
us with a short fall in concentrate
feed which must come from
elsewhers.

Qur efforts to get another copper
concentrate producer to join us In a
Joint venture to retrofit the smeiter
have so far been fruitiess. The next
best solution is to arrange for fong

- term tolling contracts and/or long
term contracts to purchase concen-
trate as high smeiter throughput
reduces our costs.

However, this is where we run in-
to a "Catch 22" situation,

. In order to negotiate a custom
smelting or tolling contract, we have
to -have a price based on our
estimated costs. A large part of
these costs are labor costs. Qur
potential concentrate suppliers say
they want to see definite evidence
that we can reduce our costs as we
predict we will, before they will con-
sider a contract. To retrofit the
smelter without assurance of the
extra concentrate is extremely risky,
if not Impossible to Justify. f we

, don’t know our future costs for sure,

-.we can't get a contract. We are

" rapidly running out of the time
needed to retrofit the smelter and

< have It operating in 1988.

Another important aspect of the

. '~ smelter question Is how long we can

get concentrates from the San
Manuel and Pinto Vailey mines.

By adopting the new high grade
mining plan at San Manuel, by
lowering labor costs and by in-
creasing production from leaching,

San Manuel can get Its cost of-

production down within the target
area of 60¢ per pound. However, un-
der this plan, we wlll exhaust our ore
reserves at San Manuel in 1993. The
only area where we can get ad-
ditlonal regerves is the Kalamazoo
which will require some $60 milllon
In development costs and this
would be In addition to the $135
million mentioned for the smeiter
retrofit, Development of the Katam-
azoo must start shortly if there Is
not to be a gap in production and it
will require a considerabie amount
of money before production begins.

At Pinto Vailey, with present
costs, the expected life |s about 11
years, With reduced costs, | betieve
this life expectancy could bs exten-
ded. However, Pinto Vailey costs
cannot be reduced to the same ex-
tent as those at Magma and without
a good smelting/refining contract,
continuing operations may not be
possible.

What can we do to solve these
problems and compete suc-
cessfully? There are several areas.

Making every effort to use modern
technology Is an area we have been
working on and one which we will
strenuously pursue. However, ap-
plylng new technology and getting
the fult’ benefit from It, invariebly
requires the investment of funds
and time. 1t takes time, as well as a
1ot of planning and fnvestigation, to
find and to apply new technology
and, In nearly every case, money
must be spent on new equipment
and or plant.

fof negotiations, January 24, 1986

An {llustration of this problem is
the mechanized block at the mine.
We have borrowed equipment from
Pinto Valley and also bought
equipment. We have been limited in
what could be done because the
existing mine development plan did
not fit a mechanized block. Really it
Is only in the virgin Kalamazoo ore
body that a mechanized mining
system could be deveioped to its
full potential.

Now fet me move to the second of
my three points.

2. What we have done to reduce
costs in the areas where we have
some control.

For the past four years, at both
Magma and Pinto Vailey, we have
changed the way we manage In a
very serious effort to stay in
business and to weather the
economic storm. Some major
examples of these changes include
such activities as: (1) the develop-
ment of quality circle groups
throughout the San Manuel
operations, {2) Increased com-
munications to keep all employees
better informed about subjects of
importance to each and every em-
ployes and his family, and (3) a
revised management style to
recognize the needs of individuals
In the workforce. All of these
changes were designed to involve
the whole work force in our efforts
to overcome our probiems as our
work force was and is our biggest
asset in probiem solving.

We have renegotiated our gas,
coal, utility and other supply con-
tracts, resulting in savings of many
dollars to our operations on a yearly
basis. In addition, we have withheld
general pay Increases for salaried
personnel; we have restructured the
salarled organization by eliminating
and comblning jobs; and we have
assigned increased responsibilities
to those remalning members of the
salaried workforce,

Empioyees at both properties
have been affected by the numerous
changes which have been made in
our quest for survival. You've exper-
jenced reduced workweeks, and
workdays, working with fewer co-
workers, making the job go with
fewer materlals, or, in many cases,
repairing the old equipment rather
than replacing it. We have all been
working under increased pressure
to work smarter. And our people at
both Magma and Pinto Valley have
responded In a very positive way.
This Is a source of pride to the entire
team. We are extremely thankfu! for
thelr support in the past and hopeful
for their continued suppont in the
future.

