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Statement Regarding Forward-Looking Statements

Certain statements contained in this report on Form 10-Q contains certain forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of
1934, as amended, which are intended to be covered by the safe harbors created thereby. All statements, other than
statements of historical facts, are forward-looking statements. The words “believe,” “expect,” “anticipate,”
“estimate,” “project,” “plan,” “should,” “intend,” “may,” “will,” “would,” “potential” and similar expressions
identify forward-looking statements, but are not the exclusive means of doing so. Forward-looking statements include
statements about matters such as: future prices and sales of, and demand for, our products; future industry and
market conditions; future changes in our exploration activities, production capacity and operations; future
exploration, production, operating and overhead costs, operational and management restructuring activities
(including implementation of methodologies and changes in the board of directors); future employment and
contributions of personnel; tax and interest rates; capital expenditures and their impact on us; nature and timing of
restructuring charges and the impact thereof; productivity, business process, rationalization, investment, acquisition,
consulting, operational, tax, financial and capital projects and initiatives; contingencies, environmental compliance
and changes in the regulatory environment; and future working capital, costs, revenues, business opportunities, debt
levels, cash flows, margins, earnings and growth.
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These statements are based on assumptions and assessments made by our management in light of their experience and
their perception of historical and current trends, current conditions, possible future developments and other factors
they believe to be appropriate. Forward-looking statements are not guarantees, representations or warranties and are
subject to risks and uncertainties that could cause actual results, developments and business decisions to differ
materially from those contemplated by such forward-looking statements. Some of those risks and uncertainties
include the risk factors set forth in this report and our Annual Report on Form 10-K for the fiscal year ended
December 31, 2012, and the following: current global economic and capital market uncertainties; the speculative
nature of gold or mineral exploration, including risks of diminishing quantities or grades of qualified resources and
reserves, operational or technical difficulties in connection with exploration or mining activities; contests over our
title to properties; potential dilution to our stockholders from the conversion of securities that are convertible into or
exercisable for shares of our common stock; potential inability to continue to comply with government regulations;
adoption of or changes in legislation or regulations adversely affecting our businesses; permitting constraints or
delays, business opportunities that may be presented to, or pursued by, us; changes in the United States or other
monetary or fiscal policies or regulations; interruptions in our production capabilities due to unexpected equipment
failures, fluctuation of prices for gold or certain other commodities (such as silver, zinc, cyanide, water, diesel fuel,
and electricity); changes in generally accepted accounting principles, geopolitical events, potential inability to
implement our business strategies, potential inability to grow revenues organically; potential inability to attract and
retain key personnel; interruptions in delivery of critical supplies, equipment, and raw materials due to credit or other
limitations imposed by vendors; assertion of claims, lawsuits and proceedings against us, potential inability to
maintain an effective system of internal controls over financial reporting; potential inability or failure to timely file
periodic reports with the SEC; potential inability to maintain the listing of our securities on any securities exchange
or market; and work stoppages or other labor difficulties. Occurrence of such events or circumstances could have a
material adverse effect on our business, financial condition, results of operations or cash flows or the market price of
our securities. All subsequent written and oral forward-looking statements by or attributable to us or persons acting
on our behalf are expressly qualified in their entirety by these factors. We undertake no obligation to publicly update
or revise any forward-looking statement.



Edgar Filing: Comstock Mining Inc. - Form 10-Q

PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

COMSTOCK MINING INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Accounts receivable

Inventories

Stockpiles and mineralized material on leach pad
Prepaid expenses and other current assets

Total current assets

MINERAL RIGHTS AND PROPERTIES, Net
PROPERTIES, PLANT AND EQUIPMENT, Net
RECLAMATION BOND DEPOSIT
RETIREMENT OBLIGATION ASSET

OTHER ASSETS

TOTAL ASSETS
LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:

Accounts payable

Accrued expenses

Long-term debt and capital lease obligations — current portion
Derivative liabilities

Total current liabilities

LONG-TERM LIABILITIES:

Long-term debt and capital lease obligations
Long-term reclamation liability

Other liabilities

Total long-term liabilities

September,
2013

$5,860,193
68,498
1,001,608
3,196,821
1,048,678
11,175,798

7,502,780
23,126,754
2,442,804
2,182,047
65,224

$46,495,407

$3,098,007
6,447,548
2,819,291

12,364,846

7,405,548
4,816,775
200,000
12,422,323

December 31,
2012

$5,973,079
634,643
662,929
4,280,664
2,808,623
14,359,938

7,614,780
20,491,070
2,510,804
2,803,318
84,635

$47,864,545

$2,535,932
7,360,559
7,720,764
544,681
18,161,936

6,010,891
4,597,156
700,000
11,308,047
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Total liabilities
COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS’ EQUITY:

Common stock, $.000666 par value, 3,950,000,000 shares authorized,
67,925,430 and 48,466,267 shares issued and outstanding at
September 30, 2013 and December 31, 2012, respectively
Convertible Preferred Stock; 50,000,000 shares authorized

7.5% Series A-1 convertible preferred stock; $.000666 par value, 1,500,000 shares

authorized; 23,499 shares issued and outstanding at September 30, 2013 and
December 31, 2012, respectively

7.5% Series A-2 convertible preferred stock, $.000666 par value,

250,000 shares authorized; 1,610 and 5,271 shares issued and outstanding at
September 30, 2013 and December 31, 2012, respectively

7.5% Series B convertible preferred stock, $.000666 par value,

600,000 shares authorized; 24,835 and 28,399 shares issued and outstanding
at September 30, 2013 and December 31, 2012, respectively

Additional paid-in capital

Accumulated deficit

Total stockholders’ equity

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

See accompanying notes to condensed consolidated financial statements.

24,787,169

45,238

17
195,091,897
(173,428,932)
21,708,238

$46,495,407

29,469,983

32,279

16

19
175,985,559
(157,623,315)
18,394,562

$47,864,545
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

REVENUE - MINING
REVENUE - HOTEL
Total revenues

COST AND EXPENSES

Costs applicable to mining revenue
Hospitality operating costs
Reclamation and exploration
General and administrative
Consultants and professional fees
Total cost and expenses

LOSS FROM OPERATIONS

OTHER INCOME (EXPENSE)
Change in fair value of derivatives
Interest expense

Interest and other income

Gain of settlement of debt obligations

Total other (expense), net
LOSS BEFORE INCOME TAXES
INCOME TAXES

NET LOSS

DIVIDENDS ON CONVERTIBLE PREFERRED STOCK

Three Months Ended September 30,

2013 2012

$ 6,607,132 $—
211,646 182,792
6,818,778 182,792
6,371,224 —
313,653 232,875
1,839,832 4,384,530
2,348,857 2,494,662
387,957 876,603
11,261,523 7,988,670

(4,442,745 ) (7,805,878

25,080 (884,556
(100,896 ) (332,286
301 28,541
(75,515 ) (1,188,301

(4,518,260 ) (8,994,179

(4,518,260 ) (8,994,179

(973,123 ) (1,092,513

NET LOSS AVAILABLE TO COMMON SHAREHOLDERS $ (5,491,383 ) (10,086,692

Net loss per common share — basic

Net loss per common share — diluted
Weighted average common shares outstanding — basic

Weighted average common shares outstanding — diluted

$(0.09 ) $(0.24

$(0.09 ) $(0.24
63,981,943 41,562,121
63,981,943 41,562,121
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See accompanying notes to condensed consolidated financial statements.
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COMSTOCK MINING INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

REVENUE - MINING
REVENUE - HOTEL
Total revenues

COST AND EXPENSES

Costs applicable to mining revenue
Hotel operating costs

Reclamation and exploration
General and administrative
Consultants and professional fees
Total cost and expenses

LOSS FROM OPERATIONS

OTHER INCOME (EXPENSE)
Change in fair value of derivatives
Interest expense

Interest and other income

Gain on settlement of debt obligations

Total other income (expense), net
LOSS BEFORE INCOME TAXES
INCOME TAXES

NET LOSS

DIVIDENDS ON CONVERTIBLE PREFERRED STOCK

Nine Months Ended September 30,

2013

$ 17,086,569
507,883
17,594,452

18,441,139
773,577
6,265,644
6,587,151
1,372,802
33,440,313

(15,845,861
544,681
(792,842
1,870
286,535
40,244

(15,805,617

(15,805,617

(3,037,165

NET LOSS AVAILABLE TO COMMON SHAREHOLDERS § (18,842,782

Net loss per common share — basic

Net loss per common share — diluted
Weighted average common shares outstanding — basic

Weighted average common shares outstanding — diluted

$(0.33
$(0.33
57,742,461

57,742,461

)
)
)

2012

$—
477,037
477,037

633,705
14,629,761
7,412,880
2,320,606
24,996,952

(24,519,915 )

(399,856 )
(430,234 )
42,883

(787,207 )

(25,307,122 )

(25,307,122 )
(3,300,788 )

$ (28,607,910 )

$(0.74 )

$(0.74 )
38,622,647
38,622,647

10
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See accompanying notes to condensed consolidated financial statements.

