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Sample #1 (bulk) being taken at location NV-A. Closeup of the backhoe dumping
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Summary

Burrett Clay and Matthew Shumaker were asked to investigate the validity of the Mijo 16 unpatented
association placer mining claim, located in Section 14, T. 23 S., R. 63 E. Mount Diablo Meridian, in
Clark County, Nevada. The claimant, reported to us as Ian Matheson, was said to be removing
common variety mineral material from the mining claim, and selling it. Matheson asserted that the
mineral material was “tailings” from his gold and silver operation. Matheson stated that, although gold
was the metal of his primary interest, the material on the claim also contains platinum and related
elements in very high concentrations.

Because of the immediate proximity, we added the Mijo 17 unpatented association placer mining claim
to the examination. We later determined that a number of lode mining claims duplicated the same
ground as the association placers, so we included them in this examination. The Mijo 16A, Mijo 16B,
Mijo 17A, and the Mijo 17B unpatented lode claims have been located on ground that is included
within the Mijo 16 and 17 unpatented association placer claims. This report is applicable to the lode
mining claims, as well. The association placer claims have been through transfers of full and partial
interest between associated locators. We did not undertake a thorough title history evaluation.

The Mijo group is located on a typical basin and range fanglomerate, with a southerly slope. From
1908 to about 1937, there was minor gold prospecting and very minor gold production about one to

two miles away. There is no history of precious metal interest on the claims themselves reported in the
literature.

We made four site visits during the examination. During these visits, we determined that there was not
a gold and silver mine in operation, nor had there ever been any such activities beyond small scale
prospecting. During these visits, we collected 14 samples, ranging in size from 0.025 cubic yards
(about a five gallon bucket full) to about 2/3 cubic yard. We had been assured by Matheson that the
gold and silver were largely homogeneously distributed, and in the minus 1/4 inch fraction; that this
was a “new kind of deposit” which did not behave like a typical precious metal deposit, whether lode
or placer. Therefore, the normal parameters applied to lode or placer sampling did not apply.

Matheson provided us with a prodigious volume of information. Much of the information was in the
form of assay reports from small laboratories not normally used by the larger mining industry. Almost
without fail, the precious metal concentrations reported by these labs ranged from merely high to
spectacularly high. Unfortunately, the information was not organized or presented in such a way as to
allow us to determine precisely where the samples were collected, what part of Eldorado Valley they
were from, or if they were even from the vicinity of the claims in question. In almost every case, the
assay methods employed were unusual or proprietary.

Matheson also provided information on the mineral processing facilities and techniques he planned to
use. The two major facilities were Energy International of Phoenix, Arizona, and Utah Minerals
Processing of Tooele, Utah. In both cases, the precious metal recovery system appeared to involve
some form of thiourea. However, the actual process was said to be proprietary, and we could not
obtain specific information on the reagents or the processes. Neither facility had obtained a complete
set of operating permits. We were assured that Energy International, once financing materialized,
would construct a major recovery facility at the old Clarkdale, Arizona copper mill’s slag pile. At that
facility, to be called “Resource Enhancement, Inc.,” Matheson’s mineral matter was to be processed to



remove gold using the same processing circuit which was to be used to recover iron and silica from the

Clarkdale slag. Resource Enhancement had not obtained any permits for a processing plant in
Clarkdale.

We had samples analyzed at three laboratories of Matheson’s preference. Those were White
Technologies (White), in St. George, Utah, Complex Metals Research (Complex Metals), in Hurricane,
Utah, and Metallurgical Research and Assay Laboratory (MRAL), in Henderson, Nevada. In addition,

we selected Legend and Chemex, in Reno, Nevada, and Bondar-Clegg in Vancouver, British
Colombia.

The costs of assaying at White, Complex Metals, and MRAL was significantly higher than at labs
normally used by the larger mining industry. Matheson attributed the additional cost to the exceptional
experience of the assayers, and the individual attention that they gave to each sample. The conditions
at each laboratory belied Matheson’s description. The labs ranged from cluttered in the case of MRAL,
to cluttered with unsafe practices at White, to filthy at Complex Metals.

Each suite of samples that we submitted to each laboratory contained at least two blanks. All but one
suite included a standard or known reference material. For samples submitted to White, Complex
Metals, MRAL, and Legend, one blank was clearly marked and identified as a blank, and at least one

sample from one, or both of our yards, at our homes in central Arizona, was labeled as an actual Mijo
group sample.

White, Complex Metals and MRAL reported that the blanks we had marked as blanks were barren of
precious metals. However, for the blanks that we had labeled as actual samples, they reported very
high values for precious metals. Standard and known reference materials were submitted to Complex
Metals and MRAL. Their reported results did not even come close to the standard values, and there
was no discernable pattern to the resulting concentration scatter. The samples that we submitted to
Complex Metals were tampered with by the addition of precious metals while in the possession and
control of the assayer, Jerry C. Henderson. We determined that White Technologies, Complex Metals,
and MRAL had reported unreliable results, so we disregarded them in our economic analysis.

Legend, Chemex, and Bondar-Clegg reported that the blanks marked as blanks were barren, and that
the blanks marked as actual samples were also barren. We submitted standard and known reference
materials to Legend, Chemex, and Bondar-Clegg. Their reported results were within an acceptable

analysis range. We determined that the results reported by Legend, Chemex, and Bondar-Clegg were
reliable, and they were used in our economic analysis.

The values of platinum and related metals that were reported to us by Matheson and his preferred
assayers could not be verified. Results from traditional laboratories, including Bondar-Clegg using
their nickel sulfide collector fire assay, indicated the presence of platinum group elements in
concentrations no greater than the average crustal abundance of these elements.

The very best reliable result, reported by Bondar-Clegg, a laboratory that reported reproducible results,
contained a gross value of about thirteen cents of gold per ton of mineral matter. The claimant’s own

proposed costs for mining, screening, and magnetic separation are $1.00 per ton which leaves a loss of
$0.87 per ton on that phase of the operation alone.

i



Conclusions and Recommendations for:

Validity Examination of Six Mining Claims
within the West Half of Section 14
T. 23 S., R. 63 E.,
Mount Diablo Meridian
Clark County, Nevada

Serial No. N-63126

Matthew W. Shumaker
Burrett W. Clay

Conclusions
The following mining claims do not contain a deposit of valuable minerals in quantity and

quality such that a person of ordinary prudence would be justified in the further expenditure of
labor and means with the reasonable expectation of developing a valuable mine.

Name BLM Record No. Type Name BLM Record No. Type
Mijo 16 “A” | NMC 735192 Lode Mijo 16 NMC 293590 Placer
Mijo 16 “B” | NMC 735193 Lode Mijo 17 NMC 293591 Placer
Mijo 17 “A” | NMC 735562 Lode

Mijo 17 “B” | NMC 735563 Lode

We believe that the results of assays provided to us by White Technologies and MRAL are
severely inaccurate, due to incompetence, fraud, carelessness, or all three. However, because
they reported blank samples identified as blank to have no values, and blanks numbered as actual
samples to contain significant values argues for fraud.

We believe that the results of assay provided to us by Complex Metals may be fraudulent. They
are the result of the addition of foreign matter to our samples while in the possession and control
of Jerry C. Henderson. The foreign matter consists of small silver alloy spheroids.

Recommendations

We recommend that contest should be initiated against the above described mining claims

charging that:

. Minerals have not been found in quantity and quality such that a person of ordinary
prudence would be justified in the further expenditure of labor and means with a
reasonable expectation of developing a valuable mine.

. The mining claims are not held in good faith.



1. Introduction

On February 22, 1999, Shumaker and Clay were asked by the Deputy State Director for Minerals
(DSD), of the BLM Nevada State office, Tom Leshendok, to undertake a validity examination of an
association placer mining claim near Boulder City, Nevada. We subsequently included an adjacent
association placer mining claim in our examination, plus four lode mining claims that were colocated
on the same ground.

We were informed that the claimant, K. Ian Matheson, under the corporate name of “Pass Minerals”
had been removing and selling mineral material that had been crushed, screened, and blended to meet
local “type 2 road base” standards. The physical removal was conducted under contract with Pass
Minerals by Hanson Aggregates, of Las Vegas. Hanson is a large, multinational aggregate producer.
The Las Vegas Field Office (LVFO) issued a notice of trespass on January 11, 1999 to Hanson and
Pass Minerals, and removal ceased. Hanson had removed 23,168 tons of material before operations
ceased.

“Type 2 road base” consists of specific proportions of sand, gravel, clay and silt designed to pack well
in road construction. “Type 2 road base” has other names in other geographic regions, but is
commonly used as foundations for paved roadways, and as the surface on gravel roads. “Type 2 road
base” and related mineral material commodities, are common variety minerals not subject to location
under the Mining Law of 1872, as amended. In our briefing with the DSD, we were informed that
Matheson had asserted that the road base material was “tailings” from his not yet producing gold and
silver operation, so as to obtain title to the common varieties. Matheson has provided a plethora of
information to us by telefax, including copies of what appear to be assay reports for these and other
mining claims. Through this information, and in discussions with Matheson, we determined that gold
was the metal of his primary economic interest. Matheson reported that silver and platinum group
elements were present, but were of secondary interest to him.

Matheson evidently has a number of mining claim interests or mining interests in the Eldorado Valley,
including interests in the vicinity of Searchlight, Nevada, some 20 miles to the South. Matheson is
apparently a share holder in Delgratia, which was recently renamed “Central Minera.” Many of the
assay reports provided to us by Matheson appear to be from the immediate area of Delgratia’s “Josh”
project. Delgratia’s Josh Project near Searchlight received considerable unfavorable press, when in
1997 it was discovered that their samples had been tampered with. The Delgratia affair has been
covered by the Bloomberg News and the Northern Miner (Attachments 1-1 and 1-2).

2. Lands Involved, Status, and Mining Claim Records

There are a few mining and millsite claims located in the vicinity of this examination (Attachment 2-1)
The two 160 acre placer mining claims involved, “Mijo 16" (NMC 293590), and “Mijo 17" (NMC
293591), are located by aliquot parts near Boulder City, in Clark County, Nevada (Figure 1). They
were located by eight persons on December 16, 1983 (Attachment 2-2). Hereinafter, they will be
referred to as the Mijo group. Occupying a portion of the land embraced by the Mijo 16 and Mijo 17
association placer claims are the four lode mining claims. They are:

Mijo 16A (NMC 735192), located 3/15/96 Mijo 16B (NMC 735193), located 3/15/96
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Figure 1 Nevada Location Map. Mijo Group is located about 2 miles southwest of
Boulder City. (Map courtesy of Texas Agricultural Extension, 1999.)

Mijo 17A (NMC 735562), located 4/2/96 Mijo 17B (NMC 735563), located 4/2/96

All six mining claims are located on lands covered by this validity examination, and the results
apply to all of them.

The mining claim block is within the northern Eldorado Valley. The nearest major geographic feature
is Railroad Pass, about two miles due north of the subject mining claims. Railroad Pass is the site of a
casino, on U.S. Highways 93 and 95. The nearest town, about two miles to the northeast, is Boulder
City, and the Mijo group is adjacent to the PMC-Eldorado ammunition factory. Both association
placer claims are located in Section 14, T. 23 S, R. 63 E., Mount Diablo Meridian. The Mijo 16 is
located in N.W. 1/4 of Section 14, and the Mijo 17 is located in the S.W. 1/4 of Section 14
(Attachment 2-2 and Map 1). Both claims essentially encumber the west half of Section 14. In the
same geographic area is the “Becki M” millsite claim, which duplicates ground encompassed by the
Mijo 16. The “Becki M’ millsite is not under investigation in this examination.



The Mijo 16 and Mijo 17 claims were located in1982 (Attachment 2-1), and are currently controlled by
Matheson under two corporate names. The Mijo 16 is held by Pass Minerals. The Mijo 17 is held by
Kiminco. Colocated with the Mijo 16 and the Mijo 17 are four lode mining claims. These are
recorded as follows:

Name BLM Record | Date of Claimant Name of Agent | Address
No. Location Locating Claim

Mijo 16 “A” NMC 735192 | 03/15/96 | Pass Minerals, Inc. | Debra 2215 Lucerne Circle
Matheson Henderson, NV 89014

Mijo 16 “B” NMC 735193 | 03/15/96 | Pass Minerals, Inc. | Debra 2215 Lucerne Circle
Matheson Henderson, NV 89014

Mijo 17 “A” NMC 735562 | 04/02/96 | KIMINCO INC. Debra 2215 Lucerne Circle
Matheson Henderson, NV 89014

Mijo 17 “B” NMC 735563 | 04/02/96 | KIMINCO INC. Debra 2215 Lucerne Circle
Matheson Henderson, NV 89014

The land embraced by the Mijo group, plus considerable other acreage in the vicinity, was segregated
from mineral entry by order number N-58331 on June 6, 1994. That segregation expired on June 6,
1999. The land was again segregated by order number N-61855, on July 23, 1997. The second
segregation will expire five years from that date unless it is rescinded sooner.

3. Physical Features, Surface Improvements, and Access

Located on an alluvial fan in the far northwestern edge of the Eldorado valley, the surface of the
subject mining claims is at approximately 2000 feet in elevation. Relief on the Mijo group is muted;
approximately 300 feet over the mile of distance from north to south. The claims are dissected by
several dry washes which run roughly north to south, but there is no perennial surface water on the
claim block. Any water used must be pumped from groundwater or trucked in. Access within the
claim group is not difficult for high ground clearance vehicles. A few informal roads have been
established over time. Access from U.S. Route 95 is simple and is depicted on Map 1. Apart from pits
and stockpiles resulting from the earlier sales of road base from Mijo 16, there are no improvements on
the Mijo group. There is a steel building, a double-wide trailer, and an assortment of equipment
present on the Becki M millsite, which shares ground with the Mijo 16.

4. Environmental Considerations

Air emissions resulting from a mining operation, or any other industrial enterprise, are strictly
regulated. Such emissions would include particulates, carbon monoxide (CO), diesel exhaust from
equipment, and evaporation of volatile organic compounds (VOCs) that may be used in processing. Of
these, particulates and CO are of the greatest concern. Any reasonable mining scenario would closely
resemble a sand and gravel operation. There are at least three sand and gravel plants, plus one crushed
stone operation within a six square mile area. Cumulative effects may become significant. Pass
Minerals asserts that it currently possesses the required air quality and groundwater permits. We did
not verify those assertions, and they are not questioned herein.



5.  Geologic Setting and Mining History

The Mijo group falls within the Basin and Range physiographic province of North America. This
province is characterized by roughly northeast-trending linear mountain ranges separated by linear
valleys. This pervasive regional horst and graben structure is commonly accepted to have been caused
by faulting that resulted from large magnitude continental rifting during early to mid Tertiary time.
The resulting crustal extension was irregularly distributed. This resulted in the creation of
“metamorphic core complexes” in areas where the crust was thinned by relatively greater extension.
This greater thinning exposed, within the core complexes, older rock units in lower stratigraphic
positions that had often been altered and metamorphosed due to their greater proximity to, and
interaction with, the mantle (Gans, 1996). Rifting and extension resulted in intrusion and extrusion of
intermediate to felsic volcanic rocks, which are pervasive throughout the province.

In the region of the Mijo group, intrusive and extrusive rocks are felsic, and typically granitic and
rhyolitic (Longwell, 1965, P1. 1). Mafic and ultramafic rocks, such as basalt, perioditite, diorite,
gabbro, and dunite are unusual and do not occur extensively. Felsic rocks are typically light colored,
and contain silicate minerals including quartz, potassium feldspar and related minerals with relatively
greater silicon and aluminum. Mafic rocks are normally darker, and contain dark silicates with larger

proportions of iron and magnesium. Ultramafic rocks contain even greater proportions of dark
silicates.

Although Nevada is noted worldwide for production of gold and silver, production in the Clark County
region since the 1930s has been limited. Interest in and occurrence of gold and silver in the region
appears to be geographically associated with metamorphic core complexes. Mineralization is not
found primarily in the core complexes, but appears to occur in areas where complex tectonic activity,
including normal faulting associated with crustal extension, has juxtaposed core complexes with
Tertiary volcanic and intrusive rocks, creating fracturing, hydrothermal alteration and enrichment in
the process. As is typical in the Basin and Range province, small, isolated, silicified veins with very
high gold and silver values are sometimes found. Although the metal grades may be high, the veins
and the precious metals are of very small extent.

Other than the Stillwater deposit in Montana, the conterminous United States are not noted for
significant occurrences of platinum group elements (PGEs). Platinum group elements are also
commonly referred to as “platinum group metals” (PGMs). Platinum group elements include platinum
(Pt), palladium (Pd), iridium (Ir), osmium (Os), ruthenium (Ru), rhenium (Re), and rhodium (Rh).
Where PGEs occur, they are almost always directly associated with ultramafic intrusive rocks (Mertie,
1969, Peterson, 1993). PGEs are sometimes recovered as a byproduct of copper smelting and
refining. The PGEs make up a minuscule fraction of the copper metal. Copper production is often

measured in thousands of tons of copper metal, so a minuscule fraction of PGEs eventually adds up to
a quantity worth recovering.

PGEs occur in two locations within Clark County. The Boss Mine, in the Goodsprings or Yellow Pine
District, is about 30 miles to the southwest. The Boss deposit occurs over a limited extent in a minor
shear zone between the dolomitized basal Monte Cristo Limestone and the Valentine Limestone
member of the Sultan Limestone (Longwell, 1965). The PGEs occur as an accessory mineral in a
copper deposit, which may be similar to the copper deposits discussed by Peterson (1993). Minor



amounts of platinum and palladium were produced at the Boss Mine from 1916 to 1919. Limestones
or shear zones that correlate to those at the Boss Mine do not occur in the vicinity of the Mijo group. ‘

The second location reported within Clark County consists of two related prospects near Moapa, in the
Copper King mining district. These two prospects are about 100 miles northeast of the Boss Mine and
occur in a group of peroditite dikes. A shipment of about 46 tons prior to 1910 reportedly ran 0.13 to
0.15 troy ounces per ton (Mertie, 1969). No production has been reported from the Moapa area
prospects since that time. No similar peridotite dikes occur within the vicinity of the Mijo group.

The Mijo group falls within the “Alunite” mining district. The name *““Alunite Mining District” was
applied as a matter of geographic convenience in the mining literature. The first exploration of the
Alunite district in 1908 (Hanchett, 1908) was spurred by the discovery of the mineral, alunite,
KAL(SO,),(OH),. Alunite is frequently associated with hydrothermal alteration, and is an important
indicator of gold in the Goldfield District, in Esmeralda County, about 170 miles north. Exploration at
the prospect consisted of digging shallow shafts and a few short adits. A few small, high grade
pockets of gold were located, but production was negligible, and the project was short-lived
(Vanderburg, 1939, Longwell, 1965). Workings assumed to be remaining from the 1908 exploration
are located within Sections 2 and 12, T. 23 S., R. 63 E. The nearest working to the Mijo group, about
one mile to the northeast, is located on a topographic knob in the N.W. 1/4 of section 12, and can be
seen from U.S. Route 95. Many remaining workings have been sealed or capped. Much of the area
has been developed. The Railroad Pass Casino now occupies a portion of the Alunite prospect.

In 1915, the Quo Vadis prospect, in N.E. 1/4 of Section 13, T. 23 S., R. 62 E., was developed by one

E. W. Clark of Las Vegas. Development was not extensive. Compressed air, for example, was ‘
produced by a modified Buick engine (Vanderburg, 1939). The Quo Vadis was more successful than

the Alunite prospect. The small pockets of high grade material were evidently large enough at the Quo
Vadis to support sporadic operation until about 1936 (Lincoln, 1923, Longwell, 1965). The Quo Vadis
workings nearest to the Mijo group are about five miles to the west, across the northeastern ridge of

the McCullough Mountains.

The “Blue Quartz Mine” is indicated on the Boulder City NW 7.5 min. Topographic Quadrangle in the
N.W. 1/4 of Section 28, T. 23 S., R. 63 E. The map symbol on plate 2 of Longwell (1965) shows it as
a small prospect for gold. However, the “Blue Quartz Mine” was not included in the text. We found
no other references to the “Blue Quartz Mine.”

6. Site Geology

The Mijo group is located on an alluvial fan with a gentle slope to the southeast. The fanglomerate
consists of quartz monzonite and porphyritic rhyolite of the northern McCullough range (Map 2).
Apart from the episodes at Alunite and Quo Vadis, both some distance away, there is no evident
history of metallic mineral interest in the vicinity of the Mijo group. There has been considerable
interest in the fanglomerate resources for mineral aggregates. These are mined at several locations to
the south of the Mijo group and used to support the growing infrastructure of the Las Vegas area. The
fanglomerate resources are made even more valuable by the resulting sprawl, which has reduced the
volumes of quality aggregate available within a reasonable haul distance. CSR Aggregates of
Henderson, NV, produces and hauls mineral material from Detrital Valley, 22 miles inside Arizona.



There is no geologic, physical, or geochemical evidence that would lead one to look for a precious
metal placer deposit on the Mijo group. A lode source must be close enough that a transported placer
deposit, caused by movement of water, could develop. Alternatively, a residual placer deposit could
develop by gold particles remaining in the regolith as a lode deposit erodes and deflates. Neither
situation applies to the Mijo group. The fanglomerate on the Mijo group is typical of basin and range
fanglomerates, and has been transported into place. The fanglomerate is not a glacial deposit, as was
suggested by Matheson during our visit of May 13, 1999. There are no lode deposits in the watershed
above the Mijo group. There is no residual lode deposit nor outcrop of bedrock on the Mijo group. As
shown on Map 2, the nearest outcrop of rock in place is about 1/4 mile away.

Platinum group elements are extremely rare. Ruthenium (Rh), Iridium (Ir), Osmium (Os), and
Ruthenium (Ru), for example, are four of the five least common elements in the Earth’s crust (Weast,
1973). Discovery of a deposit where concentrations of any of them were measured in ounces per ton
would make news worldwide. The presence of PGEs on the Mijo group is extraordinarily unlikely.
There are no mafic or ultramafic rocks anywhere near the Mijo group. Igneous rocks in the area are
exclusively felsic. PGEs above trace levels are not normally associated with felsic rocks. Sheared
limestones similar those found in the “Boss” deposit, do not occur in the vicinity of the Mijo group.
The geologic environment is simply wrong.

7.  Exploration Activities and Mine Workings

The presence of old workings on a property or nearby is often mistakenly assumed to be evidence of
production, and therefore proof of the current presence of a valuable mineral deposit. That is,
unfortunately, a poor assumption. Diamond drilling for exploration did not become widely available
at a reasonable price until recent decades. Until that time, subsurface exploration was undertaken by
sinking shafts and driving adits, using hand and hydraulic tools, and explosives. Once an individual
exploratory working was shown to be barren or of too low a grade to produce, it was abandoned.
Another exploratory working was often undertaken a short distance away. An unsuccessful
exploration program of the time may have left a large number of small underground workings. Many
of these workings have stood well for more than a century. Although they may signal interesting

ground worth looking at during a regional exploration program, old workings do not signify present
mineral reserves.

The use of terminology is important. The term “reserves” has actual, legal meaning. In essence, a
mineral deposit contains reserves if the material in place can be profitably extracted and produced
today, under present economic conditions. If the minerals in place cannot be profitably mined, they are
not reserves. Mineral “resources” are of a quality and grade that they may be economically extractable
in the future, depending on improvements in price, mine technology, or better delineation of their

quality and quantity. Unfortunately, the terms “reserves” and “resources” are often used very loosely,
which causes confusion.

Matheson reported that a small number of exploratory holes have been drilled on the Mijo 16 and Mijo
17. No maps showing the locations of the holes were available. There was no indication that bedrock
was reached in any of the drilling. Any other exploration work on the Mijo group has evidently
consisted of hand shoveling of material for some form of processing or analysis. In addition, a large
number of samples collected in the southern end of the Eldorado Valley, possibly the Piute Valley,



have been reported by Matheson. These appear to be somehow related to the Delgratia Josh project,
and were not collected on the Mijo group. Matheson has given us copies of a wide variety of assay

reports. In every case, it is difficult or impossible to determine which sample was collected at which
claim group in what area.

Bulk work that has taken place on the Mijo 16 consisted of excavations of mineral material for
crushing and blending to create Type 2 road base for sale. Other mineral material was screened to
about minus 1/4 inch and passed over a magnetic separator. Two piles resulted; one of nominally
magnetic material, and one of nominally nonmagnetic material. We examined each pile, and
determined that both piles had roughly the same concentration magnetic materials. Reportedly, only
the magnetic material was to be bagged and sent to a custom mill in Phoenix, Arizona for recovery and
refining. Reportedly, tests made at the Phoenix mill of Matheson’s screened magnetic fraction showed
extraordinarily high gold recoveries. The mill in Phoenix, “Energy International, Incorporated ” (EII),
is operated by Robert “Bob” Harlan Gunnison, Jr.

8. Mining, Milling, and Related Operations

There is no mining taking place on the Mijo group as of this writing. The BLM Las Vegas Field
Office (LVFO) has suspended Pass Minerals’ plan of operation until the completion of this
examination. The magnetic separator remains on site, but idle. Matheson reports that a better
separator, with unique rare earth magnets will be needed to properly separate the magnetic fraction.
Apart from a small cascading tank system on the Becki M millsite, there are no processing facilities on
or near the Mijo group. The system on the Becki M millsite would require serious retrofitting to be of
any production benefit.

Any operation on the Mijo group will closely resemble a sand and gravel operation. There are no hard
outcrops that will require blasting. Most excavation can be completed using a dozer/loader.
Processing would likely be via a conveyor going to a minus 1/4 inch screen to separate the material
that will be run over a magnetic separator.

Matheson reports that the minus 1/4 inch magnetic fraction will be shipped via truck to Energy
International in Phoenix in large bags and processed through their two ton per hour plant. Energy
International reportedly uses a proprietary and confidential “stabilized thiourea” process, and would
not share the chemistry or Material Safety Data Sheets (MSDS) with us. We were assured, however,
by Gunnison and Matheson, that the chemicals themselves were benign and environmentally friendly.
After treatment, the waste material would contain nothing harmful, and would be dumped into a
nearby urban landfill. A related company in which Gunnison is a principal, “Resource Enhancement,
Inc.,” is reportedly building a larger facility to reprocess copper mine tailings or slag at Clarkdale,
Arizona, which we have been unable to verify as of this date. A check, by Shumaker, of corporate
filings at the Arizona Corporation Commission (ACC) shows EII, but not Resource Enhancement. We
were informed that Resource Enhancement would use essentially the same chemistry and process to
recover all metals of the old Clarkdale mill tails, as well as process material from the Mijo group.
Matheson and Gunnison gave us a copy of Energy International’s cost estimate for processing, which
will be covered in the Economic Evaluation section.



On March 29, 1999, Clay, Mark Chatterton, and Shumaker were given a tour of Energy International’s
(EI) 19" Avenue plant in Phoenix by Leon Harrington. His business card states that he is their Vice
President for Project Development. That area is zoned by the City of Phoenix as A-1, light industrial.
The facility appears to have, roughly estimated, 3500 square feet of industrial space under cover. EIl
has the facilities to perform assay work, including fire assay. The entire facility is scrupulously clean;
as if it were brand new. EII has bulkhead storage for a limited tonnage of mineral matter in the back
lot. About half of the bulkheads appeared to be used for vehicle parking and equipment storage (Photo
P-1), plus storage of loose mineral matter in the remainder. There is no on-site provision for tailings

or waste disposal. We were informed that EIIl would be permitted to dump the waste and tailings into
a nearby landfill. We did not verify this assertion.