In spite of the problems that we
have faced in the past severai years,
our employees have achleved good
safety records at both operations.
Also during this difficult time, our
union representatives have respon.
ded in many ways to our needs. We
have experlenced a healthy labor
relations attitude In our day-to-day
business dsealings with union
representatives at both propertles.
We recognize the problems created
for our union representatives by the
hurrlcane-force winds of change.
We hope the splrit of cooperation
which we have seen both at Magma
and Pinto Vailey will continue
during our talks in 1986.

The common ownership and
management of Plinto Valley and
Magma has given us additional op-
porunities to cut costs. Pinto Valley
and Magma have an inter-
dependence, which, If properiy
exerclsed, can be an advantage to
both, If not exercised, It could mean

the Individual operating costs of the
two propenties would be so high that
their closures, independently of
each other, would be inevitable In
the not too distant future, if not Im-
mediateiy. The Interdependence
means Pinto Valley gains the advan-
tage of lower cost smeiting and
reflning. it was the high cost of
smeiting at Insplration and refining
at ASARCO that shut Pinto Vailey
down previously. By having the con-
centrates from Pinto Valley, Magma
can increase its throughput at the
smelter and refinery and thereby
reduce Its unit costs. This helps
both properties.

We are doing joInt purchasing by
Pinto Valley and Magma. Placing
orders together means larger or-
ders, which in turn means better
discounts. We have aiready
achieved some success In joint pr=~-
chasing of solvent extraction
reagents and steel balis for the
miils. But there are still areas to be
exploited: rods, steel, mill reagents,
tires, fuel and exploslves for the
pits, safety equipment, etc. Fur-
thermore, it should be possible to
reduce warehouse inventorigs. We
wil! also have increased technical
communication and Interchange of
technical expertise, eliminating
duplicate facilities and personnel
where possible.

There are definite advantages in
working together and | intend to ex-
ploit every advantage | can to In-
crease efficiency and to cut costs
and with your help to save our jobs.

Wa have here at Magma and Pinto
Valiey and indeed throughout the
United States, the best educated

~and best trained work force you

could flnd anywhere. | belleve we
must take full advantage of this fact.
At home our workforce Is largely
capable of servicing its own
vehicles, making in-house repairs,
including electrical, plumbing and
painting. They have multiple talents.
However, In the work place in nearly
every case we restrict a person from
the opportunity to develop or use
talents other than those that he is
specifically asslgned to do. We can
no Jonger afford the extra costs that
this entalls. if these work practices
continue without modifications, it
will mean lost jobs as operations
will be forced to cut back or to shut
down because these practices en-
sura needlessly higher costs
because of lost time; lost efficiency;
and a larger labor force than
necessary. These are inefficiencles
our forelgn and, now, many of our
domestic competitors do not have.

Now, to my third area. Desplte ef.
forts to reduce costs, we haven't
done enough.

3. The help we need from you -

and we need it as soon as possible.

In the Magma audio visual
presentation of last July, we
stresgsed the subject of change. We
sald, “Magma wilf change.” And
change we - Magma and Pinto
Valley ~ must if we are to meet the
needs and expectations of all who
depend on oyr success. This in-
cludes employees who depend on
wages, suppllers and vandors who
depend on our purchases, local and
state government agencies which
depend on our tax contributions,
and liastly, our investors - the
stockholders -- who depend on us to
make a profit, We must show our
pargnt company, Newmont, that we
are the type of organization that
makes continued investment wor-
thwhile. -

Labor costs are a significant
proportion of our costs. Labor costs
are the area where we need your
help it we are going to be survivors.
Let’s look at what's happened to
labor costs since 1973.

(See chart on this page.) .
R

As responsible labor and
management representatives, we
must address the subject of labor
cost reductions in a very serious,
sincere and straightforward way. We
cannot duck this responsibility. The
welfare of all of our people, our labor
organizations, and our companies is
at stake. No one on this side of the
table attempts to blame any one par-
ticular group for the diiemma which
we find ourselves In today. Spen-
ding time biaming Is non-
productive. We are In the situation
we are in and we have to correct it.

