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THE NASDAQ STOCK MARKET, INC. NASDAD
August 29, 1997

David Kormnhauser

International Precious Metals Corporation
4633 South 36" Place

Phoenix, Arizona 85282

Dear Mr, Kornhauser:

The staff has had a chance to review the information sent by John Whelan, dated August 14%,
and we have comments related to the exhibits as well as additional comments relating to the
Company’s 1996 Form 10-K, the December 1995 Behre Dolbear report, and the Company’s
dealings with Friendship Metals. We have organized the comments by the source material
reviewed and, with respect to each section, given separate dates for when the related written
responses are due.

As discussed with Peter Gates on August 26", the staff is seeking responses to comments relating
to “Response 4, 5, 7, and 12” of our August 8" letter by Tuesday September 2, 1997; responses
to the remaining comments included in the August 8" letter are due no later than Wednesday
September 24, 1997.

e First, however, please provide us with a copy of the Behre Dolbear/Bateman report to be
completed on September 15, 1997, upon completion. To the extent not covered in the report,
or in other documents sent prior to the report completion date, please indicate all of the steps
that Behre Dolbear and Bateman performed in their evaluation of the Company’s on-going
exploration efforts, describing in detail, what samples or processes were evaluated. A
separate response, if needed, is due by Monday September 15, 1997.

In reviewing the staff correspondence to date, our supervisor would like to obtain responses to
the first fwo comments, which were part of “Response 16> in the August 8™ letter, and three
additional comments, all of which relate to Friendship Metals, by Friday September 5, 1997.

e Please provide a chronology and brief description of the activities that the Company has
undertaken with Messrs. Cousino and Wardle and Friendship Metals, and provide us with
copies of all reports and correspondence that the Company has had with Messrs. Cousino or
Wardle, or Friendship Metals.

e What was the basis for working with Mr. Cousino. What is his background? What work has
he done for other entities? Please identify those entities. Also, please indicate with which
industry or professional groups Messrs. Cousino or Wardle or Friendship Metals is
associated, and in which states they are registered as assayers or metallurgists.

1801 K STREET, NW WASHINGTON, DC 20006
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o Who developed the recovery processes used at Friendship Metals that is described in their
April 1997 “Final Report and Process Summary” and which supports the finding reported in
the June 24, 1997 Press Release?

e Please provide a list of all payments, or amounts due, for work performed at, or services or
products received from, Friendship Metals. Also, please identify the parties to whom the
amounts were, or will be, paid.

o Please identify the individuals that attended the July 29" technical presentation and tour of
the Friendship Metals facility.

Questions and comments based on review of June 30, 1997 Form 10-Q, due Monday September
22, 1997:

¢ The Company indicates in Financial Note 3 that it is . . . seek[ing] joint venture partners for
several of the Company properties. To achieve this end, management has prepared detailed
reports on each of the properties and engaged independent consultants to market the
Company’s properties.”

Please provide us with a copy of the report covering each of these properties.

e If the recorded amount exceeds Cdn. $500,000 in aggregate, please indicate the amounts and
related classifications on the balance sheet of the proportional interests in the Hellens-Eplett
Mining, Inc., Jamestown Platinum (Pty), Limited, and South African Mining, (Pty), Limited.
If the recorded amount is Cdn. $500,000 or less, in aggregate, merely indicate the aggregate
amounts included in total assets and liabilities.

o Please provide a detailed description of the mineral rights acquired that have a recorded
value of $1,105,000

e Please provide the current market value of the Company’s holding of common shares of
Namibian Copper Mines, Inc.

e Please provide a detailed breakdown, by propetty, of the deferred mineral exploration
expenditures as of June 30, 1997, and indicate the extent to which any costs were met with
other than the payment, or promise of payment, in cash. The breakdown should include the
following:

a. acquisition costs;

b. the direct costs incurred to excavate and process samples and to carry-out related
exploration, testing and recovery work;

c. the costs of maintaining property interests or rights to mine;

d. administrative costs, such as corporate overhead, travel and entertainment, legal fees
unrelated to direct exploration efforts and;

e. financing costs and taxes.

Please include a separate line item for any cost category amounting to over Cdn.
$500,000.
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o Please identify and provide a description of the “investments in corporations which have
senior management in common with the Company.” Please identify the member or members
of senior management who hold interests, and the extent of their and the Company’s
ownership interests, in each of the investments.

In order to obtain a better understanding of how the Company has progressed towards its goal of
initiating mining activities, the staff attempted to the reconcile the Summary of Analytical and
Recovery Test Work to the Summary of all Samples Collected by cross referencing the sample
ID’s on the latter report to the Samples listed on the Analytical report. We were generally
successful in reconciling the activity that occurred during 1993 and into 1994; but could not
match samples for the subsequent periods.

o Consequently, please respond to “Response 3 of the August 8" letter, but beginning only
with the drilling efforts in 1995 and then continuing to the present. The presentation should
allow one to determine chronologically what was done and what was accomplished in order
to evaluate the effectiveness of the Company’s efforts in reaching its primary goal with
respect to the Black Rock Property. For instance, the staff is uncertain what benefits were
derived from the numerous samples taken in the 1995 Drilling Program as described on page
9 of the Company’s 1996 Form 10-K, as well as from the number of samples that have been
taken from Section 35 over the past four years. A complete written response to these
concerns as requested in “Response 3” of the August 8* letter is due Wednesday September
24, 1997.

Additional questions relating to the December 1995 Behre Dolbear report and the narrative
description of the Black Rock Property in the Company’s 1996 Form 10-K, written responses to
the following comments are due Wednesday September 24, 1997.

e The December 1995 Behre Dolbear report appears to provide an evaluation of the
Company’s sample recovery and processing handling practices based on Behre Dolbear’s
observations on October 25® through 30*, and December 10™ through 12%, 1995, With
respect to the report, to what did the following apply and what were the results?

“Samples were prepared by Behre Dolbear and all reagents were supplied from sealed
and previously unopened containers. The handling of samples, reagents and resultant
leach solutions were under the full control of Behre Dolbear throughout the procedure
including final measurement of the solutions and the splitting into individual samples for
analysis by laboratories chosen by Behre Dolbear. Behre Dolbear handled the
forwarding of the samples to the laboratories.”

o Please describe the leaching process that the Company adopted between October 30" and
December 10", 1995,
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e To what did the following apply?

“Behre Dolbear carefully observed the leaching procedure completed on sample splits
from six samples that had been subjected to treatment the previous day. Resultant leach
solutions were split, packaged for shipment and forwarded for analysis by Behre
Dolbear.”

o Please identify the laboratories referred to in the December 1995 Behre Dolbear report.

o What efforts led to the discovery of the hard-rock portion of the Black Rock Property, and in
particular, led to the following conclusions?

“There is clear evidence that there have been periods of epithermal mineralizing activity
at the Black Rock Property (viz. A low hill containing extensive stock work veining
some 300 meters in length),

There are mineralizing foci identified as being silt-stone-sandstone rock exhibiting wide
spread pyrite alteration with a mapped strike length of 5 kilometers.”