No flow chart was available from Energy International. However, Clay worked out a simple flow
description during his visit. In essence, the mineral matter appears to enter a ball grinder via a
conveyor belt (Photo P-2). Water is added to the crushed material resulting from the ball grinder, and
the slurry is then pumped through a classifying device (Photo P-3). Oversize material returns to the
ball mill, the slurry of undersize material is pumped through PVC pipes of about one inch diameter
into a series of plastic cascading agitation tanks (Photo P-4) where it is treated with the secret,
proprietary, confidential stabilized thiourea solution. Once all the slurry has been treated, the slurry is
pumped, again through PVC pipe with PVC valves, to a belt dryer for removal of the solids (Photo P-
5.) Pregnant solution is then piped into another part of the building for recovery of gold, silver, etc., in
resin catalyst columns (Photo P-6). We were not informed what the resins were.

We observed a number of anomalies that at first appeared minor, but, taken together, had a significant
effect on our opinions of any potential use of the circuit. The EII circuit requires a number of electric
pumps to circulate fluids and slurries. Almost every pump was mounted on a wood product base that
had been secured to the concrete floor. These wood products included plywood, flakeboard (intended
for construction use for sheathing in dry areas), and particle board. In every case, any period of
dampness would cause these wood bases to disintegrate. The pump would dislodge and the circuit
would either shut down, or a flood would result. Pumps and other equipment are mounted on wood,
particle board, and other water sensitive bases in a number of places, as indicated by Photos P-7, P-8,
and P-10. We have examined many mills that use water solutions for processing. Although they take
great efforts to manage water for safety reasons, they are always wet. Water sometimes splashes from
the tanks. Slurry and solution lines leak. Workers clean off equipment with hoses. Water is just a fact
of life. Pumps and similar equipment are normally bolted to steel frames, or directly to a concrete

floor. Oddly, it appears that only insignificant water, and certainly not anything dirty, has ever been
spilled at EIL

In addition, belt dryers that separate moisture from tailings material are routinely dirty. The very fine,
solid, tailings are supposed to fall off and be scraped off into the receiving hopper shown in the lower
right of Photo P-5 and in P-9. Not all of the solid material lands where it is supposed to, and a small,
damp pile of it will develop under the end of the belt, behind the support timbers. There is no
evidence that this drying unit has been used for anything but insignificant volumes. Also in the lower
center of Photo P-5, yet another pump is mounted on the floor on flake board. This is an area where
dampness can be expected, with resulting failure of the pump mount.



We were surprised at the number of PVC pipes that looked like they were intended to transport
slurries. We were even more surprised to find that the valves in these lines were simple, hardware {
store type, PVC plastic valves. PVC pipe is intended to convey water and nonreactive fluids. A slurry
will be abrasive which greatly reduces the life of the pipe. We were impressed with the overall
cleanliness of the entire work area. Paint on all the equipment, including the conveying equipment,
was fresh and shiny (Photos P-6, P-7, and P-11). There were none of the scrapes and gouges normally
associated with use. The facility looked as if it had been moved in just that day. We have seen mill
facilities in daily operation and none looked as clean as this one. There is simply no process control
system we can think of that would result in such a spotless appearance. Even if daily wash-downs
were asserted, these would have to include considerable work with an industrial vacuum; followed by
thorough mopping of floors and walls, plus polishing and touching up the paint on the equipment. In
light of these conditions, we began to wonder if the facility had ever been used for any more than
insignificant quantities.

An inquiry with Paul Gilman, of the Maricopa Department of Air Quality indicated that there was no
air quality permit held by Energy International, Inc., or by Robert Gunnison. Based on Shumaker’s
description of the facilities, Gilman stated that EII probably should have an air quality permit. In
conversations the following day, Matheson said that he would contact Gunnison who was, on that day,
back in the Searchlight area working with Dr. Charles Ager. Matheson telephoned later to tell
Shumaker that Gunnison believed that EIl was exempt from permitting under “Rule 303.3.” Shumaker
again telephoned Gilman, who explained that “Rule 200, Section 303.3" covered small scale
exemptions, but indicated again that EIl probably did not fit that category.

Shumaker visited Clarkdale, AZ on Saturday, July 17, 1999. Clarkdale is a small town, and no city
offices were open. Through a coincidence, Police Chief Tom Wall arrived while Shumaker was at the
Town Hall. In an initial discussion, Wall indicated no familiarity with Gunnison nor with any plans
for an organization named “Resource Enhancement” to reprocess slag material from the Clarkdale
copper mill. This facility had been used to recover copper from the massive sulfide ores of the mines
at Jerome, Arizona. A few days later, Wall telephoned Shumaker. Wall had read the minutes of an
October 10, 1995 Board of Adjustment (Town Council) meeting in which Robert H. Gunnison had
presented information on the chemistry of a system to recover copper, iron, and silica from the old
Clarkdale copper mill’s slag. At that time, Gunnison was speaking on behalf of “Transylvania

International™ (TI), a Canadian corporation whose facility at Clarkdale is now idle. Wall added that
their facility had never gone into operations.

Wall mailed us a copy of the October 10 minutes, plus other information, which we received on July
22,1999. At that meeting, Gunnison and Dan Rodius (in other documents spelled “Rhodius”),
representing Transylvania International made a presentation to the council outlining their asserted
production method and answered questions. Among their statements, Gunnison and Rodius asserted
that the plant would not be noisy, except for the sound of a tractor. Their plans, however, called for
digging, loading, hauling, conveying, crushing, and grinding, none of which are quiet processes. They
also asserted that their recovery process would recover all copper, all iron, all silica, produce no solid
waste (other than garbage and trash produced by employees), and no liquid waste, so no EPA permits
or other any kind of environmental permits would be required. They additionally claimed that no
chemicals more dangerous than Coca-Cola would be used, and that no water would be required for the
process. Rodius and Gunnison provided the Council a production flow chart, in which the various



recovery systems are simply boxes and circles labeled as “copper recovery,” “iron drying and

bagging,” and “silica bagging and drying.” The Clarkdale council members expressed some
incredulity, as is indicated in the following quoted passage:

“Vice Chairperson Russell stated that it seems strange that there wili not be any waste from this
operation. Will the silica be used entirely after the metals are extracted? Mr. Rodius stated that
they will be shipping the silica and iron and the byproduct will also be shipped. There will be
storage of these products until they are shipped.”

The scenario proposed by Gunnison and Rodius is physically impossible, but it resembles the supposed
recovery system described to us by Gunnison for the EII and Resource Enhancement operations.
Gunnison and Matheson asserted that their system at Clarkdale could also be used to recover gold and
silver from the mineral matter hauled in from the Mijo group. The Clarkdale slag was derived from a
Kuroko or Noranda type massive sulfide deposit (Cox, 1987). It can thus be expected to contain a
number of chemical impurities in addition to the iron, silica and copper asserted by Gunnison and
Rodius. Some elements, such as lead and zinc, will have been partially recovered in smelting as a
byproduct. Some lead and zinc will be retained in the slag, as will varying concentrations of sulfur,
barium, arsenic, selenium, and bismuth. Gunnison’s process does not address isolation and disposal of
these problem elements. Gunnison and Rodius also claim that the residual silica slag product will be
just like silica sand bought at a hardware store. That would not be the case, as their own plans call for

very fine grinding to a powder. Additionally, the slag is a multi-element glass and no longer possesses
a crystalline mineral structure. It cannot be equated to sand.

Matheson’s reliance on Robert Gunnison as a reliable expert is of concern. Gunnison was implicated
in sample tampering in the Delgratia Josh Project, in 1997 (Attachment 8-1). In 1975, Gunnison was
convicted of five felony counts, including fraud and conspiracy, related to the sale of unregistered
securities (A-33018, 1978, County of Pima, AZ, Attachment 8-2). Gunnison is not registered as an
assayer by the Arizona State Board of Technical Registration. Registration is required by state law if
an assayer is to provide services to someone other than an employer.

As a secondary processing facility, Matheson proposes to ship his material to an entirely different
facility, Utah Minerals Processing (UMP), in Tooele, UT. UMP is operated by Archie Poarch, who
reports that an entirely different fraction of the mineral matter from the Mijo group will produce goid,
silver, platinum, and other PGEs. Poarch wants Matheson to ship the entire minus 1/4 inch fraction,
which is different from the fraction that Gunnison would process.

In a June 16, 1999 telephone conversation with Poarch and Matheson, Clay and Shumaker were told
that:

. Matheson can ship his concentrates (the minus 1/4 inch material, without separating out the
magnetic fraction) by rail in cement cars.

Poarch also uses a secret, proprietary leaching recovery system that he asserts is environmentally
friendly.

. He would not tell us what the process is, nor send us an MSDS.

. UMP’s mechanical processing seemed to flow as follows. Crush=>grind=>oxidize in agitated
tanks with hydrogen peroxide and air (which, we were told, oxidizes everything except gold
which goes to chlorides)=>filter=>direct solids to tailings ponds, run pregnant leachate through
various, undisclosed, proprietary strip cycles to recover various unspecified metals. Poarch
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would not give us a flow chart.
. Poarch stated that the operation cost is not related to the metal concentrations in the mineral

matter, which is highly unusual . Material grade will dictate the type of milling process and
amounts of chemicals used, which will directly affect cost.

We also determined that Poarch’s UMP production plant had not been built, and was quite some time
away from readiness. An inquiry with Kenneth Symons of the Utah Department of Environmental

Quality indicated that UMP had a waiver permit for groundwater, in that their current small operation
was to take place in vats.

9. Field Work, Sampling, and Analysis Reported by Claimant Matheson

The claimant has prepared no geologic map of the Mijo group. Although there has been drilling, no
subsurface or mineralization model has been created and provided to us. Mr. Morris and Mr. Gene
Phebus, associates of Matheson, prepared what we think is purported to be a some sort of geophysical
map (Attachment 9-1a). This map marks approximate locations of some holes and samples, and also
portrays lineations possibly derived from some sort of instrument traverse. On this unscaled map,
where North is to the right, two of the structures are marked “water fault”, and the center lineation is
marked “out of structure.” We are unable to determine what, if anything, this map means.

Matheson asserts that he has been working on understanding Eldorado Valley precious metal deposits
for more than ten years. He has contacted a bewildering array of people in search of this understanding
(Matheson, 1999, Sec. 6). Many of them have collected samples and provided assays for him. One of
them, Dr. Charles Ager, of British Columbia, Canada, is reported by Matheson to have worked out the
mineralogy of gold on the Mijo group. Ager has been unwilling to talk to us, according to Matheson,
because of the ongoing Delgratia fraud lawsuit in which Ager has been named as a defendant.
Matheson has been cooperative and forthcoming, and has provided us with copies of a large number of
assay reports from a wide variety of assayers. Unfortunately, the reports do not systematically or
reliably pinpoint sample locations, sample sizes, depths, methods of analysis, and the detection limits
of the analysis method(s). It’s doubtful that the locations of more than a few sample locations could be
found again on the ground. In other cases, the assay reports provided to us by Matheson are for other
claims in the southern end of Clark County. These appear to be in the same vicinity as the Josh project
claims explored by Delgratia.

Matheson reports having had a difficult time finding assay laboratories that can detect and measure the
precious metals asserted to exist within the Mijo group fanglomerate. He provided us with a number
of reasons which are summarized below. The reasons are sometimes contradictory.

. The material is “time sensitive” (Lashley, 1982). Unless samples are analyzed within 24 hours,
the gold will disappear or become unassayable. The problem is at times asserted to be from
volatilization of gold chlorides, and at other times from encapsulation of gold, often by calcium
carbonate.

. The material’s “time sensitivity” can be overcome if the material spread out and dried in the sun
for eighteen days.

. The material’s “time sensitivity” can be overcome by using Merwin White’s repetitive fire
assays.

. The material is not time-sensitive if Jerry Henderson’s assay methods are used.
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. Normal fire assay techniques won’t recover the precious metals. Only special techniques used by
certain specified laboratories will work

. Only the “Slagmaster” fire assay procedure of Walter Lashley will work.

. The “Slagmaster” fire assay procedure is unnecessary if the methods of Jerry Henderson are used.

. Only fire assays in a scorification dish (which resembles a large, flattened crucible) will work.
Classical crucible fire assay won’t work.

. The material won’t fire assay, but it will leach. The leach chemicals are environmentally
friendly, but proprietary.

. The gold is in the clay and requires special methods to detect it.

. The gold is in the minus 1/4 inch fraction and requires special methods to detect it.

. The gold is in the entire rock, but it requires special methods to detect it.

. If you fire assay the “head material,” you will get nothing. If you run the head material over a U-
Tech table, which resembles a wilfley table with rotating magnets, there will be visible precious
metals in each fraction that you would not see in the unprocessed “head material.” Then, and
only then, will individual fire assays of each fraction work, but they have to be scorification
assays using Jerry Henderson’s methods.

. Only specific assayers are willing to take the time and effort to properly conduct assays.
Commercial labs, at $12 per fire assay just can’t compare to a lab that gives each assay intense,
individual attention, but at a higher price.

. The gold can be detected if the process uses water from Idaho, but not water from Vancouver or
Las Vegas.

. Gold cannot be recovered from the samples at sea level.

. Typically, no precious metal values are recovered except by certain specific labs. In some cases,
normal, industry-standard labs can detect and measure the precious metals, but the samples must
first be prepared (crushed and pulverized) by one of the certain specified labs.

As a result, Matheson has turned to a small number of specific labs that utilize unconventional
methods. Matheson appears to depend heavily upon Complex Metals Research, operated by Jerry
Henderson, near Hurricane, Utah. Also used are White Technologies, operated by Merwin White in
St. George, Utah, and Metallurgical Research and Analysis (MRA) Lab in Henderson, Nevada. Assay

work from these laboratories is normally comparatively expensive, and the results quoted by them are
almost invariably encouraging.

White Technologies, Merwin White, Proprietor.

Four holes were reportedly drilled on the Mijo 16 in September, 1996. The drilling was supervised by
Charles Morris (Matheson, 1999, Sec. 9). The type of drill used was not reported, nor was bedrock
reportedly reached. The material, which was not reported to be screened, was sent to Merwin White,

of St. George, Utah, for analysis. White reportedly pretreated the samples, and then fire assayed the
washed samples in a “micro wave furnace.”

White reported gold results as an overall average of 0.275 ounces per ton (Attachment 9-1b). This is
an unfortunate report format, as normal industry practice is to record metal concentrations over
specific drill intervals. It is not normal to average all results from a program together. A handwritten
annotation indicates that “these samples were done in the electric furnace.” No further information
was provided (Matheson, 1999, Sec. 11). It is uncertain whether the material was screened, or if only
the magnetic fraction was collected and tested. Without that information, we cannot determine if the
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assay result means 0.275 ounces per ton of magnetic concentrates, or 0.275 ounces per ton of screened
material, or 0.275 ounces per ton of material on the ground. The differences are significant. For that
reason, and others explained in Section 11B of this report, and because the drill locations cannot be
reliably located on the ground, these results have little probative value, if any.

Complex Metals Research & Development, Inc., Jerry Henderson, Proprietor.

Three additional holes were reportedly drilled on the Mijo 16 using a Layne-Christianson auger drill in
February, 1999. These were supervised by Charles Moore, and there was no indication that bedrock
was reached. Samples of the auger cuttings were collected at a number of intervals, screened to minus
1/4 inch, split, screened to minus 30 mesh, and bagged. The one pound bagged samples reportedly

were placed in buckets and sent to Jerry Henderson of Complex Metals Research & Development, in
southwestern Utah for analysis (Matheson, 1999, Sec. 10).

Henderson reportedly used a scorification fire assay technique, with silver inquart. He combined the
five resulting cupellation beads into one, and sent it to Donald Jordan, Metallurgical Research and
Assay (MRA) Laboratory in Henderson, NV. Henderson and Jordan reported “combined average
results” for seven samples in three holes of 0.25 ounces per ton gold, plus 0.01 and 0.05 ounces per ton
respectively of platinum and palladium (Attachment 9-2). Again, the “combined average” report does
not represent normal industry technique. Worse yet is the combining of the cupellation beads of
apparently seven samples from different locations and depths. The resulting numbers cannot be
applied to any location, and have very little scientific meaning. In addition, it is not certain if Jordan
reported the metal concentrations as a proportion of the bead, a proportion of the cupel, a proportion of
the one pound split, or as a proportion of the original unscreened drill cuttings. In other words, using
gold as an example, we cannot tell if the result is 0.25 ounces per ton of cupelled dore’ bead, 0.25
ounces per ton of dore’ bead and cupel, 0.25 ounces per ton of the one pound multiply screened split,
0.25 ounces per ton of material screened to -1/4 inch, or 0.25 ounces per ton of material on the ground.
Matheson and the assayers did not provide any weight information, so we cannot make the calculation
ourselves. The resulting concentration numbers are scientifically meaningless. Again, due to the
uncertainty of the drill locations, reasons explained in Section 11B of this report, and the meaningless
assay report, these results must be disregarded.

Complex Metals Research & Development, Inc., Again

Matheson also provided an assay report dated 03/10/1988 (Attachment 9-6) from Jerry Henderson of
Complex Metals Research & Development, Inc., when it was located in Arizona. The lab is now
located in rural, southwestern Utah. This report chronicles the analysis of several “Balt” samples.
There is no indication where or how the “Balt” samples were collected, or what they represent. Each
sample apparently was fire assayed, and the resulting slag and cupel were ground, and re-assayed five
additional times with a new cupel and more flux each time. 100 milligrams of silver was added as an
inquart each time. According to this report, only negligible values were found until the final run,
when, at last, measurable gold values were released. The explanatory paragraph at the bottom of the
page is troubling. It would appear possible that the nitric acid parting solution used to dissolve the
silver from each dore’ bead was reused, and then the solution itself was assayed. Those final assays
showed very large concentrations of silver. It is uncertain if the large silver concentrations were due to
material actually in the sample, or if it represented the recovered silver from six stages of inquarting.

In any event, because there is no indication of where the samples were collected, these results must
also be disregarded.
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Complex Metals Research & Development, Inc., Related Case, Kelso Dunes, CA

Results reported by Jerry Henderson and Complex Metals Research & Development, Inc. have been
encountered in at least one previous Bureau of Land Management (BLLM) mining claim examination.
In 1990, during an examination of mining claims in the Kelso Dunes area of San Bernardino County,
California, BLM mineral examiners were informed by the claimant, Art Parker, that Jerry Henderson
was his consultant. Parker requested that the BLM mineral examiners observe Henderson performing
chemical testing of sand concentrates for gold, silver, and PGEs. Henderson was representing
Complex Metals Research and Development, Inc, which was at the time located in Arizona. A review
of Henderson’s methods by the BLM mineral examiners found them to be “...tedious, improper, and in
no way a substitute for standard techniques for gold and particularly PGM assays.” (Evans, et al, 1992,
p.-5) The BLLM examiners requested a review of Henderson’s methods by Bondar-Clegg, Inc. of
Sparks, Nevada, and Vancouver, British Columbia; and the US Bureau of Mines in Reno, Nevada,
who also found Henderson’s methods to be improper (Evans, et al, 1992, p. 5).

Metallurgical Research And Analysis Labs (MRAL), Donald Jordan, Proprietor.

David Graham, lab technician, of MRAL in Henderson, Nevada, reportedly collected a sample of
undisclosed size and weight on the line between Mijo 16 and Mijo 17 on April 22, 1999. The sample
was evidently screened to minus 16 mesh, and then concentrated over a No. 13 Wilfley table. The
magnetic fraction was removed by undisclosed means. The resulting magnetic fraction, the
nonmagnetic fraction, and the tails were fire assayed for gold by scorification (Matheson, 1999, Sec.
13). Results reported were 1.06 ounces per ton on the nonmagnetic fraction; 0.70 ounces per ton on
the magnetic fraction, and 0.03 ounces per ton on the tailings (Attachment 9-3a1.2,3). In this case, the
location from which this sample was collected could probably be recovered. However, the result
appears to be reported from 29 pounds of minus 16 mesh material run across the wilfley table. There
is no indication of what the original weight of the sample was, prior to screening over the 16 mesh
screen. We cannot tell if the results provided are in ounces per ton of that specific fraction, or have
been recalculated as ounces per ton of material on the ground. Insufficient information is provided for
us to make this calculation, so these results must be disregarded.

Matheson also provided a 1994 assay certificate from MRAL (Attachment 9-3b), showing high results
for gold, platinum, and rhodium. This sample is identified as “#2 high side of hill.” That is
insufficient to establish the location of the sample, and how the sample was collected. There are no
hills on the Mijo group, so the sample probably came from elsewhere. It cannot be used in the present
examination due to location problems and assay report ambiguities.

Angus Resources, Dennis Holman, Proprietor

Dennis R. Holman, the President of Angus Resources in Tooele, Utah reportedly visited the Mijo 16
on April 1, 1999 (Matheson, 1999, Sec. 14). Holman reportedly personally collected an undisclosed
number of samples of undisclosed sizes and weights using an undisclosed method from undisclosed
locations on the Mijo 16. He reported keeping the samples under his custody and control until he
delivered them directly “to the assayer.” The name of the assayer was not disclosed. Using an
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undisclosed analysis method, Holman reported the following results, but did not provide a signed assay
sheet (Attachment 9-4A):

Au: 0.233 ounces per ton Ag: 1.668 ounces per ton
pt: 0.641 ounces per ton Pd: 0.147 ounces per ton
Ir: 0.413 ounces per ton Os: 0.078 ounces per ton
Rh: 1.285 ounces per ton Ru: 1.130 ounces per ton

Considering the absence of ultramafic rocks in the Mijo group area, these results are peculiar and
surprising. However, there is no indication of what analytical method, if any, was used, and no way to
tell where the sample was actually collected so as to confirm the results. These results must therefore
be disregarded.

Utah Minerals Processing, Archie Poarch, Proprietor

In a letter dated May 22, 1999 (Attachment 9-4B), Archie Poarch of UMP resubmitted the Angus
Resources results to Matheson, but this time called them “approximate.” Poarch stated that the
material was “raw, unscreened ore, and by screening can be improved in the neighborhood of 20 to 1.
Because neither the proprietary analysis method nor the method’s detection limits were disclosed, it is
difficult to place any meaning on these results without confirmation samples analyzed by another lab.
Additionally, the location where these were collected was not disclosed, so these results must also be
disregarded.

Rogers Research and Analysis Company, Clair Rogers, Proprietor

Matheson also provided an assay report (Attachment 9-5) from Rogers Research and Analysis
Company, of Salt Lake City, Utah. This purports to report the results of assay of a sample, of
undisclosed size or type, collected by Ian Matheson on the Mijo 16 on November 4, 1996. This
attachment covers a wide variety or metals and makes no indication whatsoever of the analysis
methods used. The location on Mijo 16 where the sample was collected is not given, so the results
cannot be used in this report. Although we cannot tell if this sample was collected in exactly the same
spot as the sample analyzed by UMP, the claimant has indicated that the locations were near to each
other. The comparison in Table 9-1 of the values reported is instructive. The claimant has asserted
that the deposit is mostly homogeneous, so the wide disagreement between labs is troubling. Note the
wide difference in results reported for silver and platinum. In a truly homogeneous deposit where
samples were analyzed by conventional means, results would be much closer.

Table 9-1. Comparison of Utah Mineral Processing Results to Rogers Research Results
Element | UMP Rogers Element | UMP Rogers

Au: 0.233 oz/ton 0.20 oz/ton Ag: 1.668 oz/ton 14.22 oz/ton
Pt: 0.641 oz/ton 0.04 oz/ton Pd: 0.147 oz/ton 0.1 oz/ton

Ir: 0.413 oz/ton 0.003 oz/ton | Os: 0.078 oz/ton trace

Rh: 1.285 oz/ton not detected | Ru: 1.130 oz/ton not detected
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Rogers Research, Again

Matheson later provided a 1988 assay report from Rogers Research, identified as No. 1. The page had
“KIM SAMPLE” pencilled on the front (Attachment 9-10). There was no indication as to where or
how the sample was collected. This assay reports 0.816 ounces per ton gold, 0.002 ounces per ton
osmium, 0.632 ounces per ton palladium, 0.041 ounces per ton platinum, 0.002 ounces per ton

rhodium, and 6.19 ounces per ton of silver. Again, the results of this assay report are of no value
because there is no indication of where the sample was collected.

Energy International, Incorporated, Robert “Bob’ Harlan Gunnison, Proprietor

Matheson has also provided color copies of results of assays that he states were completed by Energy
International, Incorporated, in Phoenix (Attachment 9-7). The results are hand printed,

and are on ledger paper that appear to have the name and address of “I.C.S. Labs” in Henderson, NV
rubber-stamped on the top. They are styled as “Cambridge Resources Bulk Test Results,”

and include pages marked “West We Go pg 6" and “West We Go pg 7.” The page includes what
appears to be the month and day of the sample or the processing, but omits the year. A sample number
is given, but there is no key to where and how the samples were collected. In the column marked “Au
(Mg),” there is a number, with what appears to be a black speck which has been colored yellow. This
probably corresponds to the piece of gold recovered, and was originally taped to the page. In some
entries, there is an indication that the initial sample charge may have been 500 pounds. However,

there is no indication as to the source of the samples; they could have been collected anywhere. These
results must also be disregarded.

DCRS (US) Ltd, Bob Barefoot, Proprietor

Matheson also provided us with a 1993 assay report from “DCRS (US) LTD” in Wickenburg, Arizona
(Attachment 9-8). Once again, there is no specific indication of where the samples came from,
although two are apparently from the Mijo 17. Of the two Mijo 17 analyses, only one is reported, and
it is asserted to be 0.069 ounces per ton. There is no indication of how they were collected, and if they

were concentrated or screened. The assay report is addressed to “Mr Ian Matheson, Mr. Chuck Agar
[sic] (Fax 702-451-4939)".

The assay report is signed by “Bob Barefoot, Vice President.” Matheson has explained that, with Dr.
Van Loon of the University of Toronto, Bob Barefoot co-wrote an assay manual. However, Dr. Van
Loon’s co-author was Ron Barefoot, not Bob Barefoot. Itelephoned Dr. R.R. Barefoot, Professor
emeritus, of Oakwood Ontario. Dr. Ron R. Barefoot has never done any work in Wickenburg, and has
never heard of “Bob” Barefoot. We were unable to locate Robert Barefoot on the Arizona State Board
of Technical Registration’s list of registered assayers. We were unable to contact Bob Barefoot.
However, it appears that he may have recently focused his attention on a lecture tour on calcium as a
nutritional supplement, and a book, “Death by Diet.” Because of the lack of location information and
the potential for fraud or misrepresentation, these assays must also be disregarded.

Pincock, Allen, and Holt

Matheson also provided a 1986 report by Pincock, Allen, & Holt (PAH) that he purported to be an
audit of Bob Gunnison’s process, using samples collected near, but not on the Mijo group (Attachment
9-9). Apparently, Gunnison was working out of Las Vegas at the time, at a lab known as “ICS Labs.”
Matheson quotes a portion of section 4.2 of the report in this manner: “Note 4.2 of the Report,
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“Conclusions” which states that Gunnison’s “proprietary chemistry has yielded measurable quantities
of gold in samples on which classical methods have shown no gold content.”” Matheson, however,
failed to quote the two following sentences: “The encouraging ICS Lab results warrant additional
testing and project review. The additional testing is required in PAH’s opinion since the limited work
described within this report is insufficient to declare the ICS process as proven technology.” The PAH
report goes on to state, under “Testing”, “Additional laboratory testing should be performed by an
independent firm with replication of the tests independent of ICS Labs. It is assumed that these tests
would not be performed in the ICS facilities. In this manner, a completely independent, controlled
test can be performed.”