11
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COMSTOCK MINING INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

OPERATING ACTIVITIES:

Net loss

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation, depletion, and amortization

Stock payments and stock-based compensation

Accretion of reclamation liability

Loss on sale of properties, plant, and equipment

Amortization of debt discounts and issuance costs

Write down of inventories and stockpiles and mineralized material on leach pad
Net change in fair value of derivatives

Gain on settlement of debt obligations

Changes in operating assets and liabilities:

Accounts receivable

Inventories

Stockpiles and mineralized material on leach pad

Prepaid expenses and other current assets

Other assets

Accounts payable

Accrued expenses and other liabilities

NET CASH USED IN OPERATING ACTIVITIES

INVESTING ACTIVITIES:

Proceeds from maturity of available-for-sale securities
Proceeds from sale of properties, plant and equipment
Purchase of properties, plant and equipment

Change in reclamation bond deposit

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES:

Principal payments on long-term debt and capital lease obligations
Proceeds from long-term debt obligations

Long-term debt obligation issuance costs

Proceeds from the issuance of common stock

Common stock issuance costs

NET CASH PROVIDED BY FINANCING ACTIVITIES

DECREASE IN CASH AND CASH EQUIVALENTS

Nine Months Ended September 30,

2013
$ (15,805,617

3,316,411
2,583,868
219,619
1,015,496
589,287
986,600
(603,970
(286,535

(2,156,962
(455,602
214,166
(127,091
19,411
(335,132
(763,011
(11,589,062

571,820
(2,633,726
(582,000
(2,643,906

(4,190,404

18,750,001
(439,515
14,120,082

(112,886

2012

) $(25,307,122

1,306,090
6,510,113
114,124
14,169
344,562

399,856

(1,186,545
(2,085,296
(257,702
19,411
1,683,760
678,565
(17,766,015

1,470,348
(12,679,374
548,274
(10,660,752

(291,759
9,702,500
(100,000
15,812,173
(463,456
24,659,458

(3,767,309

)

)

)
)

12
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CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 5,973,079
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 5,860,193
SUPPLEMENTAL CASH FLOW INFORMATION:

Cash paid for income taxes $—

Cash paid for interest $ 249,153

6

6,955,010
$ 3,187,701

$—
$ 169,974

(Continued)

13
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COMSTOCK MINING INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

Nine Months Ended September

30,

2013 2012
Supplemental disclosure of non-cash investing and financing activities:
Conversion of convertible preferred stock to common stock (par value) $ 27273 $1912
Reclamation bond deposit included in accrued expenses and other liabilities $ 1,100,000 $ 2,300,000
Additions to reclamation liability and retirement obligation asset $— $ 2,405,314
Settlement of debt obligations from gold transfers $ 2,723,107 $—
Sett.lement of long-term debt obligations through transfer of properties, plant and $ 1,028,180 §_
equipment
Issuance of common stock for settlement of long-term debt obligations $ 75,000 $ 50,000
Dividends paid in common stock (par value) $ 1,444 $ 1,430
Issuance of common stock for mineral property $ — $ 444,699

Issuance of long-term debt and capital lease obligations for purchase of mineral

rights and properties, plant and equipment $ 4,303,387 $ 2,801,125

Debt issuance costs deducted from proceeds of long-term debt obligations $ — $ 125,000
Vested restricted common stock (par value) $ 216 $—
Properties, plant and equipment purchases in accounts payable $ 1,036,468 $ 200,064

See notes to condensed consolidated financial statements.
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COMSTOCK MINING INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE PERIOD ENDED SEPTEMBER 30, 2013 (UNAUDITED)

1. Interim Financial Statements

The accompanying interim unaudited condensed consolidated financial statements have been prepared in accordance
with generally accepted accounting principles for interim financial information and with the instructions to Form 10-Q
and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
generally accepted accounting principles for complete financial statements. In our opinion, all adjustments (consisting
of normal recurring accruals) considered necessary for a fair presentation have been included. Operating results for the
three and nine month periods ended September 30, 2013, are not necessarily indicative of the results that may be
expected for the year ending December 31, 2013. For further information, refer to the financial statements and
footnotes thereto included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2012.

The accompanying condensed consolidated financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America which contemplate continuation of the Company as a
going concern.

The Company has recently transitioned into production in the Lucerne Mine and ramped up to the targeted 20,000
gold-equivalent-ounce annual production rate and exceeded that rate during the second and third quarters of 2013,
averaging over 400 gold-equivalent ounces per week for the quarter ended September 30, 2013, and over 500 ounces
per week in September. This intermediate target was exceeded and sustained by maximizing existing permitting
capacity constraints around our existing heap leach and processing facility. The Company’s existing heap leach is
currently being expanded based on the recent receipt of all required permits and the Company expects to increase
production rates during the fourth quarter of 2013, based on this permitted expansion.

The Company has recurring net losses from operations, an accumulated deficit of $173.4 million as of September 30,
2013, and is incurring higher, planned capital expenses associated with expanding its heap leach and related
production capacity.

15



Edgar Filing: Comstock Mining Inc. - Form 10-Q

In March 2013, the Company raised $10 million in gross proceeds (approximately $9.7 million, net of issuance costs)
through a public offering of 5,000,000 shares of our common stock at a price of $2.00 per share. In August 2013, the
Company raised $8.75 million (approximately $8.6 million, net of issuance costs) through a public offering of
4,146,920 shares of common stock at $2.11 per share.

During the three and nine months ended September 30, 2013, the Company shipped approximately 5,214 and 12,429
ounces of gold, respectively, resulting in recognized revenue of approximately $6.6 million and $17.1 million,
respectively. During the three and nine months ended September 30, 2013, the Company shipped 59,731 and 119,238
ounces of silver, respectively, resulting in sales of approximately $1.3 million and $2.7 million, respectively. Silver is
accounted for as a by-product credit in costs applicable to mining revenue for financial reporting purposes.

Liquidity and Management Plans

The accompanying unaudited condensed consolidated financial statements have been prepared assuming the Company
will continue as a going concern. The Company was an exploration company for most of its existence and recently
transitioned into production in the Lucerne Mine, and accordingly, has incurred net operating losses and negative cash
flows from operations every year since inception. At September 30, 2013, the Company had cash and cash equivalents
of $5.9 million. The Company incurred an operating loss of $15.8 million and used cash flows in operations of $11.6
million for the nine months ended September 30, 2013 (including the direct shipment of gold from current assets for
the payment of $2.7 million of debt obligations). The Company continues its efforts to increase production, reduce
costs and working capital needs, improve efficiencies, and maximize funds available for working capital. The
Company’s current capital resources include cash and cash equivalents and other working capital resources, cash
generated through operations, and existing financing arrangements. The Company has financed its activities
principally from the sale of equity securities and from debt financing. While the Company has been successful in the
past in obtaining the necessary capital to support its operations, there is no assurance that the Company will be able to
obtain additional equity capital or other financing, if needed.

16
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Insufficient near-term financing or future production rates and gold prices below management’s expectations would
adversely affect the Company’s results of operations, financial condition and cash flows, and could raise substantial
doubt about the Company’s ability to continue as a going concern.

Use of Estimates

In preparing financial statements in conformity with generally accepted accounting principles, we are required to
make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the date of the financial statements and revenues and expenditures during the
reported periods. Actual results could differ materially from those estimates. Estimates may include those pertaining
to valuation of inventories, stockpiles and mineralized material on leach pads, the estimated useful lives and valuation
of plant and equipment, mineral rights, deferred tax assets, convertible preferred stock, derivative assets and liabilities,
reclamation liabilities, stock-based compensation and payments, and contingent liabilities.

Gold Forward Derivatives

During the three months ended September 30, 2013, the Company began to manage its exposure to changes in gold
prices by entering into gold forward derivative contracts whereby the Company agreed to sell specified amounts of
gold at specified prices to its primary customer in the near future. The gold forward derivative contracts outstanding at
September 30, 2013 covered a total of 2,400 gold ounces with an average price of $1,352 per ounce and are expected
to be settled within three months. The derivative contracts were recorded at a fair value of $59,289 at September 30,
2013 and were included within prepaid expenses and other current assets. As the contracts relate to future gold sales,
the $59,289 change in fair value of the derivatives was included within gold revenues for the three months ended
September 30, 2013. The Company does not hold or issue derivative financial instruments for speculative trading
purposes.

The average market price for gold was $1,328 per ounce during the three months ended September 30, 2013,
compared with the Company’s recorded average forward derivative contract price of $1,352 per ounce.

Depreciation and Amortization Presentation

Upon commencement of production in late 2012, the Company classified depreciation, depletion, and amortization
expenses related to revenue generating assets into costs applicable to mining revenue. Depreciation, depletion and
amortization expenses that are not associated with revenue generating assets are allocated to reclamation and

17
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exploration expenses, general and administrative expenses and hospitality operating costs based on the function of the
associated asset. Consequently, certain amounts in prior periods have been reclassified to conform to the current
period presentation. In prior periods all depreciation and amortization expenses were recorded within a separate
depreciation and amortization line item.