¢ How did the following substantiate or add beneficial information to the discovery, and what
was the “initial resource drilling”?

“In May of 1996, following the completion of the initial resource drilling, the Company
instituted two new exploration drilling programs: a reverse circulation drilling program
to drill down to bedrock, determining both the depth of sedimentary material and
potential mineralization continuing to depth; a core diamond drilling program to test
specific hard rock targets for geologic study and primary and indicator elements related
to precious metal deposits.”

e The Company concludes its narrative of its efforts on the Black Rock Property with a
discussion of developing appropriate fire assay procedures. Please explain how the fire
assay development is yielding positive results for gold and PGM'’s, specifically, how much
gold and PGM’s are being found; and to what extent is what is found economically
recoverable?

Again, To the extent that that the Company has already provided the requested document or such
documents are a part of a public filling or that the requested clarification is covered in one of
more of the previous responses, the Company merely needs to provide a citation or reference.
Please call me with any questions you may have at (202) 974-2911.

Sincerely,

Je) w'

ndrew Labadie
Analyst, The Nasdaq Stock Market
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Subject: Personal Clarification
Date: Fri, 30 May 1997 20:17:42 <0400
From: Lee Furlong <1042¢.6 2764@compuUserve.com>
To: C L Miltimore <mili069@concentric.net>

Friday 5:00 pm
Hi CL,

Well the bitch from the Forbes Mag counld not of gotten it more incorrect.
T have NO INTENSION howaver to wage war on one of the mightiest magazines
in the Nation. Too, I have mno intension of allowing my packground to be
surther sullied. ¥ou as my friend do deserve to know the correct facts
however,and I sat them out hereunder.

This info is not for re-broadcast. If the SI or other forums start
guestioning ME as a issue, just say you have wmy personal resume for the
period of time in question and it doesn't read anything like protxayed by
the Forbes bitch.

Best reqards,

Le
Memo Confidential
30 May 1997
TO: Alan, David .
Paul, Jim, Bill, Sam, Eli
FROM: Le

RE: Forbes Article "the personal atrack”

¢learly, the so-called facts slamming e personally are totally devoid of
real fact.

30 that you are all well aware of the realities let me set out the two bits

of my background referred to'

\
Education: I have a 3 year Diploma of Education (Science) from Central

" Washington University, I attended 2 semesters of Graduate Study at

Colorade State University, I completed 1 summer semesSter, of Radiatien
petecticn and Exploxat:ion at colorade School of Mines and completed the
full course work in Business Management at the Australian Institute of
Management.

The Paddington Issue: 1 was Exploration Manager of Pancontenéntal Mining:

Ltd with a staff of 22 persons (8 geolodgists, 1 Chief Geologist, a
geophysicist and 2 Senior Geologists) at the time of "discovery' of the
Paddington resource. I participated in the detail geochemistry - .
interpretation and the drill hole location sites. I was employed at .
Pancontinental Mining Ltd commencing in 1976 initially as Chief
Geophysicist, thence Exploration Managex and lastly as Manager Corporate
Development. I left pancontenental in 1982.

Atracks of this matwre will probably increase. The Forbes article is
probably just the beginning. Flease be wary of ANY phone call or person
asking questions or iequesting vclarifications' of {nformation. ..please do
aut co=oparate, in that wdy, it leavex the "dirt gatherec with little to

€]002

667 LI AY
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build a story.
Many thanks

Le

= a9 ave ab,

TOTAL P.B4
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THE NASDAQ STOCK MARKET, INC. | NASDAQ
August 8, 1997

David Komhauser

International Precious Metals Corporahon
4633 South 36" Place

Phoenix, Arizona 85282

Dear Mr. Kombhauser:

Thank you for your responses, which we received on July 22™, to our letter dated June
25, : .

The stafTis trying to obtain a clearer understanding of the importance of the sequence of
the Company’s exploration efforts in the Black Rock area. First, we need a more detailed
explanation of the basis for management’s decision to initiate exploration of Section 35, as well
a description of the findings or other information that led the Company to expand its exploration
work to the adjacent or surrounding areas. Second, we would like to determine what was
discovered or gleaned from these efforts that began in 1993, that to date have concluded with
taking five samples from the original plot in Section 35 to be “tested” by Friendship Metals?
Why were the findings of this recent testing, those reported in the June 24% Press Release, so
much more significant than what had been previously reported? What was unique about the
samples and the recovery process that led to the reported results?

Below are our specific questions and comments to the Company’s prior responses. In
certain cases, we have asked for additional documents or clarification of a prior response. To the
extent that that the Company has already provided the requested document or such documents
are a part of a public filling or that the requested clarification is covered in one of more of the
previous responses, the Company merely needs to provide a citation or reference. We need to
receive complete written responses these questions and comments no later than Friday August
29, 1997,

From Response 2: The Company’s initial interest in Section 35

e  What properties (locations) did Messrs. Furlong and Mentzer test? What was the nature of
the “testing” and when was it done? What were the results? Together how did this work
lead to the management’s decision to select the “Black Rock Property”, as opposed to, for
instance, a location that was closer to the hard rock material? Please provide copies of any
reports of the work done by third parties that corroborated the test results.

1735 K STREET, NW WASHINGTON, DC 20006-1500 202-496-2500 FAX 202-496-2699

\
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o Is the property that the Company is currently purchasing from Phoenix International Mining
the shaded area shown on the map included as exhibit 3(a)(6) in the July 18% response? If
not, please provide a map of the land or the area of the interest that is being purchased. What
exactly is the Company purchasing? What property interests or rights, or revenue or profit
interests will be retained by Phoenix?

From Response 3: Chronology of Drilling and Excavation Efforts:

As the Company has not supplied us with the schedules mentioned in responses 3, 9, and 10,
please provide the following information, in lieu of such schedules, based on the drilling and
excavation sites discussed in your third response noted below. (Please note that we will try to
reconcile the information provided in response to this point with information about specific
sampling excavations or related efforts reported in the Company’s public disclosures or

literature.)