It is evident that the PAH investigators were not convinced of the reproducibility of the ICS process.
However, the samples for the PAH investigation were not collected on the Mijo group, and cannot be
used in the present examination.

Chauncey Assay Laboratories, Inc, John. van Englen, Manager

Matheson has provided a 1991 assay report by Chauncey Assay Laboratories, of Chauncey, Ontario
(Attachment 9-11). The report covers one sample. Again, because there is no indication of where or
how the sample was collected, the results cannot be used in this examination.

Matheson seemed to rely most heavily on data provided by the preceding labs. He also provided
information from other sources, which is summarized and evaluated below in Table 9-2.

Table 9-2 Elements
Date Tested Remarks
Assayer Name
Action Mining 8/21/92 Au, Ag Up to 7.5 ounces per ton. Probably concentrates. Action Mining
Services Services used to publish a magazine called “Popular Mining.” No

indication of sample location. Unable to verify applicability, if any,
of data. Disregarded. Attachment 9-12.

American Society for | 4/4/89 Au Addressed to David P. Taylor of North Vancouver, B.C. Sample
Applied Technology reportedly from “Becky M Placer Claim.” No location information.
Unable to verify applicability, if any, of data. Disregarded.
Attachment 9-13

Assayers Ontario 8/27/90 Au No location information. Unable to verify applicability, if any, of
data. Disregarded. Attachment 9-14.
Bell-White 7/3/91 Au, Pt, No location information. Unable to verify applicability, if any, of
Analytical Pd data. Disregarded. Attachment 9-15.
Laboratories, Ltd.
C & W Mining, 6/17/88 Au, Ag Identified as “your Nevada ore” only. Inadequate location
Buckeye, AZ information. Unable to verify applicability, if any, of data.
Disregarded. Attachment 9-16
Core International 5/31/89 Au Samples identified as “Phelps-Dodge Nevada Ore” and “...eight (8)
and samples pertaining to the subject mining property.” Sample results
8/26/89 highly variable. No indication of location where samples were

collected, nor how they were collected. Unable to verify
applicability, if any, of data. Disregarded. Attachment 9-17

17



Table 9-2

Assayer Name

Date

Elements
Tested

Remarks

Energy International

M

10/6/98

Handwritten report, partially illegible. Four samples, F2 through F5.
Two identified as Mijo #16. Inadequate location and sample
information. Unable to verify applicability, if any, of data.
Disregarded. Attachment 9-18

Federal Testing
Laboratories

5/9/91

Sample identified as “Havasu Black Mags.” No location or sample
collection information. Unable to verify applicability, if any, of data.
Disregarded. Attachment 9-19

Great Lakes
Chemical

4/21/90

Sample identified as “Southern Nevada Ore Deposit” on cover page.
No other location information. Inadequate location and collection
information. Unable to verify applicability, if any, of data.
Disregarded. Attachment 9-20

Paul Guadagnoli,
Assayer

6/28/89

12 samples from somewhere in Eldorado Valley. Inadequate
location and sample collection information. Unable to verify
applicability, if any, of data. Disregarded. Attachment 9-21

Troy Becker

2/4/90

Many

Evidently some sort of analysis (“Nuclear Affinity Partial Analysis”
(7)) of one concentrate sample, possibly from the El Dorado Bait. 24
claim (??). Unable to verify applicability, if any, of data.
Disregarded. Attachment 9-22

Hazen Research, Inc

8/9/89

Au, Ag

This report is difficult to understand. It is not certain if it represents
two samples repeatedly re-assayed in sequence, or as duplicates.
This appears to be a follow-up to some other report. No information
as to how the samples were collected, or where they were collected.
Unable to verify applicability, if any, of data. Disregarded.
Attachment 9-23

Wallace C. Johnson

4/9/89

Au?

Five samples from claims other than the Mijo group. Some
information given on assay methods. Oddly, WHAT was assayed
for is not listed, and assumed to be gold. Units of reporting not
specified. Could be ounces per ton, grams per tonne, parts per
million, etc. Unable to verify applicability, if any, of data.
Disregarded. Attachment 9-24.

MRAL

3/25/99

At, Pt. Pd

Analysis of 23.3 gram residue submitted by Jerry Henderson.
Concentration evidently calculated on the basis of a 35 gram sample.
It is not known what the initial sample weight was. Probably from
the Mijo 17. Disregarded for reasons outlined in Section 11B.
Attachment 9-25

Chris Wilson

10/11/89

Au, Pt

Uncertain what this means. There is no sample collection or location
information. Unable to verify applicability, if any, of data.
Disregarded. Attachment 9-26

Roger J. Smid, Lab
Tech., Chemistry
Dept.

7/10/91

Pt, Pd,
Rh, Au

Reported on Univ. of NV, Las Vegas (UNLV) letterhead. No
location information. Unable to verify applicability, if any, of data.
Disregarded. Attachment 9-27. Smid has reportedly performed
“assays” in his off hours using UNLV equipment, but will not
cooperate with the NV Bu. Mines & Geol. (Lechler, Personal
Communication, 1999).
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Table 9-2 Elements
Date Tested Remarks

Assayer Name

Vortex Industries 8/7/91 Au, Ag Third page only provided of an unknown number of pages. No
location information. Appears to be different analyses of the same
(?) material. Unable to verify applicability, if any, of data.
Disregarded. Attachment 9-28

Stan Wardle(?) 3/9/98 Au, Pd, Identified only as “KB, Concentrates.” “IAN MASTESON STUFF”
Pt, Rh, penciled on the page. No location information. Unable to verify
Ag applicability, if any, of data. Disregarded. Attachment 9-29. Stan

Wardle was at one time a major figure with International Precious
Metals (IPM), a “desert dirt” in Arizona.

10. Assay Laboratory Selection by BLM Mineral Examiners

In any patent or validity examination, a BLM mineral examiner must select a reputable assay
laboratory to test the sample he or she has collected. The BLM Handbook for Mineral Examiners, H-
3890, section IV-10.5, states in relevant part, “The analysis of samples requires considerable care by
the mineral examiner. Be sure that the analytical laboratory has a good reputation and is qualified to
perform the required assays.” Part of the reason for this is that the assayer may be called upon to
testify on the behalf of the BLM at a mineral contest hearing.

The selection process is not simple, and requires advance research and consultation. Picking the “low-
bid” assayer is rarely an issue. Selecting a reputable assay laboratory usually involves telephone calls
to other mineral examiners to inquire about their experiences with various labs . The mineral
examiner will frequently telephone colleagues in private industry and ask similar questions.

The State of Arizona registers assayers through the State Board of Technical Registration. Such
registration is generally required for a person to perform assays for anyone except as an employee for
an employer, within the State of Arizona. Registration as an assayer indicates that a person has met
certain basic requirements of education and experience. Such registration can be used as an indication,

but not the sole indication, of an assayer’s prospective competence. Registration does not guarantee
competence or honesty.

One method of verifying a reputation is to determine if the lab or assayer is a member of the “Society
of Mineral Analysts” (SMA). The SMA is a semiformal organization of commercial and mining
company assayers. Many SMA members participate in a regular assaying “round-robin” in which each
laboratory analyzes a split of a known sample, and compares their results against the results of other
labs. Currently, 44 labs participate in the round robin. Improved work quality is the goal of SMA.
The purpose the SMA is aptly stated at their Internet website, http://www.sma-online.org:

“The aim and purpose of the SMA shall be the promotion of mutual cooperation in the minerals
industry through the discussion and free exchange of information relating to the analysis, both

chemical and physical, of minerals and mineral products”

In general, assayers and laboratories tend to fall into two broad groups. The first broad group caters
primarily to the hobbyist, or amateur miner. Some, but not all, often advertise in publications such as
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the “International California Mining Journal” (ICMJ). The ICMJ is a popular monthly magazine that
publishes articles that are not normally peer-reviewed. ICMJ is widely read by weekend miners,
suction dredgers, and similar hobbyists for ways to improve the enjoyment of their avocation.
Assayers and laboratories that fall into this category often have only a local following, and do not
attend professional meetings or trade shows. They frequently operate on a small budget, even though

their cost per assay is often considerably greater than that of laboratories that primarily service mining
professionals.

The second group focuses on professional geologists and engineers working in the mineral exploration
and mining industry. These laboratories generally do not advertise, but will occasionally have a small
listing in such professional publications as Mining Engineering. Laboratories that tend to fall into this
category will frequently have a booth at national or regional meetings of professional organizations.
The Northwest Mining Association (NWMA), for example, is a professional organization with many
members from the United States, Canada, and a number of foreign countries. Their annual meeting is
held in December, and features a large trade show. Many assay laboratories, including Bondar-Clegg,
Chemex, and Silver Valley usually have a booth at the NWMA meeting.

The mineral examiner must evaluate all relevant factors, and come to a decision. Normally, their
choice is from the second group.

11A. BLM Sampling Procedures

The sampling, of the property, occurred on three separate dates, March 9, 1999, April 14, 1999, and
May 13, 1999. The claimant, or his representative, was present for all sampling. At our request, the
claimant, or his representative, selected each of the sites to be sampled and observed the sampling. On
March 9, we took samples at locations NV-A, NV-B, NV-C, NV-D, and NV-E. On April 14, samples
were taken at NV-F, NV-G, NV-H, and NV-I. On May 13, we took samples at location NV-J, NV-K,
and NV-L. See Sample Location Map, Map 3, for the spatial relationship between the sample sites.

The Mijo group is located on fanglomerate, which is an alluvial feature. Our first impression was that
it should be treated as a precious metal placer. A precious metal placer will have heterogeneously
distributed concentrations of precious metals generally deposited or enriched by the action of water.
These concentrations will normally be separated by barren areas. However, we were assured by
Matheson that, except for a few defined areas, the gold, silver, and PGE content was evenly
distributed. Silver, especially reportedly tended to increase with depth. That was followed by showing
us a rough map that Mr. Morris and Mr. Phebus, associates of Matheson, prepared which portrays
some broad structures where they indicated the best mineralization was located (Attachment 9-1a).

We asked the claimants to select the locations they would like us to sample to verify their discovery
and they did so. We then sampled those locations.

Evaluating a precious metal placer will normally require the collection of a number of channel or bulk
samples, frequently of a cubic yard or larger. Because of the heterogeneous nature of precious metal
placer deposits and the comparatively large size of placer gold particles, it is unwise to split a sample
(Wells, 1989). In this instance, because of the issues raised by the claimant, we attempted to duplicate
the claimant’s methods to the extent possible, including collecting a number of samples by his
methods. We also collected two bulk placer samples, each approximately 2/3 loose cubic yard in size,
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which we processed by normal, industry-accepted placer methods.

Most consistently, the claimant has reported that “the precious metals were contained in the 1/4"minus
fraction,” or “the magnetic portion of the 1/4"minus fraction,” or “‘the nonmagnetic portion of the
magnetic portion of the 1/4 inch minus fraction.” The processing plant they had on site was setup to
separate the magnetic fraction from the non-magnetic portion. Based on our observations, and
Matheson’s description of their sampling methods, it appears that their basic method was either to
shovel a small (2 or 3 pounds) quantity of the fine material into a plastic bag, or to put a screen on a 5
gallon bucket and shovel material into it, discarding the 1/4 inch plus fraction.

In order to evaluate the property and address the issues raised by the claimant in our pre-sampling
meeting, we sent samples to multiple assayers. To ensure quality we also submitted both simple and
complex blanks as well as standards, knowns, and duplicates. This procedure generated a large
volume of data, which requires close analysis and correlation. Accordingly we prepared table 11A-1 to
correlate sample site location, or material source, with sample number and where it was sent for
analysis.

Table 11A-1 Sample Source and Number Correlation Chart
Location or | Sample Numbers | Samples Analyzed by: Notes
Source from this source
NV-A 1 ‘White Technologies Splits of the same sample
NVSO #1 Legend
#1 (placer) NTC, Legend bulk sample NTC - prepare concentrate Legend -
amalgamation of concentrate
NV-B #2 (placer) NTC, Legend bulk sample NTC - prepare concentrate Legend -
amalgamation of concentrate
2 (original) not analyzed Placed into storage. The No. 2 analyzed by White
and NVSO #2 was from GL-C
NV-C 3 White Technologies Splits of the same sample
NVSO #3 Legend
NV-D 4 White Technologies Splits of the same sample
NVSO #4 Legend
7B Complex Metals,
7B Legend
NV-E 6 White Technologies Splits of the same sample
NVSO #6 Legend
10A Complex Metals,
10A Legend
NV-F 7C Complex Metals
TA Complex Metals, Splits of the same sample
TA Legend
21A Legend
21B Bondar-Clegg
21C Chemex
NV-G 8B Complex Metals, Splits of the same sample
8B Legend
NV-H 9A Complex Metals, Splits of the same sample
9A Legend
NV-i 10B Complex Metals, Splits of the same sample
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Table 11A-1 Sample Source and Number Correlation Chart

Locationor | Sample Numbers | Samples Analyzed by: Notes
Source from this source
10B Legend
NV-J never processed, was originally collected to be
sample 13, replaced by GL-S.
NV-K 14 heads MRAL Sample split into fractions by the lab
14B MRAL Essentially the same as sample 8B
14C MRAL
14D MRAL
NV-L 15 heads MRAL Splits of the same sample
15B MRAL
15C MRAL
15D MRAL
22A Legend Splits of the reject from 15
22B Bondar-Clegg
22C Chemex
GL-S 5 White Technologies Complex Blank
NVSO #5 Legend Splits of the same sample,
RA Complex Metals, Shumaker’s front yard
8A Legend
11B Complex Metals,
11B Legend
13B MRAL
13C MRAL
13D MRAL
138 MRAL
B-1 MRAL
23A Legend
23B Bondar-Clegg
23C Chemex
GL-C 2 White Technologies Complex Blank
NVSO #2 Legend Splits of the same sample,
9B Complex Metals Clay’s backyard
9B Legend
NVBMG-2b | 118 Complex Metals Splits of the same sample, this is reference standard
118 Legend 2b, purchased from Nevada Bureau Of Mines and
13 MRAL Geology
S-1 MRAL
24A Legend
24B Bondar-Clegg
24C Chemex
SMILL-C 148 MRAL Splits of the same sample, Stillwater Mill
Concentrates, from Montana Bureau of Mines and
S-3 MRAL Geology
SMILL-D 25A Legend Splits of the same sample, Stillwater Mill
25B Bondar-Clegg Concentrates diluted with hardware store sand
25C Chemex
Hdware-S 26A Legend Splits of the same sample
26B Bondar-Clegg
26C Chemex
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Sample collection and processing:

On March 9, 1999, we collected the samples from locations NV-A thru NV-E.

NV-A We collected two samples at location NV-A. We had a BLM backhoe clear the surface
down to a depth of about 12 feet. The first sample (#1) was a bulk sample for processing
by traditional placer methods. Photos S-1 thru S-8 show the collection of both samples at
this location. We set buckets, in the back of a pickup, on a tarp in close hexagonal packing
and then had the backhoe operator dump material from the pit directly into the buckets (see
photos S-4 and S-5). The material that fell between the buckets was collected from the tarp
and placed in additional buckets (see photo S-9). As each bucket was filled, it had a lid
placed on it and then it was sealed by nylon strapping tape. This was accomplished by
wrapping the tape around the bucket, top to bottom, in two directions and the signing the
tape (see photo S-9). While the tape does not physically prevent anyone from opening the
bucket, it is nearly impossible to do so without making it evident that it has been disturbed.
Throughout the entire investigation all buckets were sealed in this manner. The sample was
then secured on pallets on a BLM flat bed trailer (see photo S-10) and taken to the Las
Vegas Field Office where it was stored in the warehouse until it was processed on 3/11/99.

The second was two five gallon buckets taken from a channel sample on the side of the pit
excavated for the bulk sample. It was processed following the claimants methods. This
method involved screening the material thru a 1/4" sieve and discarding the oversize. The
1/4" minus was then separated into magnetic and non-magnetic fractions with a shop
magnet (photo S-11). The magnetic fraction was then split into parts using a sample
splitter and then bagged in a thick polyethylene bag. The air in the bag was displaced with
nitrogen (see photo L-2), and the bag was thermally sealed (see photo L-1) to counteract the
air exposure related “time sensitivity” (Lashley, 1982) that Matheson told us would cause
the gold concentration to diminish. It was then sealed within a second bag using the same
technique. The sealed bags were tamper evident. One split was shipped via Federal
Express to Legend Labs while a second one was hand delivered to White Technologies the
next day. The remainder was initially stored in secure storage at the Las Vegas Field Office
and then transferred to secure storage at the NTC.

NV-B We sampled this location just as was done at NV-A with one exception, the second sample
taken (two five gallon buckets taken as a channel sample on the side of the pit) were not
delivered to the assayer. After the initial processing they were secured in the back of our
truck and then transported to the NTC.

NV-C We had a BLM backhoe dig a pit to a depth of about 4 feet and we took a channel sample
from the side of the pit. It was two five gallon buckets and it was processed, split, and
handled as described for the second sample taken at NV-A. After we collected our samples
the claimants collected some sample material from each location. In some cases it was a
plastic baggie full of the fines, in other cases they took between 1/4 and 1/3 of a 5 gal.
bucket. When they collected into a bucket they used a grizzly pan to screen the material so
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NV-D

NV-E

that only the 1/4 inch minus went into the pan (see Photo S-15). They discarded the
oversize with out measuring it in any way. There was no way to relate the material they

collected to the original volume, therefore any data they might obtain from it would be of
little use in establishing in-place values.

This sample was physically collected the same as was NV-C. It was two five gallon
buckets and it was processed, split, and handled as described for the second sample taken at

NV-A with one exception. When processing it, we did not separate the magnetic fraction
from the non-magnetic fraction.

This sample was collected, processed, split and handled the same as NV-D.

On April 14, 1999, samples were taken from locations NV-F thru NV-L

NV-F

NV-G

NV-H

NV-I

We had a BLM backhoe dig a pit about six feet deep. We then had the backhoe operator
scoop material from the bottom of the pit and we shoveled it into 5 gallon buckets (see
photos S-16 thru S-18). We filled three buckets. The buckets were secured in the back of
our truck until we returned to the Las Vegas Field Office where one of the buckets was
screened to 1/4" minus. The 1/4" minus fraction was then split into three parts (photo S-
19), each of which was bagged and sealed in nitrogen as described above (samples marked
7A). One split was hand carried to Jerry Henderson’s lab (Complex Metals Research) the
following day (April 15, 1999), a second split was sent to Legend Labs in Reno, via Federal
Express, and the remaining split was initially stored in secure storage at the Las Vegas
Field Office and then transferred to secure storage at the NTC. A second bucket (marked
7C) was also hand delivered to Henderson’s Lab for processing. The third bucket (marked
7B), and the oversize from the first bucket were initially stored in secure storage at the Las
Vegas Field Office and then transferred to secure storage at the NTC.

Sample collected the same as NV-F except we only filled two five gallon buckets. One of

the buckets was processed, split and handled as described for NV-F bucket 7A, and the
other as described for NV-F bucket 7B.

Sample collected, processed, split and handled the same as NV-G with one exception, we
had the backhoe operator fill the bucket by scraping the side of the pit on the way up as
opposed to taking the material from the bottom of the pit.

Sample collected, processed, split and handled the same as NV-H.

On May 13, 1999, we took samples from locations NV-J thru NV-L.

NV-]

This sample was taken immediately adjacent to sample NV-F. It was hand dug about two
feet deep, to reach undisturbed material, and then the sample collected from the bottom of
the hole. The material was shoveled into a 1/4" screen resting on a bucket. The 1/4" minus
went into the bucket and the oversize was dumped into a separate bucket which was
weighed and then discarded. When the undersize bucket was full it was sealed and placed
in the back of our truck. This material was not delivered to the assay office.

24



NV-K This sample was taken adjacent to sample NV-G. It was collected and processed in the
same manner as NV-J. We hand delivered it to Metallurgical Research and Assay
Laboratory (MRAL) in Henderson NV that same day.

NV-L This sample was taken adjacent to sample NV-B. It was collected and processed in the
same manner as NV-J. We hand delivered it to MRAL that same day.

In addition the following materials were collected or purchased, and analyzed as checks and
references.

GL-S This complex blank material was collected in Shumaker’s front yard, Glendale Arizona,

(see photo S-20). It was screened to remove excess organic materials and delivered to the
various labs with the samples collected on the claims.

GL-C This complex blank material was collected in Clay’s backyard, Glendale Arizona. It was

screened to remove excess organic materials and delivered to the various labs with the
samples collected on the claims.

NVBMG-2b This was actually a standard reference ore material from Jerritt Canyon, NV, purchased
from the Nevada Bureau of Mines and Geology (NBMG), and designated “2b” by them

SMILL-C The second standard was a known obtained from the Montana Bureau of Mines and
Geology. It consisted of Stillwater Mining Company’s platinum and palladium mill
concentrates.

SMILL-D Stillwater Mining Co.’s platinum and palladium mill concentrations that we cut, with

hardware store sand by a factor of 10:1 by weight.

Hdware-S Hardware store sand. Provided to White Technologies straight from the bag, but
pulverized at the NTC lab for the other assayers.

The bulk samples we collected were each approximately 2/3 loose cubic yard in size. Placer sample
#1 weighed about 2500 pounds. Placer sample #2 weighed about 2300 pounds. We concentrated
them by normal, industry-accepted placer methods, with NTC’s portable placer lab in a community
sand and gravel pit just outside Las Vegas (see photos S-21 thru S-23). The equipment used in this
examination consisted of a Denver Goldsaver and a 24 inch diameter Knudsen bowl. When operating
in conjunction, these components are capable of recovering gold in minute size fractions.

The Goldsaver recovery circuit 1s composed of a feed hopper, trommel, sloped oscillating riffle board
and an oversize chute. Buckets of sample material are placed onto the hopper’s feed platform and the
material is hand-fed through the hopper and into the trommel. Cobbles too large (4-inch plus) to fit
through the hopper opening are brushed and washed clean by hand and then thrown clear of the
concentrator. In the trommel the material is classified to plus and minus Y%-inch sizes. Oversized
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material is directed out the oversize chute where it is inspected for nuggets. Undersized material

passes through the trommel and over a sloped oscillating riffle board where most of the gold (if
present) and other heavy minerals are collected.

Material that washes over the riffle board is fed into a 24-inch Knudsen bowl. The Knudsen bowl is a
highly efficient device used to recover fine particles of gold. It utilizes moving water and centrifugal
force to collect heavier materials in its lower riffles and discharges lighter weight materials through a
reject pipe into a safety bucket.

The concentrates from this processing were hand carried to NTC where they were further concentrated
in the NTC lab using a wilfley table. Sample #1 produced 527.81 grams of final concentrate. Sample
#2 produced 268.87 grams of final concentrate. These concentrates were shipped to Legend Labs for
free gold amalgamation and assay of the tails (see Attachment 11B-9b). The assay of the tails showed
concentrations below lower detection limits for each of the metals tested. The better of the two
samples (#2) contained 0.024 mg of gold, the equivalent of 0.0000006 ounces per ton of pit-run
material in place. This translates to $0.0002 per ton at $286 per ounce for gold.

11B. Analysis of BLM Samples

We engaged the services of six assay laboratories for this program. These were:

. White Technologies, St. George, Utah

. Complex Metals Research & Development, La Verkin, UT. (Complex Metals also uses a
Hurricane, UT mailing address, and is formerly of Tempe, Arizona.)

. Metallurgical Research and Analysis (MRAL) Laboratory, Henderson, Nevada.

. Legend Laboratories, Reno, Nevada.

. Chemex Laboratories, Sparks, Nevada.

. Bondar-Clegg, Vancouver, British Columbia.

Results of all analyses are detailed in Attachment 11B-1

In consultation with Matheson, we determined that White Technologies, Complex Metals, and MRAL
were his preferred laboratories. They were used to evaluate the analysis methods that he asserts to be
useful. We also selected Legend, Chemex, and Bondar-Clegg on the basis of our past experience,
membership in the Society of Mineral Analysts, consultation with BLM Review Mineral Examiners
and the BLM Mineral Examiners’ Panel, and discussions with professionals in private industry.

When having samples analyzed by any laboratory, it is normal practice to concurrently submit blank
and standard or known samples to make certain that no gross errors are made. A blank consists of
material that is known to contain none of the elements of interest in the examination. Several types of
blanks are used in precious metal examinations. One common type is “silica sand,” which is simply
sand that contains almost exclusively quartz and feldspar minerals. Most reputable labs use silica sand
to clean their crushing and grinding equipment between samples. Also used is “hardware store sand.”
This is washed sand sold in hardware stores, often used to fill sand bags or fill a child’s sand box. It
typically comes in bags of 75 to 100 pounds, and resembles screened river sand in content. Hardware
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store sand and silica sand are graded according to grain size. A problem with using silica sand or
hardware store sand as blanks is that they are obvious to an assayer when submitted with sample
material that is clearly different in size and appearance. The best type of blank to use is called a
“complex blank.” A complex blank consists of material that may resemble one or more of the
samples, but is known to contain no precious metals above the average crustal abundance or the
detection limits of standard analytical methods used. A complex blank will contain a wide assortment

of accessory minerals that may also occur in the actual samples. This causes the blank to behave more
like a sample during analysis.

A “standard,” sometimes called a “reference material,”consists of material that has been tested by a
number of independent assayers and found to contain a specific and predictable concentration, within a
normal range, of one or more metal elements. Standards are normally obtained in pulverized form,
resembling face powder in particle size and consistency. They are typically expensive, and available
from a small number of sources, including the Government of Canada, and the Nevada Bureau of
Mines and Geology. A “Known” is similar to standard, except that it has not received as much

independent testing. The assay results of a known can be expected to vary somewhat more than a
standard.

Submission of blanks and standards is not an absolute requirement, but it is does help assure that the
samples have been properly processed. Wilbur Guay, one of Matheson’s colleagues, has suggested the
use of blanks in evaluating the asserted Mijo deposit and the laboratories. In a March 3, 1999 letter

from Guay to Nevada State Director Bob Abbey (Attachment 11B-2), Guay makes the following
statement:

“In order to satisfy the BLM's requirements that assay information be uncontaminated { suggest
that the BLM use procedures that are being done by a laboratory which is capable of assaying
these complex ores. The BLM assayer can observe and confirm the procedures. Also the
laboratory should assay bianks. ......... | would recommend that you assay several blanks along

with you [sic] ore samples. For example, you could put a few samples of barren silica sand in
place of the ore. ...”

Although that had been our plan from the outset, we did essentially as Mr. Guay suggested. We did
not exclusively use barren silica sand or hardware store sand as our blanks. We developed complex
blanks that resembled screened material from the Mijo group. We used two complex blanks. One
consisted of mineral matter from Clay’s back yard. The other, used more frequently, consisted of
mineral matter from Shumaker’s front yard. With the exception of the first set of analyses conducted
by White Technologies, these complex blanks were used for the materials that we identified as blanks
to the assayer. In the case of White Technologies, the blank sample that we identified as a blank
consisted of hardware store sand. In all sets submitted to White Technologies, Complex Metals,
MRAL, and Legend, one or more of the complex blanks derived from our yards was substituted for,
and labeled as, a sample actually collected on the Mijo group.

As a final verification round, a test block of Mijo group mineral matter, complex blanks, a standard,
and a known was submitted to Legend, Chemex and Bondar Clegg. Prior to shipping the samples to
these labs, we crushed and pulverized all samples in the NTC laboratory. Each sample was then
homogenized and split into several duplicate sets. We spooned Nevada Bureau of Mines standard 2b
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directly from the stock jar. Only individual samples of Shumaker’s yard were submitted to Legend,
Chemex, and Bondar-Clegg. Due to the NTC preparation, and the anonymity of the submission, it was
not necessary to submit a complex blank that visually resembled the Mijo group mineral matter.