Collectlvely, we have a common
problem. Any hope for long-term
protitability must include
slgniflcant wage reductions and
some benefits plans changea and
more efficient and productive work
practices. This is where you come
in, Our proposal includes per-
manent wage reductions and is
predicated on improving the way we
utilize manpower. There is no other
way. Again, | want to repeat the
most Important point in my presen-
tation to you: if we don't get our
costs down to 60¢ per pound, we
have no future. We cannot lower
costs sufficiently without the tevel
of labor cost reductions we are
proposing to you. More leached
coppar and high grade efficlent
mining plans won't work by them-
selves without lower labor costs,
This Is why § said earller that 1988 Is
the year of decision, Newmont will
make the decision, but what we do «
you and | - will affect what they do
about our futures at both Magma
and Pinto Vvalley. .

" . Continuad on next page. . .'"; 2
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CHANGES IN PRICE, WAGES, CPi__ 'y
1974-1985 * e o Lo
S Net % T
1874 1885 __Change °*
'f" c T . R,
Price Per Pound 75¢ \GGc . -12.0%
Average Wage $5.585 $13.545 +143.0%
Consumer 148.0

Price Index

T 318.2

 +115.0%
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WAGE SPREAD COMPARISON

1974-1985
3 1974 1985
Laborer $4.710 $12.030
Mechanic  $5.935 $14.151
26% 17.6%

There is another area that atfects
costs and efficiency as far as labor
costs are concerned and that is the
way across-the-board raises have
increased the wages of the un-
skilled jobs out of proportion to
those of sklilled jobs. If this con-
tinues, it will end up with every job,
skilled or unskiiled, pald the same
wages. WIth no incentive to study
and to traln for more skilled work,
we'll end up with a work force that
wiil not be able to compete on any
terms at all. This disparity is further
confirmed by looking at what other
employers In the area pay.

You will see that the non-mining
labor market recognized the need to
pay more for skilled_than for seml-

Ty

skilled JOb S mmm
{See chart on this page.)

We must face these challenges as

other companies and labor

organizatlons have. 1 belleve very

: firmly If labor and management do
" "not change thelr ways and face up’

to the challenges from overseas and
at home, we will both fail and it is
the working people of the United
States, not just at Magma and Pinto
Valley, both salarled and hourly-
rated, who will suffer. And we, both
sides of the table, will properiy be
blamed because we lacked the
courage to do what was needed. We
must make changes in how we
operate. We must achieve maximum
efticiency and minlmum costs. Even
with the reductions we are
proposling, we can be proud that our
wage and salary structure will still
be competitive in this area,

(See chart on this page.).

Let me agaln make our objective
in these negotlations very clear to
all concerned. We want signed
agreements with the unions
representing our employees by July
1, 1988, or sooner If at ali possible.
The sooner we lowsr our costs, the
brighter our - future. These
agreaments must Include those
changea ~labor cost reductions and
the abillty to do all work by the most
efficlent, economical and ex-
peditious methods available - which
are vital and necessary to continued
operations at Magma and PFinto
Valley. We intend to negotiate these
contracts with you, the labor unions

" representing our employees. Our

problems and needs are pecutlar to
Magma and Pinto Valiey, We are not
concerned about other companies
in our Industry during these
negotiations as we each have our
own situations to consider. Cer-
tainly, a settiement at another com-
pany in the Industry wlli be of In-
terest, but only because It affects

«a.. Welder

the cost of a competitor. it will not
solve our problems. If it ever
existed, pattern or coordlnated
bargaining does not exist In the
copper industry In 1986. Magma and
Pinto Valley must do their own thing
in 1986 negotiations regardless of
the other companies. it's our sur-
vlval we're negotiating for, not that
of ASARCO, Kennecott or in-
splration. Those companies and
non-unfon operatlons are competing
with us to ses who wlll survive - us
or them. We need a settlement that

reflects our needs, not what’s ap- .

propriate for acompetitor.