November 1993: Section 35, twelve sites dug to a depth of ten feet with a back hoe

March 1994: Section 35, thirty sites drilled with an auger to a depth of fifty feet

April 1994: Sections 22, 25 - 28, and 34 -36: eleven sites drilled [with what or how?] to
a depth of fifty feet

August 1994: Section 35, seven sites drilled [with what or how?] to a depth of one
hundred feet by Behre Dolbear

October/November 1995: Section 35; one hundred twenty one sites reverse circulation
drilling to bedrock at depths of up to 100 feet

1996/1997: Seven sites in the Little Harquahala Mountains and forty-three sites in
Section 35 and within the boundaries of the property that the Company is purchasing
from Phoenix International Mining, deep reverse circulation drilling to bedrock at depth

of up to 700 feet

¢ Please describe the drilling methods used in the April and August 1994 work?

e For each of the drilling “programs” noted above,

a. Please indicate the number of samples that were taken from the sites and when.

b. How did the drilling efforts assist in the Company’s understanding of the potential or
actual mode of occurrence of gold or platinum group metals? '

c. What samples, at what depths and location, were assayed; and by whom?

d. What assay method was used and what were the results?

e. Ifapplicable, what portion of the assay results were considered to be recoverable and
how did the Company propose to recover the minerals?

f. Please provide reports from drilling contractors, outside assayers and recovery labs
that document the results. :

g- What samples have not been tested or assayed; and who possesses and controls these

samples?
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From Response 4: Mode of Occurrence of Gold and Platinum Group Metals (PGM’s)
® The Company informed us of what it referred to as mineral assemblages:

GOLD Free Gold
Silver Telluride compound (Petzite)
Associated with an iron silicate

SILVER Telluride compound (Hessite)
Silver Iron Sulfide (Argentopyrite)
Associated as Lanthanum/Cerium Silicate

BASE METALS Copper (0.2-0.4%) Copper Sulfide (Chalcopyrite)
Lead (0.3-0.5%)
Zinc (0.3-0.4%)

Other Minerals
Iron (5-8%)
Iron Sulfide (pyrite)
Magnetite
Titanium Iron compound

The staff gets the impression that by “assemblage”, the Company means that the metals
noted above have been found to be either encapsulated or clustered within other minerals as
noted above, or as separate pieces of rock, e.g., free gold. By mode of occurrence, the staff was
trying to determine not only (1) with what minerals the gold or PGM’s are associated, but more
importantly, (2) the geological source of the gold and the PGM’s, (3) how they became
associated with the various minerals or found as separate pieces of rock, and lastly, (4) how the
encapsulated or free precious metals migrated tot the selected excavation and drilling sites. (The
staff apologizes if it incorrectly used certain terms in requesting information in the previous
letter; we hope this clarifies the nature of our question.) Please address these three points in
conjunction with the questions relating to Response 5.

Response 5: Geochemical Anomalies

e What is a geochemical occurrence, surface or otherwise? Specifically, what does the
Company mean? (Taken from Response 4, describing Mr. Mountford’s findings.)

e What is a geochemical attribute and what is a geochemical anomaly? What precisely is the
Company talking about? Does the Company know how the gold and the PGM’s arrived at
the drilling and excavation sites, in particular Section 35?

e What “geologic environment” is responsible for the presence of the gold and PGM’s, as
mentioned in Response 5? How did the company perform a fire assay on an anomaly?
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o Please use your words to describe the Company’s understanding or theory as to the source of
the gold and the PGM's; how the gold and PGM’s migrated to the property and how each are
found in the surrounding material? With this question in mind, what is the basis for the
following statement from Response 8, ... IPM’s experience has also shown thata
geochemical analysis by total dissolution is the most effective method for repeatable results
in determining concentrations of precious minerals.”

Response 7: Other Sites containing Gold and PGM’s

* From what the Company has found to date, please describe what the Company considers
unique in how the gold and PGM’s are associated with other minerals at the Black Rock

location.

e How are the assemblages found to date unique? Where have these or similar assemblages
occurred before? (If the “assemblages”, the geological source, or the way in which the Gold
and PGM'’s arrived at the location are common occurrences, please indicate so, and briefly
describe where such occurrences are located in North America.)

Response 11: Roland Mountford

s Please describe Mr. Mountford’s background and identify other clients for whom he has
performed geological work. With whom or what professional organizations is he associated;
and what was the basis for the Company selecting Mr. Mountford to do the study?

s Based on the results from the Iseman and ChemTron Laboratories, what did Mr. Mountford
conclude as the geological source of the gold and PGM’s.

e Please identify who collected the samples analyzed by these laboratories. Also, how were
the “structurally prepared and altered rock units”(samples) processed prior to the laboratory
analysis, and who performed such processing? Lastly, who chose the two laboratories, and
what was the basis for the choice?

e With the positive results from Mr. Mountford’s work, why hasn’t the Company contracted a
laboratory to test the drill cores taken from these hard rock areas in 1996?

» Please provide a copy of the report prepared by Surtec Geosurveys, Pty., Ltd..

Response 12: Vearncombe and Associates

e Please indicate the depth, location and the number of samples collected by the Vearncombes.
Who assayed the these samples? Please provide reports of the results.

e  What is the status of the questions that the Vearncombes raised in their letter to Professor
Kerrich? Please provide a copy of his response as well as copies of all subsequent
correspondence with anyone regarding the questions raised in the April 15, 1996 letter.
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Response 15: Lycopodium Pty., Ltd.

Based on their experience from the list of projects, the staff is uncertain as to what role
Lycopodium would play in assisting in the recovery of platinum group metals? When has the
group worked on a exploration project involving platinum?

Response 16: Friendship Metals

While the staff has no knowledge of geology or metallurgy, particularly in reference to

the finding and recovery of gold or other precious metals, the Company’s Response 16(a) made
no sense to us. How is Friendship Metals’ process unique or proprietary? Based on the
responses to point 16, Friendship’s process appears to be defined by existing texts and a “feel for
what will work.” What is proprietary about Mr. Cousino’s methods: If they are unique, yet
within the confines of what is standard, how can they be claimed to be proprietary; and if his
methods are more of an “art”; how do such methods reconcile to the Company’s claim in
Response 8, thatits . .. research is showing that maintaining a structured review of the type of
material being tested, processed or evaluated is very critical to obtaining repeatable results and
an accurate interpretation. ...”? The staff concludes that while the processes employed by the
Company and Mr. Cousino at Friendship may be unique, aftera fashion, they are not proprietary
in a technological sense. If our conclusion is mistaken, indicate clearly to us what we are failing

to grasp.

Please provide a chronology and brief description of the activities that the Company has
undertaken with Messrs. Cousino and Wardle and Friendship Metals, and provide us with
copies of all reports and correspondence that the Company has had with Messrs. Cousino or

Wardle, or Friendship Metals.

What was the basis for working with Mr. Cousino. What is his background? What work has
he done for other entities? Please identify those entities. Also, please indicate with which
industry or professional groups Messrs. Cousino or Wardle or Friendship Metals is
associated, and in which states they are registered as assayers or metallurgists.

In Friendship Metals’ November 16 1996 General Report of Events and Findings, please
describe the confidential and/or proprietary methodology referred to in Section 5.

Please walk us through the steps with respect to the second leaching: What minerals are in
the precipitant? What minerals are contained in the leach liquid and what happens to the
minerals in the liquid and in the precipitant? How are minerals associated with one another,
or are they free? What does smelting and electrowinning provide toward the recovery of the
gold and the PGM’s that is not achicved in the initial leaching process?