We believe this change in presentation provides increased transparency and improved comparability of our costs
applicable to mining revenue and other operating expenses. These reclassifications, consisting of $321,395 and
$1,306,090 of depreciation and amortization for the three and nine months ended September 30, 2012, respectively;
had no effect on our reported financial position, consolidated loss from operations, net loss or per share amounts.

18
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Comprehensive Income

There were no components of comprehensive loss other than net loss for the three and nine months ended September
30,2013 and 2012.

Recently Issued Accounting Pronouncements

There have been no recently issued accounting pronouncements through the date of this report that we believe will
have a material impact on our financial position, results of operations, or cash flows.

2. Inventories, Stockpiles and Mineralized Material on Leach Pad

Inventories, stockpiles and mineralized materials on leach pads consisted of the following:

September 30, December 31,

2013 2012

In-process $ 1,001,608 $ 662,929
Finished goods - -

Total inventories $ 1,001,608 $ 662,929
Stockpiles $442.130 $ 361,061
Mineralized material on leach pad 2,754,691 3,919,603
Total stockpiles and mineralized material on leach pad  $ 3,196,821 $ 4,280,664
Total $ 4,198,429 $ 4,943,593

For the nine months ended September 30, 2013, the Company wrote down inventories by $116,923, and stockpiles
and mineralized material on leach pad by $869,677 to record the balances to net realizable value (NRV). The NRV
represents the estimated future sales price based on short-term and long-term metals prices, less estimated costs to
complete production and bring the product to sale. The primary factor that influenced the need to record the
write-downs was recent market declines in gold prices. The write downs of the inventory balances are included in
costs applicable to mining revenue in the condensed consolidated statement of operations for the nine months ended
September 30, 2013.
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3. Properties, Plant and Equipment

The Company acquired mining vehicles and equipment with a cost of $4.3 million under capital lease obligations
during the three months ended September 30, 2013.

During the nine months ended September 30, 2013, the Company made capital expenditures totaling approximately
$2.5 million (exclusive of equipment acquired under capital leases), primarily for the design and construction of our
planned heap leach expansion and for certain Merrill Crowe and related infrastructure upgrades.

During the nine months ended September 30, 2013, the Company sold vehicles previously used in mining operations
with a gross book value of $3,165,746 for a loss of $1,015,496. The loss is included in general and administrative
expenses in the condensed consolidated statement of operations.

10
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4. Long-Term Reclamation Liability and Retirement Obligation Asset

Following is a reconciliation of the aggregate reclamation liability associated with our reclamation plan for our mining
projects:

September 30, December 31,

2013 2012
Long-term reclamation liability — beginning of period$ 4,597,156 $ 2,007,605
Additional obligations incurred - 2,405,314
Accretion of reclamation liability 219,619 184,237
Long-term reclamation liability — end of period $4,816,775 $ 4,597,156

Following is a reconciliation of the aggregate retirement obligation asset associated with our reclamation plan for our
mining projects:

September 30, December 31,

2013 2012
Retirement obligation asset — beginning of period$ 2,803,318 $ 825,481
Additional obligations incurred - 2,405,314
Amortization of retirement obligation asset (621,271 ) 427477 )
Retirement obligation asset — end of period $ 2,182,047 $ 2,803,318

5. Long-Term Debt and Capital Lease Obligations

Long-term debt and capital lease obligations consisted of the following:

September 30, December 31,

Note Description 2013 2012

Note Payable (Auramet Facility) $— $5,422,200
Note Payable (Caterpillar Equipment) 2,704,355 4,405,906
Note Payable (Dayton Resource Area) 1,979,034 2,050,966
Note Payable (Donovan Property) 620,956 647,409
Note Payable (Gold Hill Hotel) 300,931 313,938
Note Payable (White House) 293,079 296,798
Note Payable (Railroad & Gold Property) 223,619 232,421
Notes Payable - Other 278,568 362,017

21
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Capital Lease Obligations 3,824,297
Subtotal 10,224,839
Less current portion (2,819,291 )

13,731,655
(7,720,764 )

Long-term portion of long-term debt and capital lease obligations  $ 7,405,548 $6,010,891

11
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Long-Term Debt Obligations

In July 2012, the Company entered into an agreement with Resource Income Fund ("RIF"), with Auramet Trading,
LLC ("Auramet") acting as gold agent, pursuant to which the Company could borrow up to $5 million outstanding at
any one time (the “Auramet Facility”). The Company's obligations under the Auramet Facility were secured by a
security interest in all personal property of the Company and certain real estate owned by the Company.

The Auramet Facility was payable through the delivery of 3,720 ounces of gold payable in 12 semi-monthly deliveries
of 310 ounces each that began on February 2013. During the nine months ended September 30, 2013, the Company
completed the repayment of the Auramet Facility, including imputed interest of $953,397, by delivery of gold with a
total value of $2,723,107 and cash of $2,819,065. Since the Company settled the Auramet Facility during a decline in
gold prices, it recognized a gain of $286,535.

In July 2012, the Company entered into a Master Loan and Security Agreement and other arrangements with
Caterpillar Financial Services Corporation (the “Cat Equipment Facility””) pursuant to which the Company may borrow
up to $5 million secured by certain equipment of the Company. The Cat Equipment Facility bears interest at a rate of
5.85% with a term of 30 months except in the event of a default, including the occurrence of certain liquidity events,

in which case the principal balance will bear interest at a rate of the lesser of 18% per annum or the highest applicable
rate allowed by law. During the nine month period ended September 30, 2013 the Company reduced the net
outstanding balance due on the Cat Equipment Facility by $2,176,689, of which $1,028,180 resulted from the transfer
of mining vehicles.

In addition to the above, the Company made timely payments on all of its other outstanding obligations within the
normal course of business. The Company did not incur any additional long-term debt obligations during the nine
months ended September 30, 2013.

Capital Lease Obligations

In September 2013, the Company entered into capital lease agreements totaling $4.3 million with Caterpillar Financial
Services Corporation for the acquisition of mining vehicles and equipment. At September 30, 2013 the long-term and
current capital lease obligations were $3.1 million and $0.7 million, respectively.

The annual maturities of capital lease commitments, including interest are as follows:
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Annual Period Amount
2014 $876,351
2015 876,351
2016 876,352
2017 876,352
2018 732,720
Total 4,238,126
Less: Interest (413,829 )

Net capital lease obligations $3,824,297

6. Stockholders’ Equity

During the nine months ended September 30, 2013, the Company issued 7,783,004 shares of common stock from the
conversion of 3,661 and 3,564 shares of Series A-2 and B Convertible Preferred Stock, respectively.

12
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In March 2013 and August 2013, the Company issued 5,000,000 and 4,146,920 shares of common stock to investors
at a price per share of $2.00 and $2.11, respectively. As a result of the offerings, the Company received net cash
proceeds of approximately $18.3 million. For additional information related to these offerings please see our
Prospectus Supplements, filed with the Securities and Exchange Commission (“SEC”) on March 13, 2013 and August
26, 2013.

During the nine months ended September 30, 2013, the Company declared and issued 2,167,398 shares of common
stock at par value as dividends on outstanding shares of convertible preferred stock.

The Company issued 37,141 shares of common stock for total consideration of $75,000 for the payment of long-term
debt obligations, and 324,700 shares of restricted stock vested under the 2011 Equity Incentive Plan for the nine
months ended September 30, 2013.

The Company authorized the granting of an additional 605,000 shares of restricted stock to fifteen new employees
since the last grant under the 2011 Equity Incentive Plan on September 19, 2013. These shares are subject to certain
vesting requirements.

7. Fair Value Measurements

The fair value of a financial instrument is the amount that could be received upon the sale of an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date. Fair value
measurements do not include transaction costs. A fair value hierarchy is used to prioritize the quality and reliability of
the information used to determine fair values. Categorization within the fair value hierarchy is based on the lowest
level of input that is significant to the fair value measurement. The fair value hierarchy is defined into the following
three categories:

Level 1: Quoted market prices in active markets for identical assets or liabilities.
Level 2: Observable market-based inputs or unobservable inputs corroborated by market data.

Level 3: Unobservable inputs that are not corroborated by market data.

During the nine months ended September 30, 2013 and twelve months ended December 31, 2012, there were no
transfers of assets or liabilities between Level 1, Level 2, or Level 3.
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The carrying amount of cash and cash equivalents, and trade payables and receivables approximates fair value because
of the short-term maturity of these financial instruments. The fair value of long-term debt and capital lease obligations
approximates carrying value at September 30, 2013 and December 31, 2012. The fair value of assets and liabilities
whose carrying value approximates fair value is determined using Level 2 inputs, with the exception of cash and cash
equivalents (Level 1).