If Magma cannot be “saved,” Pin-
to Valiey may not be saved. As | said
before, Plnto Valley needa low-cost
smelting. If the Magma smelter Is
not retrofitted, Pinto Valley would
have to find a comparable low cost

s

REEIS 5 TR L ¥ L TR L]
B |

Y Janitor .
‘ Equipmen} Operator

MY e

-~; Mechanic

" Electrician

1 A
Laborer/Janitor
Mill Operator
‘Miner .
Equipment Operator -
- Mechanic
Electrician
Welder

B RTINS

Brian Woolfe’s statement at opening of negotiations, January 24, 1986

smelting and refining contract or
close Its sulflde production
tacilities. Even If it can contlnue to
have low cost smelting and refining,
Pinto Valley =also needs to
significantly lower its costs in order
to have a better chance of surviving
In the face of Increased costs due to
declining ore grades, increased
stripping ratlos and rising costs of
material, equipment and supplies.

it Is our Iintent that we, the two
parties at thls table, come to an
early agreement on what is to be
done. We want an agreement
without the confrontatlon that
seems to have marked past negotia-
tions, or resulted elsewhere in
people losing jobs and homes and
dlviding families. We want this, we
belteve our employees want this, We

_ beileve you want this also.

Now, let me say in concluslon:

First, we have several problems:
forelgn and domestic competition; a
continuing slow growth In demand
for copper; continuing low prices; a
need to demonstrate our
profitabillty In order to assure future
Investment funds; a requirement to
lower costs.,

Secondly, we've made changes In
our operations to reduce costs
where we can, Including con-
solldating functlons between
Magma and Pinto Vailey, increased
mechanized mining; withholding
general salary Increases; reductions
In the total number of employees;
negotlating supply contracts with
lower costs.

Thirdly, we need help from you as
soon as possible. Labor costs have

- to be permanently reduced.
" Mr, Slevwright will shortly be ex-

plaining our proposals to you.
However, we are not firmiy entren-
ched In some areas on the way
these reductions, or the savings
they represent, are implemented,

C o taml tae

AREA RATES
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“1974 77 7 1985

only in the total amount of savings
that are required. One reason why
reductions of wage rates are impor-
tant is that the cost saving is Im-
medlately effective.

Negotlated rosi savings must be
long term if we expect our

sharaholders 1o cantinue {0 support

us and carry our losses until we can
reduce our costs. Further invest-
ment or even continuing to carry us
will be out of the question unless
there is a definite opportunity for
them to see the opportunity to make
a reasonable profit on any money
invested.

We asked to have this meeting
early because we want you and our
employees to be made fully aware of
the problems we face. Also, we wan-
ted everyone to have an opportunity
to weigh the concessions asked for

-and to have the time to weigh all

the consequences and possibliities
without letting fast minute emotions
cloud the issues.

We are willing to discuss any
proposals you may have that wiil
give us the savings we ask for but n
adifferent form. We can not agree to
any proposals which Increase our
costs or reduce efficiency. We can-
not guarantee Jobs or continued
operations. We must have labor cost
savings If we are to continue
operationg at our present scale,

| remind you again of our com-
mitment to be survivors. We can and
will be survivors. With your help, we
believe we can survive Yogether and
continue to provide good jobs for
good people.

Thank you for your patience in
listening to me. If you have
questions, | or one of my colleagues
will attempt to answer them. Mr.
Sievewright will now take over and
explain the substance of the
savings and Improvements we are
seeking. > A

TR S .

 $3.39

-

" $5.71 $11.28
. $5.66 - .§10.26
s $6.18 .- $11.86
.. 8586 81110

MAGMA RATES

$4.710

$12.030
$5.410 " $13.242
$5.585 $13.545
$5.935 $14.151
$6.110 $14.454
$6.110 $14.454
$6.110 $14.454

Consumer Price Index Change: 1974-1985

Cost of Living Adjustment ';«-.