If, as stated in the Final Report and Process Summary, the . . . prime objective became the
conduct of applications research which focused on all aspects of commercial recovery. ...”,
why is the process at Friendship Metals followed by an assay, as shown on the flow chart? (It
would seem that an assay would proceed any efforts toward recovery.) Lastly, why was
AuRIC recovering precious metals from a recovery process performed by Friendship

Metals?

4
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e The staff needs clarification to Response 16(t). If it is critical to understand the
metallurgical balance (the weight and mineral composition pH of the ore) as implied in
Response 16(g), the staff is unclear as to how this step can be modified as a sample size
becomes more homogeneous. Is the step discussed in response 16(q) more of a matter of
“feel” or guess work? Help us on this.

o Response 16(v) does not address the question. Again, from the Company’s understanding of
the process, how does Oxidation Reduction Potential affect the processing of the slurry or

the results of the recovery process?

o Response 16(z) and (aa) seem to indicate that a metal can leave the solution and become
solid, or separate out, if sufficient temperature and pressure are not maintained. First, what
is the recovery problem: Do the PGM’s re-attach themselves to the existing minerals, which
would seem to indicate an unstable nature, or do they become free of the other minerals?
Wouldn’t the latter be preferable? Yet the comment from the Friendship Metals report had
to do with the re-absorption into the solution. What is the goal: to obtain free particles of
platinum? When is this achieved in the leaching process?

e With respect to response 16 (aB) and (ac), what is the Company’s basis for performing these
procedures. The fact that they can be done does not address why a particular method was
selected. What was the basis for the particular method selected? -

The staff was interested in the some of the comments found in the correspondence
between Messrs. Furlong and Wardle, relating to the need for wider acceptance of new
approaches in recovering precious metals. One thing that may raise skepticism or possibly
hinder efforts to dispel it, would be the use of jargon or convoluted language or syntax to explain
a new or relatively untested process or approach. If anything, it would seem that the person
promoting the new technology or process should be able to demonstrate a sufficient
understanding of the same and be able to explain it clearly, describing how it achieves improved
results relative to existing alternative methods. The staff questions whether the Company has
reached this point with respect to the process undertaken at Friendship Metals, and wonders what
the Company has achieved to date to facilitate the development of an economically viable
mining operations as a result of all of its efforts.

Again, the staff will need complete written responses to each of the issues, comments
and questions raised in this letter no later than Friday August 29, 1997. If you have any
questions, please call me at (202) 974-2911.

Sincerely,

; " /“
7% Ladah
drew Labadie
Analyst, The Nasdaq Stock Market
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INTERNATIONAL PRECIOUS METALS CORPORATION

PRESS RELEASE

NASDAQ: IPMCF CDN: IPMC

BEHRE DOLBEAR REQUIRES ADDITIONAL
TIME TO COMPLETE INDEPENDENT VERIFICATION

IPM EXTENDS PAYMENT DATE FOR PROPERTY

Toronto, Ontario (August 4, 1997) - International Precious Metils Corporation (IPM)
announced today that it hes been advised by Behre Dolbear & Company, Inc., IPM's mining
engineering consultants, that an additional 30 days is required to complete their independent fire
assay analyses and review of IPM’s recovery processes on IPM's Black Rock Property. The
additional time requested was in order to properly schedule senior Behre Dolbear personnel
already familiar with both the Friendship Metals facility and the gold recovery process utilized
by IPM. -

IPM had previously anncunced on June 24, 1997, that the independent verification program
would be completed within 30 to 45 days. The additional time required by Behre Dolbear means
that the program should be concluded in emly September. While IPM regrets that the
verification program has been unavoidably delayed, it is confident that this additional time will
allow Behre Dolbear to utilize appropriate staff to complete their independent verification
thoroughly under the most stringent protocols.

[PM also announced that as a result of the additional time required by fichre Dolbear, IPM has
negotiated an extension of time for the completion of the Black Rock Property purchase. Under
the terms of the original property purchase agreement, (PM was tc have paid to Phoenix
International Mining, Inc. the sum of US $16.5 million on July 15, 1997 to acquirc a 100%
interest in the Black Rock Property. The payment date has now been »xtended to October 15,
1997. This allows IPM sufficient time, subsequent to the receipt of the résults from the
independent verification program, to raisc the US $30 million privale placement financing
necessary to fmalize the purchase. Additional proceeds from the finuncing will be used to
complete a prefeasibility study, the next level of development of the Black Rock Property.

continued



Finally, IPM wishes to advise that on July 29™ IPM and Friendship Metals hosted a technical
presentation for financial professionals and analysts at Friendship’s Research & Development
facx‘hty in Las Veges, Nevada. IPM has been informed that some participants intend to publish a
review of the Friendship presentation. The company will disseminate copies of the reports to
shareholders and those interested, as they become available. IPM has also arranged for access to

the reports through its web site.

On Behalf of the Board of Directors

T ooy

Le Furlong, Presidattf\d CEO

ISSUED AND OUTSTANDING CAPITAL 17,758,280

FOR MORE INFORMATION CONTACT:

Intcrnational Precious Metals Corporation
Eli Constantine * 602-414-1830
Oporations Officc * 4633 South 36™ Place - Phoonix, AZ 85040 Phono; 602 414 1430 + Fax: 602 414 1831
Registered Offtoe - 390 Buy Stroot, Sulie 302 - Toronto, ON MSH 2Y2 - Phono: 416 364 1489 Fax: 416 368 5434
www.ipmel.com - mag@ipmecl.com
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AGM Photo Album

IPM Chairman, Alan Doyle, addresses shareholders. (above)
Independent auditors inspect Friendship Metals Facility. (below)

http://www.ipmcf.com/creports/agm-foto.html 8/1/97
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Recommendation: SPECULATIVE BUY

4 NTEANATIONAL PRECIOUS METALE
Share price (IPMCR) US$6.2S
Issued shares 17.5m S SR S R R S5 e
Muarket capital US$109m
12 month high / low US$14.50/ 1.90
Net current assels US$5.2m
l.ong term debt US$0.5m
‘Giross capital’ US$i12m
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We believe Platinum Group Metals and Gold exist in unusual mineral
agsociations in Arizona’s Desert Sands.

IPM claims to have achieved yields of 0.80z/t of gold, platinum and
palladium. Behre Dolbear will be conducting tests to investigate this. A
result is expected in August.

If a grade of 0.80z/t can be confirmed, IPM's unproved resource Is likely to
be in excesa of 43moz of gold, platinum and palladium.

Recovery and assaying of this material is extremely difficult. IPM is in an
early phase of development, requiring funds of US$5-6m per annum.

Success depends upon the generation of a viable metallurgical process,
and even allowing for a 1 in 4 chance of an economic operation being
doveloped within 3 years, the risk/roward profile of these shares looks
attractive.

July, 1997 Analyst : Martyn Hay
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Introduction.