Following is a description of the valuation methodologies used for the Company’s financial instruments measured at
fair value on a recurring basis as well as the general classification of such instruments pursuant to the valuation
hierarchy.

Derivative liability — contingent dividend — The Company’s contingent dividend derivative liability is valued using
models with various observed and unobservable market inputs and classified as Level 3 in the valuation hierarchy.
These market inputs include volatility, stock price, maturity date, and discount rate. The contingent dividend
derivative was nil and $230,900 at September 30, 2013 and December 31, 2012, respectively, and the change in the
derivative value between these periods related solely to the change in fair value. The contingent dividend derivative
liability expired on August 31, 2013.

Gold Call Derivative — The Company’s gold calls are valued using a Black-Scholes model with various observable
inputs and classified as Level 2 in the valuation hierarchy. These market inputs include volatility of gold prices, gold
strike prices, maturity dates of the options, exercise prices of the options, and risk free interest rates. The gold call
derivative value was not material at September 30, 2013 and December 31, 2012.
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Gold Forward Derivative — The Company’s gold forwards are valued based on observable market changes in the
forward prices for gold and classified as Level 2 in the valuation hierarchy. The Company’s gold forward derivative
contracts were in an asset position and had a fair value of $59,289 at September 30, 2013. At December 31, 2012, the
gold forward derivatives were in a liability position and had a fair value of $297,451. The gold forward derivatives
outstanding at September 30, 2013 related solely to future gold sales, and those outstanding at December 31, 2012
related solely to an underlying debt obligation.

8. Net Loss Per Common Share

Basic loss per share is computed by dividing net loss available to common stockholders by the weighted average
number of shares of common stock outstanding during the period. Diluted loss per share reflects the potential dilution
that could occur if stock options, warrants, and convertible securities were exercised or converted into common stock.
Diluted loss per share equals basic loss per share as the effect of including dilutive securities in the calculation would
be antidilutive.

The following is a reconciliation of the numerator and denominator used in the basic and diluted computation of net
loss per share:

Three Months Ended September 30, Nine Months Ended September 30,

2013 2012 2013 2012
Numerator:
Net loss $ (4,518,260 ) $(8,994,179 ) $(15,805,617 ) $(25,307,122 )
Preferred stock dividends (973,123 ) (1,092,513 ) (3,037,165 ) (3,300,788 )
Loss available to common shareholders  $ (5,491,383 ) $ (10,086,692 ) $(18,842,782 ) $(28,607,910 )
Denominator:
Basic weighted average shares 63,981,943 41,562,121 57,742,461 38,622,647
outstanding
Effect of dilutive securities — — — —
Diluted weighted average shares 63,981,943 41,562,121 57,742,461 38,622,647
outstanding
Net loss per common share:
Basic $(0.09 ) $(0.24 ) $(0.33 ) $(0.74 )
Diluted $(0.09 ) $(0.24 ) $(0.33 ) $(0.74 )

The following table includes the number of common stock equivalent shares that are not included in the computation
of diluted loss per share, because the Company has a net loss and the inclusion of such shares would be antidilutive or
certain performance conditions have not been achieved.
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September 30,

2013 2012
Stock options 50,000 450,000
Convertible preferred stock 53,622,773 60,276,610
Warrants 733,500 2,333,500
Restricted stock 4,673,200 5,956,000

59,079,473 69,016,110
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10. Commitments and Contingencies

The Company has third party minimum lease obligations with certain of its mineral properties and related party leases.
Minimum annual third party lease payments payable are $57,600 and related party lease payments payable are
$880,500. For most of the mineral properties and leases, the Company is subject to a range of royalty obligations from
0.5% to 6% of net smelter revenues from minerals produced on the properties. Certain factors that will influence the
amount of the royalties include ounces extracted and prices of gold.

Included in the related party leases is an operating agreement with Northern Comstock, LLC; a related party and an
entity controlled by a member of the Board of Directors. The terms of this agreement provide that the Company will
make a total of $34.5 million in annual payments of $862,500, in the form of either cash or Series A-1 preferred stock.
The operating agreement requires these payments, at least annually, through October 2049. At September 30, 2013,
$31.9 million remained due and may be prepaid without penalty.

The Company’s mining and exploration activities are subject to various laws and regulations governing the protection
of the environment. These laws and regulations are continually changing and are generally becoming more restrictive.
The Company conducts its operations so as to protect the public health and environment and believes its operations
are in compliance with applicable laws and regulations in all material respects. The Company has made, and expects
to make in the future, expenditures to comply with such laws and regulations, but cannot predict the full amount of
such future expenditures.

From time to time, we are involved in lawsuits, claims, investigations and proceedings that arise in the ordinary course
of business. There are no matters pending that we expect to have a material adverse impact on our business, results of
operations, financial condition or cash flows.

11. Segment Reporting

Our management organizes the Company into two operating segments, mining and hospitality. Our mining segment
consists of all activities and expenditures associated with mining. Our hospitality segment consists of hotel rooms,
cottages, restaurant, bar and other services provided by Gold Hill Hotel Inc. We evaluate the performance of our
operating segments based on operating income (loss). All intercompany transactions have been eliminated, and
intersegment revenues are not significant. Financial information relating to our reportable operating segments and
reconciliation to the consolidated totals is as follows:
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Three Months Ended September 30, Nine Months Ended September 30,

2013 2012 2013 2012
Revenue
Mining $ 6,607,132 $- $ 17,086,569 $-
Hospitality 211,646 182,792 507,883 477,037
Total revenue 6,818,778 182,792 17,594,452 477,037
Cost and Expenses
Mining (10,947,870 ) (7,755,795 ) (32,666,736 ) (24,363,247
Hospitality (313,653 ) (232,875 ) (773,577 ) (633,705
Total cost and expenses (11,261,523 ) (7,988,670 ) (33,440,313 ) (24,996,952
Operating Income (Loss)
Mining (4,340,738 ) (7,755,795 ) (15,580,167 ) (24,363,247
Hospitality (102,007 ) (50,083 ) (265,694 ) (156,668
Total loss from operations (4,442,745 ) (7,805,878 ) (15,845,861 ) (24,519,915
Other income (loss), net (75,515 ) (1,188,301 ) 40,244 (787,207
Net loss $ (4,518,260 ) $(8,994,179 ) $(15,805,617 ) $(25,307,122
Depreciation, Depletion and Amortization
Mining $ 1,156,022 $ 288,977 $3,217,465 $ 1,215,612
Hospitality 34,110 32,418 98,946 90,478
Total depreciation, depletion and $ 1,190,132 $ 321,395 $3,316,411 $ 1,306,090
amortization
Capital Expenditures
Mining $ 6,541,845 $2,098,117 $7,803,871 $ 15,014,131
Hospitality 30,447 200,000 30,447 301,000
Total capital expenditures $6,572,292 $2,298,117 $7,834,318 $15,315,131

As of September 30, As of December 31,

2013 2012
Assets
Mining $ 45,312,125 $ 46,606,912
Hospitality 1,183,282 1,257,633
$ 46,495,407 $ 47,864,545

12. Subsequent Events

From October 1, 2013 through October 25, 2013, preferred shareholders converted 91 shares of convertible preferred

stock into 55,151common shares.
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In October 2013, the Company issued 862.5 shares of Series A-1 convertible preferred stock, to Northern Comstock
LLC (“Northern Comstock™), a related party of the Company, in prepayment of an annual mineral rights lease pursuant
to the Northern Comstock LLC operating agreement.

On October 11, 2013 the Company signed a purchase agreement for various parcels of property near mining
operations. The purchase price is $200,000 consisting of a cash down payment of $40,000 and $160,000 to be paid
with common stock.
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In October 2013, the Company received notice of receipt of its expanded Water Pollution Control Permit that

increases the amount of mineralized material the Company may process from a previous limit of 1,000,000 tons per
annum up to 4,000,000 tons per annum enabling the planned production rate to increase consistent with the Company’s
planned production of 40,000 gold equivalent ounces in calendar year 2014.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion provides information that we believe is relevant to an assessment and understanding of the
consolidated results of operations and financial condition of the Company. It should be read in conjunction with the
condensed consolidated financial statements and accompanying notes also included in this Form 10-Q and our Annual
Report on Form 10-K as of and for the fiscal year ended December 31, 2012.

The following discussion addresses matters we consider important for an understanding of our financial condition and
results of operations as of September 30, 2013, and for the three and nine month periods ended September 30, 2013,
as well as our future results.

Overview

The Company is a producing Nevada-based, gold and silver mining company with extensive, contiguous property in
the historic Comstock and Silver City mining districts (collectively, the “Comstock District”). The Comstock District is
located within the western portion of the Basin and Range Province of Nevada, between Reno and Carson City. The
Company began acquiring properties and developing projects in the Comstock District in 2003. Since then, the
Company has consolidated a substantial portion of the historic Comstock District, secured permits, built an
infrastructure and brought exploration projects into production.