White Technologies-Analysis of BLM Samples

On March 10, 1999, we hand delivered samples 1 through 6 to White Technologies. Each sample had
been split from a larger sample prepared on site at the Mijo 16 claim. Each sample was placed into a
thick polyethylene bag. Air was displaced with nitrogen gas, and then thermally sealed closed (Photos
L-1 and L-2). The resulting sealed bag was again sealed within a second bag using the same
technique. The intent of the nitrogen gas and thermal sealing was to counteract the asserted effects of
"time sensitivity," if such a problem actually exists (Lashley, 1982).

White’s lab technician prepared all six samples via the following process.

1. Open bags and split samples using a small splitter (Photo L-3).
Each split was dried in a kitchen-type microwave oven.

3. Each split was crushed in a Bico "Chipmunk" jaw crusher, and pulverized in a Bico disc
pulverizer (Photo L-4). The only cleaning of the equipment between samples consisted of
brushing out with an old paint brush. The same brush was used for most procedures. No
compressed air was used for cleaning. Cross-contamination between samples cannot be ruled out
in this step, or in step 6. As a safety issue the lab technician was required to reach across the
equipment to turn it on or off at the breaker panel.

4.  An assay ton (29.1 grams) of pulverized sample was weighed out on a small electric scale. At no
time did we witness the scale being calibrated. The scale was calibrated in 0.1 gram increments.

5. The approximate assay ton of material was placed into a used "mixed nuts" can. Into the can
was introduced an unmeasured amount of litharge, plus additional flux material, including flour.

6.  The lab technician then placed a lid on the mixed nuts can and shook it vigorously by hand. The
resulting mixture was poured into a large crucible. A "Herman Inquart" consisting of a known
weight of lead and silver was added to assure a bead upon cupeling (Photo L-5). The mixed nuts
can was brushed out with the same brush used in step 3, and then blown out by mouth. Steps 1
through 6 were repeated for the next sample until all had been prepared. Cross-contamination
may have occurred here, or in step 3. Cross-contamination in step 6 is much more serious due to
the smaller weight of sample affected.

7.  Samples in crucibles were placed into an electric oven, and fired at 2050 degrees F for about an
hour.

8.  Molten samples were poured into a cast iron cone mold (Photo L-6), and the slag was separated
and retained. The resulting lead collector was removed and hammered into a cube shape (Photo
L-7).

9.  Lead cubes were placed on preheated cupels, and fired in excess air until a dore’ bead was
achieved (Photo L-8).

10. Each bead was removed from its cupel, and placed into storage for later weighing by Merwin
White, which might take place the following day. Each cupel was retained with the
corresponding slag. As there was no definite schedule for weighing or subsequent analysis, this
step was the end of the process that we witnessed.

After our departure, the slag and cupels from each sample were reportedly ground and reassayed in the
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same manner as above. The process of grinding and reassaying slags and cupels was reportedly
repeated five times for each sample, and the resulting concentrations were added together to form one
result. A second split of the samples were assayed at Matheson’s request and at his expense,

reportedly according to the same procedure. The report from White Technologies is appended as
Attachment 11B-3.

The samples submitted to White Technologies were derived as follows:

Sample 1 consisted of the magnetic fraction of screened material from location NV-A on the
Mijo 16.

Sample 2 was collected at location NV-B on the Mijo 16. However, this material was placed
into storage and a sample of Clay’s back yard was submitted to White Technologies in its place.
Sample 3 consisted of the magnetic fraction of screened material from location NV-C on the
Mijo 16.

Sample 4 consisted of screened material from location NV-D on the Mijo 16.

Sample 5 was collected at location NV-E on the Mijo 16. This material was screened to minus
1/4 inch. The material was renumbered as "sample 6" for submission to White Technologies. A
sample of Shumaker’s front yard was labeled as sample 5 and submitted to White Technologies
Sample 6 consists of the material from the actual Sample 5, above.

A seventh sample that we provided, consisting of hardware store sand, was identified as a blank,
but not numbered. White Technologies also ran an in-house blank, consisting of reagents with

no mineral matter charge. White reported provided no written results for our hardware store sand
blank, nor for his in-house blank.

White reported the following results:

Table 11B-1
Au, troy ounces per ton | Ag, troy ounces per ton Type

Sample No.

1set1 0.028 0.310 mag fraction, minus 1/4"
1 set2 0.048 0.200 mag fraction, minus 1/4"
2set1 (Clay’'s yard) 0.042 0.760 minus 1/4"

2set2 (Clay’s yard) 0.066 0.530 minus 1/4"

3set1 0.050 0.880 mag fraction, minus 1/4"
3set2 0.042 0.580 mag fraction, minus 1/4"
4 set 1 0.042 0.430 mag fraction, minus 1/4"
4set2 0.060 0.380 mag fraction, minus 1/4"
5set1 (Shumaker's yard) 0.092 0.400 minus 1/4"

5set2 (Shumaker's yard) 0.200 0.260 minus 1/4"

6 set 1 0.049 1.700 minus 1/4"

6set2 0.046 2.820 minus 1/4"

Beyond the incorrect assays of blank material (samples 2 and 5), the spread of reported results between
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reruns of the same sample are excessive. For example, the gold value reported for sample 5, set 2 is
more than double the value reported for sample 5 set 1. Apart from the fact that sample 5 was a blank,
that magnitude of deviation is simply unacceptable. It is illustrative of the problems that we
encountered with White Technologies that the three highest gold concentrations they reported were
from blanks.

An identical set of sample splits, prepared in the same manner at the same time, was sent via Federal
Express to Legend Labs in Reno. They performed both a standard fire assay and "Jerry Henderson
method" scorification fire assay for gold and silver of every sample. In all cases, LL.egend reported that
if gold and silver were present, it was in concentrations so minuscule as to be below the detection limit
of the method (Attachment 11B-4). This was true for all samples from the Mijo 16, samples dug from
the yards of Shumaker and Clay, and for all the blanks.

The laboratory at White Technologies is located in a light industrial area, in a building with multiple
tenants. They are adjacent to a company that produces purified bottled water for culinary uses.
Conditions inside the White Technologies lab were cluttered and dusty (Photo L-9). Reagents were
stored in what appeared to be a haphazard manner and in containers not designed for such use. In one
particularly egregious example, we noted a plastic bleach bottle hand-marked "NaCN" (sodium
cyanide) stored next to two glass bottles marked "Hydrochloric Acid," and "Phosphoric Acid," and
near a glass bottle marked "Nitric Acid" (Photo L-10). If the bleach bottle actually contained sodium
cyanide, then a leak or spill in which it mixed with any of the acids would produce hydrogen cyanide
gas. This is the same substance used in gas chambers for executions. In other instances, labels on
glass bottles had deteriorated to the point of illegibility.

It is normal laboratory practice to assay the slag and cupel from a fire assay one time (Bacon, et al,
1989). This allows the assayer to determine the amount of precious metals lost into the slag or cupel.
Normally, this number will be very small or zero. Litharge, used in most fire assays, contains lead.
The lead will contain minuscule concentrations of gold and silver, which is just a fact of nature.
Similarly, any silver inquarted into a sample will contain a minuscule concentration of gold (Reddy,
1989, personal communication). The amount of gold and silver added to a sample by litharge and
inquarts is insignificant when a fire assay is completed under normal practice. However, the continued
and repeated addition of litharge and inquarts as was done in White’s slag and cupel multiple re-
analysis, plus any cross-contamination from dust will eventually accumulate enough gold and silver to
become measurable (Lewis, 1999, personal communication). Unless the concentration of gold and
silver in the litharge and inquarts is known exactly and subtracted, their added values will be
incorrectly ascribed to the sample. The error will be insignificant where the sample actually contains
multiple-ounce per ton concentrations of gold and silver, but will portray false values where the
samples are actually barren.

Because of the potential of cross contamination of samples, the inaccuracy introduced by continued re-
analysis of slags and cupels, and the incorrect results reported for the complex blanks, the results
reported by White Technologies must be disregarded for this examination. The problems that we
found render any results reported by this lab to be highly questionable, at the very best. We believe
that results reported by White Technologies, Merwin White, or his staff should not be accepted at face
value by the BLM for any purpose, and that independent analysis of verifiable samples by an
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unrelated, competent lab must be required.

Complex Metals Research & Development, Inc.— Analysis of BLM Samples

On April 15, 1999, we hand delivered Samples 7 through 11 to Jerry C. Henderson, sole proprietor of
Complex Metals Research & Development, Inc. (Complex Metals). ("Henderson" and "Complex
Metals" are used interchangeably herein.) Complex Metals is located in a rural area about halfway
between Hurricane and Hildale, Utah. Henderson uses mailing addresses in Hurricane and Laverkin,
Utah. Matheson was anxious for us to submit samples to Henderson and watch them being analyzed.
According to Matheson, Henderson was able to take screened samples from the Mijo group that would
not produce encouraging results through standard fire assay, run them over a U-tech table and produce
concentrates with visible precious metals. With specific exceptions, samples taken to Complex Metals
had been collected on the Mijo 17. The sample number 12 was not used in this examination. Each
sample was split into two parts. One of the two parts was then replaced with material collected from
another location. Sample 7 was presented in three parts; the third being a five gallon bucket full of
material from the Mijo 17, screened to minus 1/4 inch. Origins and results of each sample and split are

detailed in Attachment 11B-1. However, we told Henderson that the splits were from the same
samples.

We contracted with Legend Labs, of Reno Nevada, to monitor and evaluate the processing. The
evaluation report, by Mark Lewis, Manager/Metallurgist of Legend Labs, is Attachment 11B-5.

Henderson’s methodology was essentially as follows:

Part 1.

. Weigh samples on a bathroom scale (Photo L-11).

. Screen sample into a plastic bucket through a piece of 1/4 inch galvanized hardware cloth
(Photo L-12).

. Henderson separated out a small portion of the screened material to perform a fire assay of the
head material.

. Classify material using a "U-Tech" brand shaker table, which resembles a small wilfley table

with a sieve screen and magnetic separation function (Photos L-13 & L.-14). This resulted in
four products, which Henderson generally labeled as Con #1, Con #2, Con #3, and a plus 16
mesh tail. The tail fraction was sometimes identified as rejects or oversize.

Part 2:

. The wet fractions were carried to a second building where Henderson panned them in a sink
(Photo L-15), and displayed them to us under a microscope Photo L-16).

. Once dry, Henderson screened the samples to -20 mesh, which separated a varying numbers of

spheroidal balls of silver appearance, which he termed "nuggets,"and pointed them out to us.
(Analysis of four of them by Legend indicated that they were about 50% silver.)

. Henderson then recombined the screened fractions (Photo L.-17), and then dried the samples by
placing them on a coffee filter on an electric griddle.
. Henderson then visually selected a portion of the material, including the unwashed head

material, and hand crushed it with a mortar and pestle (Photo L-18) until about 5 grams passed
through a 20 mesh screen.

. Five grams of the sample plus one gram of what Henderson termed as "electrolytic silver”" were
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weighed out into a scorification dish, using a scale calibrated in 0.1 gram increments (Photo L-
19). A spoon full of flux and litharge were stirred into the scorification dish (Photo L-20), and
a layer of flux added to the top.

. Henderson then fired the prepared scorification dishes for an indeterminate period of time, but
for about a half hour, at about 2000 to 2200 degrees F (Photo L-22).
. The resulting melt was poured into conical molds, the slag separated, and the lead buttons

pounded into squares. Henderson did not effectively keep track of which button represented
which sample, and relied on us to do that.

. The lead buttons were then cupelled in the same furnace at the same temperature.

. Each cupel resulted in a silver bead (Photo L-22), which was again weighed on the same scale.
Due to the coarse precision of the scale, it was impossible to determine with any reliability if
the weight of the resulting bead was greater than the weight of the inquarted "electrolytic
silver."

The resulting beads from samples 7C, the unwashed head materials, plus the blank and standards, were
taken by Mark Lewis, and analyzed by Legend in Reno. Legend performed analyses for gold,
platinum, palladium, ruthenium, rhodium, iridium, and osmium, but not silver. Silver was not reported
because of the severe uncertainty introduced by Henderson’s imprecise scale and sloppy laboratory
techniques.

The precision of the scale that Henderson used was plus or minus one tenth of a gram. With ideal,
clean laboratory conditions, an operator might be able to obtain precision of plus or minus 0.05 grams,
or 50 milligrams. Using an assay ton sample of 29.14 grams, one milligram of silver reporting to the
final bead equates to one ounce per ton. Weighing out a silver inquart for a one assay ton sample
using Henderson’s scale would introduce a potential error of about plus or minus 50 ounces per ton.
Because Henderson used only a 5 gram sample charge instead of the normal 29.14 grams, the potential
for error is nearly six times higher; plus or minus about 300 ounces per ton.

Exact splits of all samples except 7C were sent via Federal Express to Legend in Reno. With the
exception of the standard, Legend’s results for all the splits showed concentrations below detection
limits (Attachment 11B-6).

Beads resulting from the scorification assays of the remaining tabled material were sent by Henderson
to an unspecified "silver, gold, and platinum refinery"” for analysis. Based on conversations with him,
we assumed that the unspecified lab was MRAL in Henderson, Nevada. Henderson then composited
those results, reporting concentrations in ounces per ton of gold and ounces per ton of "PGM." We
assume that by PGM, Henderson meant platinum group metals. However, they weren’t differentiated,
so there is really no way to tell (Attachment 11B-7).

The following table, 11B-2, summarizes and compares results for several of the samples processed by
Henderson.
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Sample |Table 11B-2 Complex Metals -- Henderson
No. Results in troy ounces per ton. na = not analyzed. xx = below detection limits
(See Attachment 11B-1 for full details.)
Au Ag Pt Pd Rh ir Ru |Os |Type - Source
7B 0.16 na 0.12 na na na na na Split of previous sample 4, stored, and
(Pt Group) presented to Henderson.
4set1 0.042 0.580 na na na na na na Results of original sample as analyzed by
Merwin White, White Technologies. Same as
4set2 |0.060 0.380 na na na na na na 7B analyzed by Henderson. Shown for
comparison
NVSO All results below detection limits Crucible (conventional) and scorification assay
# 4 by Legend, Reno, of split of sample 4 (duplicate
of 7B).
7B All results below detection limits Conventional fire assay by Legend of split of
7B. (Same as 4.)
8A 0.06 na 0.11 na na na na na This is a split of the blank, 118, and was dug out
(Pt Group) of Shumaker’s yard.
8B 0.04 na 0.09 na na na na na Note that results of 8A and 8B, collected in two
(Pt Group) different states, are closer than the agreement
between two assayers for sampie 4/7B. The
agreement is probably random or contrived.
SA 0.02 na Trace na na na na na From Mijo 17.
(Pt Group)
9B 0.05 na 0.00 na na na na na This was dug out of Clay’s back yard.
(Pt Group)
11B XX XX XX XX XX XX XX XX Same material as 8A. Blank, from Shumaker's
yard. Labeied as blank.
11S 0.006 na XX XX XX XX XX XX Scorification by Henderson, analysis of bead by
Legend.
118 0.220 XX XX XX XX XX XX XX NBMG Standard 2b, fire assay by Legend.
Legend'’s detection limit was 0.02 oz/ton.
(11S) 0.228 0.02 +/- na na na na na na Actual values of Standard 2b reported by
+/- 0.03 NBMG. Numbered as 118 for Complex Metals
0.008 assay.

We tested Matheson’s assertion that the mineral matter is "time sensitive" by relabeling a split of
Sample 4 as Sample 7B, and submitting it to Henderson. We had collected Sample 4 on March 9,
1999. More than a month had elapsed since its collection. Henderson reported gold values at least
three times greater than White for a split of the same material. In conventional assay practice, there
would not be such a large discrepancy.

Sample 11S was actually a standard reference ore material from Jerritt Canyon, NV, purchased from
the Nevada Bureau of Mines and Geology (NBMG), and designated "2b" by them. We marked that
sample 11 S and both Legend and Henderson analyzed it. The results are summarized in the table
above, and fully presented in Attachment 11B-1. Henderson’s results were not even close. Both
Henderson and White produced dismal results with blanks, and Henderson did not correctly analyze
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the Nevada Bureau of Mines and Geology Standard 2b.

Henderson’s work was performed in two buildings. The first was a large metal sided garage that
contained a considerable amount of clutter. Adjacent to his U-Tech table was a Chevrolet Suburban
with the engine out, and a front end loader undergoing service (Photo L-23). The second building was
dedicated to Henderson’s work and it was extremely cluttered, dusty, and disheveled (Photos L.-24 and
L-25). Plastic pipe hung unsupported from the rafters. Open and unlabeled bags, buckets and bottles
were present on every horizontal surface, including chairs. At least once, something had exploded and
left a black, friable deposit on the walls and ceiling, but had not been cleaned up. Slabs of plastic foam
ceiling insulation had broken off and were resting precariously against the furnace hood. Almost every
metal surface was corroded, probably due to acid mist in the air.

Henderson, as well as Matheson, had indicated that the "deposit" on the Mijo group contained native,
or elemental silver. Henderson took great efforts to direct our attention to the silver balls that he was
recovering in the concentrate material from the U-Tech table (Photo L-16) as proof. On some
occasions, the balls were rust colored, gold colored, or copper colored. We had never seen any such
metal balls in any of the samples collected from the Mijo group, nor had we seen them in the samples
of Clay’s yard (Sample 9B) or Shumaker’s yard (Sample 8A). It was clear to us that they had been
added to the samples somewhere in Henderson’s processing. There was ample opportunity for this to
occur, as on numerous occasions the samples were out of our sight (Photos L-12, L.-13, L-15, L.-26, L-
27, and L-28). We had three of the metal balls analyzed by Legend, and their results indicated that
they contained silver as their metal constituent (Attachment 11B-6b).

Upon our return to Phoenix, we examined the remaining concentrates under a binocular microscope.
We took a number of photomicrographs of the material that we brought back, and that was returned to
BLM by Henderson (Photos L-29 through L-40). There is a scale in all photographs that is calibrated
in millimeters. A representative few are included for illustration.

The U-Tech table should have screened materials to a size that would pass through a 16 mesh screen.
In all cases, the sample material did so, but silver colored soft metal balls and what appeared to be
glassy slag remained on the screen. Photo L-29 shows material from sample 8A (Shumaker’s yard)
magnetic concentrate that remained on a 16 mesh screen. Photo L-37 shows a single silver metallic
ball flanked by actual sample material from the 7C tails fraction. All the material remaining in these
sample fractions should have been about the size of the loose material in the background and have
passed through the screen. Photo L-30 shows material manually picked out of the sample 8A oversize.
(This fraction was variously termed by Henderson as oversize, tails, or rejects.) The silver balls had
evidently been added without much regard to the size fraction that they should have matched. Photo
L-31 shows an assortment of oversize material in the 8 A No. 2 screened concentrate. Several of the

particles in each photo, identical to those analyzed by Legend, are spheroidal, soft, malleable silver
colored balls.

Photo L-32 shows a representative assortment of material contained in the nugget trap fraction of
sample 7C. The more angular particles in the photograph are actually from the sample. The spheroids
are silver metallic balls that were added to the sample while in the custody of Complex Metals. Photo
33 shows one of the silver metallic balls from the 7C nugget trap after we hammered it flat with a 4
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ounce hammer. Photo L-34 shows three silver metallic balls coated with a rust colored glassy
material. The silver metallic bails are in all cases very soft and malileable (Photos L-33 and L.-35). We
believe that the glassy material is slag derived from the production of the tiny metal balls.

These soft, metallic balls or spheroids of what appears to be silver are out of place. They exist in the
sample in size fractions that should not have passed through the sieve. Their shape and the adhered
bits of glassy material indicate that they have not been transported the same distance as the mineral
grains in the sample. Any metal that soft and malleable would have likely been battered into a shape
approaching a flat plate. Adhered glass grains would have been broken and knocked off of the
metallic spheroids by the impacts of transport in the alluvial fan. However, glass is not normally
associated with native silver or gold. Indeed, we are unfamiliar with any such association.

Elemental, or native, silver is uncommon in nature. Compared to other "noble metals," silver is more
chemically reactive. Over time, silver tends to oxidize or form soft waxy, chlorides, depending on the
particular geologic environment. Native silver is normally limited to the oxide zones of some sulfide
mineral deposits. It also occurs with arsenides and sulfides of cobalt, nickel, and silver, and with
urananite and cobalt-nickel minerals (Klein, 1993). No such conditions are present on or anywhere
near the Mijo group. No silver minerals, such as argentite (Ag,S), were found in the samples that we

examined. Silver nuggets, balls, spheroids, or any other native silver form, are not known to occur in a
desert alluvial fan.

The effect of the addition of a one milligram piece of gold or silver, about the size of the head of a pin,
to a one assay ton sample (29.14 grams) would be to produce an additional one ounce per ton in the
reported result. However, if only five grams of sample is analyzed, the addition of a one milligram
piece of gold or silver would raise the reported result by about six ounces per ton.

These sample results must be disregarded for this examination. The problems that we encountered
destroy any probative value of results reported by Henderson or Complex Metals. The possible
tampering or salting of our samples makes it impossible to accept any results submitted by Henderson,
without independent verification by a competent, unrelated laboratory. We believe that results
reported by Henderson, or Complex Metals should not be accepted at face value by the BLM for any

purpose, and that independent analysis of verifiable samples by an unrelated, competent lab must be
required.

Metallurgical Research and Analysis Laboratory (MRAL), Henderson, Nevada.

On May 13, 1999, we hand-delivered three samples to MRAL. These consisted of three five-gallon
buckets filled with mineral matter screened to minus 1/4 inch. The samples were numbered 13, 14,
and 15 (Attachment 11B-1). We had collected samples 13, 14, and 15 earlier that morning. Sample
13 had been collected on the boundary between Mijo 16 and Mijo 17. Samples 14 and 15 were
collected on the Mijo 17 and Mijo 16, respectively.

While samples 14 and 15 were being collected, Shumaker replaced Sample 13 with a complex blank,
which consisted of a five gallon bucket of screened mineral matter that had been collected from his
yard at his home in central Arizona. This was identical to complex blank material submitted to all
other assayers under different sample numbers and blank material that was labeled by MRAL as B-1.
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Shumaker marked the bucket containing this complex blank as being Sample 13. The actual Sample
13 remains in locked storage at NTC.

We also submitted plainly-identified standards and blanks at the same time (Attachment 11B-1). The
blank that we used was a split of the material from Shumaker’s yard, identical to what we submitted as
Sample 13, except that we first pulverized this split in the NTC lab. One standard, which was labeled
by MRAL as "13(S-1) consisted of Nevada Bureau of Mines Standard No. 2b. The second standard
was a known obtained from Robin McCulloch, Staff Mining Engineer at the Montana Bureau of Mines
and Geology. The standard consisted of Stillwater Mining Company’s platinum and palladium mill
concentrates, with the company’s assay data. The concentrates contain primarily palladium, secondary

platinum, with minor gold and rhodium. Stillwater uses this material as a standard in their mill
process control.

Matheson requested that Shumaker and Clay allow him to obtain a split of one of the samples’ "head"
material, to take to White Technologies. Reportedly, Merwin White wanted to conduct gold leach
tests on them using a thiourea solution and a bromide solution. After discussions, it was agreed that
Matheson could take a split of Sample 13, which had actually been collected in Shumaker’s front yard.

MRAL’s lab technician, David Graham prepared the three samples as follows:

1. Starting with Sample 13, open the buckets and weigh.

2. Screen the contents through a -16 mesh with a wood mounted screen into a wooden box.

3. Dump the -16 material into another bucket.

4. Dump the oversize into a bucket, and weigh.

5. Collect a small volume of the -16 material for separate assay, and transfer the remainder into a
rotary sand washer and add water and detergent, agitate for about 30 minutes (Photo L-41).

6. Transfer the fully wetted material and the liquid back into a bucket (Photo L-42).

7. Run the material over a wilfley table to separate light material from heavy material (Photos L-
43 & L-44).

8. Repeat for the other two samples.

9. Heavy material was taken inside the lab and the magnetic material was hand-separated using a

plastic-coated stirring magnet (Photo L-45).

10.  Place the separated fractions into available pans, and place into drying oven (Photo L-46).
11.  Remaining steps were completed after we left.

The unwashed minus 16 material was reportedly assayed by MRAL via Direct Coupled Plasma Arc
(DCP) for gold, silver, platinum, palladium, rhodium, iridium, ruthenium and osmium. In addition,
our blank labeled "B-1" by MRAL and standards "13 S-1" and "S-3" were assayed for the same
materials. Reported results (Attachment 11B-8) are summarized below in Table 11B-3:
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Table 11B-3.
MRAL

Sample Gold, Silver and PGE results in troy ounces per ton. nr = not reported.
number Results in italics, inside the double-line boxes, are actual values of standard Type - Source

and known materials.

Au Ag Pt Pd Rh Ir Ru Os
13 0.11 1.01 0.14 0.04 0.02 0.09 0.00 0.23 Shumaker yard. Blank. Labeled as
heads sample 13. Same material as B-1.
B-1 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 Shumaker yard. Labeled as blank. Same

material as 13 heads.

S-1 (re- 1.92 6.06 0.00 0.00 0.00 0.00 0.00 0.00 NV Bureau of Mines standard 2b.
assay) Labeled as standard
S-1 0.228 0.02 nr nr nr nr nr nr NV Bureau of Mines standard 2b, actual.
Std. 0.23 7.86 0.00 96.68 0.00 0.00 0.00 0.00 Mill cons. from Stiliwater Mining Co. Pt &
S-3 Pd mill. Labeled as standard
Std. 1.01 nr 17.2 58.5 0.56 nr nr nr Stillwater Mining Co. mill cons., average
S5-3 assays, Montana Bu. Mines & Geology.
14 0.08 1.23 0.08 0.00 0.00 0.05 0.00 0.15 Mijo 17
heads
15 0.13 1.52 0.05 0.03 0.00 0.03 0.00 0.16 Mijo 16
heads

The three washed and tabled fractions (magnetic concentrates, nonmagnetic concentrates, and tails) of
each sample material were reportedly assayed by MRAL for gold using their direct coupled plasma arc
unit. In addition, blank "B-1," was again analyzed. The results are summarized in table 11B-4, below.

Table 11B-4 (Entries in italics inside double-line boxes are concentrations of standards.)
Sample No. Au, troy oz/ton Type Remarks
13B 0.38 1/4" minus, screened to -16 Shumaker yard substituted for sample 13.
mesh at MRAL.
13C 0.35 1/4" minus, screened to -16 Shumaker yard substituted for sample 13.
mesh at MRAL.
13D 0.02 1/4" minus, screened to -16 Shumaker yard substituted for sample 13.
mesh at MRAL.
13 (S-1) 0.78 minus 80 mesh Nevada Bureau of Mines standard 2b. Identified to lab as

standard.

13 (§-1), NBMG 0.220 +/- 0.008 pulverized Nevada Bureau of Mines standard 2b. Concentration

reported values value reported by NBMG
14B 0.35 1/4" minus, screened to -16 mesh

cons at MRAL.

14C 0.49 1/4" minus, screened to -16 mesh

mags at MRAL.

14D 0.03 1/4" minus, screened to -16 mesh

tails at MRAL.
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Table 11B-4 (Entries in italics inside double-line boxes are concentrations of standards.)