'(he alm of this report is to present the current state of development of International Precious Metul's
(IPM) Black Rock property and to determine the risks and rewards associated with developing the
property to the poiat where it could host an ccongmic and viable mining opcration. Information from
Global Platinum und Gold Incotporated’s (GI'G) small scale production plant which is being tus vs u
10t/day pilot operation on its Hassayampa propesty, also in Arizena, has been used 1o xid this analysis,

The views that have been expressed nre based va information obtained from both compunics during a
recent three day visit.

Risk and Reward.

o “There is o sullivient body of evidence to show that International Precivux Metal’s and Global
Platinum’s ‘desert sand’ properties, west of Phoenix, Arizons, host platinum groap metals und
gold in measurable quantitics.

There has been much debate for some time as to the existence of gold and plutinum group merals in the
Arizona desert. Both the Arizona Deparunent ol Mioes and Mineral Resources and the ‘Toronto Stock
Exchange arc not convinced because the material cannot be reliably assuyed by conventional methods.
Against this is a plethor of assay data from muny assay laboratories avound the Unirod $tacs on heud
samples and plant products, including returns from Union Minjere, Belgivm, which show precious
metals valucs. Axsay valucs from rcpeat tests on the same sauple often shuw wide varigtiony. The
data may not indicate how much is there, but it does provide a strong indication of the preseace of gold
and platinum group metals which may or may not be present in economic quantities.

Further, n peological report conductcd by Inco in 1991 on GPGI's properties concludes that
«.....there exists & woalth of anomulous high grade PGM analyses which are extremely unlikely fo be
produced by salting and therefore shovld be taken scriously. Although the scatter of PGM values is
extreme and in some cases cvon the order of magnitude is in question, certain metal ralios are
impossible to be manufacwured and therefore ure considered to reflect natural samples. Inhomogencity
of PGM distribution is considered as one of the major reasons for the wide scaur of valies.™

o At the Annual Genoral Mecting held on Friday 20 Juac 1997 IPM presented evidence to show

that Its Black Rock property hosts platinum group metals and gold in meusuenhie and
recoverahle quantities,
[PM anmounced that three bulk samples taken from the original 1km* grid yielded 0.820z/% of refined
metal which consisted of 0.320z/t gold, 0.2902/t piatinum and 0210t palladium. Rhodium assays
were not availably at the time of the AGM. These values are unsubstentiated und indcpendent
verification by Behre Dolbear and AuRIC Mciallurgical Laborutories is expected by Aupust, bur these
results arc a considirable improvement on IPM's previous aomounced yield of +0.2507/ gold only. To
diate the only value Behre Dolbear has verified is 0.0402/1 gold from [PM’s property.

v Both 1PM nnd Clobal have established s workuble, but imcongsistent, assoy mefhod and
lahoratory scale vecuvery process. An imitial review shows both are costly for an operating
environment. W i early days, and significant technical development I8 required to improve
recovery and rclisbillty.

Roth compaities have proposed that some of the precious ctaly hosted in the Arizona desert sands
exist in wnusual chemical wod mineralogical associations and therefore rcspond sbnonmally to
conventional axsay and recovery methods. It is believed that this ix because some classical analytical
methods in standard use, such as {ice axsuy, are not capuble of providing an easy solution Lo the
determination of all naturally occurring ores. Ores displaying this characteristic are referred 10 as
refractory or ‘non-aysayuble’. An cxmmple of this is the lmperor yold mine in Fiji which bcgan
opcrarions in 1935, and is still in production, but has grest dificulty n structiring an accurate
metallurgical balance beoause of assaying diflicultivs,

To successfully treat desert sands materlal Jt s deemed necessary for any assay or recovery prooess (o
stabllise the precious metals into a state which increases their amenability to normal recovery practices,
{'eom current indicotions af yicld thix appears to be the case, and this in particular is onc of the core
issucy which should be validated.

‘the assay method used by both compunies ix a variation of the standard fire Assay procedure for
refructory ores. In cach casc tho procodure has been customised 10 suit the idiasyncrasics of the ore.
AURIC has recently developed u standard five assay for IPM, which gives signilicanlly more consistent
vesults than any previous method on iead samples.

Page 2 16 July, 1997



07/21/97 MON 14:47 FAX @004

SENT BY:T Hoare & Co Lud - 7-97 . 16:17 T.HOARE € QUIGLTITOUDI (% 4
T. Hoare & Co. Ltd. International Precious Metals

Both compuny’s tecovery procossey are in an early stage of development and sre more sceurately
deseribod as a ‘laboratory scule recovery method® rather than an extraction procuss. Tndications arc that
recovery is low and a significant amount of technical development is required bofore these methods
can be scaled up to an economic level.

» [PM has considerable, although speculative, upside potential.

IPM"y recent smmouncement shows the likelihood of an orebody which we belicve can be properly
assayed, The extent of the deposit bas yet to be properly defined. but it is known thut the deposit
remaing open it all directions, including depth. Sufficivnt drilling has been done, but the grades ol the
samples remain waproved until AURIC'S pew assay method is substontiated by Behre Dolbear.

IF current indications of a yield of 0.8202/t prove correct, the feed value ul current metal prices iy
US$256/t. This is very high compared to any other world precious metsl mine which generslly runs at
US$15-60A. Although US$256/ is a high feed value, operating costs will also be higher than normal
becsuse of the complex naturc of the ore,

I un economic extraction methed can be found IPM will own a very profitable mine. i the assay and
drilling data available can be vonfirmed, IPM’s resource busc i estimared as S4ut ut 0.804/L of gold,
platinum and paliadium, giving 43moz of precious metals. ‘Ihis assumption is based on » 1km? grid,
and there Is Ikely Lo be further reserves in tho arca outside this grid.

Considering the uncertaintics, it is obviously difficult (o value IPM and the company could well be
worth many multiples of current Market Capialisation. One of the simple roulcs Lo valuation is the
price paid ounce in the ground. In North America this is normally around US$50/02 of gold; if one
was 1o hlve this 10 US$25/0z and npply a 1 in 4 risk factor this would still produce a value per IPM
share of USS1S. I the project does prove to be viable, USS25/v2 would be 8 low valuation for
platinum In the USA.

IPM’s unnunl expenditure is about US$S-6m per annum, and it is anticipated that 1S$15-20m will
need to be spent over the next three years in bringing (he project to a viable state.

1t must be remembered thut all valuations depend for theolr credibilily va the ecomonmlc
cxploitation uf the available reserves. In essence, success depends upon the generation of a viuble
metallurgical process. This wifl most probably take 23 years witha 1 in 4 chance of yuccess, and
investars must be preparcd to provide up tv USS20m in development coxts hearing this In miud.