Because of the Comstock District’s historical significance, the geology is well known and has been extensively studied
by the Company, our advisors and many independent researchers. We have expanded our understanding of the
geology of the project area through vigorous surface mapping and drill hole logging. The volume of geologic data is
immense, and thus far the reliability has been excellent, particularly in the various Lucerne Mine and Resource Areas.
We have amassed a large library of historical and current geological and other data and detailed surface mapping of
Comstock District properties. As we continue our detailed exploration mapping, close spaced drilling and initial mine
production, new details emerge that significantly influence our understanding of the local and regional geology.
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Our Lucerne Resource Area is located in Storey County, Nevada, approximately three miles south of Virginia City
and 30 miles southeast of Reno. Our Dayton Resource Area is located in Lyon County, Nevada, approximately nine
miles south of Virginia City. Access to the properties is by State Route 342, a paved highway.

The near term goal of our business plan is to deliver stockholder value by: 1) validating qualified resources (measured
and indicated) and reserves (proven and probable) of at least 3,250,000 gold equivalent ounces from our first two
resource areas, Lucerne and Dayton; 2) achieving initial commercial mining and processing operations in the Lucerne
Mine with annual production rates of approximately 20,000 gold equivalent ounces; and 3) growing production
through the commercial development and expansions of both the Lucerne and Dayton Resource Areas.

As part of this plan, the Company has developed the exploration and development-drilling programs intended to
validate and expand mine design for the existing Lucerne Mine and to validate a mine design for the Dayton Resource
Area. The same plan is designed to identify and validate qualified resources and reserves, in just these two resource
areas, containing at least 3,250,000 gold equivalent ounces. The Company has already validated measured and
indicated resources in the Lucerne and Dayton Areas containing over 2,000,000 gold equivalent ounces.
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We intend to continue to acquire additional properties in the Comstock District, expanding our footprint and creating
opportunities for exploration and mining. The Company owns or controls approximately 5,900 acres of mining claims
and parcels in the Comstock and Silver City Districts. The acreage is comprised of approximately 1,350 acres of
patented claims (private lands) and surface parcels (private lands) and approximately 4,550 acres of unpatented
mining claims, which the Bureau of Land Management (“BLM”) administers.

Current Projects

The Company’s headquarters, mine operations and heap leach processing facility are in Storey County, Nevada, at
1200 American Flat Road, approximately three miles south of Virginia City, Nevada and 30 miles southeast of Reno,
Nevada. The Company has focused development to date on the Lucerne Resource Area (including the east-side target
within this area), the Dayton Resource Area and the Spring Valley exploration target. We also plan on focusing future
exploration on the Northern Extension, Northern Targets, and Occidental Target Areas subsequent to the exploration
and development of Lucerne, Dayton and Spring Valley. Production is currently active in the Lucerne Mine.

Exploration

The Comstock Mining district is a well-known, historic mining district, with over 150 years of production-based
history. We have access to extensive reports and maps on various properties in the district, but to-date, we have only
conducted detailed geologic exploration and resource modeling on approximately 10% of our approximate 5,900 acre
land position. We plan on conducting ongoing exploration programs to locate and test surface mineral targets as well
as deeper underground bonanza targets by using historic compilation, geological mapping, geochemical and
geophysical investigations and drilling. The goal of our strategic plan includes validating qualified resources
(measured and indicated) and reserves (proven and probable) of 3,250,000 gold equivalent ounces, from our first two
resource areas, Lucerne and Dayton, requiring execution of planned exploration and development drilling. Overall, the
Company has already validated measured and indicated resources in the Lucerne and Dayton areas containing over
2,000,000 gold equivalent ounces. Mr. Larry Martin, our Vice President of Exploration and Mine Development and a
Certified Professional Geologist (CPG), manages these drill programs.

The Lucerne Resource Area has been the focus of the Company’s exploration and development efforts since 2007. It
includes the previously mined Billie the Kid, Hartford and Lucerne mining claims, and extends northeasterly to the
area of the historic Woodville bonanza, and north to the historic Justice and Keystone mines, plus the extension of
these areas down-dip to the east. The Company has the key mining permits required and has resumed mining in the
Billie the Kid, Hartford and Lucerne west-side mining claims. The Lucerne Resource Area is approximately 5,000 feet
long, with an average width of 600 feet, representing less than three percent of the land holdings controlled by the
Company. The east-side target within this area ranks as one of the Company’s top exploration and potential mine
production expansion targets, including the recently discovered structurally bounded, wedge-like, zone hosting
significant gold and silver. We call this structural intersection the ‘Chute Zone’. We believe that the structural
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intersection and geometric shape of the Chute Zone is similar to highly mineralized zones that were historically mined
in the Comstock District as bonanzas. There were 33 mined bonanza ore zones located along the northern Comstock
mineral belt.

The discovery of the Chute Zone is the result of drilling, analysis and interpretation by the Company’s geological team.
The Company hopes to gain a deeper understanding of the controlling geologic attributes of the Chute Zone, allowing
for even more efficient identification of such structures in future exploration programs along the Comstock. Based
upon the structural controls of the higher-grade Chute Zone, the Company has recognized structural similarities in
higher-grade zones at Dayton and other mineralized areas within the Company’s property position. Expectations are
high that further drilling and development will allow for important extensions to these higher-grade zones. The
Company is currently assessing how best to develop and ultimately mine this mineralized material, as it represents the
first substantial opportunity for an underground mining development by the Company.
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We believe that our consolidation of the Comstock District is substantial and has provided us with opportunities to
utilize the historical information available to identify drilling targets efficiently and with significant potential. The
next phases of our exploration, discovery and development program will continue with three significant intermediate
objectives: 1) step-out, development and infill drilling in the east-side of the Lucerne Resource Area, including the
Chute Zone, 2) step-out, development and infill drilling in the Dayton Resource Area, and 3) exploration drilling on
high priority targets, including Spring Valley.

The infill drilling in the Dayton Resource Area will provide detailed information needed to create a mine plan for the
proposed Dayton mine, to be developed in parallel with the expanded Lucerne mine.

The step-out, development and infill drilling phases in the east-side of the Lucerne Resource Area will test the
continuity of mineralization to the north and south, and at greater depths to the east, including the Chute Zone. The
infill-drilling phase will then provide the detailed information needed to develop an expanded mine plan for the
Lucerne mine.

Production

The Company has recently transitioned into production in the Lucerne Mine and ramped up to the targeted 20,000
gold-equivalent-ounce annual production rate and exceeded that rate during the second and third quarters of 2013,
averaging over 400 gold-equivalent ounces per week for the quarter ended September 30, 2013, and over 500 ounces
per week in September. This intermediate target was exceeded and sustained by maximizing existing permitting
capacity constraints around our existing heap leach and processing facility. The Company’s existing heap leach is
currently being expanded based on the recent receipt of all required permits and expects to increase production rates
during the fourth quarter of 2013, based on this permitted expansion.

For the Lucerne Mine expansion, the Company filed the following permit modifications during the first half of the
year: 1) an expanded Water Pollution Control Permit; 2) a proposed Engineering Design Change (EDR) for the
construction of storm water diversion structures around our heap leach processing facility (both with the Nevada
Division of Environmental Protection); and 3) an expanded Special Use Permit with Storey County, Nevada, that, all
together, allow for expanded capacity and processing rates of our heap leach processing facility. The EDR Permit and
Special Use Permit were approved in September and July, 2013, respectively, and the Water Pollution Control Permit
was approved in October 2013. These approvals will now enable us to expand our heap leach pad, scheduled for
completion in November, and expanded rates of production for the Lucerne Mine, starting in the fourth quarter of
2013.
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During the second and third quarters of 2013, we completed the ramp up and stabilization activities of the production
system, including significant improvements to the metal extraction processes, particularly the Merrill Crowe facility.
We invested approximately $1.4 million for certain debottlenecking actions associated with pump and pipe capacities,
ensuring the Merrill Crowe and heap leach facilities could operate at fluid processing rates of up to 1,000 gallons per
minute. The previously constrained metal extraction processes contributed to the relatively lower shipments during the
first quarter. Metal sales for the nine months ended September 30, 2013 totaled $19.8 million, with gold revenues of
$17.1 million. We also sold $2.7 million of silver. Metal sales for the three months ended September 30, 2013 totaled
$7.9 million, with gold revenues of $6.6 million. We also sold $1.3 million of silver in the third quarter. Silver is
accounted for as a by-product credit in costs applicable to mining revenue for financial reporting purposes. For the
three months ended September 30, 2013, the Company crushed and stacked over 288,000 dry tons of mineralized
material and shipped 5,214 ounces of gold and 59,731 ounces of silver. Gold grades onto the pad averaged 0.025
ounces per ton in the third quarter. Material placed on the heap leach pad remains under solution, although not
continuously, until the target recovery rates are achieved.