Sample No. Au, troy oz/ton Type Remarks
148 0.12 minus 80 mesh Concentrates from Stiliwater Mining Co. Pt & Pd mill.
known Identified to MRAL as a standard.
148 known 1.01 Pulverized Concentrates from Stillwater Mining Co. Pt & Pd mill.
(standard value) Average concentration reported by MBMG.
15B 0.28 1/4" minus, screened to -16 mesh 22A, 22B, 22C are split from this material.
at MRAL
15C 0.40 1/4" minus, screened to -16 mesh 22A, 22B, 22C are split from this matenial
at MRAL
15D 0.03 1/4" minus, screened to -16 mesh 22A, 22B, 22C are split from this material
at MRAL
B-1 0.01 Pulverized Obtained from Shumaker’s yard. Same as Sample 13.
blank

Although cluttered, conditions at MRAL were not as disorganized as at White Technologies or as at
Complex Metals. Storage of reagents was informal. In the wet laboratory area, all exposed metal had
rusted, probably due to airborne acid mist. Although MRAL personnel asserted that they had
crushing and grinding apparatus, we did not see any during our visit. What appeared to be their Direct

Coupled Plasma (DCP) Arc instrument (Photo L-47) was housed in a dusty office, adjacent to the
main reception area.

The technique used during initial screening was sloppy. Cleaning the screen and wooden collection
pan between samples consisted of tapping it against the concrete floor. The collection pan typically
retained material from the previous sample (Photo L-48). Cross contamination occurred. In addition,
material was frequently spilled onto the floor, and put back into the collection pan by hand. Not all
spilled material was accounted for in final weights. The technique used to feed the wilfley table was
similarly sloppy. The wetted material was scooped into the hopper either by hand, or using a ceramic
bowl (Photo 43). Lost spillage was common (Photo 44). We did not witness weighing out of assay
charges and reagents, so we cannot comment on the techniques and equipment used. However, the lab

technique that we witnessed was poor, sloppy, and careless. Cross-contamination and loss of material
were routine.

MRAL reported blank samples as high grade material when they were labeled as Mijo group samples,
and as barren when they were identified as blanks. MRAL’s reported results for the standards were
also incorrect. They reported the gold concentration in NBMG standard 2b as 0.78 ounces per ton in
one assay, and then as 1.92 ounces per ton in another. Neither were correct, and both were too high.
NBMG reports gold concentration in standard 2b as 0.220 ounces per ton, plus or minus 0.008 ounces
per ton. We had hoped for better accuracy on the analysis of the Stillwater Mining Company’s Pt and
Pd mill concentrates. MRAL reported zero platinum, where they should have found 17.2 ounces per
ton. Even allowing for poor lab technique and inaccuracy, some platinum should have been reported.
On the other hand, MRAL reported 96.68 ounces per ton of palladium when they should have found

58.5 ounces per ton. Even adding the MBMG standard values for platinum and palladium together
still does not produce 96.68 ounces per ton.
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The poor lab technique and wildly incorrect results for blanks and standards cause all the results
reported by MRAL to be suspect. They must be disregarded for this examination. The problems that
we found cast considerable doubt on any assays reported by this laboratory. We believe that results
reported by MRAL, Donald Jordan, or the staff of MRAL should not be accepted at face value by the

BLM for any purpose, and that independent analysis of verifiable samples by an unrelated, competent
lab must be required.

Legend Labs, Reno, Nevada.

Because Mark Lewis, manager of Legend Labs had witnessed work at Complex Metals, Shumaker
inspected Legend on June 10, 1999. No samples were left with Legend at that time. Shumaker spent

about three hours at Legend, observing each phase of the fire assay process. Legend’s fire assay
procedure is essentially as follows:

1. Incoming samples are normally contained within cloth bags. The bags are dried unopened in
large truck ovens (L-49).

2. Samples are opened, then crushed, and split to produce a fraction of about 200 grams. The
crushing and splitting equipment is cleaned using compressed air.

3. The crushed sample is then pulverized in a ring and puck pulverizer (L-50). The pulverizer is
then cleaned using compressed air.

4. An assay charge of 27 to 31 grams, to a precision of plus or minus 0.01 gram, is weighed out on

an electronic analytical scale (L-51). The scale communicates with the central computer, which
keeps track of the weights throughout the process.

5. The assay charge is placed into a crucible on a specially constructed carrier, and a silver inquart
is added. The carrier resembles a very large egg crate, and consists of two parallel holding 1
fixtures which each hold 12 crucibles. The process is repeated until the carriers are full (L-52)

6. Two blanks and two knowns are placed into crucibles, and put into different spots each time.
Their locations are recorded so as to prevent mistaking one tray of samples for another. The
known consists of gold ore with copper. The copper stains the slag green to make
identification and verification of sample placement easy.

7. The crucibles containing the samples and standards are then fluxed with a standard flux,
including litharge. The content of their standard flux is based on more than a decade of

experience. Later inspection of the parted slag indicates if re-running with a different flux will
be warranted.

8. The tray of 24 crucibles is covered with wax paper, and clamped into a bulk shaker for mixing
(L-53).
9. Mixed samples in batches of six are placed into an electric oven with what looks like a pizza

pitchfork. The samples are fired for one hour at 2000 degrees Fahrenheit.

10.  After firing, the samples are removed and poured into cast iron cone molds in the same sample
layout orientation (L-55).

11.  After cooling, the slag is separated and inspected for signs of unusual or incomplete firing. The
lead buttons are hammered into a rough cube, and then placed onto a sheet of cupels, again in
the same sample layout orientation (L.-56).

12. The cupels are fired at 1850 degrees Fahrenheit until complete, and then cooled.

13, The resulting dore’ bead is weighed on an electronic analytical scale, and the results recorded in
that sample’s computer file (L-51). The analytical scale is accurate to plus or minus 1
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microgram, or 0.001 milligrams, and is calibrated several times daily.

14.  The dore’ bead is parted with nitric acid to remove the silver.

15.  The resulting gold sponge is then weighed on the same electronic analytical scale, and the
results recorded in that sample’s computer file.

16.  The weight of the silver inquart is subtracted, and the concentrations of gold and silver are
calculated.

Testing for PGEs begins with a fire assay preconcentration, using steps 1 through 14, except that aqua
regia (nitric plus hydrochloric acids) is used to dissolve the entire bead. The solution is placed into a
graduated pipette (L-57), and the volume standardized to 10 milliliters. The concentration of the
desired elements is then read using a high definition Induction Coupled Plasma (ICP) Arc instrument
(Photo L-58). The spectra of a blank, a known, and the sample are compared on a computer screen,
and the concentration of the desired element is then calculated.

Conditions at Legend were neat and well ordered. Ventilation is excellent. There is no rusting of
equipment due to airborne acid mist. Considerable effort is expended in dust control in the crushing
and grinding areas. Within portions of the lab where precision work is completed, conditions resemble
an industrial "clean room.” Reagents are stored inside cabinets. Glassware and reagents in use are

maintained within spill collection trays. Contrast Photos L-51, L-58 and L-59 with Photos L-9, L-24,
L-45, and L-46.

The entire analysis process at Legend is designed around accuracy, prevention of contamination, and
strict accounting of each sample. They have reduced manual handling of samples, which in turn
reduces the chances of inadvertently substituting one sample for another. Blanks and knowns are
analyzed with each batch, and analyses of samples submitted are duplicated at random. This has
produced consistently accurate and dependable results.

The final round of sample analysis consisted of sending three identical suites of six prepared samples
to Legend, Bondar-Clegg, and Chemex. These consisted of splits of two samples from the Mijo group,
two blanks, NBMG standard 2b, and a sample of Stillwater Mining Co.’s platinum and palladium mill
concentrations that we cut by a factor of 10:1 by weight. The numeration system is shown in Table
11B-5, with the suite sent to each lab designated by a differing letter suffix.

Table 11B-5
Samp | Source Samp | Source
No. No.
21 Same as sample 7TA 24 NBMG Standard 2b
22 Same as sample 15. 25 Stiliwater Mining Co. Pt/Pd Mill Concs., cut
10:1 by weight.
23 Complex blank, from Shumaker’s front | 26 Hardware store sand.
yard. Same material as used for all
blanks.

We submitted a number of samples to Legend, including the concentrates from the bulk samples 1 and
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2. Table 11B-6 illustrates the results of several key analyses. The remainder are detailed in
Attachment 11B-1. And 11B-9.

Samp No. | Table 11B-6 (Entries in italics inside double-line boxes are concentrations of standards.)
Legend. Results in Troy ounces per ton. xx = below detection limit. nr = not reported

Au Ag Pt Pd Rh Ir Ru Os Source - Type

NVSO#5 | xx XX XX XX XX XX XX XX Shumaker’s front yard, split from
sample given to White.

i1S 0.220 XX XX XX XX XX XX XX NBMG Standard 2b, same standard
analyzed by Henderson
21A XX XX XX XX XX XX XX XX Same as 7A
22A XX XX XX XX XX XX XX XX Split from 5.
23A XX XX XX XX XX XX XX XX Shumaker’s yard. Complex blank
24A 0.236 XX XX XX XX XX XX XX NBMG Standard 2b
Ref. 0.228 0.02 nr nr nr nr nr nr NBMG Standard 2b average.
+/- +/-
0.008 0.008
25A 0.120 5.60 1.5611 5.1325 XX XX XX XX Stillwater Mining Co. mill congs, cut
10:1.
Ref. 0.101 nr 1.72 5.85 0.056 | nr nr nr Predicted value of Stillwater mill concs.

Cut 10:1,+/- about 10%.

26A XX XX XX XX XX XX XX XX Hardware store sand.

Legend’s results were consistent and reliable. Their reported analyses of blanks and standards
produced results that were expected. Duplicates of the same sample submitted to Legend produced
duplicate results, even when we identified one as a blank and the other as having come from the Mijo
group. Results reported by Legend are, therefore, considered in this report.

Bondar-Clegg, Vancouver, British Colombia

We submitted a duplicate set of final samples to Bondar-Clegg, with suffix “B.”. We did not inspect
their facility. With more than a decade of experience with Bondar-Clegg, we were satisfied with their
reputation. The following table, 11B-7, illustrates the results reported by Bondar-Clegg.
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Samp |Table 11B-7 (Entries in italics inside double-fine boxes are concentrations of standards.)
No. Bondar-Clegg Results in Troy ounces per ton. xx = below detection limit. nr = not reported
Au Ag Pt Pd Rh ir Ru Os Source - Type
21B 0.00013 | xx XX XX XX XX XX XX Same as 7A
22B 0.00045 | xx XX XX XX XX XX XX Split from 15.
23B 0.00015 | xx XX XX XX XX XX XX Shumaker’s yard. Complex
blank
24B 0.245 0.03 nr nr nr nr nr nr NBMG Standard 2b
Ref. 0.228 0.02 nr nr nr nr nr nr NBMG Standard 2b average.
+/- 0.008 +/-
0.008
258 0.1015 0.06 Greater Greater Greater | 0.0044 0.0139 0.0073 | Stillwater Mining mill concs, cut
than than than 10:1. Concentration xceeded
0.146 0.146 0.029 method’s upper detection limits for
Pt, Pd, Rh.
Ref. 0.101 nr 1.72 585 0.056 nr nr nr Predicted value of Stillwater
mill cones. Cut 10:1,+/- about
10%.
268 0.00003 | 0.04 XX XX XX XX XX XX Hardware store sand.

We requested that Bondar-Clegg use a fire assay with nickel sulfide collector for samples 21B, 22B,
and 23B. This method is extremely accurate, with very low detection limits, capable of detecting
concentrations in the range of average crustal abundance (Table 11B-8). Bondar-Clegg did find gold
in extremely minuscule, average crustal abundance level, concentrations in both Mijo samples and in
the complex blank. The greatest concentration reported was for Sample 22B, which is a split from
Sample 15. That concentration amounts to four point five ten-thousandths of a troy ounce per ton
(0.00045 ounces per ton). That value is one hundred times leaner than the lowest grade extracted from
a modern disseminated gold mine.

Table 11B-8 Average Crustal Abundance of Selected Elements (Weast, 1973)

Element Concentration, Concentration, Element Concentration, Concentration,
ppm troy oz/ton ppm troy oz/ton

Gold (Au) 0.005 0.00015 Iridium (Ir) 0.001 0.00003

Silver (Ag) 0.1 0.003 Rhenium (Re) 0.001 0.00003

Platinum (Pt) | 0.005 0.00015 Osmium (Os) 0.001? 0.00003

Palladium 0.01 0.0003 Ruthenium (Ru) | 0.001? 0.00003

Rhodium 0.001 0.00003

Bondar-Clegg reported slightly higher gold concentrations in NBMG Standard 2b than Legend or
Chemex. The standard’s concentration is nominally 0.228 +/- 0.008 ounces per ton. Bondar-Clegg’s
result is 0.009 ounces per ton higher than expected for this standard. This could have been caused by
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our failure to adequately homogenize the standard material prior to shipping. We spooned the
pulverized sample material out of the jar without agitating it first. Some settling may have occurred.
It appears that the concentrations increased very slightly as we reached deeper into the jar. In any
event, this difference is not significant.

Chemex, Sparks, Nevada

We submitted a duplicate set of final samples to Chemex, with suffix “C.”. We did not inspect their
facility. Based on experience with Chemex, and discussions with colleagues, we were satisfied with
their reputation. Table 11B-9 illustrates the results reported by Chemex.

Samp Table 11B-9 (Entries in italics inside double-line boxes are concentrations of standards.)
No. Chemex Results in Troy ounces per ton. xx = below detection limit. nr = not reported
Au Ag Pt Pd Rh Ir Ru Os Source - Type
21C XX XX XX XX XX XX XX XX Same as 7A
22C XX XX XX XX XX XX XX XX Split from 15.
23C XX XX XX XX XX XX XX XX Shumaker's yard. Complex
blank
24C 0.238 XX nr nr nr nr nr nr NBMG Standard 2b
Ref. 0.228 0.02 nr nr nr nr nr nr NBMG Standard 2b
+-0.008 +/- average_
0.008
25C 0.090 0.03 1.620 5.39 0.05 XX XX XX Stiliwater Mining mill concs, cut
10:1.
Ref. 0.101 nr 1.72 5.85 0.056 | nr nr nr Predicted value of Stillwater
mill concs. Cut 10:1,+/-
about 10%.
26C XX XX XX XX XX XX XX XX Hardware store sand.

Resuits from Chemex are very similar to those from Legend. As with Bondar-Clegg, Chemex was
sent one of the later portions NBMG Standard 2b. The known submitted as sample 25 was derived
from Stillwater Mining Co. platinum and palladium mill concentrates mixed with pulverized hardware
store sand, and then homogenized at the NTC lab via repeated passes through a splitter. High grade
materials will typically have a greater magnitude of analysis scatter.

Evaluation of Results by Laboratory

Exact splits of the samples analyzed by White Technologies and Complex Metals, including blanks
and standards, were submitted to Legend. In each case, Legend reported blanks as barren, and
standards within the expected concentration range. This result includes the blanks that we labeled as
Mijo group samples. Similarly, selected Mijo group samples, blanks, standards, and knowns were
submitted to Chemex and Bondar-Clegg. The following table, 11B-10, summarizes the assay results
received from each laboratory for key blanks and standards.
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Table 11B-10 Results of Key Blanks and Standards.
Sample Location Spl. #s , this source Sample Assay results, Troy ounces per ton,
Designation and (see att. ll.B-l for Analyzed by: unless noted. na.=not. aqalyzed.
Source complete list) xx=below detection limit
Au Ag Pt Pd
Ssetl White Tech. 0.092 0.400 na na
GL-S Sset2 White Tech. 0.200 0.260 na na
NVSO #5 Legend XX XX XX XX
Complex Blank 8A Complex Metals 0.06 na 0.11 (Pt. Group)
Splits of the same 8A Legend XX XX XX XX
sample, from 11B (labeled as blank) | Complex Metals XX XX XX XX
Shumaker’s front yard | 11B (labeled as blank) | Legend XX XX XX XX
13B MRAL 0.38 na na na
13C MRAL 0.35 na na na
13D MRAL 0.02 na na na
13S MRAL 0.11 1.01 0.14 0.04
B-1 (labeled as blank) | MRAL 0.00 0.00 0.00 0.00
23A Legend XX XX XX XX
23B Bondar-Clegg 0.00015 | xx XX XX
23C Chemex XX XX XX XX
NVBMG-2b 118 Complex Metals 0.006 na XX XX
Splits of thg same 11S Legend 0.220 XX XX XX
sample. This is 13 (S-1) MRAL 0.78 na na na
reference standard ore
material 2b, purchased S-1 MRAL 1.92 6.06 0.00 0.00
from Nevada Bureau (reassay)
Of Mines and 24A Legend 0.236 XX XX XX
Geology 24B Bondar-Clegg 0.245 XX XX XX
24C Chemex 0.238 XX XX XX
SMILL-C 148 MRAL
Splits of the same sample,
Stillwater Mill S-3 MRAL
Concentrates, from
Montana Bureau of Mines | Actual values Stillwater Min. Co. | 1.01 na 17.2 58.5
and Geology

Legend, Bondar-Clegg, and Chemex reported results for blanks, standards, and knowns that were
within acceptable bounds. Results from Legend Labs, Chemex and Bondar-Clegg are acceptable and
are used in this examination.

In every case with White Technologies, Complex Metals, and MRAL, mineral matter derived from our
residential yards in central Arizona was reported as barren or nearly so when we identified it as a
blank. When the mineral matter from our yards was identified to these three laboratories as a Mijo
group sample, it was reported with variable but high values of gold, silver, and PGEs. In some cases,
the material from our yards had the highest reported values. Because we had not yet received our
standard and known materials, we did not submit one to White Technologies. However, standards
and/or knowns were submitted to Complex Metals and MRAL. In every case, the results they reported
were significantly different from the standard assays for those materials. Accordingly, due to their
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failure to report accurate values for blanks and standards, as well as for other reasons explained

previously, we are unable to consider any results reported by White Technologies, Complex Metals, or
MRAL for the purposes of this examination

12. Economic Evaluation

Information provided to us by Matheson indicated that the material on the Mijo group is more like a
homogeneous lode deposit than a classic gold placer, even though it consists of a typical basin and
range fanglomerate. Some of the information he provided us from some of his consultants directly
contradicted that opinion. Based on our assay results, it appears that the minuscule concentration of
precious metals does appear to be homogeneous. According to the results we received from Bondar
Clegg the best sample (22B) contained 0.00045 troy ounces of gold per ton. The best results (Sample

2) we received with traditional placer mining methods, which only capture the free gold, was
0.0000006 troy ounces of gold per ton.

At a gold price of $286 per troy ounce, these gold concentrations result in values of $0.13 (thirteen
cents) per ton for sample 22B and $0.0002 (two hundredths of a cent) per ton for Sample 2. The gold
price of $286 per troy ounce that we used is based on averaged historic data for the past three years and
the futures market looking forward to December of 2002. The actual price used makes little difference
to these claims. The gold price would have to significantly exceed the historic high of nearly $900 per
troy ounce by an order of magnitude just to begin to pay the current dollar costs for this operation.

The claimant has proposed a number of different mining and processing scenarios. In view of the
values returned by the sampling program, rather than addressing each of them and going through their
major points we will just address one common factor. That factor is the cost of mining the material.
Matheson has provided us with a cost estimate, the accuracy of which has been attested to in a sworn
and notarized affidavit by Robert H. Gunnison (Attachment 12-1, and see Attachment 8-2). We have

not verified the accuracy, applicability, or feasibility of their estimate. However, we use it here for a
comparison of costs to projected income.

Using the claimants own costs for mining, screening, and magnetic separation of $1.00 per ton (see
Attachment 12-1) and comparing them to the best gross in place value, that of $0.13 per ton for
sample 22B, we come up with a net loss of $0.87 per ton of material mined. This does not address any
other cost factors such as disposal of oversize, crushing and grinding, transportation, environmental
mitigation, reclamation, or refining. It also does not address factors that affect recovery such as mill
loss. It also assumes that gold recovery would be 100%, and that the gold would contain no

impurities. Applying the unavoidable additional costs that would occur, plus mill loss, would serve
only to deepen the net economic loss per ton mined.
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Undifferentiated
Volcanic Rocks

Undivided &
Porphyritic
Rocks

Map 2

Geologic Map of the Northern Eldorado Valley Showing Locations of Mijo 16 and Mijo 17 Unpatented
Placer Mining Claims. (After Longwell, 1965, plate 1)

Explanation:
Undifferentiated Volcanic Rocks are Tv; Tertiary volcanic racks of rhyolitic to andesitic composition, Tertiary in age.
Undivided Porphyritic Rocks are Tki; granite porpyhry, rhyolite, trachydolerite, and other intrusives ranging from basattic to rhyolitic, Cretacious(?) To

Tertiary in age. In the vicinity of the Mijo group, only granitic porpyhry and perphyritic rhyolite were observed in alluvium.
Alluvium consists of Qal, transported alluvial fan material derived from Tv and Tki.
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'MN 05:25 Delorztia Mn: Monitoring of Assay Results and Industry Proce

)7/04/18 Market News Publishing Inc, No: 000169

JELGRATIA MINING CORP ("DELGF-Q")
- Monitoring cf Assay Resules and Industry Procedures

Pauls Tori, Msdia Relations gf Delgratia "ﬂ:.-'nng Coxrporation wishes to
regcrt on monitariag of cur assay resulis by the Arizona Board of Technical
Regulaticn, ané on industry procedurss th=at ralate to the assaying of
ninexals in Novada,

70% cof J.8§. gold production is done in the Scate of MNevais. However,
Navada as a State does not ragister assayers or cercify la.n'-.. Nevada does
hava cus.l..f*.a'* assayers and labs that do meet or exceed industyy standards

and de have nu\:acions of high regard within che mining communicy.
Therafors pecple in ths kusiness (including our company), use labs
they believe offar the quality of work thay need, as it relates to thair
explararion projeccs.
In the State of Arizona assayers can be registered, but labs are nct
certifizd We use labs wherever they may be for cheir particular expertise
icns, as that relates to the werk wa want done.

—

-
ve usad twe labs in Arizona (Jacchs and Mcouncain Staznes), that do

employ ragistered assayers that have certified work dene on cux Jesh
Project in Nevada.

Along these same lines wa‘d like to update kthe news concerning the
mcm.t.o:w_ng oI cur asgzy results by the Arizona Board of Tachnical
Regulazions.

Tre beard informs us of no reason to bealieva that work dens at the
projest lab an Phoenix by Mr. Robert Gunnlison and his swaZf on Drill Holes
5 & ¢ iz anything cther than crediblr. wezk, meering or exceading industry
standards, : ‘

o Lawarn Douglas, Deputy Uiractc.. ¢% the Ari 2cna Bo=rd of Tachnical
raguizLicn SAays a news repcvt quoc-h, Ren Dalxympla; e:a:écu::.ve ‘dirvector of
the agancy seemed to imply that ctha department was conducting something
otker than a reoutine follow-up to 2 irguiry by a third party.

Wren asked if Mr. Gunnison was progexliy represanting himself by a sign
in =he Iab saying "We are not a registered or accredited assaying lap",
Lavern zcuglas, Deputy Director of the Axiz ona Board of Tachnical
Regulazion said "it would seem so by the sign. The Boaxé has no reason tc
palieve the worik dcne there is anything other han reliable.:

Meanwhile w2 are pleased to repert that assays will cortinue to be
verii"_ed By ¢ cg"ste‘"ed and/or cerctified a2ssayers based in the U.§. and/or
Canads.

TEL: {614) 771-6853 Paula Toti, Media Relations

(¢} Markst News Publisning inc. ALl rights reserved.
l:(604) 685-1101 Fax; (604) 689-1106
FAX (tm) - To get the NEWS as it happens, c¢all 1-800-667-1617
pxr/18/87 5:28
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pelgratia’'s Independent Assayer Under Investigation in Arizona

Seaychlighs, Nevada, April 15 {Bloomberg) -- Delgratia
Mininug Coro.'’s independent gold assayeyr, Rozert Gunnison, is
under inwvestigazion by Arizona offi ;als wf::a are exanining assay
work he did for Delgracia withcut a licenes,

It’'s a misdemsanor in Arizona o do independent assaying
wichout firsc ceing licensed by the Arizona EBoard of Technical
Regulaticon.

‘'we're Joing to *rves";gace this,’'” said Ron Dalxrymple,
axecutive dlI‘ECC“‘ cf the agency.

Meanwhils, Celgratia’s sharas scared for a secaond day,
gaining § 1/2 to 18 as invascors regained confidenee in the
comparny’s claim t£o a blg gold discovery in Nevada. Yesterday,
they xose 3 1/2.

Tsday, the company g2id a new assay by a licensed
independent assayer, Jacobs Azsay office in Tucson, supported the
rel-a--*-ty of woxk dcne by Gunnison. Jaccks saild it received ite

irst sample £rem Delgratia on April 1.

moherr Cunnison’s Energy Inteyrnaticnal laboratory in Tucson,
Arizona was exclusive independent assay lab for Delgraria’s
Seaxrcnlight, Navada-based Josh Proiect property until
racently.

Gunnisorn was convicted af =ecur‘tle= fraud in 1978. That
cen-riction mav make it impossible for him to receive an Axizona
assayex's lircense, said Da‘rymple. A criminal conviction can
discqualify an applxc;n~ Lif iv’'s ‘'reasonabkly related to the
profezsion’’ heing licensed, he said.

‘‘Iv appears that it very well might be,’’ said Dal:ymple.

‘Gunnison declined to.comment this merning.

cday, Nelgratia releaged resulcts perfurﬂed ‘lzst wask by the
Jaceks Lab i Tucson on an cre sample from Hole 5 chat was
‘‘tran pcrteu directly from secured storage ac the project
glre.’
> ratia sald the ore tested by Jaschs that came directly
from the compa y s storage facilicy cenfirmed earlier assay
results,
Neithex Acer nor Jaccos was availacls for comment today.

~-Cavid Evans in Los Angeles (310) 827-2348 through the New York
- Newsysom (212) 318-2300/jp :

Stery illustcrazion: For a graph cf tha: company’s stack
perfcormance, :g:e DELGF US <Equity> GPC.

Company news: Industyry news:
DELGF US, BMX CN, BMXNF US NI GLD Gold
<Equity> CNM NI MNG Mining
NI PC$ Frecious Metale
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Delgratia's Gold Results Wexe Based on Tescs by Convicted Felon

¢

Seavchlicht, Nevada, april 11 (Blcombkerg) -- Delgratia
ing Coxp. kased its claim to having made a big gold discavery
Nevada con labcratory tesis conducted by an unlicansed gold
assayer who was convicted cf sacuricias fraud in 1878.

Pelgrazis has declined t¢ identify the assayer, which it

escriked in a press release ysstexday only as ~"an ourside,
independent lab.'!

~wo cecnsulting minipg enginesrs ni
Calgratis to monitcz its operations Tol
cexting was conducted by Reokerg iazlian Gunnison in Phoenix.

They said the testing took place at EBonexrgy Interpzriopal, a
small lab in Phognix owned by Gunnisomn.

“he engineers, Brian Mountfcrd and Dr. Morris Beartie, each
gaid they weren't aware of Gunnisor's felony conviction until
centacted by Bloomberg last night,

““That makas one hell of a diffsrence,'' said Mountford.
“~All the samples we checked were in his lab at one time or
ancther. We don't know whether it's been salted or not.'!

Celgrazia, which is based in Vancouver, Canada, used
Gunnison asg its indepandent assayer to test samples from the
firat four drill holes at its Josh Froject near Seaxchlight,
Nevada. ‘

Gunnison isn't a licensed assayexr, acccrding to the Arizona
ard of Technical Regulation. The Boaxd licenses assayers who
alyze cre to determine the quality of the gold present. To
crduse an indepandent agssay cf ore withour a license is a
i sdemeanox in Arizdna. . T :

v v (Delgratia presicent Chuck) Ager was.surprised,'' said ==
elgratia spckesweman Paula Toti. “~Thig ig absolucely the fi¥st
@'s heard of it. If this is true, we gay it does not affect the

‘d

A

- e
idedd
Ao
-

-

red last month by

d Blecmderg News that the,
F

1%

SNnNpw
Glo

(5

ol

TU

eality of the work, but certainly dcoces a2ffect public percaption,
and that is unacceptable.'’