(7/1/72 through 10/1/85) o

- $5.26

, i+97.5%
- +81.3%
. +93.5%
+96.1%

- 4155.4% '
©+144.8%
+142.5%
+138.4%
. +136.6%
+136.6%
+136.8%

"+115.0%

$6.37/hour -



Magma Update

January 19886

~

1. S4-month agreements to expire
December 31, 1990. .

2. An average $4 per hour wage reduction.
c The proposed new wage schedules which
achieve the $4 wage reduction and stifl offer
rates which are competitive are attached as
Exhibits { (Magma) and If (Pinto Vailey). We
are prepared 1o discuss benefit reduction
alternatives to offset some of the proposed
wage reduction. :

3. Modity all agresments, as necassary,
1o recognize that all production and main-
. ..~ tenance work shall be accomplished by the
. most efficient, economical and expeditious
- .methods available to the Company.

“xg .7 "4, COLA to be eliminated from all
“ ~ agreements. -
. 6. All future cost increases In Medical
_, and Dental Plans will be paid by employees.
, - (Any increase in per capita claims expense
above leve! of base six months (January -
3 June 1986) wlit be paid by employee payroll
*..._. deduction in succeeding six months Le. if
¥ current per capita cost is $175 per month
and it Increases to $185 per month, each
_employee woutd pay $10 per month.)

6. New employees hired on and after July
5 1 1986, will be covered by a new Compre-
“* hensive Medical Plan (Exhibit Wi and a new
" Comprehensive Dental Plan (Exhibit V).

7. New MCC employees hired on and af-
ter July 1, 1986, will not participate In the
Supplemental Death Benefits Plan and the
_Severance Pay Plan. »

8. New PYCC employees hired on and af-
-ter July 1, 1986, wili not participate in the
Sick/Severance Pay Plan and the Employee
Benefits Plan.
9. New empioyees hired on and after July
1, 1986, will be covered by a new Pension
Plan which will have no supplemental pen-
sions (disability, 70/80, 30/60). Pre-
. retirement or post-retirement surviving
spouse beneflts will be provided on an ac-
tuarially reduced basis. Age €5 will be ths
normal retirement age. For present em-
ployses there wlili be no change in the Pen-
> gion Pian. :

10. Modify the Medical Plan for Retired
Hourfy-Rated Employees of Magma Copper
Company to provide that coverage for those
who retire on and after July 1, 1986, Is only

- .. -avallable to those age 60 and over with at

least 10 years of Credited Service at the

~ . time of retirement from employment with
the Company.

1. Modify the Optional Medical Plan for

-7 “* Retired Hourly-Rated Employees of Pinto

Valley Copper Corporation to provide that

coverage for those who retire on and after

July 1, 1986, Is only avaiiable to those age

e 60 and with at least 10 years of Credited
e Service at the time of retirement from em-
. ployment with the Company. The Optional
] plan would be the only plan available to

' - retirees, -

12. Modify the Life Insurance Plan to
provide that post-retirement coverage is
only available to those who retire on and af-
ter July 1, 1986, who are at least age 60 and
have at least 10 years of Credited Service at
the time of retirement from employment
with the Company.

13, Modify the Severance Pay Plan of
MCC to provide that payment Is only made
to those who retire on and after July 1, 1986,
who are age 60 or over with at least 10 years
of Credited Service at time of retirement
from employment with the Company.

14, At PVCC reduce the annual contribu-
tion to the Sick/Severance Pay Plan trom
$400 to $100.