The Company continues ramping up its production and exceeded its targeted production rate of 400 ounces per week,
initially targeted for the end of April, and has averaged over 400 gold-equivalent ounces per week, for the three
months ended September 30, 2013, and over 500 per week in September. The Company aims to continuously adjust
its operations to improve grade, maximize yields and increase tons crushed and stacked.
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Bullion prices stabilized during the third quarter of 2013. Throughout the first nine months of 2013, the Company
realized an average price of $1,387.44 price per ounce of gold and a $22.55 average sales price per ounce of silver. In
comparison, commodity market prices in the first nine months of 2013 averaged $1,457.22 per ounce of gold and
$24.85 per ounce of silver.

Our Comstock exploration activities include open pit gold and silver test mining. As defined by the Securities
Exchange Commission (“SEC”) Industry Guide 7, we have not yet established any proven or probable reserves at our
Comstock Lode Project.

Operating Costs

During the first nine months of 2013, actual Lucerne Mine costs applicable to mining revenue were approximately
$21.1 million, $18.4 million net of silver credits. Cost applicable to mining revenue include mining and processing
labor, maintenance, drilling and blasting and assaying costs associated with higher production rates and higher
absorbed inventory costing associated with costs incurred in advance of achieving the targeted production rate,
including the planned increases in the fourth quarter of 2013.

Costs applicable to mining revenue for the first nine months of 2013 include $1 million of higher hauling costs,
including the previously incurred redundancy associated with our inability to use an existing haul road, for most of the
first quarter that crosses Lot 51 and the transition costs associated with renting new haul vehicles while transitioning
out of the existing, temporary vehicles. Costs applicable to mining revenue also include $2.4 million of depreciation
and a $1 million write down of inventory to market value for the nine months ended September 30, 2013.
Management believes the system is now capable of operating at twice the production rates of the first nine months and
plans on ramping up operations to those higher levels now that final permits have been approved.

During the second and third quarters, once production had stabilized, the Company focused on stream-lining the
organization and reducing general, administrative, consulting and other related costs. The Company is also focused on
reducing costs applicable to mining and leveraging the existing fixed operating expenses for the production of higher
ounces in the second half of 2013, as compared to the first half of 2013. Costs applicable to mining per ounces added
to inventory during the quarter are lower than the previous quarter by approximately 12%.

2013 Outlook
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The Company’s current financial analysis for the Lucerne Mine anticipates annual operating expenses, including all
mining, processing, mine administration and support costs of approximately $26 - $28 million per annum with an
anticipated production schedule currently processing at the rate of one million tons per annum, but also includes plans
for ramping up to over 2 million tons per annum run rate. The Company currently anticipates production rates beyond
the 400 gold-equivalent ounces per week in the next three months, and targeting 40,000 gold equivalent ounces for
2014.

Recent Developments

From October 1, 2013 through October 25, 2013, preferred shareholders converted 91 shares of convertible preferred
stock into 55,151 common shares.

In October 2013, the Company issued 862.5 shares of Series Al convertible preferred stock, to Northern Comstock
LLC (“Northern Comstock™), a related party of the Company, in prepayment of an annual mineral rights lease pursuant
to the Northern Comstock LLC operating agreement.
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On August 16, 2013, the Company received a “stop order” from the Nevada Division of Environmental Protection
(NDEP) with respect to the use of certain crushing and transfer systems of the Company because emissions controls,
although effective, were not deemed to be compliant with an applicable permit. The Company was able to remedy the
controls and the stop order was lifted on August 23, 2013. The Company did not experience any material delays or
work stoppages as a result of the stop order, and therefore revenues were not materially affected.

As a follow up and in accordance with the Nevada Administrative Code, on September 6, 2013, NDEP requested that
the Company submit certain information and documentation to NDEP to support NDEP’s determination as to the
compliance of the Company’s facility with the conditions of the operating permit. The Company provided all such
requested information and documentation on a timely basis in accordance with the request. The Company believes
that it is in full compliance with its permits granted by NDEP and will diligently respond to further requests from
NDEP, if any.

Land and Mineral Right Acquisitions

We did not have any material land or mineral right acquisitions during the nine months ended September 30, 2013,
and through the date of this report. We will continue to increase our footprint in the Comstock District through
strategic acquisitions.

Comparative Financial Information

Since the Company just recently commenced production, and correspondingly, did not recognize revenues from gold
and silver production and sales until late fiscal 2012, certain results associated with the three and nine month periods
ended September 30, 2013 may not be comparable with the three and nine months ended September 30, 2012. For
these line items we have provided additional analysis as noted below.

Additionally, in periods prior to the commencement of our mining operations in late 2012, and while we increased
production in the first half of 2013, the Company reported two operating segments; mining and hospitality. As we
continue to focus on the increased productivity of our mining operations, our hospitality segment has become
immaterial to our consolidated financial position, results of operations, and cash flows for three and nine months
ended September 30, 2013.

The comparative financial information is reflected in the following table:
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Three Months Ended.:

September 30, September 30,

2013 2012 Change
Revenue - Mining $6,607,132 $- $6,607,132
Revenue - Hospitality 211,646 182,792 $28.854
Cost applicable to mining revenue 6,371,224 - 6,371,224
Hospitality operating costs 313,653 232,875 80,778
Reclamation and exploration 1,839,832 4,384,530 (2,544,698)
General and administrative 2,348,857 2,494,662 (145,805 )
Consulting and professional fees 387,957 876,603 (488,646 )
Loss from operations 4,442,745 ) (7,805,878 ) (3,363,133)
OTHER INCOME (EXPENSE)
Change in fair value of derivatives 25,080 (884,556 ) 909,636
Interest expense (100,896 ) (332,286 ) (231,390 )
Interest income 301 28,541 (28,240 )
Net loss $(4,518,260 ) $(8,994,179 ) $(4,475,919)

Mining revenue in the third quarter of 2013 was $6.6 million. We also produced and sold $1.3 million worth of silver
in the third quarter of 2013. Silver is accounted for as a by-product credit in costs applicable to mining revenue for
financial reporting purposes. We recorded our first mining revenue from gold sales in October 2012, and accordingly,
we did not generate mining revenue during the three months ended September 30, 2012. The decrease from the second
quarter resulted from decreases in the realized price of gold partially off-set by increased production of approximately
300 ounces. In addition, we entered into gold forward derivative contracts for future gold sales of 2,400 ounces
resulting in the recognition of a gain on the change in the fair value of the derivatives of approximately $59 thousand
through September 30, 2013.

During the first nine months of 2013, we completed the ramp up and stabilization activities of the production system,
including improvements to the hauling, crushing and metal extraction processes.

Throughout the three months ended September 30, 2013, the Company realized an average price of $1,291.88 price

per ounce of gold and a $21.23 average sales price per ounce of silver. In comparison, commodity market prices in

the third quarter of 2013 averaged $1,327.54 per ounce of gold and $21.37 per ounce of silver. We intend to manage
fluctuations in gold prices through the on-going use of gold forward derivative contracts and future gains and losses
will be recognized based on our effectiveness.
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The Company continues ramping up its production and exceeded its targeted production rate of 400 ounces per week,
initially targeted for the end of April, 2013 and has averaged over 400 gold-equivalent ounces for the three months
ended September 30, 2013. The Company aims to continuously adjust its operations to improve grade, maximize
yields and increase tons crushed and stacked.

Costs applicable to mining revenue were approximately $6.4 million. The Company was not producing during the
comparable prior period quarter. The decreases from the second quarter resulted from a decrease in hauling costs,
primarily from the elimination of redundant costs associated with the temporary use of longer haul routes, and not
incurring additional inventory write-downs.

Hospitality revenue from the cottages, hotel rooms, restaurant and bar was stable for the three months ended
September 30, 2013, compared to the same quarter in 2012. Consistent with current economic conditions and seasonal
variations experienced during these periods, we do not expect material changes in our hospitality operational results.
We further expect our hospitality results to become less material to our overall operations as we continue to execute
our mine development plans.
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Hospitality operating costs increased approximately 35% to $313,653 for the quarter ended September 30, 2013
compared with the three months ended September 30, 2012. The hotel operating costs represents costs incurred for
providing room, banquet, restaurant and bar services at the hotel. The increase was attributable to improvements and
higher maintenance plus higher labor and food costs in the quarter.

Reclamation and exploration expenses decreased by $2.5 million or approximately 58% compared to the three-month
period ended September 30, 2012. The decrease is primarily the result of the completion of our 2012 drilling program
that commenced in January 2012 and completed in December 2012. Exploration activities in the third quarter
primarily represented geological support, grade and metallurgical analysis and assessment.

General and administrative expenses, inclusive of professional and consulting fees, decreased by $0.6 million or
approximately 19% compared to the period ended September 30, 2012. The decrease is primarily the result of lower
stock-based compensation expense and lower legal and administrative costs.

During the three months ended September 30, 2013, our derivative liabilities expired resulting in a recognized a gain
of $25,080.