History.

interpational Precious Metals (IPM)

IPM's roots go back to 1987 when it enjoyed a joint venture with Degussa AG and Hong Kony, based
tenkins Iloldings, which fasted until 1991, Up to 1993 soveral praspects in the United Starcs, Canada
and South Africa were investipated including the evaluation of a UJG2 platinum deposit cloxe 1o
Rustenburg. [PM first became aware of a number of precious metal prospects in Arizona in 1993 ata
Gold Invesiment Conference. All the prospects were known not to respond well to fire assay. Six of
the praspects were investiguted, and the samples seal W u luca] laboratory, recommended by the
vendor, whe used « fusion assay technique purtially developed by the laborutories of Stillwatcr Mining,.
The Black Rock ares returned the highest precious metals value (0.1602/t of gold) and at the end of
1993 the company entcred into a joint venture with the yendor to develop the property. Recently, IPM
has taken 100% control of the venture,

Almust from the start the company hus fought to mainiain credibility. At the heart of the debacle is the
fact that the ore dves not consistently respond Lo standard assay methods acecplable to the Investor and
Stock Exchange community. Both thc Arizona Depurtment of Mines and Mineral Resovurces
(ADMMR) and the ‘loronto Stack Exchange (I'SL) have consistently douhted the cxistence of 3
deposit containing platinum group metals md gold.  Disbelief is centred around the use of a non-
standard assay technique, and the fact that a large scale deposit of precious metuls huy gone underected
in « highly accessible area for so fung. In May 1994 the company’y sharex were dellsted on the TSE
due ta failure to lodge annuul accounts. The shares were relisted when the accounts wore lodged. Also
in that ycar 4 complete absence of precious metals was found in the depusit when evaluated by Kilbarn
Fngineers at the request of the TSE. IPM strongly refute this, pointing out that sampling was only
conducted duwn to a depth of 3 feet even though it was made known that mineralisation beginy wl
about 4 feet. In response to this, international mining consultants Behre Dolbear wore conbrcted in
May 1994, 1o assist with process development amd to authenticatc both wssay and recovery processes.

Present Status.

16 fuly, 1997 Pape 3
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For three years the company has been grappling with an ore where the precious metals are housed
within & complex minerul wulrix, which makes measuring and recovering the comtained values
extremely difficult. Ores of this type are Fairly common, such xs at the Emperor gold mine in Fyji
which has been in operation since 1935, These are commonly refcered (o as refractory or sumetimes
non-assayable ores.
At this juncture a workable assay method and recovery process has heen developed using
combination of well known catraction techniques. The problem is thar the ossay method is non
standard under Stack Fxchange regulations as it Involves Icaching, precipitation and cleclrowinning,
Using a number of methods, assay results from some 5,000-6,000 somples have consistently thown a
wide scatter of valucs which is typical of a non-assayuble ore.
A point of immense conjcclure romains as to whether the deposit hosts precivus metuls or is  *scam’
on Bre-X proportions. In this regard we have the advautage ol hindsight in considering this possibility.
Bre-X highlighted a number of characteristics;
» Avcrage assays for the six zones making up the S6moz of gold resource were remurkibly
consistent, averaging 2.3/t withi a range of 2,16-2.85gA.
% No half cores or duplicate samples where kept for future reference.
% Only two assay lsboratorics were ever used to process the bulk of the sampics, throughout
the duration of the project.
¥ Reproducibility in firc assaying was a major constraint.
¥ Free gold particles werc particularly coarse at 400 microns.
» Independent metallurgical lestwork gave a remarkable result of 91% recavery of the pold
in a gravily concentrate wiich was less than 1% by mass of the lced.

An appraisal of the information available shows littlc similarity to these charclristics except for the
difficulty in reproducibility in fire assnying. Recently IPM announced thut AuRIC, an indopundent
labovatory, has succeeded in developing a more conventionsl and reproducible firc sssay method.
Although an improvement, some cicments of the method still require optimising, and we look forward
to Behre Dolbear verifying the procedure in the near future.

We thercfore believe precious metals do cxist vn the property as there is « plethora of assay dutu from
many assay laboralories around the United States on head samples and plant products, including
retums $rom Union Miniere, Belgium and Eastern Smelting and Refming in Massachusciw,  Assay
values from repeat tests on the same sample oflen show wide variations. IPM concluded that a portion
of the precious metaly cxistx in 8 normal mineral slatc und the remainder exists in diflicult or unusval
uxsocintions, which Include combinations with tellurides, cacapsulation in silica, and within complex
molecular microciusters. These vnusual metal associutions do not exhibit & normal chenvical response
to stundard assay or recovery mcthods, and hence produce irregular results. The sheer weight of data
ey not indicate how much is there, but it docy clearly show that the properties host gold and platinum
group metals which may or may not be present in cconomic quantities.

To progress, IPM musi now have its assay and recovery prosesses indcpendently verified, and then
properly dercrming its resource base.

The company employs some 20 people and runs 3 Head Office, and a testing/storage facility in
Phoonix. The latter is n wurchousc which concains all bulk and core samples, a mobile pilot plant,
accessory test equipment and an assay/microscope fucility sufficient for the needs of the pilot plant.
Sharcy are traded on NASDAQ and also quoted on the Canadizn Dealer Board.

Global Platinum nad Gold Ipcorporated (GPGI)

The compony was formcd i 1978 and spent its time pursuing waniwn, tungsien and base metal
prospects. About 1S years ago a routine survey of stale archives in Arizona uncurthed old documents
detuiling agreements between the miners in the Oro Grande and other areas around Phoenix and the
San Francisco mint in California. These stated that the winers must waive all rights to any revenue
from platinum group metals contuined In the dore bars disputched for refining. Bused on this evidence
the company conducted some preliminasy wsts on a 9t sample which yiclded much the same result as
IPM’s initial investigation of Black Rock, Following this the compuny acquired the Weaver Creek
property, west of Phoenix with McFarland and Hullinger (8 locul trucking and mining company) as
partners. in 1994 GPGI bought out its partaers ond took vutright ownership of the property.

Up until the end of 1991 the compuny enjoyed a relationship with [nco Ltd, which ccased when Inco
downsized and liguiduicd numerous non hickel opcxtions.

The conipany Js not us well known as IPM because it is privately funded und therefore has not been
metallurgically scrutinised according ta Stock Bxchange rules. It has been developiny u suitable assay
and processing method For about 15 years. A lunge scale pllot plant capable of treating 100 Lons per

16 July, 1997
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day was erected on the Hassayampa property in 1994. This samc yeur also saw a claimed (cchnicul
breakthrough in both assaying snd proceysing methods by the use of two types of custom made
catalysts, which have snabled the process 1o be further refined over the intervening 3 yews. [ate in
1996 the company extended its plaat o include a refinery to selectively precipitate pald, platinum,
palladium and rhodium in the form of their specific chloride salts.

Both the nssay snd recovery niethods are highly innovative and are reported to yield precivux metals in
excess of Jozit of combined platinum, pallsdium, rhodium and gold. Rcturny from local refiners
confirm the production of precious metals, but not the yield. The company'’s situation in tenmx of are
type and difficuity of assaying and recuvery is similsr to TPM  Again, sufficicnt evidence exists 10
show that GPGL's properties host platinum group metals and gold. but independent verilicalion iy
required {0 ascertain the grade and whether the recovery prooess is viable.