After keing haltad for three weelfs, Celgratia shaves resumed
trading this morning at 14 3/4 and fell te 11 within the first 10

minutes of trading.
Volatile Stock

I was positive test results £rom Gunnison, reported by
elgracia on Feb. 28 and Maxch 19, thaz sent ics shares searing
£rom 13 1/4 on Feb. 28 to 34 3/4 on Maxch 20. Thers are 15
illicn shares sutstanding, acecrding te the company.

The stock plunged over the next tws days as Bloocmberg
reportad a Nevada mining officlal was skaptical of a company
claim of a § million ounce gold ressaxrve at Josh Project, whieh
lzcated con 9,000 acres near Searchlight. The cempany later said
that claim was prematurs, ‘

Bloomberg alsc reported that Delgratiz hadn't disclesed thac
it bought its interest in Josh from & company half-owned by a
family trust of Delgratia's Presidenz Dr. Chuck Ager, a geologist
and geophysicist. Delgratia made Chaz disclosure afcer the story.
Ager disclaims any beneficial interxest in the trust,

-

Attachment 1-1¢

Bloomberg News coverage of i
Promet g Delgratia



——

explaining that it only benefitcs his wife and three children. He
denisag any cenflict of interesc.

Late yesterday, Delgratia relieased the results of assays
2rom zwe licensad iabs in Tuesen that confirmed Gunnison's tests
on nola 4, and founs even higher levels of gold in samples taken
from hole S.

Leigraria also said 20 random ore samplaes taken from the
Proanix lab wara sent by Dalgratia's new consulcting enginsers to
an independent lab in Vancouvar, which also cenfirmed Gunniscn's
results.

. However, all the samples tested at the new indepsndent labs
in Tucson and Vancouver were preparel at Cunniscn's lab.

100 Million Ounces

Censulting engireexr Mountford said Sunnisorn worked with Ager

for five years on the Josh Project.

“~The Ffact that he's a felon doean't help their case one
bit, ' " said Beattie. ““Ir'e not a good thing, obviously.'’

Mountford saicd he's been a psrsonzl friend of Delgratia
®resident Chuck Ager for 20 yesars.

““What I know about him is that he's tyuthful,'' said
Mountford.

Mcuncfoxd said he's consulted with Ager frem time Lo time
about Josh over the past two years. He said ha's told Ager that
Josh may have a huge gold deposit.

““If cne does tha math on the numbers that have beaa
~aleased by Delcratia, yecu come ur wicth 160 millicn ounces,'' he

-~

said. ,
To be sure, Mountford said thera are other possible

explanacions for tha test rasults Zxom the Josh Project.
w:t' . Porensic Audit Needed = |

““I've told him one answer is someone is salting this and
not telling you, '' said Mouncford. "“We feel we must do a
Zorensie audit whare we don't lose sight of those samples from
=ka time they leava the grcund untii the time we prcduce the
gold.'' Xa said he and Baattis hcpe =o complete such an audic
within two to thraee weeka. '

Gunnison's Energy Intarnational lab disglays a sign saying,
““He are not a registered or accredited assaying lab,'' ascording
co Ager and Mountford.

""We are & private labecratcry. We work on a contract basis
fcr Cruck,'' said Gunnison, whe said he's been an assayer for a
leng time, ~““I've been doing this forx 20 years.''

He said he began assaying while he was in the mortgage
business. During two separate telephcne calls last night,
Gunnisen hung up the phone when asked about his conviecion.

In the 1970's, Gunnison was president of Arizona Realty and
Mortgage Trust, In 1878, he was convicted of £raud in the sale of
securitias by a state court in Tucson. In 1975, the Arizona Court
of Appeals upheld the conviction.

“Appellant (Gunnison) knew pkony mortgages were going to be

Attachment 1-1d .
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?’?f‘ed and therefor knaw that untrue and misleading statements
?Sd?d Ee mads to the buyers of these mortgages,'' the court held.
In 1933, the Arizona Supr=me Couxt upheld Gunnison's conviction.

-=-2avid Zvana in Lcs Angeles (310) 827-2348 th taw Vor
Newsroom (212) 318-2300/p e rough che New Yoxk

Srory illustration: For a graph cf the
ration: For i cf 1e ¢ompaay'’'s stoe
performance, typa DELGF US <fquitys GPC, pany k

Company news: Industry news:
DELGF US, BMX GN, BMXNF US NI GLD Y Gofd
<Equity> CN NI MNG Mining

NI p2 Precious Metals
Regional news: News by category:
NI CANDA Canada News - NI SEC SEC
NT NV Nevada NI NASD NASD

Por more shories akout Nevada's mining induscry: TNI MNG NV
Stcry llustration: For a graph of the company' ]
: rapt th ny's
stcck performance, type DELGF ey
<Equitys> GPC.

Company news : .
DELGF iJS <Equity> N

Industyy news:

NI MNG Mining

NI GLD Gold

NI PCS Pregcious Matals

Ragional news: News by category:
NI CANDA Canada News NI SE}C( SEg It
NI NV Nevada NI NASD NASD

For mcre stories about Nevada's mining induscry: TNI MNG NV
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(-nldﬁeldss (SAS-T) mlll. in nearby
Stock Twp, The 4,492-gram (144-
oz.) bar was produced from low-
grade material shipped to the mill
at startup, together with some high-

Minable reserves now stand at
665,000 tonnes grading an average
12.9 grams gold per tonne, all above
the 250-metre level. At the time of
Exall’s feasibility study, the reserve
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r———

18 metres, grades ranged from 1.2
to 27.S grams, with intersections vp
to 10.2 metres wide. “We've almost

Sce GLIMMER, Page 3

Drilling expands Bulyanhulu resource

8Y ROB ROBERTSON

VANCOUVER — Deep drilling at the
Bulyanhulu gold project in north-
western Tanzania has intersected
gold minecralization some 300
metres beyond the previously
defined depth to nearly 1,100
metres below surface.

Sutton Resowrces (STT-v) has
three drill rigs working in an effort
to expand the resource of the Reef
1 system. The effort is part of a
US$2-million development pro-
gram dimed at advancing the pro-
ject 10 the final feasibility stage.

The company holds an 85% inter-

&F.*EI w f"'l-

i~ ‘Desert dirts’ all the rage in southwestern T

BY VIVIAN DANIELSON

AND JAMES WHYTE
In the mid-1980s, a junior company
touting a huge platinum resource
told potential investors that the US.
Bureau of Mines had “verified” the
presence of platinum at its property
in Arizona.

“Not true,” the Bureau said,

est in the project, with the balanes
held by the Tanzanian government.

Hole 288 encounterced a 1.6
metre true-width interval grading
24.8 grams gold per tonne at a ver-
tical depth of 1,082 metres. Prelimi-
nary results for two other deep
holes include a true width of 7.8
metres grading 8.7 grams at a verti-
cal depth of 905 mectres in hole 277,
and a 13-metre intercept at a depth
aof 943 metres in hole 310,

Results are not yet available [or
hole 310.

Sutton is in the process of going
underground on the Ree{ 1 system

though it did confirm that the com-
pany’s president had brought sam-
ples to its mineralogists for mineral
or metal identifications In response
to inquiries, the Bureau said it could
“neither prove nor disprove” Glob-
al Enerzy’s claim that it had a plat-
inum deposit, because it had no
information on the history of the

via a decline. The company has
moved 35 metres of overburden to
reach bedrock and expects to begin
portal excavation before May. The
underground development pro-
gram will farm the basis of a bank-
able Feasibility study, scheduled for
completion in early 1998.

In light of the latest drill results,
the company is considering sinking

a shaft prior 1o the delivery of the

feasibility study. Sutton is more
than adequately funded, with work-

ing capital of US$33.8 million.
The Bulyanhuly deposit is a
See SUTTON, Page 2

samples brought in by its president,
Richard Jensen. _
“None of his samples were raw
rock or ore” the Bureau wrole
“They all had undergone some
treatrnent or process in an allempt
to recover or concentrate the noble
metals. Most were bamren, but we
did find visible platinum in a few of

Delgratia resumes trading after assaying controversy

BY TED WORTHINGTON

LS VEGAS, NEV. — Shares of Del-
gratis Mining (DELGF-Q) have
resumed trading after a 3-week
halt related to coniroversy over
assay results from the company’s
Josh property, some 40 miles south
of here.

In late February, the company
released results [rom the first three

holes drilled on the property.
Resuls from a fourth hole (1,030 ft.
grading 0.063 oz. gold per ton),
released on March 19, pushed the
price of Delgratia shares to a high
of US$33.

At that point. however, concerns
were raised when it was leamned
that Delgratia had its assaying dane

by a lab which the company refused

to identify, with check assays per-
formed at other labs, which the
company also refused to identify.
Delgratia shares soon [ell to US516,
and, on March 21, regulators halted
trading for three weeks.

In an effort to reassure investors
and mining analysts, Delgratia
Chalxman Charles Ager led ana-
lysts on a tour of the Josh property.

See DELGRATIA, Page 6
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procedures apd errors on the part
of the Exchange's consultants,” and
is fighting the de-listing order.

Using two Naxes-approved
methods, combined with conven-
tional fire assay, Ledoux continues
to crank out gold grades of 0.01 to
04 oz. per ton, and Naxos has a drill
program planned for the next few
weeks at Franklin Lake.

International Platinum
In the cerly 1990s, a company, .

then known as International Plat-
inum, acquired clalms in Arizona
from vcndors (or lessors) Dale
Runyon and William Marston. The
claims were described as having
“potential for gold and platinum
group elements.”

i
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m Page 1

The group, which included The
Northern Miner, was shown a
fenced-off compound containing
the sample preparation facilities,
crushing room and a locked con-
tainer where rejects were stored.

Ager said he became aware of
the property in 1991 and was con-
vinced of its “economic potential™
after interviewing self-taught nesay-

. ery'in'the region. As geophysicist. be

was hesitant to provide a peolopical
interpretation of the propery, pre-
ferring rather “to let the facts speak
for themselves™

Ager told analysts that he spent
two years and US$5 million on met-
allurgical testing before establishing
a process {0 extract the pgold. He

[LA Mining Systems Ltd.
pleased to announce the
yening of new offices in

algary, Alberta, Canada

nd Brisbane, Australia, .. ,

1d those of their US and
African distributors.

:AD OFFICE
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CANADA

H2Z 1P3
(514) 8749917

(514) 874-4005
keting@aquilamst.com
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US Dixiritnnnr
Al Lehiman
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Tel: (403) 256-2820

Fax: (403) 256-281§
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said the g... cannot be recovered
using conveational panning and
gravity methods, because “the gold
particles are so small that they do
not respond to the density contrast,
but are more affected by their elec-
trical charge,”

The samples are taken from the

drill rig using a standard cyclone

and splitter. Delgratia takes 20-fi.
composite samples, a proccdure
which, Ager said, “cvens out the
histograms of the assay values.” The
samples are brought to the on-silc
sample preparation lab and then
sent (or assaying to Energy Interna-
tional in Phoenix, Ariz., which
works under an exclusive agree-
ment with Delgratia and has no
other client. Check assays were
later performed on selected sam-
ples at two local laboralories.

Not long after Delgratia resumed
trading, a news service reported
that the owner of Energy Interna-
tional, Robert Harlan Gunpison,
had been assaying without a licence
and was under investigation by the
Arizona Board of Registration (for

" assayers and geologists). Gunnison

was also convicted of felony fraud
relating to the sale of sceurities
when he was president of Arizona
Realty & Morigage Trust in 1978.
This blow to the credibility of the

faze investors Over the next sever-
«al days of trading, the share price of
Delgratia rose US$9 to the US§17
level, though it has since slipped to
about US$13.

Mining analysts are openly skep-
tical about Delgratia's assay results
and the potential of the property.
One analyst who toured the proper-
ty later told Bloomberg news ser-
vice that “if there ts gold there, I'd
Jike to know how it got there. Geo~
logically, it doesn’t make sense.”

Delgratia's interest in the Josh is
held through its 40% ownership
position in Nevada Gold, a private
company which holds tile to the
property. Delgratia is earning
another 30% interest in Nevada
Gold from Philgold Investments, a
private company 50%-owned by
Ager, in exchange for 3 million
shares of Delgratia and a work
commitment of US$15 million.
Through Philgold, Ager owns
another 51,000 acres of land sur-
rounding the Josh.
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gold per ton, are to be milled at the
River Gold mill near Wawa, Ont.,
during July and August 1997.
Another 11.000 tons will be milled
‘m December 1997, and plans call
for a further 20000 tons to be
mined and milled by mid-1998.

VIS R LoD

Assuming a gold price of 3470.

per oz, the ore milled in December
will result in a towal profit of $2.4
million for VenCan and River, and
the milling of Edwards ore in mid-
1998 will net $4 million. When
Edwazds ore is not being processed,

M VIR VNIGEnrt. RCoUUSLG

rock  main underground

To uate, underground chip sam-
pling at the Edwards mine yields an
overall, weighted average grade of
0.6 oz. gold per ton (uucut) across
an average width of 652 fi. The
atithmetic average of all under-
ground chip sample assays 10 date is
111 oz gold per ton. An indepen-
demt reserve report preparsd by
Gamah International in April esti-
mates an in i grade of 0.83 oz
gold per ton contained within the
first 61,500 tons of proven reserves.

DENVER - Shareholders of Del-
gratis Mming (DELGF-Q) are find-
ing more questians than answers
in a report examining recent
wosk av the company's Josh
property in Nevada,

The audit, performed by con-
sulting engineers Brian Mount-
ford and Morris Beartte, states
that no gold was detected from
samples assayed by reputable
laboratories and that the only
time the precious metal was
readily detected was when the
samples were assayed by Ener-
By Interpational. This unli-
censed laboratory, based. in
Phoenix, Ariz., is owned by
Robert Harlan Gunnison, who
was convicted of securities
fraud in 1978.

The report also raised con-
cerns about the em-
ployed by another lab, White
Technology of St. George, Utah,
Delgratia hed not previously dis-
closed that White Technology or
its priucipal, Merwin White, bad
assayed samples from the Josh
property. Merwin White has,
however, carried out assaying
work for another junior under
fire for misrepresenting assay

which has been sizpended from
trading by the Albenta Stock
Exchange

Three class-action lawsuits
have been launched against Del-
gratia and certain principals,
namely Charles Ager, president.
The lawsuits allege that Ager not
only handpicked the unlicensed
labs to assay samples from the
property but that he stood to
benefit financially from the fabri-
cated results as his family wust

Little light shed on
Delgratia salting scandal

‘tigated in the audit.

results, namely Naxos Resources,

owned the property vended to
Delgratia.

A man with many hats, Ager
also owned Cactus Mining, the
company exploring the Josh
property for Delgratia. Cactus
had its own assay lab and, in an
unusnal development, Mount-
ford and Beattie asked Cactus’
principal assayer, David Cama-
cho, to join its audit tearn after
swearing him *to secrecy™ As a
consequence, Camacho'’s role,
and that of Cactus Mining
(owmed by Ager), was not inves-

.~ Ager could not be reached fof -
comment.

Delgratia says it has retained
Behre Dolbear to conduct “such
additional programs as may be
neecessary, including a review of
existing data." in order 1o deter-
mine if the property should be
retained.

In other naws, the British
Columbia Sacurities Commission
(BCSC) filed a notice of hearing
against Ametican Technology
Exploration, a junior promoting
an unsubstantiated gold deposit
in Nevada. While the cornpany is
listed on the Bulletin Board in
the US,, its executive offices are
in British Columbia.

?'he company's president,
Philip Lieberman, is subject to
outstanding orders, issued by
the BCSC in March of 1994,
prohibiting him fram acting as
a director or officer of any
reporting issuer for a period of
eight years. The order was
issued as a vesult of “false and
misleading representations”
made by Lieberman concern-
ing a mineral property.
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tion in early 1 , is expected to
have an annual production rate of
80,000 oz and cash producton costs
below USS250 per oz. Rea started
commissioning the mill in the first

Kennecott inks
Mexican deal

DENVER — Kennecott Minerals
has signed a letter of intent with a
private company to develop a cop-
per mine in the central Mexican
state of Zacatecas .
According to terms of the deal,
Kennecott, a subsidiary of Rie
Tinto (RTP-N), would receive a 65%
interest in the Tayabua mine from
Minera Tayahua. The transaction is
still subject to a due diligence.
Should Kennecott decide to seal

the deal, the company would under- .

take a USS10-million exploration
program in order to identify addi-
tional mineralization required to
support a mine expansion to 10,000
tonnes par day.

The mine cumently produces
copper. lead and zinc concentrates
from two areobodies at a mining
rate of 2,000 tounes per day.

Proven and probable reserves at
the project, according to- Minera
Tayahua, stand at 40 million tonnes
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VANCOUVER —- Faced with conflict-
ing results from wench assaying at
the Stenpad property in Ghana.
Golden Rule Resources (GNU-T)
and subsidiary Hixon Gold
Resources (HGX-v) are investigat-
ing the possibility that their previ-
ously reported assay results were
artificially enhanced by selective
sampling or lampering.

Assays reported by the joint ven-
ture were significanty higher than
the results released in two recent
rcports completed by the Ghana
Minerals Commission and CME

owe &d2 IIrf

AL

Consulting, a Vancouver-basead 1irm
retained by the Commission.

On May 15, the Vancouver Siock
Exchange halted trading in Hixon,
which had previously closed at
$6.40. Golden Rule was halted in
Toronto on the same day but
resumed trading on May 16; the
issue plunged to $2.85 on May 20
from $7.40 on May 15.

In the autumn of 1996, the joint
venture reporied 100 metres grad-
ing 8.8 grams gold per tonne,
including 1235 metres of 27.5
grams gold, for the Agyakra trench 1

See GOLDEN RULE, Page 14

Delgratia stung by salting

BY TED WORTHINGTON
DENVER — Another scandal rocked
the mining industry this week as
Delgratia Mining (DELGF-Q) report-
ed that someone had tampered with
samples from its Josh propenty in
Nevada.

Situated south of Las Vegas, the
9.000-acre property has, in recent
months, been the focus of contro-

. .versy related to -the veracity of

assay results received from drilling.

Suspicions were raised when the
company first announced that it had
intcrcepted gold mineralization
over sizable widths in what turmned
out to be valley-fill gravels, an
unlikely geological source for such
high-grade intersections. Those sus-
picions proved to be justified after
an audit revealed evidencc that
samples from the drilling had been
tampered with.

The audit, conducted by Brian
Mountford and Morris Beattie. con-
cluded thal the Josh property con-
tained “insignificant gold.” IL also
noted that “any pgold detected
beyond background amounts was
introduced into the samples after
they had been collected at the drill.”

Charles Ager, president and

Attachment 1-2d
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chairman of Delgratia, agreed with
the statements but elaimed that his
company was “the victim of data
falsification.” He also said "the
company is taking steps 1o notify

Sce DELGRATIA, Page 14
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red several mineralized zones
hich have been correlated with
milar zones to the east. The 2ones
e substantially wider than those
wad at Fuller in the past. ranging
om 1 to 25 metres along the core.
orizontal widths are typically 2 to

metres, and grades rapge from 1
121 grams per tonne.

The deposit's Contact and
anging Wall (HW) zones have
roved the thickest. with one inter-
«ction in the former grading 5.6
'ams gold per tonne over 21.3
ietres (6.2 metres horizantal) plus
a additional 4.1 grams aver 10.8
etres (4.6 metres horizontal). In
i« HW zone, a 25.6-metre inter-
:ction graded 4.5 grams.

Some higher-grade intersections
ave also been encountered.
icluding 21.9 grams over a 3.4-
ictre core length and 4.6 grams
ver 2.8 metres,

Induced-polarization (IP) sur-
eys half a kilometre north of the
¢posit revealed several charge-
blc zones that have since been
ripped and water-washed. One [P
arvey detected three surface
ones of disseminated sulphides
bout 6 to 3 metres widc. Drilling

n the downdip extension-of the .

stface zones is planned for the
nd of May.

rom Page |

:ompared with 100 metres of 6.78
rams reported by the Minerals
‘ommission) and 13.6 metres of 16
-ams gold at trench 2 (compared
ith 429 grams reported by the
ommission).

At Seidu trench 2, the Minerals
ommission results were 16 merres
7 1.29 grams, compared with the
int venture’s 14.3 metres of 7.3
-ams gold. At trench 3. the
ommission reported 96 metres
‘ading 3.54 grams. compared with
£ joint venture's earlier results of
».3 metres of 16 grams gold.

The assay results in CME
onsulting’s report, carried out at
'0 separate labs, also were signifi-
ntly lower than those obtained by

nder

:SSOR

1

Delgmﬂa stung by salting

From Page 1

law enforcement authorities,”
though exactly which authorities
was not made clear.

While some press reports suggest
that Delgratia knows who did the
tampering, this information has not
been made public. The company
could not be reached for further
comment

The National Association of
Sccuritics Dealers Automated
Quotation (NASDAQ) haled
trading on the issuc.on May 19 and
summoned company personnel to
Washingtdn. D.C.. t0 meet with the
listings qualifications panel. The
cxchange had halted trading of the
compuny previously. (rom March
20 o April 11, after the stock lost
half its value on March 19. The
company offered no 2xplanation as
to why the value of the stock had
plummeted.

Before the “no gold™ announce-
ment, a class-action suit had been
filed against Delgratia charging cer-
tain of its officers and directors with
having violated federal securities
laws. Filed in U.S. District Court, the
suit alleges that the defendants.
including Ager, made false and mis-

leading statemants nbout the Josh'

property.

Ager may have tmubl-s convine-

ing the plantiffs that he was “the

Golden Rule

the joint venture.

CME reported 99 metres of 3.75
grams gold from Agyakra trench 1
at its first lab, and 5.78 grams at its
second lab, From Agyakra trench 2,
CME reported 14 melres grading
0.29 gram at the first lab and 034
gram at the second.

From Scidu trench. 2. CME
reported 16 metres grading 3.65
grams gold from lab 1 and 1.86
grams from lab 2, At trenich 3. the
results were 96 metres of 0.42 gram
from lab 1 and 0.41 gram from lab 2.

Calls to Golden Rule and
Hixon's Calgary offices were not
returned. But, in a conference call
with analysts, Golden Rule
President Cllan Harmer enird “eolor

This assembly Itne of crock pots part of Delgratia’s sample preparation
facilities on the Josh property in Nevada, is a sight not lypically seen at
a mineral explaration praject, While an audit has shawn that Delgratia’s
samples were salted, it is not known if this tock place before, during, or
after the “cooking” process.

‘vietim of data [falsification.” The

lawsuit alleges that Ager controlled
the company that was conducting
exploration on the Josh property

: and had personally selected. as the

project’s assaver. “a person who
was a long-time ‘business associate,

. a convicted securitieés fraudster and

[that] neither a licenced nor [an]
independent outside lab [was

nation for the variance. "Did the
Ghanaian geologist waat to kesp us
happy by putting a whole bunch of
quartz that he knew ran [with gold]
into our original samples?” he
asked. “That is a probability or a
possibility. I just don't know.”

In a statement. Golden Rule and
Hixon said they had passed both
sets of results to Associated Mining
Consultants, with “a mandate to
audit sampling and assay proce-|
dures and the *chain of custody’ of
the initial drill cores™ A repor is

Phatetw Tin Newlivan LSinae

used].” Several analysts visited the
lab in question and noted a promi-
nently displaved siga stating that it
was “not a registered or accredited
assaying lab™ -

The statement of claim Further
alleges that Ager “held a substantial

undisclosed econamic “interest in. . -

the success of the Josh project,™

The plaintilfs ‘seek’' to recover
damages on behalf of purchasers of
the stock during the period
between Nov. 18. 1996.and April 11
of this year.

The share pric: rose steadily to a
high of USS$34.75, only to plummet
to USSI6 on March 20, 1997.
Trading was halted for three weeks
following the price crash.

When trading resumed on April
L1, the sharc price fell to USS8 on
heavy trading. During that week, a
news service reported that the com-
pany *$ agsayer was under investiga-
tion by the Arizona board of tech-
nical registration. However. by
April 13, the share price had closed

expected by mid-June. : up US36 to USS17.50 per sharc. The
Golden Rule is operator at the shares were trading at USSI2
6.938-ha concession. which is in the  before the salting disclosure.
Asankranga district of the West
African natinn and reraine 2 £f)
Attachment 1-2e -
Ncrthern Miner coverage of Delgratia Project -
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RE” J 403793%PL MY 8 1 ATACASTLE HINING INC 403793 : 471671
NH 3 903794%PL ANl # 2 403793 ; 4/1671987 0000 9/27/1989
MW 3 403795*PL  AM] & 3 403793 s 4/16/1987 0000  9/27/1989
NH 3 L03796%PL  AH] & 4 303793 H 371671987 40 27715857
NH 3 403797=PL AHMI 8 S 403793 : 4/16/1987 0000 9/27/1889%
NE 3 403798%PL _-AML # & 403793 H §/16/1987 00080 9/27/1989
“RH | 403799%PL ARl ¥ 7 Z03793 H 471671987 0000 972771989 |
HH 3 403800"PL AMI 8 B 403793 ; 471671987 0000 9/27/1989
[ 3 403801%PL _AMI 9 9 403793 : 4/16/1987 0000 9/27/1389
RH 3 403802%PL  ART 3710 403791 ; 471671987 0000 972771389
SE 3 403803%PL  AN] 8 1) 403793 : §/1671987 oono 9/2771989
Sy 3 403304%PL__ AMI 8 12 403793 H 6/15/1987 9/27/1389
SH 3 463805% T3 713 203793 : 4/16/1337_’6066——9 355
SH 3 403806%PL  AMI # 14 403793 ; 471671987 0000 9/27/1989
SW 3 403807%PL _ AMI % 15 403793 : 4716/1987 0000 9/27/1589
SE 3 403808%PL AW ¥ 16 403793 H 371671 [] 9857
SH 3 403809%PL  AMI 8 17 403793 ; 4/1671987 0000 9/27/1989
SH 3 4038109PL___ AMI % 18 403793 H 4/16/1987 0000  9/27/1989
SH k| 40381TWPL & 403793 H %7167 [] 985
SH 3 4038)2%PL  ANI 8 20 403793 ; 471671987 0000 972771989
NE 3 §11835%PL  SNAP & 1§ NORTH JORDAN 611835 9/20/1990 0000 5/26/1993
] aa— I6WpL SHAP & 2 511835 9 60 2671987 ]
sz 3 611837%PL  SNAP a 3 611835 8/20/1230 0000 5/26/1993
3 611838nPL _ SNAP % 611835 9/20/1990 0000  5/26/1993
sz——z—"smw-ﬂs‘—sumrﬁrrmr: 511835 972077990 1994 970171994
3 624608 MS  ART MILLSITE & 1 KNIGHT ROUNDY MINING 624608 031;644 3/06/1391 0000 9/01/1993
u: 3 624609 MS _ ART HILLSITE & 2 524608 031;645 370671991 0000 9/01/1993
NT 3 624610 M5 ART MILLSITE W T 624608 031646 370671981 0000970171993
HE 3 624613 HS  ART HILLSITE ¢ 4 524608 031;647 370671991 0000 9/01/1993
o SE 3 624B6l2 M5 ART MILLSITE M ¢ , o 624608 031;648 3/u511951__oooo 970171993
g I 676799°HS T GOLD CITY. — CARTER JACK K 676798 2719718837 T98g T
St 3 6779381 HS  PAN WOALD PAN NORLD MINS INTL 677981 2/13/1993 1993  5/07/1994
SE 1 6823158HS  ARENA MILL SITE ) cmugou ntxpmc 682294 9/G2/1993 1999

ALL IMFORMATION RECEIVED IN THIS OFFICE MAY NOT YLT BL LISTED ON THIS REPORT, NAMES AND ADDRESSES ARE EHT[R[D RS
THCV APPEAR ON THE LOCATION NOTICE OR ARE ABBREVIATED 70 FIT LINITED SPACE; THEREFORE THEY RMAY NOT APPEAR IN THE EXPECTEOD SEQUENCE.
& BLAMK LATEST ASSCSSHENT YCAR IN THIS ACPORT DOLS NOT--CONSTITUTE AN ABAHOON

HINCOR INC
GEOSEARCH THC

ED CLATH.