Interest expense decreased by $231 thousand, or approximately 70% for the three months ended September 30, 2013
from the three months ended September 30, 2012, primarily due to reductions in debt obligations outstanding for the
2012 equipment financing (Caterpillar Equipment Facility) and revolving debt facility (Auramet Facility). The
Auramet Facility was settled full in the second quarter of 2013. During the three months ended September 30, 2013,
we reduced our outstanding debt balance by $0.5 million while incurring additional equipment financing obligations
of approximately $4.3 million. We anticipate continued reductions in our debt balances through year end, effectively
reducing our prospective borrowing costs.

Nine Months Ended.:

September 30, September 30,

2013 2012 Change
Revenue - Mining $17,086,569  $- $17,086,569
Revenue - Hospitality 507,883 477,037 30,846
Costs applicable to mining revenue 18,441,139 - 18,441,139
Hospitality operating costs 773,577 633,705 139,872
Reclamation and exploration 6,265,644 14,629,761 (8,364,117)
General and administrative 6,587,151 7,412,880 (825,729 )
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Consulting and professional fees 1,372,802 2,320,606 (947,804 )
Loss from operations (15,845,861 ) (24,519,915 ) (8,674,054)
OTHER INCOME (EXPENSE)

Change in fair value of derivatives 544,681 (399,856 ) 944,537
Interest expense (792,842 ) (430,234 ) 362,608
Interest income 1,870 42,883 41,013 )
Gain on settlement of debt obligations 286,535 - 286,535
Net loss $(15,805,617 ) $(25,307,122 ) $(9,501,505)

Revenue from mining for the first nine months of 2013 was $17.1 million. We also produced and sold $2.7 million
worth of silver in the first nine months of 2013. Silver is accounted for as a by-product credit in costs applicable to
mining revenue for financial reporting purposes. We recorded our first mining revenue from gold sales in October
2012, and accordingly, we did not generate mining revenue during the nine months ended September 30, 2012.
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During the first nine months of 2013, we completed the ramp up and stabilization activities of the production system,
including improvements to the hauling, crushing and metal extraction processes.

During the nine months ended September 30, 2013, the Company crushed and stacked approximately 900,000 dry
tons of mineralized material and shipped 12,429 ounces of gold and 119,237 ounces of silver.

Throughout the nine months ended September 30, 2013, the Company realized an average price of $1,387.44 price per
ounce of gold and a $22.55 average sales price per ounce of silver. In comparison, commodity market prices in the
first nine months of 2013 averaged $1,457.22, per ounce of gold and $24.85 per ounce of silver.

Costs applicable to mining revenue for the first nine months of 2013 were approximately 108% of the recognized
revenue during the period (the Company was not producing during the comparable prior year nine month period).
Costs applicable to revenue include approximately $2.4 million for depreciation, amortization, and depletion and
approximately $1 million from the write down in the value of our inventory caused by declining gold prices.

Hospitality revenue from the cottages, hotel rooms, restaurant and bar was stable for the nine months ended
September 30, 2013 compared to the same period in 2012. Consistent with current economic conditions and seasonal
variations experienced during these periods, we do not expect material changes in our hospitality operational results.

Hospitality operating costs increased approximately 22% to $770 thousand for the nine months ended September 30,
2013 compared with the nine months ended September 30, 2012. The hotel operating costs represent costs incurred for
providing room, banquet, restaurant and bar services at the hotel. The increase was attributable to improvements and
higher maintenance plus higher labor and food costs in the period.

Reclamation and exploration expenses decreased by $8.4 million or approximately 57% compared to the nine-month
period ended September 30, 2012. The decrease is primarily the result of the completion of our 2012 drilling program
that commenced in January 2012 and completed in December 2012, and the transition of the Company from an
exploration-based company to a production based company.

During the nine months ended September 30, 2013, we sold mining equipment and vehicles with a gross book value
of $3,165,746 at a loss of $1,015,496. The loss is included in general and administrative expenses in the condensed
consolidated statements of operations.
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General and administrative expenses, inclusive of professional and consulting fees, decreased by $1.8 million or
approximately 18% compared to the nine month period ended September 30, 2012. The decrease is primarily the
result of lower stock based compensation, legal and administrative costs.

During the nine months ended September 30, 2013, we recognized a gain on the settlement of our Auramet Facility
obligations of approximately $287 thousand that is not expected to be recurring.

Interest expense increased by $363 thousand, or approximately 84% for the nine months ended September 30, 2013
compared to the nine months ended September 30, 2012, primarily due higher average principal obligations
outstanding during 2013, as compared to 2012, from the new equipment financing (Caterpillar Equipment Facility)
and revolving debt facility entered (Auramet Facility) into in 2012. The Auramet facility was settled in full in the
second quarter of 2013.
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Liquidity and Capital Resources

Total current assets were $11.2 million at September 30, 2013. Cash and cash equivalents on hand at September 30,
2013 totaled $5.9 million. Inventories, stockpiles, and mineralized material on leach pad totaled $4.2 million. During
the first nine months of 2013, the Company reduced its long-term debt by fully paying our $5 million revolving credit
facility. The Company has also reduced its operating costs by entering into capital lease arrangements for mine haul
trucks with total obligations inclusive of interest at September 30, 2013 of approximately $4.3 million ($3.8 million in
principal inclusive of purchase options of $0.7 million). The Company believes it has the ability to make its debt
payments within the normal course of business for at least the next twelve months.

Net cash used in operating activities for the nine months ended September 30, 2013 was approximately $11.6 million
as compared to a use of $17.8 million for the nine months ended September 30, 2012. Our use of cash in the first nine
months of 2013 was primarily from operating losses associated with ramping up production, including an increase of
$456 thousand for inventory and an increase of $2.2 million in accounts receivable, net of $2.7 million of gold
produced and directly transferred as payment on our Auramet Facility which we completely paid off.

Net cash used in investing activities for the nine months ended September 30, 2013 was $2.7 million, primarily as the
result of $572 thousand of proceeds from the sale of equipment that was previously used in our mining development
and production activities, net of capital asset purchases of $2.6 million and bond deposit increases of $582 thousand.
Cash used in investing for the nine months ended September 30, 2012 was approximately $10.7 million, primarily
$12.7 million for purchases of equipment used in our mining development and production activities, offset by $1.5
million in proceeds from sale of available-for-sale securities and a reduction in reclamation bond deposits of
approximately $0.5 million.

Net cash provided by financing activities for the nine months ended September 30, 2013 was $14.1 million, comprised
of net proceeds of approximately $18.3 million from the sale of securities in two public offerings totally 9,146,920
shares of our common stock at a prices of $2.00 and $2.11 per share, partially off-set by the pay-down of our
long-term debt obligations of approximately $4.2 million. Net cash provided by financing activities for the nine
months ended September 30, 2012, was $24.7 million, comprised of net proceeds from the sale of public securities
through an underwritten public offering of 9,078,948 shares of common stock at a price of $1.90 per share and
long-term debt obligations of approximately $9.7 million.

When pouring commenced in late 2012, the Company averaged approximately 200 gold-equivalent ounces poured per
week. The Company aims to continuously adjust its operations to improve grade, maximize yields and increase tons
crushed and stacked. The Company continues ramping up its production and exceeded its targeted production rate of
400 ounces per week for the three months ended September 30, 2013, averaging over 400 ounces per week during the
third quarter ended 2013, and over 500 ounces per week during September. The Company currently anticipates
production of 40,000 gold equivalent ounces for the full year 2014, resulting from improved grades and increased
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production resulting from expanded permitted capacity during the fourth quarter, 2014.

The accompanying unaudited condensed consolidated financial statements have been prepared assuming the Company
will continue as a going concern. The Company was an exploration company for most of its existence and recently
transitioned into production in the Lucerne Mine, and accordingly, has incurred net operating losses and negative cash
flows from operations since inception. At September 30, 2013, the Company has cash and cash equivalents of $5.9
million. The Company incurred an operating loss of $15.8 million, used $11.6 million of cash in operations, and used
$4.2 million for debt repayments, all for the nine months ended September 30, 2013. The Company continues its
efforts to increase production, reduce costs and working capital needs, improve efficiencies, and maximize funds
available for working capital. The Company’s current capital resources include cash and cash equivalents and other
working capital resources, cash generated through operations, and existing financing arrangements. The Company’s
certificate of incorporation permits it to incur indebtedness for money borrowed of up to $5 million at the discretion of
the Board of Directors. The Company believes that it could access one or more other credit facilities on more
favorable terms than in the past. The Company currently has no indebtedness for borrowed money.
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The Company has financed its activities principally from the sale of equity securities and from debt financing. While
the Company has been successful in the past in obtaining the necessary capital to support its operations, including
registered equity financings from its existing shelf registration, borrowings, or other means, there is no assurance that
the Company will be able to obtain additional equity capital or other financing, if needed.