A geologwnl report was conducted by Inco in 1991 on GPGL's properties und a portion ot‘ the
conclusion is quoted in full:

S there exists a wealth of anomalous high grade PGM analyses which are extremcly unlikely to be
produced by salting and theretore should be taken scriously. Although the scatter of PGM valucs is
extreme md in some cuvcy cven the order of magnitude is in gucstion, verigin metwl ratios are
impossible to be manufactured and ticrclore are considered to reflect natural samplcs. Inhomogeneiry
of PGM distribution is considered e one of the major reasons for the wide scsticr of values.™

Similor 1o IPM, Global should have ils assay and recovery pracesses independently verified to obtain
the necessary degeee ol credibility.

GGl employs a small number of people in itx Head Office in Salt Lake City, and in ils processing
plant slwated on the Hassayampa property. Arizona. A research and development facility is located in
Phoenix. The company has been involved in developing an accurate assaying method und process
route for the past 15 years. Shares arc quoted on the US Bulletin Board, and are extremcly difticult to
acquire.

Local Mining History, Geology and Ore characteristics.
Logal Mining Blistory,

The Arizona Department of Mines and Mincral Resvurces in Phoenix promotes mining in the state of
Avizona, maintains all current and historlcal records, and operates ¥ mineral museum. In a telephone
conversation the Dircctor of the department, Mason Coggin, confirmed that the local area around
Phoenix had been a rich gold mining region from the early 1880’s. The most famous small mines in
the hills and at the fool of the Littio Hurquahala Mountains were Bonanzs sad Golden Eagle. Recards
show past production from this area between 1888 and 1980 was approximately 143,00007 ol gold,
90,0002 of silver, 50,000 pounds of copper and 156,000 pounds of lead from 159,000 tony of orc.
Gold yield from these depusits wmounts to 0.90z per ton. It is worth noting that most of thix preduction
veeurred between 1888, when the Bonanzs mine was discovered, and about 1900, ‘the Bonanza mine
is sitvated in the northern part of IPM's Black Rock North area.

The Department also confinned the prexcnce of gold in other areas of the state. In the north west, one
operting mine, Gold Road near the towa of Oatman, produced 46,0000z of gold Inst year, but Mr
Coggin stresses no copper or PGM’s. [n the south west. a number of gold deposits exist which are in
feasibility stage. All of the gold in these deposits has been anulysed by fire assay using a standard Nux
and recipe of chemicals. Bath Mr Coggin and the Department’s Mining Engincer, Nyl Neimuth, are
adamant that the IPM desert sand properly will not pruduce gold or POM’s, as it is unlikely u Tavge
deposil of precious metals could £o undetected in such an casily accessible avea.

Platinum group metals do exist in ures of the United States other than at the Stillwater wing, which is
located in Billings Montuns. North of Arizona, in the state of Utah, the Binghuin Canyon operation is
known to praduce not only gold, copper and molybdenum but aleo platinum, uranivm, selenium, and
tellurium as a by-product. This bas been noted in “Gold in Porphyry Copper Systems’ by Edwin
‘l'ooker written in August 1989, which reviews, amonyg ather plants, Bingham’s production butween
1982 and 1984.

IEM Geolopy.

The following description has been gleaned fromn various reports written by Tom Dodge, 1PM’s chicl
geologist, and from a discussion of these reparts with Tom whilst in the field drilling sector 35 of the
lack Rock Basin.

‘The Harquahala Mining District has been extensively studied by many geologists from 1911, the most
recent being Richards and others in 1987,

16 July, 1997 _ Page 5
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13asc and precious metal mineral depuosits can be divided into two distinet types:

e quartz veins and

e quartz-sericite-pyrite nssemblages and their oxidised darivatives,
Vinually all metal production from the area was from the Bonanza and Golden Ragle mines, where the
precioux metnl values are of the quartz-sericite-pyrile type. The arca is structurally complex containing
» great diversity ol ruck types and hosting both types of mineralisation,

The area is one of the oldest in the USA wt 1.7 billion years and has undergonc many later changes
including a ronjor 68 million year old Cretaccous ingrusion. Topographically, Black Rock North is
elevated 300metres above the Black Rock Basin.  Considerlog the very long deformational and
crosional history of the arca, and the very fine gold purticles associated with it, it is possible that the
Bonanzn / Gulden Eagle mine area could be the source of alluviul desert placer reserves.  Kennecott
Copper has excavated a small open pit approximately 400metres north of the Golden Eagle mine and
exposed well mineralised oxidc snd sulphide rock at u very shallow depth. Further south (hese
sulphides bave been oxidised by locul ground water which vecurs 3t SOmeuss i the north and
100metres in the south.

Suecewsive periods of uplifiment, erosion, burial and compression have taken place and a shallow lake
has exisied several times in the Black Rovk Basin. The arca hax also nndergone a number of perlods of
wanming as is evident by recent volcanic activity - specifically 10,000 year old valcanic hills and 4,000
yeur old sinter cohes.

Conditions have existed where gold (and PGM’s) have been mochanically transportod, leached and
deposited; then re-leached and re-deposited several times over its history via weak saline solutions.
Coarse sandy and coarse porphyry copper and sulphide deposits in the north, and ultralines with very
fine mineralisation in the svuth lend weight to the theory of this mechanism. From bedrock and gruvel
profiles the area is shallow in the west and north and deeper in the south and east.

The top 9metces to | Smetres consists of fine sand and gravel beds. Below this, homugencous fine
grained sands with u high content of clay (20-50%) exists dowa to 120m. The clay component is made
up of a muss of alteration products of sericite, phyllite, chlorites and schists. Gold is associated with
haematite, quartz, culcite and brecciated country vock. Gypsum occurs as evidence of suceessive lake
basins and formation of calcrete is common,

GPGI Genlogy.
The following grological observations have been obtained from 2 preliminary assessment of platinum

and gold polcntisl of the Oro Grande and Weaver Creek propertics, prepared for Inco Lid by Peter
Fischer, PhD, and from documentasion supplied by GPGL.