» AFTER S/N INDICATES LAND STATUS CHECKED.

€Z0SL¥9 20L T XVd 90:91 ANL 66/02/.0
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| 23 S 63 E 14 SE L 17
prpnoT r\ATr: FEQ ,Q_ )Mq UMITED CTATER PCDADTMEMT AC TUC 1“‘!’(9!?0 RAfC Ml MA:'!
[ ADHINISTRATIVE STATE: NEVADA BUREAU™OF "LAND MANARGEMENT PCN: LT892PPI
GEOGRAPHIC INDEX MERIDIAN: MOUHT DIABLO
ALL CLATHS
- -LEGAL DESCRIPTION- - GEQ BLM SERIAL CASE : 170 COUHTY LOCATION LATEST CASE
TRNSHP RARGE SEC SUBDV CTY DIST KO. TYPE CUATH NAWE/NURBER CLATHANTTS) £ BOOK;PAG £ ASSHT-Y 3
23S B3I E 14 SE 3 5 682316%MS  ARENA MILL SITE 2 CARLKODD DEV INC 682294 9/02/1993 1999
T CRESCENT CORP
CAMEL INC
) BROADHAY ENTPR INC
PILOT PUANT INC
GEOTECH MIN INC
MINCOR INC
GEOSEARCH THNC
HH 3 704377 PL H1JD 16 HATHESON PATRICK B 704377 970171996 1995 8/01/19%5
MATHESON MICHAEL I
ANDERSON HITHAEL D
oo DROZD FARRELL
HH 3 735192#L0  MIJD 18 A" PASS MINCRALS INC 735192 3/15/1996 1999
HH 3 ~735193#[D HIJO 16 @ j 735152 371571885 1999
SH 3 735562°L0 HIJO 17 A KIMINCO INC 735562 4/02/7199 1999
SH 3 73556370  MIJO 17 8B 735562 4/02/1996 1999
T SH 3 1:4414 [0 RAIRBOH & 73 CRASSHETER JOAR L 1144 ; 0471955 19 7198]
H2 3 114415 LD  SKYLINE ' 114405 47;0 170371955 1979 8/07/1981
SH 3 114416 LD SKYLINE 8 1 114405 3430 170371955 1979 8s67/1981
SH 3 “TI%417 LD SKYLINE ¥ 2 114405 47:8 170371955 1379 870771341 ]
SH 3 114419 LD  RAINBOW 8. 4~ 114405 47;0 170371955 1979 870771981
SH 3 196814%LD RAINBOR 8 3-- 196806 1395;0 5/017/1981 1996  8/01/1996
SN T 19 ] T 4 196806 1395, i:1]
H2 3 196816 LD  SKYLINE - : 196806 1395;0 570171981 1996 9/01/19%6
SH 3 196817 LD SKYLINE & -1 196806 1395;0 5$/91/1981 1996 9/01/1996
SH J 1968180 SKYLTHE & 2 196806 1395;0 S7T0I71981 1996 970171996 |
H2 k| 196819 LD SKYLINE &y 3 196806 1395;0 570171981 1983 8/04/1982
K 3 777570%(D  RAINBOW 83 777569 B8/26/1997 1998 -
SH™ J “777STINL0 RATHBON #4", 777569 872671937 19
SH 3 7775729L0  SKYLINE . 777569 8/26/1997 1998
SH_ 3 7775732LD  SKYLINE w1 777569 8/26/1997 1998 .
SH T 7775740 SKYLIKE 82 1771569 872671997 1598 -
17 SE 3 114405 MS  MJLL SITE 1164405 170571955 1979 8/07/1981
_SE 3 114414 LD _ RAINBOH ¥ 3 114405 34;0 170471955 1979 8/07/198}
SE 3 196814vLD  RATNBOW & 3 196806 1395, 0 S/3T71981 1996 870171996
K 3 198729 M5  RAINBOW MILL SITE 196806 1395:0 570171981 1992 8/31/1993
NH 3 529709 PL_ DLUTCHMAN % 2] JOLMAN RONALD L 529689 9/12/1988 0000 10/22/1990
j TOLHAN ERIC O
TOLMAR RONALD PAUL
o ) ) TCLEMAN HOLLY C
T T e TOLHAN TEO R
TOLHAN JRENE M
v ) HYENER_GARY
- HIENER SUSAN
s = DISCLOSURL® » ALL INFORMATION RECEIVLD IN THIS OFFICL MAY NOT YET BE LISTED ON TH1S REPORT, NAMES AND ACDRESSLS ARL ENTERED AS
THEY APPLAR ON THL LOCATIOM NOTICE OR ARE ABBREVIATED TO FIT LIMITED SPACE; THEREFORE THEY MAY NOT APPEAR IN THE EXPECTED SEQUENCE.
A BLANK LATEST ASSESSHENT YEAR IN THIS REPORT 00CS NOT CONSTITUTL AN ABANDONED CLAIM. W AFTER S/N INDICATES LAND STATUS CHECKED.

£205.¥9 20. T YVd 80:9T HNL 66,/02/L0
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CERTIFICATE 4F LOCATION OF PLACER JINING CLAIM

it MA {Preptived by the Nevadn Buresu of Mines and Geoleny, and - .
R’ F"u{,;:é 7 Approved by Alloraey Gumeral of Navoda, Augint 1971} HEVAUA
TO ALL WHOM IT MAY CONCERN: . . HNC 2935490

The #sned hereby cactifies (cercify) vhat he (she. théy) hes (have) locaced

thie Placer Hiping Claim in Secclon __J2F __ , T;mehip
Range « in the; Antne Diatrice, 10 g&cm&nw. in the
Scate of Navada, on the ay o %ﬁ ., 19

The q-u(u) and poat ofl(ipe addresa{nsa)*of the locator(a) 1a (are) (plemas print):

1-4:“&1:“& Jz. 3200 B, fsaact A2 -lanVegaa lev. 0110
Nawe) Post Office Address

2.Backi M. Vincent . 200 E, Stewart #2903 las Veeas Hev, B9110
3. fick J. Vinocent Sr. 200 M, Pecos #1280 las Vegas, ley, R913iD
4. Vizginie Vincont 200 N, Pacoa #1280 las_vegee, MNav. é910
5.XThcmas Abadie Jy, 3700 &, Stowart £293 Las Vegas, Nev, 69110
6.Yvanne V. Brai 3613 Bdenborn Metairis le. 70002

7.luther Hendrickson 1200 N. lomb #186 laa Vegss, Hev. B9110
8.Thelss T, WO Kinney __ 1200 b, Lanb #186 Lao Vegms, Mev, BS110

The nuxber of ocres claimed ia . .,

The location mopument gtands at a point on the north boundary of cthe clata.

The area ciained consiats of (apecify parta of Section, Township and Range {F
elaim 13 taken by legal subdivisions of the Public ‘Land Surveys). .

Sech 1y 7238 WPEI & -~
XY Sosd AF NMNE sorner of Clainm

The acea clatmed consists of the srea shovn on the claim map that So filed hezewith, '
and the location point and boundarics af the claim have been sasked on the ground as pro=

wided by NRS $17.030. ‘ A

The locacion vwork consiated of making s claim map es.provided dn NRS 517.3100. Two ..
copies af thic claip map have beein Filod with the _ Clark - County Recorder. end the $1.
per acre piacer eloim flling fac, totalling § has been paid to the Councy Recordey

Dated thin /. day of »_JP2C - , 19832
~ Zhsonca Abedis s '

Thomas Abadie Jz. >

P
T
2

-

. Ane { ‘o ‘.ﬂl"ll‘&“‘
Hote 1: Two copien of this certificate and tweo R4 l-:"'l Wi FF
coples of tha clsim map suat be filed, and the WEWAT
appropriate filing fee must be patd, within 90 e “EG‘Z""%S
days sfrer daco of podting Notica of Lacatids, s
Nage 2: “Bvery person who wilifully and know= . ) .Ms-n\'rﬁo.‘ﬂce
ingly paken s falas matarial statement :n :h: \.zv-: AT 1
lecation certificate or on any wmap sEquired by . f
this chapter shall be gutlty of s felony, and Recorder's Stsmp
upoh eonviccion thereof ahall be tmprisoned n ' a
the atate prison for not lass thsn ) yeats nor s AR LUVNT L HLTAUA
mare cthap 10 years.” NRS 512,300, Subsaction 2. JOAN L. wn‘ﬂ.mgguen
Hote 3t e clnis nap of this claim 15 €lled RLCOADEL LTREQUCSTON
in the EM'COMEY Recorder'sa 0!!:;: as

R . {may ba Filled in .
e acator) Dec 16 | 24 PH°83
The above e].s.tn lgg.:.ad é:td clalaed forg FEED?WWLMRE% ; T
~ Vol X < Anne THETAUMENT
Eg‘n. u’t.-;{als Las Vﬂl;:;. Nevf. 89110 A R
: LY 3 V) Q\QBI N ’Pﬂ -7_7.5‘(;/

Attachment 2-2a

Location Notice for Mijo 16, NMC 293590



CERTIFICATE GF LOCATION OF PLACER'.AINING CLAIM

MINING MAP (Prepured by the Navads Rureau of Mimes and Guelagy, ond .
Filo =’ méé— Approved by Atlerney Genersl of Nevede, Augos ugn , NEVABA
TO ALL WHOM LT MAY CONCEDN ,
g : ~NHC 283591

gned hexeby cervifiea (certify) that he (she, they) has (nave) lecacad
tha Placar Mining Claim in Section Vi 4 » Tpmabip 2 é o> R
Rengse , in :lu-dilgg‘?gmtn; Districe, County, 12 tha

in
Scate of Navada, on the | /¥ _dsy o %‘ v 19
The nams(a) and paat offipe addresa(en) Of the locaccr{s) im (ace) (please priat):

1M§-m.tx_ 2000 £ Sz 4201 las Yacas Ney. 42110

ame)

2. Becky N, Vinoent 1200 &, Stewaxs #29) laz Vegas Ney, 89140
3. Bick J. Vincent Sr. 200 N, | Ne

» Yirginia Vincent 200 N, Pecos #1 v Wev. 85110

5. Thomas Atadie Jr, 2700 B, Steuart #293 las Vegas, Mev, 89110
6.Yvonne ¥, Brai i An Arie,la 002

7.luther Hepdrickeop _ 1200 W, Lasd #186 Las Vegao, Nev. 89110
8.Thalma I. WC Kinmey __. 1200 U, Lanb #186 Lag Vagas, Nev. 89110

The aunber of scras claimed s tz’e . -

The location monument stands ak 8 point on the north baundery of the clain.

The arves claiwmed consists of (apetify parts of Section, Township and Range LE
ciatn {3 tsken by legal subdivisions of the Publie Lawnd Surveys).

St/ Y% Sechd sy 7238  RE3 £ -
WX Lagd _.4-/ NE  Qorner of o/alsn

The staa clalwmed conaists of the area ghoim on the claim wap that 35 filed herewith,
snd the location point and boundaries af ths claim hava betn marked on the ground as pro-
vided by N¥S 517,030, _ : ’

The loecation work coneisted of making 8 claim map @8 provided in NRS: 517.100. Twe
sopies of this claim msp have baan ‘filed with the _ Clark County Recotder, and tha §).
Tipde mexs placér clatw Filing fee, totalling § . .- i . has hgen.paid to the County Recopder .

_Bay v e, y 19829

Thomas Abajie Jr. %

aceny . Tnney /
El_ef_y Two copies of thic cerri{izate and tuwo werEn ot
copiax of the clsis map eust be filed, and the Muar ¢ LAt Z:‘:Egce
spprupriate (1ling foa wust be paid, within 90 . . WEVAL
days after date of ponting Notice of Location. an ECZ"\%?'
Rote 3¢ “Every permon vho willfully and know- o X

ingly makee a false material statemant oo the ‘ ' - "
leestion cerxificats oy en any map raquizad by ilal;l' éi"ﬁ-‘--éﬁlﬁﬁ
this chapter ghall ba gullty vE a felony, and e¥de

upon convietion thavecf shall be imprisonad in
the state prison for not leas then J years nor : ‘ Lmhr, Lateh ] Y KEVALG
eare then 10 years." NRS 517.]00, Sulbsection 2. 40 IWIFT A

Wote 3: The claip map of this clain is filed

in the ﬁ_nnunty Recorder's o:{;:edn:
. {may b ed in .

by Toeatar) —— {nay be Dic 16 | 27PH 83

F
my S o i
e 3 {1
1200 Ne. Lugb 186 las Vegas, Nev, B9110 1 o4 ﬂ IMENT
e i R } pﬂ 9 9 ‘4-7

Attachment 2-2b

Location Notice for Mijo 17, NMC 293591



opLocarion

CERTIVICATE GF LOCATION

LODE XINING CLAIM NMC7351§2

PO ALL WHOM IT MAY COMCERR:

The undsrsigned hereby certifies that she has caused
o be locatad the MIJO 16 “A% LODE WINING CLAIM in the
following quarter section:

174 secrion TOWNSHIP RARGE  MERIDIAN
N 14 23 8 638 MDM

21581

in Clark County, Navada, on the 15th day of March, 1996.
PSS rtimnameted srve.
Name and mailing Co Pormen marriesio) AT
address of locator is: 2215 Lucerme Circle,
. Henderaon, Nev 895014

The Claiw is approxinately 1300 feet long and 600 feat wide,
such that 1450 faeet are claimed in a East diraction and 50
feet in a Wast direction from tha point of discavery
{monumant of location), at which the Wotice of Lacation vas
posted, together with 300 feet on each side of the monument
of location apnd center lina of the Claim. " The general course
of the lode or vein is from the West tau the EBast direction.

NI AIVES Y

¢ ha JEGRHYS
R

2

The number, location and markings on each corner’
monument are as follows:
LOCATION MARRINGS (METAL TAGS) DESCRIPZION .

No. 1 NW Corner NW CORNER MIJO 16 A 2¥X24X5* WOODEN
2 NR " NE " n " = LI B L]
3 SE " BE » " R [ 4 ] v nw [ ] L]
4. SW n BW L] [ L] [ " W 1} " "

gl
E

sszg

Ao erected on the ground, each corner monument is marked as
described abave by metal tags.

The work of location consisted of making a claim nap as
provided ip WRS 517.00.

Dated this 15th day of ‘March, 1996
SRNRNLEGVRARANARSSANGINPION

SICH OF LOCATOR: : * RECORDERS STAMP
-
By: * ) NEVAD,
. prss PERLS TR
RECEIVED - 83-18-96_ 1513 I 1
Buyr. of Land Managamar.l . BOOIC 96@3\D oy O1330
300 ’ Fee: 9,50 ™ .
X% WR 20 96 - At WX K
NEVADA STATE QFFICE
ARENQ, NEVADA
Attachment 2-2¢

Location Notice for Mijo 16A NMC 735192



| LOLOC ATIEY)

LODE MINING CLAIN NMC735193
70 ALL NHOM IT MAX CONCERN: :
The undersigned haraeby certifies that she hes caused

to be located the MIJO 16 "B'' LODER MINING CLAIM ip the
following quarter section:

174 SECTION TOWNSHIP RANGR MERIDIAN
N 14 23 s 63E MDM

in Clark County, Nevada, on tha 15th day of March, 1995,
% BAES o1 /eIt S s

Name and mailing AATS T SV BCEN T

addresz of locator is: 2215 Lucerne Circle,

Henderson, Nev 89014

The Claim is approximately 1500 feet long and 600 feet wide,
such that 1450 feet are claimed in a Bast direction and 50
feet in a West direction from the point of discovery
{(monument of location), at which the Natice of Location was
posted, together with 300 feet on each side of the monument
of location and center line of the Claim. Ths gmneral course
of the lode or vein is from the West to the East direction,

The number, location and markings on each corner
nonument are as follows:

LOCATION NARKINGS (METAL TAGS) DEGCRIPTION
§o. 1 NV Cormer KW CORNER NIJO 16 B  2YX2"X5*® WOOGDEN POST
2 NE " NE » " L] L4 = L] L] n v on
3 sz L] SB o L ” L] L u L] n " o n
&. sw L W " [ ] w " L. " n no#n
' N |
A& erected on the ground, each’ corner monument is marked as L -
described above by matal tags. . n .
The work of location consisted of making a claim map as . —_
Dated this. 15th day of March, 1996 , o . =
R § ) kOGRS W URIRENRNRINNANBENARR
; <% AROORDERS STAMP [ SR R
» GLARK COUNTY, NEV.
- - J“g'géiobn VANDEVEH.NREEOAgADER““ <
: Phag Nlmgﬂn}ﬂéﬂﬁ."um"ﬁ
N | 93-18-9%_ )Sa13 1
» BOOK: mﬂa INST olass " R
ree oo, % 80 s =
CERT LOCATIEN " 16 = o
s LR X T
3 4
5 g
0o 2
- m
- 2
coa 'RECEWED - -
ST e o Bux. of Land Management
990
90 W 20 96
NEVADA STATE OFFICE
RENO, NEVADA
'}

Attachment 2-2d

Location Notice for Mijo 168, NMC 735193



N A R
N.MC HEVADA SVATSE CFFIc:

735562 96 APR <5 AM|Ji Y

NL7355692 Ccesmiricazs or ocaTIon

LODE MINING CILAIM

TO ALL WHOM IT MAY COMCERN:
The undersigned hereby certifies that she has caused

to be located the MIJO 17 "A* LODE MINING CLAIM in the
fallowing quarter section:

1/4 SECTION  TOWNSHIP RANGE MERIDIAN
sw 14 ‘.23 8 63E NDM
in Clark County, Nevada, on the 2nd day of April, 1996.

Mane and mailing

KIMINCO INC.,
address of locator is:

2215 Lucerne Circle,
Henderson, Nev 89014

The Claim is approximately 1500 fest long and 6500 feet wide,
such that 1450 feet ara claimed in a Rast direction and 50
feet in a wast direction f£rom the point of discovery
(monument of location), at which the Notice of Location was
posted, together with 300 feet on each aide of the monument
of loecation and center line of the Claim. The general course
of the lode or vein is from the West to the East direction.

The number, location and markings on each corner
nonument are as f£ollows: )

LOCATION MARRINGS (METAL TAQS) DBSQ!IP?I“
No. 1 NW Cormer NW CORNER MIJO 17 A  2%X2%X5' WOODEN POST
2 NB " NE " " " n oW ou on nowon
.3 - 8SE " L .8B || R 1) "no.n ‘W e ow o m L Tewmw
4. SW " sw w " n " n w0 "o

As eracted on the ground, each corner monument is marked as

descxribed above metal tags.

The work of location consisted of making a claim map as

provided in WRS 517.00.

Dated this 2nd day of April 1996 .
WERARRERUBERRABERR TR RNk

RECORDERS STAMP

RECEIVED
Bur. of Land Management

3 WBR 05 96

NEVADA STATE OFFICE
RENO, NEVADA

DT A ANV, VADA e
RECORDED AT REQUEST OF;
KIMINCD INC

84-02-96 11:41 DBl -
BOOK: 560432 INST 21118 '

FEE:

L3R R IR B BB B

9.50 mpn .08 .
CERT LOCATION. MM @69 2355°

CONFORMED COPY-MAS HOY BEEN COUPARED 10 Tk ORIGINAL

Attachment 2-2e

Location Notice for Mijo 17A, NMC 735562



RECEIVED
Bur. of Land Management

CERTIFICATE OF LOCATION ﬂ,a_ MR 05 95

LODE MINING CLAIN
WEVADA STATE OFFICE

TO ALL WHOM IT MAY CONCERNM: RENO. NEVADA

The undersigned hereby certifies that she has caused
to be located the MIJO 17 "B"” LODE MINING CLAIM in the
following quarter section:

1/4 SECTION TONNSHIP RANGE NMERIDIAN
sw 14 ' 23 8 63k MDM
in Clark County, Mevada, on the 2nd day of April, 1896.

Name and mailing KIMINCO INC.,
addrese of locator is: 2215 Lucerne .Circle,
Henderson, Nev 89014

The Claim is approzimately 1500 feet long and 600 feet wide,
such that 1450 feet are claimed in a Fast direction and 50
feet in a Wemt direction from the point of discovery
(monunent of location}), at which the Notice of Location was
posted, together with 300 feet on each side of the monument
of location and center line of the Claim. The general course
of the lode or vein is from the West to the East direction.

The number, location and markings on sach corner
monument are as fallowa:

LOCATION HARRINGS (mu. TAGS) DESCRIPTION
No. 1 NW Corner NW CORNER H"IJO 172 B. 2uX28X5’ WOODEN POST
. 2 BE " NE " R wm B ] " 1] [ || “ v
-3 8B " gE M A W R WM om B W SEeww
&. Sw H 8w n L LI J LI R .an w

As erected on the ground, each corner mopument is marked as
described above by metal tags.

The work of location consisted of making a claim map as
provided in NRS §17.00.

Dated this 2nd day of April, 1996

Wk hehd R hARBER P ARETR NN

SIGNA OF LOCATOR: * RECORDERS STAMP
*
By: e
- DEBRA MATHESON, A .
) CLARK COUNTY, NEVADA
» JUDITH A. VANDEVER, RECORDER
L

RECORDED AT REQUEST OF:

mq‘35563 KIMINCD INC

, , 0A-82-96 11:41 DRI -
Tl G- ddY9a : £9G5GEL BOOK: 96042 INST. aiite
L o g FEE: 9.5 RPTT .08 -
31440 H_LL!Y._}'.SFHG*.‘A,H TWY conporn BE LOEATION % 953 20Ed

Attachment 2-1f

Location Notice for Mijo 178, NMC 735563
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Ariz. assaylst in Nev. gold strike’:
was convicted of fraud in 1978 w

By David Evans
Bloomberg Newe

SEARCHLIGHT, Nev. — Del-
gratia Mining Corp. based its claim
that it made a big gold discovery in
Nevada on lnbomn:ry tasts con-
ducted by an unlicensed gold
assayer in Arizona who was con-
victed of securities fraud in 1978,

Delgratia described the assayer in
a news release Thursday only as
“an outside, independent Jab."

But two consulting mining engi-
neers hired by Delgrulm last month
to monitor its operations said the
testing was conducted by Rabert
Harlan Gunnison in Phoenix.

They said the testing took place
ar Eneray Imernnuonal a small lab
owned by Gunniso.

The engineers, Brian Mounttord
and Morris Beattie, cach said he
wasn’t awarc of Gunnisons felony
conviction until contacted by
Bloomberg on Thursday night. The
revelation raised questions about
the veracity of the testing and

_sparked speculation that the ore that

was tesred might have contained
pold that wasn't there when it was
mined,

“That makes one hell of a
diffecence," Mountford said. ~All
the samples we checked were in his
lab at one ume or another. We don't
know whether it's been salted or
not.”

Delgratin, which is based in
Vancouver, British Columbia, used

. Gunnison as {ts independent assayer

to test samples from the first four
drill holes at its Josh Project near
Suvarchlight.

The company's shares lost half
their value in trading Friday. slip-
ping 8 to close at 8. With 15 mil-
lion shares outstanding, according
‘0 the company. Fridays decline

~resented a loss of $120 million

=~arket value,

The shares had’

been suspended for three wecks.

Gunpison isn't a licensed assayer,
according to the Arizona Board of
Technical Regulation. The board
licenses assayers who analyze ore
to determine the quality of the gold
present. To conduct an independent
assay of ore without a license is a
misdemeanor in Arizona.

. *\Ve are a private laboratory, We

work on a confract basis for
(Delgratia President) Chuck
(Ager),” Gunnisoa said. "I've been
doing this for 20 years.”

He said he began assaying while
he was in the mortgaue business.
Gunnison declined to comment
when asked abour his conviction.

Gunnison’s Energy International
lab displays a sign saying, “We are
not a registered or accredited assay-
ing lab,” accordmg to Ager and
Mountford.

“Dr. Ager was surpnsed." Del-
gratia _spokeswoman Paula  Toti
said. “This is absolutely the first
he's heard of it (the fraud convic-
tiort). If this is true, we say it daes
not affect the quality of the work,
but ‘cermainly . does: -affect . pubhc
perception, and that is unaccept-
able.”

It was positive rest results from
Gunnison. reported by Delgratia on
Feb. 28 and March 19, that sent the
company’s shares soaring from 15%
on Feb. 28 to 34% an March 20.

The stock plunged over the next
two days after a Nevada mining
official said he was skeptical of 2
company claim of 2 $ million-
ounce gold reserve at Josh Project,
which is on 9,000 acres near
Searchlight. The company later said
that claim Wwas premature.

It was also reported that Delgra-
tia hadn"t disclosed that it bought
its interest in Josh from a company
haif-owned by a family trust of
Ager, a geologist and geophysicist.

- -—
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eluratia made thar disclosure aﬂer
the story.

A.zer disclaims any benehcml
intcrest in the trust, explaining that,.
it benefits only his wife and lhre:-
children. He denies any conflice ot '
mleresl.

Late Thursday, Dulgratia released
the results of assays from rwo.
licensed labs in Tucson that con:
firmead Gunnison's tests on Hole 4
and found even higher levels of
gold in samples taken from Hole 5.1

*Ir's got a smell to it,” said 'the
Jacobs of Jacobs Assay office in-
Tucson, who said he received hig ;
first samples from Delgratia of;
Aprit 1. ~The numbers are too
damn good This would be a rna_;or .
project

Delgratia also said 20 random’.
ore samples taken from the Phoenix '
lab were sent by Delgratias new
consulting engineers to an indé-
pendent Tab In Vancouver, which*
conlirmed Guanison's results. N

- However, all the samples tested.
at the labs in Tucson and Vnncouo'

ver were preparcd ar Gunmson's

lab. ,

Consulting ungmcer Moumford
said Gunnison worked with Ager
for five years on the Josh Pro_]ect. v

“The faoct that he's a felon
doesn’t help their case one’ bit,%
Beartie said, "It's not a good thmg.
abviously.”

fn the 1970s, Gunnison was™
president of Arizona Realty and.
Mortgage Trust. In 1978, he was;
convicted by a state court in Tueson -
of fraud in the sale of securities. I
1979, the Arizona Court of Appeals,.
upheld the conviction.

~Appellant (Gunnison) knew .
that untrue and misleading stzte-
ments would be made to the buyers:,
of these mortgages,” the court held.
In 1980, the Arizona Supreme:
Court upheld the conviction. v

\

2
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Arizona Republic coverage of mining activities
of Robert Harlan Gunnison.
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Bands of con men are suspected of
using depleted gold and sliver mining
claims in Arizona to englineer a series
of massive investment swindles that
may be internatinnal In scope, accord-
ing to Arizona law enforcement
Sources-

The alleged frauds could rua into
the hundreds of millions of dollars,
said Lt. Duane Kingsbury, head of the
special investigations dlvision of the
Yavapai County sherifl's olfice.

Thus [ar, Kingsbury said, three men
have been arrested in connection with
the swindles.