15. The .companies reserve the right to
amend, to modify or to add to these
proposals. .

. presented

EXHIBITI
MAGMA COPPER COMPANY
PROPOSED NEW HOURLY RATES
JANUARY 24, 1986
: 12131/85
Pay ' Current (1) Number of Proposed $ "%
Grade Rate Incumbents Rate Reduction Reduction
1 o $12.030 194 $ 6.80 $5.230 43.5
L 12.333 63 +. 7.30 " 5.033 40.8
3 ) 12.636 335 7.80 © 4836 38.3
4 . 12.939 28 8.30 4,639 1 35.9
5 S 13.242 197 . 8.80 Cos442 335
6 T 13.545 574 9.30 4.245 313
7 © 77 13.848 . 126 9.80 4.048 292
8 14.151 216 10.35 3.801 ... 269
9 ' 14.454 ~ 844 11.30 3154 218
.10 ) 14.757 18 11.80 2957 20.0
" 15.060 55 12.30 2.760 18.3
12 . $15.363 11 . $12.80 $2.563 16.7
Welghted .
Average $13.66 2,661 $ 9.66 $4.00 203
. (1) Does not include $0.14 unrolied COLA
EXHIBITH , N
o » 7" " PINTO VALLEY COPPER CORPORATION
. S PROPOSED NEW HOURLY RATES o T
¢ eeut. .. JANUARY24,1988 o S
. R 12/131/85 R T
Pay « " Current (1) Number of Proposed $ . %
Grade i~ . Rate Incumbents . ..Rate Reduction Reduction
2 . R ARX:T 9 $ 6.70 ©$ 521 . 437
3 12.19 26 7.20 4.99 409
4 . 1280 27 7.70 " 4.80 38.4
.5 : 12.81 33 v 8,20 4.61 36.0
6 13.13 5 8.70 4.43 33.7
7 13.45 5 9.20 4.25 316
8 v 13.78 . 114 9.70 408 29.6
.9 14.25 59 - 10.25 4.00 2841
10 R [ %7 R 7 11,15 . 3,39 23.3
.oMn 14.85 1 11.70 3.15 c- 212
.12 .- .. 15816 0 12,10 - 3.06 20.2
13 .. 81547 . . 10 $12.70 $2.77 79 .
Welghted o . : :
Average $13.82 421 .- $9.82 $4.00 292

(1) Does not Include $0.14 unrotled COLA
EXHIBIT It

1. Beneflits:
" a. 90% of usual, reasonabie and
customary (JRC) charges for out-patient
surgery.
b. 90% of URC for second opinion
surgery.

¢. 90% of pre-admission testing charges.

d. 80% of all medically necessary
charges except psychlatric and elective
surgery performed without concurring
second oplnion.

8.50% of (1) psychiatrlc care and (i) elec-
tive surgery performed without concurring
second opinion.

2. Deductible:
$100 Per Person/$300 Per Family/Per

EXHIBITIV

" Comprehensive Medical Plan

e  Economic pfoposals for 1986 negotiations
to Magma/Pinto Valley Unions
on January 24, 1986 |

Calendar Year.

3. Stop Loss (The maximum deductible
and 10% and 20% co-payments for any
covered indlvidual would not exceed $1,000
per person, $3,000 per family per calendar
year. Thereafter the plan would pay 100% of
those covered medical expenses otherwise
payable at 80% or 80% for the balance of
the year.) -

$1,000 Per Person/$3,000 Per Family/Per
Calendar Year,
4. Maximum Benafit:

$250,000 Per Person ($10,000 annual
psychiatric limitation).

Comprehansive Dental Plan

1. Benefits:

a. 100% of usual, reasonable and
customary (URC) charges for routine oral
examination prophylaxis. Not subject to
deductible. .

b. B0% of URC for x-rays, extractions,
tillings, etc. Subject to deductible.

c. 50% of URC for bridgework, dentures,
bridges, orthodontic (age 19 and under

‘

only), oral surgery.
2. Deductible:

L3

#

$50 Per Person/$150 Per Family/Per .

Calendar Year.

3. Maximum Benefit:
$1,000 per plan year per person, except

orthodantics

.~ $650 lifetime for orthodontics.

Y
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PINTO VALLEY COPPER CORPORATION
PINTO VALLEY MINE

MINE STATISTICS

Average Planned Production Rate 136,068 TPD
Stripping Ratio, Planned 1.30 : 1
Bench Height 45"
Rotary Drilling @ 12%" Dia., 8' Subgrade (1986) 767 Ft/Shf
Average Production Drillhole Spacing (1986) 31' x 37!
Blasting Agent (IRECO) Iremex § Iregel
In-Place Rock Specific Wt. 12.5 FtS/Ton

Tons Per Shovel Shift (1985)

15 ¢Y 12,200

20 CY 13,820

25 CY 16,340

Tons Per Truck Shift (1985) 3,678

Haul Distance, Avg. One Way (1985) 1.31 mi

Ramps, Planned Nominal Maximum 8%

Slopes, Inter-Ramp

1. Monzonite & Related 48° Maximum

2. Schist _ 40° Maximum

Current Planned Bottom Bench 3140

Pit Dimensions, Current _ 2,500" N-S x 6,000' E-W

Cutoff, Sulfide Copper 0.27%
/

Average Annual Rainfall (Since 1973) 25.85"
Pit Water Flows

1. Sustained 100-250 GPM

2. Rain Storm Avg. Maximums 500-800 GPM

Dump Area Under Leach 70 Acres



Elevations:

Employees:

Mine Office

Primary Crusher

Top Operating Bench
Bottom Operating Bench
Mine

Company, All Other

Company, Total

3886
4026
4265
3590

129
475

604



DRILLS:

SHOVELS:

FRONT END LOADERS:

TRUCKS:

WATER TRUCKS:

BLADES:

DOZERS:

RUBBER-TIRED DOZERS:

MAJOR

MINE EQUIPMENT

Marion M-4,

12%" Bit Size, 60
Single Pass Capability

P § H 2100BL, 15 CY

P & H 2300,

20 CY

P § H 2300XP, 25 CY

International 580, 22 CY

Dart D-600,

Wabco, 150B
Wabco, 170C

Wabco, 170D

16,000 Gal.,

Cat 16G

D9G
D9H

Michigan 280

12CY

10,000 Gal.,

& 8,000 Gal.
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SPRING MEETING

The agenda for the Spring Meeting will be as follows:

8:30

9:30

10:35

Noon-

2:00

9:30 a.m.

Noon

10:45 a.m.

2:00 p.m.

4:00 p.m.

Registration - IBEW Hall

Technical Sessions - Chairman -
Dan Goar, Mine Superintendent

Pinto Valley Yesterday and Today -
Sandi Kastner, Sr. Mine Engineer

Computerized Mine Planning -
Nancy Mackay, Sr. Planning Engineer

Mine Maintenance Planning -
Dwight Ridenour, Maintenance Engineer

10 Minute Break

Red Hill Slope Failure -
Gary Lenzi, Sr. Mine Geologist

Pinto Valley Dump Leaching -
Gene Santellanes, Assistant Leaching
Superintendent

Cocktails and Lunch -
Cobre Valley Country Club

Mine Tour

Return to IBEW Hall



Leawcl, T F raeth,
e fi*/»j ?é;?fkq/j’mle\_

.ba__c‘_‘L‘-';«g\ Lol TP~ < <

76’?"/? Q‘Viﬁ-—\ﬁ.—— :Q-r——- iah,&(:l&\



SR TR A L D e i » SR ok, R o r R O et

b/u,lla&( a_”___NQ,_,__ 5 __(4:-’34\0/ /Qe—a—ue\ W

o——7°~P@ﬂ°

AL D e ”@

v Deeboc. SPRING ATME OPEN PIT MEETING § e beesm

3. CY’WM Wwidlq nnZ_ Cities Service Company Corlly o [§Y 3 K'/é
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HL. QVYM«-Q: Q’O’\ - 5"""‘Q—o“L"‘k‘P:i.nto Valley Operations ——— Ee
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J25 M wns e (7@ - v
8:30 a.m. - 9:30 a.m. Registration at the American Legion Hall -
Globe, Arizona.
9:30 a.m,~ 12:00 noon TECHNICAL SESSIONS - Chairman - Gordon Steele -

Mine Superintendent.

Pinto Valley History and Geology - Tom Dever -

4 /42 Mine Geologist.
. | L _
A Pre-Production and Plant Construction - Don
' /0". od stonlea "L\ 19 Skeels - Staff Engineer.

Truck Dispatching and The Modat System - Mary
White - Senior Engineer.

Pinto Valley Blasting -~ Jerry Wills - Drilling
and Blasting Foreman.

Pinto Valley Today — Ken Byrne - Mine Engineer.
12:00 noon - 1:00p.m.  LUNCH

1:00 p.m., -~ 4:00 p.m. Tour of Pinto Valley Mine (Transportation Provided
- Please Furnish. Your Own Safety Gear If Possible.)

5:00 p.m, - 6:00 p.m. _ Social Hour — American Legion Hall - Globe, AZ.

6:00 p.m, - 8:00 p.m. Dinner -~ American Legion Hall.
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