Future production rates and gold prices below management’s expectations would adversely affect the Company’s
results of operations, financial condition and cash flows, and could raise substantial doubt about the Company’s ability
to continue as a going concern. If the Company was unable to obtain any necessary additional funds, this could have
an immediate material adverse effect on liquidity. In such case, it could be required to limit or discontinue, certain
business plans, activities or operations, reduce or delay certain capital expenditures or sell certain assets or businesses.
There can be no assurance that the Company would be able to take any of such actions on favorable terms, in a timely
manner or at all.

The Company’s recurring losses and negative cash flow from operations require an ongoing assessment of our ability
to continue as a going concern. The unaudited consolidated financial statements included in this report do not include
any adjustments that might result from the outcome of this uncertainty.

For the remainder of 2013, we plan on spending up to $2 million in capital expenditures, primarily to expand our heap
leaching and related production capacity. We will also pay down an additional $0.7 million in debt obligations.

Contractual Obligations

Our contractual obligations at September 30, 2013 are summarized as follows:

Payments Due by Period

Lessthan 1-3 4-5 More Than
Contractual Obligations Total 1 Year Years Years 5 Years
Debt(D $7,825,025 $1,216,326 $4,359,798 $2,201,555 $47,346
Operating Leases® 32,375,275 701,475 2,811,300 1,866,000 26,996,500
Capital Leases® 4,238,126 803,319 1,825,735 1,609,072
Reclamation and remediation obligations® 4,816,775 — — — 4,816,775
Other(® 1,100,000 900,000 200,000 — —

$50,355,201 $3,621,120 $9,196,833 $5,676,627 $31,860,621
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( 1)Amounts represent principal of $6,400,542 and estimated interest payments of $1,424,483, assuming no early
extinguishment.

5 The Company leases certain properties under operating leases expiring at various dates through 2049. Amounts

include minimum rental and minimum advance royalty payments.

The Company leases mining equipment under capital lease arrangements. The amounts represent principal of

$3,824,297 (inclusive of purchase options totaling $732,720) and estimated interest payments of $413,829.

We are required to mitigate long-term environment impacts by stabilizing, contouring, re-sloping, and re-vegetating

various portions of a site after mining and mineral processing operations are completed. These reclamation efforts

are conducted in accordance with plans reviewed and approved by the appropriate regulatory agencies. The

estimated undiscounted cash outflows of these reclamation and remediation obligations are reflected here.

©)

“)
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In July 2012, the Company placed a $4.67 million reclamation surety bond, through the Lexon Surety Group
(“Lexon”) with the State of Nevada’s Bureau of Mining Regulation Reclamation (“BMRR”). The initial cash collateral
(9 percentage due to Lexon is approximately 50% of the total state bond amount of $4.82 million. At September 30,
2013, accrued expenses include $0.9 million and other liabilities include $0.2 million remaining due to Lexon for

the initial cash collateral.

Critical Accounting Policies And Estimates

There have not been any material changes to the critical accounting policies and estimates previously disclosed in our
Annual Report on Form 10-K for the year ended December 31, 2012.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Metal Price — Changes in the market price of gold may significantly affect our profitability and cash flow. Gold prices
fluctuate widely due to factors such as; demand, global mine production levels, investor sentiment, central bank

reserves, and the value of the U.S. dollar.

Gold Bullion prices stabilized during the third quarter, averaging approximately $1,327.54 per ounce, up from a
yearly low close of $1,192 on June 28, 2013. Gold has fluctuated from that low to a high of $1,419.50 during the
quarter. Silver also gained, from annual lows of $18.61 during the second quarter to a high of over $24 per ounce
during the third quarter. The outlook for these markets remains mixed, driven primarily by uncertainty over U.S. fiscal
and monetary policy.

With the exception of the above, there have been no material changes in the market risks discussed in Item 7A of our
Annual Report on Form 10-K for the fiscal year ended December 31, 2012.

ITEM 4. CONTROLS AND PROCEDURES.

A. Disclosure

Evaluation of Disclosure Controls and Procedures
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As of the end of the period covered by this Quarterly Report on Form 10-Q, management performed, with the
participation of our Principal Executive Officer (who also serves as our Principal Financial Officer), an evaluation of
the effectiveness of our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) of the
Securities Exchange Act of 1934 (“Exchange Act”). Our disclosure controls and procedures are designed to ensure that
information required to be disclosed in the reports we file or submit under the Exchange Act is recorded, processed,
summarized, and reported within the time periods specified in the Exchange Act and SEC’s rules, and that such
information is accumulated and communicated to our management, including our Principal Executive, to allow timely
decisions regarding required disclosures. There are inherent limitations to the effectiveness of any system of
disclosure controls and procedures, including the possibility of human error and the circumvention or overriding of the
controls and procedures. Accordingly, even effective disclosure controls and procedures can only provide reasonable
assurance of achieving their control objectives. Our Principal Executive Officer concluded that, as of September 30,
2013, our disclosure controls and procedures were effective.

B. Internal Control over Financial Reporting

No change in our internal control over financial reporting, as such term is defined in Exchange Act Rule 13(a)-15
occurred during the fiscal quarter ended September 30, 2013, that materially affected or is reasonably likely to
materially affect our internal control over financial reporting.
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PART II - OTHER INFORMATION

Item 1. Legal Proceedings.

From time to time, we are involved in lawsuits, claims, investigations and proceedings that arise in the ordinary course
of business. There are no matters pending or threatened that we expect to have a material adverse impact on our
business, results of operations, financial condition or cash flows.

Item 1A. Risk Factors.

There have not been any material changes to the risk factors previously disclosed in our Annual Report on Form 10-K
for the year ended December 31, 2012.

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

The Company issued 13,944 shares of common stock in settlement of long-term debt obligations totaling $25,000
during the three months ended September 30, 2013.

No underwriters were involved in the foregoing issuances of securities. The offers, sales and issuances of the
securities described above were deemed to be exempt from registration under the Securities Act in reliance upon
Section 4(a)(2) of the Securities Act. The issuance of stock that was exempt under Section 4(a)(2) was a private
offering to accredited investors within the meaning of Rule 501 of Regulation D of the Securities Act. The recipient of
securities in this transaction had adequate access, through business or other relationships, to information about us.

Item 3. Defaults Upon Senior Securities.

None.
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Item 4. Mine Safety Disclosure.

Pursuant to the Dodd-Frank Wall Street Reform and Consumer Protection Act, and Item 104 of Regulation S-K, we
are required to disclose items believed to be violations of the Federal Mine Safety and Health Act of 1977 (the “Mine
Act”), any health and safety standard, or any regulation, as administered by the Federal Mine Safety and Health
Administration (“MSHA”).

During the nine months ended September 30, 2013, we have not received notice from MSHA of any potential
violations reportable under the Mine Safety Act.

Item 5. Other Information.

None.

Item 6. Exhibits.

(a) The following documents are filed as part of this Report:

(1) Financial statements filed as part of this Report:

Condensed Consolidated Balance Sheets as of September 30, 2013 and December 31, 2012 (Unaudited) 3
Condensed Consolidated Statements of Operations for the three and nine-month periods ended September 30, 2013 4
and 2012 (Unaudited)

Condensed Consolidated Statements of Cash Flows for the nine-month period ended September 30, 2013 and 2012 6
(Unaudited)

Notes to Condensed Consolidated Financial Statements (Unaudited) 8
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(2) Exhibits filed as part of this Report:

Exhibit

Number

31

32

101

Exhibit

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

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

Interactive Data File (Quarterly Report on Form 10-Q, for the quarterly period ended September 30, 2013,
furnished in XBRL (eXtensible Business Reporting Language)).

Attached as Exhibit 101 to this report are the following documents formatted in XBRL: (i) the Condensed
Consolidated Balance Sheets at September 30, 2013 and December 31, 2012, (ii) the Condensed
Consolidated Statements of Operations for the three months and nine months ended September 30, 2013 and
2012, (iii) the Condensed Consolidated Statements of Cash Flows for the nine-month period ended
September 30, 2013 and (iv) the Notes to the Condensed Consolidated Financial Statements, tagged as
blocks of text. Users of this data are advised pursuant to Rule 406T of Regulation S-T that this interactive
data file is deemed not filed or part of a registration statement or prospectus for purposes of sections 11 or 12
of the Securities Act of 1933, is deemed not filed for purposes of section 18 of the Securities and Exchange
Act of 1934, and otherwise is not subject to liability under these sections.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

Date: October 30,

2013
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COMSTOCK MINING, INC.
(Registrant)

By:/s/ Corrado De Gasperis

Name: Corrado De Gasperis
Title: President and Chief Executive Officer (Principal Executive Officer and Principal
Financial Officer)
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Exhibit Index

Exhibit

Number

31

32

101

30

Exhibit
Certification of Principal Executive Officer and Principal Financial Officer pursuant to Rule 13a-14(a) and
Rule 15d-14(a), promulgated under the Securities Exchange Act of 1934, as amended.

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

Interactive Data File (Quarterly Report on Form 10-Q, for the quarterly period ended September 30, 2013,
furnished in XBRL (eXtensible Business Reporting Language)).
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