Corporations formed by swindlers
for the sole purpose of solicitinig in-
vesuments st mining ¢laimy a.aong
their sssets, Kingsbury said. Financisl
statzments of the corporations at-
tribute tremendously inflated values
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ment of Public Safety,
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It S many of the claims will be used as a 4

—r———
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- j mining operations In Arizony, Nevada
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on 11 felony counts, lacluding fraud into 2 tax sanctuary for various b

S e T Ly viee e ~.and offering to sell unregistered se- ness enterprises, the broker said.
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UNITED STATES DEPARTMENT OF THE INTERIOR 9260 (911)
BUREAU OF LAND MANAGEMENT

ARIZONA STATE OFFICE
April 21, 1998
Memorandum
To: Matt Shumaker, Solid Minerals Team Leader,
National Training Center
From: Nancy Kragl, Law Enforcement Technician «é

Subject: Verification of State Conviction
Attached please find the information you requested on the conviction of Robert
Harlan Gunnison, Jr. for felony securities fraud in Pima County, Arizona.

If you have any questions, or need additional information, you may contact me at
602-317-9318. . e .,

Fbns] I - Fras

Attachments

Attachment 8-2a
Felony convictions of Robert Harlan Gunnison
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IN THE SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF PIMA

ROBERT B. BUCHANAN C ro. _A-33018

DATE September 21, 1978

STATE OF ARIZONA,

PLATINTIFF PLAINTIFF'S ATTORNEY

ROBERT HARLAN GUNNISON,

~DEFENDANT ™ . DEFENDANT'S ATTORNEY

UNDER ADVISEMENT: MINUTE ENTRY

The court having taken the matter under advisement after

a trial to the court,

THE COURT FINDS beyond a reasonable doubt that the

defendant Robert Harlan Gunnison in the last weeks of November, 1975,

specifically intended to conspire with Thomas Michael O'Brien and

Equitable Mortgage Company, Inc., to sell real property securities

in violation of the provisions in Article. 18 of Chagter,lgﬁof

Title 4B of Arizona Reﬁised Statutes and to violate the provisions

of A.R.S. §44-1991, and,

FINDS FURTHER that the defendant Robert Harlan Gunnison

knew that the Real Property Securities Dealers Act required that he

post a bond and that he file an annual rebort, and that he knowingly.

failed to comply with sald requirements, and,

FENDS FURTHER that said defendant knowingly aided and

abetted the sales of mortgages to Marcella Birenbaum and to Charles

Nuel in violation of A.R.S. §44-1991.

IT IS THEREFORE THE FINDING OF THE COURT that the defendant

Robert Harlan Gunnison 1s guilty of the crime of Conspiracy Second

Degree as alleged in Count One of the Indictment: t

crime of Fraud In Purchase Or Sale Of Securitie s allege

NORMA M. FELIX, Clerk
By ? Glansiracusa

Attachment 8-2b !
Felony convictions of Robert Harlan Gunnison




MINUTE ENTRY
Page No. 2 Date _ Sept. 21, 1978 Case No._ _A-33018

Count Two of the Indictment; 1s guilty of the crime of Fraud In

Purchase Or Sale Of Securities as alleged in Count Twenty-three

of the Indictment; is guilty of the crime of Failure To Post Real

Property Securities Dealer's Bond as alleged in Count One Hundred

Sixty—-six of the Indictment; and is guilty of Fallure To File Real

Property Securities Dealer Annual Report as alleged in Count One

Hundred Sixty-seven of the Indictment.

IT IS ORDERED setting this matter for entry of judgment

of gullt and sentencing on October 20, 1978, at 9:00 a.m. in

Division XIII of the Superior Court.

IT IS FURTHER ORDERED that Mr. Kaufman direct his client

to the Adult Probatlion Department upon receipt of thls order.

e e LT g

Copies to: Court Administrator

County Attorney, Att. Mr. Parrish and Mr. Davidon

Jeffrey S. Kaufman, 111 W. Monroe, Sulte 1411,

Phoenix, Arizona 85003 (with yellow probation form)

Adult Probatilon

Under Advisement Desk

Jordan L. Green, 45 W, Fefferson, 7th Floor,

Phoenix, Arizona 85003

Division XITI (2 copies)

D. Gianslracuéai_ Deputy Clerk.

t g
Attachment 8-2¢
Felony convictions of Robert Harlan Gunnison *
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Hole Sample Depth Assay

1 A 10’ .120
2 A 10° .150
B 20 .110
3 A 10° 1.020
B 20’ .265
c 30’ .120
D 40’ .110
E 50 .295
4 A 10’ .290

TOTALS 200’/9 = 22’ 2.480/9 = ,275 0Z/TON AU

THCSE ATVILES (e RE TRV E
JN THE LT TAC A Aiv ACE

Attachment 9-1b » )
Average assay results for 1996 drilling on Mijo

16, White Technologies
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Complex Metals Research & Development, Inc.

Gold, Silver & Platinum Ores
P. O. Box 41, Hurricane, Utah 84737
Telephoae 435 877 1059 :

Mr. Ian Matheson,

Pass Minerals Inc./Pilot Plant Inc.
2215 Lucerne Circle,

Henderson, NV 89014

Subject: Samples submitted by Charles Moore
Pass Minerals Inc. Mijo 16 Claim

On February 24, 1999 I received from UPS a 5 gallon bucket containing
samples for assay from Charles Moore. I have read his affidavit stating that
these samples originated from a drilling program on the Mijo 16 claim.

I assayed by scorifying assay with silver inquart the following samples:
Hole # 1 Depth 0 - 20, 80 - 100 feet

Hole#2  Depth 10 - 20, 30 - 40, 80 - 100 feet
Hole # 3 Depth 20 - 30, 60 - 80 feet

All of the gold and platinum residue was combined together for DCP analysis .

by Metallurgical Research and Assay Laboratory, Dr. Donald Jordan,
Registered Assayer, State of Arizona.

The combined average results from the seven samples assayed as reported on
Metallurgical Research and Assay Laboratory’s Assay Number 5083, March
25, 1999 and Certified by Dr. Jordan are:

Oz/Ton
Gold 0.25
Platinum 0.01
Palladium 0.05
s
S A A
Jewr¢ C. Henderson, Research Chemist

Attachment 9-2a

Average assay results for 1999 drilling on Mijo
16, Complex Metals and MRAL



Metallurgical Research and Assay Laboratory

745 Sunset Road Suites 8
Henderson, NV 89015
702-565-0074

ASSAY REPORT

Assay Number: 5083 Date: 2580
Customer : PILOT PLANT INC.

Sample Identification: 35 GRAM SAMPLE , 7 CSR - MAR, /39 - ACTUAL WEIGHT OF RESIDVE 23.3 mgs.
CALCULATED AS A 25 gm. SAMPLE
SAMPLE SUBMITTED BY JERRY HENDERSON

Element Oz/Ton
Au-Gold

- Pt-Platinum
Pd-Palladium

These results are based on well inown accepled anaivtical procedures used aolely on the sample
submitted by the customer. This report is prepared for the exclusive use of the customer. do
warmanly as to the reproducibiiity or exdractability of the material other than the sample is given. |
Donaid E. Jordan and/or Metaliurgical Research and Assay Laboratory maiee no representation
express or implied on material ather than that representad by the sample assayed.

Note: * #VALUE! * MEANS THAT ELEMENT HAS NOT BEEN ANALYZED FOR THIS REPORT.
Unless prior amangements are made, all sampies will be discarded after 30 days.

Attachment 9-2b

Average assay results for 1999 drilling on Mijo
16, Complex Metals and MRAL



Metallurgical Research and Assay Laboratory
745 Sunset Road Suites 8
Henderson, NV 83015
702-565-0074

ASSAY REPORT

Asséy Number: 5169 Date: 4240
Customer : PILOT PLANT ' .

Sample Identification: GRAVIMETERIC CONCENTRATION TEST ON - 16 MESH MATERIAL -
TAKEN FROM THREE FEET EAST OF MONUMENT STAKE. 29 Ibs. WAS RUN OVER A
WILFLEY CONCENTRATING TABLE WHICH PRODUCED 411 gms. OF CONCS. 292 gms.
OF NON - MAGNETICS , 119 gms. OF MAGS.

THIS ASSAY IS ON THE NON - MAG FIRACTION ( 292 gms. )
S gms. SCORIFIER WITH SILVER INQUART

Element Oz/Ton
Au-Gold L o -~ 1.06

These results are based on well known accepted analytical procedures used s ; p
submitted by the customer. mmummmoummunmw No
wairanty as to the reproducibility or extractability of the material other than the sampie is given.
Donasid E. Jordan and/or Metatiurgical Research and Assay Laboratory make no representation
express o implied on material other than that represented by the sample assayed.

Nots: “ #VALUE! * MEANS THAT ELEMENT HAS NOT BEEN ANALYZED FOR THIS REPORT.
Uniess prior arrangements are made, all samples will be discarded after 30 days.

Attachment 9-3a1
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Metallurgical Research and Assay Laboratog
745 Sunset Road Suites 8
Henderson, NV 89015
702-565-0074

ASSAY REPORT

Assay Number: 5170 Date: 4a24s0
Customer : PILOT PLANT .

Sample Identification: GRAVIMETERIC CONCENTRATION TEST ON - 16 MESH MATERIAL
“TAKEN FROM THREE FEET EAST OF MONUMENT STAKE. 29 ibs. WAS RUN OVER A
WILFLEY CONCENTRATING TABLE WHICH PRODUCED 411 gms. OF CONCS.252 gms.
OF NON - MAGNETICS , 119 gms. OF MAGS.

THIS ASSAY IS ON THE MAG FRACTION (119 gms. )
S gms. SCORIFIER WITH SILVER INQUART

ment

Au-Gold

e 0.

‘P")CNA us"
Theése results are based on weil known accepted analytical procedures used soichon 1 Sl
submitted by the customer. This report is prepared for the exciusive use of the customer. No
warranty as to the reproducibility or edractability of the material ather than the sample is given.
Donald E. Jordan and/or Metallurgical Ressarch and Assay Laboratory make no representation
express of implied on material other than that represented by the sampie sssayed.

Note: * #VALUE! * MEANS THAT ELEMENT HAS NOT BEEN ANALYZED FOR THIS REPORT.
Unless prior airangements are made, all samples will be discarded after 20 days.

Attachment 9-3a2
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Metallurgical Research and Assay Laboratory
745 Sunset Road Suites 8
Henderson, NV 89015
702-565-0074

ASSAY REPORT
As#ay Number: 5171 Date: 024&'9

Customer : PILOT PLANT .

Sample Identification: GRAVIMETERIC CONCENTRATION TEST ON - 16 MESH MATERIAL
TAKEN FROM THREE FEET EAST OF MONUMENT STAKE. 20 ibs. WAS RUN OVER A
WILFLEY CONCENTRATING TABLE WHICH PRODUCED 411 gms. OF CONCS.282 gms.
OF NON - MAGNETICS , 119 gms. OF MAGS.

THIS ASSAY IS ON THE TAILINGS FRACTION.
S gms. SCORIFIER WITH SILVER INQUART

" Au-Gold , . o003

. These results are based on well known accepted analytical procedures used solely on & Ss
submitted by the customer. This report is prepared lor the exciusive use of the customer. No
warranty as to the reproducibility or extractability of the material other than the sampie is given.
Donald E. Jordan and/or Metaliurgical Research and Assay Laboratory make no representation
express of implied on material other than that represented by the sample assayed.

. Note: " #VALUE! " MEANS THAT ELEMENT HAS NOT BEEN ANALYZED FOR THIS REPORT.
Unless prior arangemenis are made, ail sampies will be discarded after X0 days.
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FROM : MATHESON-1AN+DEBBIE

E NO. t 7824514339 . May. @4 1999 @2:4aaM po
., )-,‘NL Coor Qe &
S
N etallurgical Resear n orato

745 Sunset Road Suite 8
Henderson, NV 89015

702-565-0074
, 702-564-0726
ASS POR
ASSAY NUMBER o778 DATE: 1/24/9%
CUSTOMER PILOT PLANT
SAMPLE IDENTIFICATION #2 HIGH SIDE OF HILL

12.500
P ipe-platinum 50,800
2l rn-Rhodium 10.300

N
&
M DR
0kt .’nmw £
: S
@neu )|Z
T — T 4, . i 4
e R NG
UNLESS PRIOR ARRANGEMENTS ARE MADE, ALL SAMPLES WItL BE DISCARDED AFTER 30 DAYS.
THESE RESULTS ARE BASED ON UELL XNOMN ACCEPTED ANALYTICAL PROCEDURES AND SOLELY ON THE SAMPLES
SUBMITTED BY CUSTOMER. THIS REPORT 1S PREPARED FOR THE EXCLUSIVE USE OF THE CUSTOMER ONLY. NO
HARRANTIES AS YO REPRODUCISILITY OR EXTRACTABILITY OF THE ORE IS GIVEN. DONALD E. JORDAN AND/OR
METALLURGICAL RESEARCH AND ASSAY LABORATORY MAKE WO REPRESENTATION OR WARRANTY, EXPRESS OR JMPL1ED
AND ASSUME NO LEGAL LIABILITY WHATSOEVER AS YO THE ACCURACY OF USEFULNESS OF - ANY INFORMATION
CONTAINED IN THIS REPORT.
—~ NOTE: " #VALUE} “ MEANS THAT ELEMENT HAS NOT BEEN ANALY2ED FOR THIS REPORT.

Attachment 9-3b
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AFFIDAVIT

Bae it acknowiedged, that Dennis R. Holman, 50 So Main St Tooele, UT 84074 e
undersigned dJeponent, being of legal age does nereby depose and say under 2ath as follows.

1. That | am the President of Angus Resources Inc.

2. That my comor-ation has a joint venture with Utah Minerais Precessing Ine, 1 supply precious
metal ores to that refinery for processing.

2. That Utah Minerais Processsing Inc. is des.rous of obtasning up io 1000 tons per day of -1/4*
cre from Pass Minera’s Inc. Mijo 16 Placer Mining claim at Railroad Pass, Nevada.

4. That on Apni 1, 1989,| visited the above claim and perscnally took samples for assay.

8 The samples were under my control at all times and were delivered by me cirecty to the
assayer.

6. The average resuits of the head ore assay in czfton are:

Au. .233
Ag. 1.668 \
Pt 641

' ’ Pd. .147
. 413
: Os. 078

Rh. 1.285
Ru. 1.310

© 7. The propristary leach develcped ty Utah Minerals Processing nc will laach all of the above
metals from the ore. Organics will be used t3 remave the metals from the leach. The precious
metals are then recovered from the organics.

pamM's
SUREACE <AMPLE
1C0

Undated assay affidavit from Angus
Resources



FROM : USGOLD PHONE MNO. @ 14358330951 May. 83 1939 @2:1.FP1 P2

- UTAH MINERALS PROCESSING, INC.
/dba
UM.P.L

May 3, 1969

K. lan Matheson,

President,

Pass Minerals Inc.

2215 Lucerne Circle,
+: Henderson, NV 89014

Dear Mr. Matheson:

Further to our letter dated Septomber 15, 1508 this letter will update the progress of our solvent
extraction plant to be built :n Tocele, Utah.

We have the land and meost of the necessary permits and anticipate seginning construction
within 90 days. We will be ready for you to ship ore in quanity around March 1st, 200G. Prior to

that dete we will nead ore for tasting purposes in truckioad quanity.

Our most recent tests on your ore from the Railroad Pass location show the following
approximate results: -

Aui-.239, Ag. 1.888, Pt 641, Pd. 147, Ir. .413, Os, 078, Rh. 1.285. Ru. 1.310,
This is raw unscreened ore, and by screening ¢an be improved in the neighborhoad of 20 1o 1.
Our process uses a hignly oxidative leach { which is proprietary in nature) and !eacnes all metats
from the ore, making them water soluble. At this peint orgarics are used to selectively ramove
those metals we wish to octain. The precious metals are recovered from the organics, the
balance of the metals are treated to render them harmless.

When we begin production we estimaie our intial requirement of your ore will be 1000 tons per -
day of minus 1/4" dry screened material.

We hope this information is helpful in yo'hr planning.

Q_é( 'S ke@© ot

Sincerely, |
Archie L. Poarch, President _ 'P oL - U L-Fl
Utah Minerals Processing inc, U1 3

0s ,
272 Nurth Broadway ’LZ Phone (435)833-9851
Tooele, Utah 84074 Kh t Fax (435)833-9858
L .31

Attachment 9-4b
May, 1999 assay report from Utah Minerals

Draraceina Arrhia Paarch




ROGERS RESEARCH & ANALYSIS COMPANY

2340 South Redwood Road (1700 W.) «Salt Lake City, Utah 84119 ~Phone (801) 973-4637
CLAIR W. ROGERS, President '

MR. K. TAN MATHESON DECEMZZR 4, 193

2215 LUCERNE CIR. -

HENDERSON, NEV. 85215

CUSTOMERS IDENTIFICATION: SAMFLE #2125 |MiTh 1e

ANT IMONY FALLAG I JM Z.: 0Z/TGN

ARSENIC TRACE FLATINSH 2.35% 02/7T0N

ZARTUM a7 RHCD IL:M NIT CETECTED

BIS?‘%UATH FUS3IDILJ R

CHEGMILM - RUTRENILM 0T LETECTED

COBALT TRACE SILVER 14.22 0Z,TCN

SGFFER STRONTILM 1.6 %

GOLD THORT UM

IRON TIN BT

LEAD .Iou TITAMIUM 2.3 %

rANGANESE .4 7 TUNGETEN . TRACE

MOL YEDENUM TRACE URANIUM .

NICEEL 1% . VANADIUM TRAZE

O5MIUM TRACE YTTRIUM

IRIDIUA 2.2@3 0Z/TON  ZINC .3 on

TELLURTUM 1% . ZIRCONIUM TRACE

CADMIUM 1%

ND TUM .07 % . o
_--4;,széf2222£2¢;<' _____

CLALR W. AOGEFS m.S.

Steypie TReer) woU. 27(9e Ay ¢ 1.

# z,1p6% Attachment 9-5
£o. December 1996 assay report from Rogers

Rasearch and Analvsis Co.



Complex Metals Research & Development, Inc.

Gald, Stlver & Platinum Ores

2804 N. Evergreen Sweet, Chandler, Arizona 85234
Telephons (602) 963-6502

March 10, 1988

' REPORT NO. 2
¥r. Arby Vincent, Jr.

Mr. lan Matheson

#igh Desert Resources, Inc.
8390 South 4th Street
Henderson, NV 89015

SUBJECT: Six (6) Samples Submitted by lan Matheson

Corrected and Controlled assays were run on six (6) 30-gram samples, saving the.

slags each time and grinding the cupel. Mixing the slag and cupe! and refluxing

each time. Each sample was re-run six times ot 2400°F. for four (4) hours.

100 mg. silver inquart was used in each sample. After parting the Dore bead, the
nitric solution was decanted and used in the next assay on the same sumple.

Resuits as follows: Q'OLD
Ist Run 2nd Run  3rd Run 4th Run Sth Run  &th Run

Au Au Au Au Au Ay
0z./Yon 0Oz./Ton 0z./Ton 0z./Ton 0z./Ton

Show Show Show Show 1.36

None Show Show = Trace 0.28

SU JHTSWogie None . None Show None 0.15
= 12.80 oz fton; Pt.Group - Show S

4. 8alt 18 Comp . ‘. Trace None Show Show 0.28
Final sily oz yton} I_'t.Group = Show ~
5. Balt 17/18 Com
L 3 s e Show Show Show Show 0.8l
Final silveg - 8.40 oz//ton; Pt.Group - Show A
6. Balt 17 Comp. 00"\ Sgow None None Show Show 1.8%
-, - Final sflver tont Pt.Group - Show

The final nitric partings were all\ run as one assay, mixed in-a flux, smelted and

cupeled. The Dore bead was parted with sulfuric acid, decantqed, washed, dried and

annealed. Weight of Pt.Group metsls from the six total samples was 8.52 mg. This
divided by 6 = 1.42 oz./ton of Pt.Group metdls. .

A ———

= frolod? me 44"—‘/4\1-947# ummm
PAID IN FULL e + Henderson, Research Chemist .

BESEARsRERAY a0l £ 1P I mrs €A o280 e ODxn INnovwdedas

LewmmAsn wnramme PIs mem o B s o

Attachment 9-6
March 10, 1988 assay report from Complex
Metals, then in Chandler, Arizona




I C.S. LABS, INC.”

"8390.S. 4TH STREET
. HENDERSON, NV 89015
__ (102)564.6654
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U.S. Department of the Interior
Bureau of Land Management

National Training Center
Short Note Transmittal . July 13, 1999
To: Burrett Clay
From: Matt Shumaker
Subject: Bob Barefoot Assays, Mijo Exam

As you will recall from our recent trips to the Boulder City Nevada area, and from other conversations
with K. Ian Matheson, the name "Bob Barefoot" has frequently surfaced as a reliable assayer for
mineral matter such as is found on the Mijo group. Matheson has referred to Mr. Barefoot as a well
known assayer from a college in Canada. Matheson has also provided us with the results of assays and
other mineral tests performed by Bob Barefoot. Matheson has also referred us to geochemical
publications written and co-written by "R.R. Barefoot." I rely on one of them, "Analytical Methods for
Geochemical Exploration," by J.C. Van Loon and R.R. Barefoot.

Dr. R.R. Barefoot is, indeed,va well known and well respected analytical geochemist recently retired
from the University of Toronto, Ontario, Canada. The work provided to us by Matheson under the
name "Bob Barefoot" did not resemble the work performed by "R.R. Barefoot."

Today, I tracked down Dr. Ron Barefoot, professor emeritus, University of Toronto. I first called the
Geology department, and they gave me a work phone for Dr. Barefoot of 416-978-5612. They could
not release his home telephone number, but did say that itwasina dlfferent area code. There was no
answer at hls work telephone number.

Usmg Netscape ] “People Finder" on the Intemet, I located R R. Batefoot, in Oakville, Ontano At
12:00 MST today, I telephoned the number that was provided. Mrs. Barefoot answered the telephone
and confirmed that it was indeed the residence of Dr. Ron Barefoot. She said that he was gardening,
but that she would go and get him.

A few minutes later, Dr. Ron Barefoot picked p the telephone. I identified myself as a geologist with
the U.S. Department of the Interior, and explained that I was working on a mining claim examination in
Nevada. Ialso explained that people were referring to, or mistaking, the work of one "Bob Barefoot"
of Wickenburg, Arizona as actually being the work of Dr. R.R. Barefoot of Toronto, Ontario. Dr. Ron
Barefoot replied that he had never done any work in Arizona, and that he had never heard of "Bob

Barefoot." He also stated that the laboratory at the University of Toronto that did that kind of work had
been closed for several years.

I then asked Dr. R.R. Barefoot if he had applied for any patents under the name "R.R. Barefoot of
DCRS (Barbados), Ltd." Dr. Barefoot replied that he had not, and in fact, held no patents at all.

I thanked Dr. Barefoot for his time and assistance, and we ended the call.

Attachments: Bob Barefoot information provided by Ian Matheson.

Attachment 9-8a

The Bob Barefoot and Dr. Ron Barefoot
confusion.
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PASS MINERALS INC. FR/LETTER
. 2215 LUCFRNE CIRCLE,
TIENDERSON, NEVADA 89014
DATEFAXED: APRIL  , 1999
Phaone 702 451 4981
Fax #702 451 4939 '
. April 24, 1999
TO: MATT SHUMAKER
BURRETT CLAY

FROM: JIAN MATHESON
RE: DCRS (US) LTD - BOB BAREFOOT

In 1992 I started working with Bob Barefoot from DCRS in Wickenburg.

Bob has a process, explained in his memorandum dated July 28, 1992 which works
on our ore. I have tested the Mijo 16/17 claims with this process. Bob was
recovering gold in the .07 oz/ton range. The real advantage to his process is he has -
the facility which produces and welghs the gold. The system is high volume and
very inexpensive to operate.

Bob also has a lot of theories. He was in research in the Oil Industry for years. He
also has written a number of books. One of the books is an assay manual written
with Dr. Van Loon from the  University of Toronto Most assay labs whlch use

'"mstrumentanon have a copy of this text. -

Here is Bob’s theory on the ore. “The gold occurs as sulfate salt-encapsulated
micron gold. In nature it is found in hematite (hydrated iron oxide) sand, but it can
also be found in the sulfide tailings of copper and gold ores. It has remained hidden

- from man’s fire assay gold analyses as the acid salt reacts with the sodium
carbonate in the fire assay flux to generate large volumes of carbon dioxide gas
which propel the encapsulated gold as a froth to the top of the assay cup, where it
cannot be entrapped by the scouring lead in the flux (known as “acid slag effect” in
assay and mining journals). The encapsulation also blocks the gold from vision, as
well as causing numerous analytical difficulties, However, once the salt has been
removed (he has a patent pending for this), the gold is both assayable by certified
fire assay, and is recoverable by techniques that recover micron gold.”

Dr. Guay’s theory is that pressure from gas in the furnace is causing an interruption
in the assay alloying the collector to drop prematurely. I am going to send Dr.
Guay some of Bob’s theories to get his reaction.

Attachment 9-8b

The Bob Barefoot and Dr. Ron Barefoot
confusion.
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In some information [ received from Bob he states, “For decades hundreds of
amateur “clandestine laboratories” over the south west have been analyzing such
hematite ore using home-made analytical procedures and discovering amounts of
gold that were well beyond the realm of credibility. The professional critics could
not verify the work using the tried and proven certified fire assay, and thus
dismissed all such claims as fraudulent. (I took Walter Lashley’s article on Time
Sensitive ores to Bob and had a great argument with him) He later says that he
“apologetically, admits to being part of the ignorant chorus. Actually, the
procedures used by most of the clandestine labs were derivatives of the totally
acceptable procedure of re-firing the cup and cupel for two or more times.
Furthermore, the assay problems caused by acid slag are well documented in both
assay and mining journals. The reason that the professional community was unable
to reproduce the high results was that neither they nor their amateur counterparts
recogmzed the problem, and, therefore, did not under stand that the samples

g 1 VA ehydration, which increases salt precipitation and
encapsdatxon Recently, t.he problem of time in assaying these ores has been
recognized, and the term “time sensitive ore” has been coined.”

After Bob was convinced our “Fresh Sample Theory” along with Lashley s
verification was sound he completed extensive research on his theory using very “so

- called” credible laboratones
By FIRE ASSAY

Chemex Iron King Loring

Reno Humbolt Calgary
Before Treat:hent - Averages .004 012 002
After Treatment Averages .015 021 014
Increase by washing out
acid salts 3.75 times 1.7 times 7 times

Barefoot then checked on the drying procedures of the laboratories and found that
the Iron King assays being higher and more accurate were bringing each sample
“just to dryness”, whereas most other laboratories over dry each sample, unknowing
ensuring that the gold is encapsulated in a hardened acid salt.

Loring dried the longest thereby producing the most salt crystallization resulting the
‘lowest assays. ‘

Attachment 9-8¢c
The Bob Barefoot and Dr. Ron Barefoot
confusion.
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&* ' TABLE #3

Comparison of DCRS Recoverics With the Assays of Both Virgin Hematite
Sand Samples and the Same Samples With Their Acid Salts Washed Out.
Sample Dry Wi Soak DCRS Rcgovery H_cadAmmmm
8 (lbs) ums_Lhn _mgs_ —oz/ton

Nevada # 1 50 00112 000! 0049
Nevada#2 128 l2 6 2 0.0031 0.00] 0.022
Nevada #3 52 13 53 0.0033 0.001 0.008
Nevada #4 47 0 20.0 0.