Hessavompa,

The ore body is an alluvial flood plaia deposit of Queternary or rccent age. It is partly argilluceous,
and partly arenaceous siltstonc which is locally conglomeritic. The source racks are up-stweam primnary
rocks, some of which have been carricd Iur lony distances berore beiny deposited. The presence of
pre-Cambrian granitcs and other igneous rocky as well as metamorphic rocks such as gnciss, schixt and
slate in the general area has been confirmed. Microscopic vramination of the vre reveals native gold,
silver and platinum minerals are very small in size. ‘The bulk of the pold-silver-platinum
mineralisation is contained in a rock fraction within the entire mass that oflen uppears as a reddish
brown laycr of trigble agglomerate oonsisting of very small uurtz fmgments with a calcarcous mutrix.
‘Tunncr Construction conducted u gravel operation from May to November 1993, A part of the alluvial
ore body was mined, crushed and screened and the gravel removed for road building. The remaining
500,000 tonnes o) <}3mm fines was stockpiled and constitittes the feed to the adjacent smyll scale
production/pilot plant. It is this matcrial which has been the subject of process development studles
over the pust 10 yows. During the last 3 yours significant breakthroughs have been mads in the
development und use of a catalyst, assay procedure, smclting, upgrading of dorc metal and the
selective precipitation of gold, phitinum, patladium end rhodium as thele specific chloride salts. lrom
assay rucvipts scen by the author dated 1994 onwards lrom Union Minicre, Belgium and Lasiern
Smelting and Refining in Massachuselly, 4 variety of plant products toulling 165kg, assayed 41kp/t
stiver, trace to 29.8kg/t Gold, 2.2 o 172.3kg/t Platinum, 0.5 to 90.12kg/t Pallzdium, and wrace v
skg/t Rhodium.
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Weaver Crech,

The property was operated in the late 1980's as o placer operation without much success duc o Jow
grades, very finc gold and inchicicnt extraction procedures. Most of 1he gold recovered was sold to
Johnson Matthey in Salt Lake City.

‘The distict is one of great geological age. The specitic area of Weaver Creek is part of u lurge system
of Nuvial fans that ariginate from the mountain runges 5-10 miles north and north-cast lrom Weiver
Creek and which contains dozens of gold occurrences and in part rich, previous gold mincy. The Inco
report siates that at a basin scale this setting appears to have important similarilies with the paleo-
senting of the Witwatersrand basin in South Africa.

Two dayx of sampling and minor pumning at Weaver Creek established the presence of visible gold in
recent creck sunds snd in older, crudely stratified gravels. Heavy mincral concentrate produccd from 3
tailings plle of a previous gold recovery operation was smelted and assayed by Alpha Rexexrch Comp.
in |lenderson, NV, 1o give 3.1-6.2kg/t gold and 150-900/t platinam. Assuming a conventrali: mass
recovery rutio of 100:1 for the gold recovery step and agnin for the gravily concentration step, and a
precious metal recovery of 50% in cach cuse, the calculated hend grade is | 1.5/t gold and 1.2p/t
platinum. Onc sample collected from Weaver Creek was assayed by Inco;

<0.1Sg/t Pt <«00)4gtPd  <0.086g/t Rh <0017 A  0.08Gy/t Ag

‘The propesty is underlain by Precumbrisn mafic schists and an intrusive composed of a wide range of
diaritic to wltramafic, mostly gabbroic rocks that show a cemplex igneous and metamorphlc history.
The mafic intrusive is brecciated, metasomatizcd, - hydrothermally altered and veined by what is
interpreted as the effects of a major, unexposed Cretaccous-Tertiary pluton which also is interpreted to
have uplificd the southem part of the property, i.e. the mine area.

Two breecia cones exist within the mafic intrusive:
e The first is the previously known NE trending linear zone that hosts the old Oro Grande mine;
» the other is the newly outlined NE zone that, in plan, has a funnct shupe widening Lo the
northenst and disaspponrs under overlying Tertiary sandstone and voleanics.

Multiplc fracturation alternating with multiple deposition of quariz, iron hydroxide and pyritc is
evident from petrography and indicates long periods of distension asyoculed with  continued
hydrothermal fluid supply.

Key indicator elements and ratios of chemical analysis indicate that most of the host rocks cast of the
gold ore zone arc not dioritic bul gabbroic to pyroxenitic and have some distinct ultramalic afTinitics.
Of the precious metals platinum is the most abundant and values mostly exceed the levels of gold and
palladium, All 24 sumples taken and anslysed by Inco are highly anomalous in phatinum with
abundance rmnging lrom 0.1-22g/t. Pltinum:palladium ratios are consistently high, (5 t >10), higher
than the Merensky veef in South Africa which has platinum:palladium ratiox of 1.03 to 3.0.

The genetic model postulates the leaching of PGM’s by pluton relsted hydrothermal fluids from
unexposed, PGM-¢enrichcd ultramalics intw the high-level, exposed, Linear Brecein zone and il
ultramatic host rocks. The absence of PGM concentrations in ultramafic rocks in the surrounding arca
is not discouraging since the cancentration of PGM’s in a hydrothermal vent arca would necessarily
requirc PGM depletion elyewhere.

Inco’s report concludes that the Oro Grande property is a Platinum-Gold occurrence it a previously
unrecognised and favourable scuing. Tt has unquestionably high anomalous platinum values and very
favourable platinum:palladium ratios in several rock 1ypus. '

Iu couclusivu, both cumpuuics ure in indcpendent agreement a5 t0 the geology of the arca and the
likely sowrce and formation of their respective deposits. In cach case erosion uf the original deposit
followed by mechanical trunsportation by some 5-11 kilometres both moved and redistributed the
precious metals over a wide area. The complex uccumrence of precious metals has most probably been
derived fram numerous periods of leaching and precipitation in 2 saline, shallow lake environment
combined with ruch goolugicul nctivity, which changed the topography of the aren quite considentbly.

Eroxion exposed gold and PGM's in the Linle Harquahala Mountains, which wax then transported to
the south and dowastream into a shallow lake, Evidence suggests the lake formed, dried and reformed
4 number of times in conjunction with a multitude of geologically active periods which infused
considerable hent into the local orea and changed the surrounding topography. Severe mechanical
depradation ia apparcol from the very finc surface to shallow marerial.
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This sydem is very different 10 the deposition process of gold in the South African Witwatersrand
basin. In this cusc, the precious tuctuls have been leached und remobilised a number of times probably
in combination wilh intervening periods of mechanical degradstion and concentration, |1 is surmised
this extended and convoluted pracess rosulted in the precious metals existing as vxotic and camplex
associations.

Org Characteristics,

Both IPM's and GPGI's ares have similar gealogical characteristics which suggests a common svurce
and matching sequences of erosion, transportation and deposition. 1PM’s materiul is a classic descrt
sand; fine and powdery and rypical of an alluvium deposit sitting above a dipping gravel bed. GPGI's
material is the more primary of the two, being almost entircly wlluvial grmvel on the Weaver Creck and
Hassayampa propertics, und essentially a hardrack assemblage on Oro Grande.

10 both inxtances, gold and platinum proup elemonts respond abnormally o conventional asvay and
rccovery processes cansidered typical un the platinum mines in South Africa. Althaugh no detailed
mineralngical work has been conducted, a detailed literature review by [PM provided cvidence that the
precious metals exist in unususl chemical and mincrslogical associations which obscunc or prevent
normal metal behaviour. Both IPM and GPGI have rescaschud this phentomenan in the literature and
through selected consuliants. Their common conclusion which explainy some of this behaviour daws
on the concept and the peculinr dynamics of mictoclusters. o additon there are occurrences of
tellurides, which ave characteristic of refractory ares, and high quantities of ulty minerals.

Although it is not the purposc of this. biief to expand on microclusters, a short description will wid an
understanding of the are’s unusual response to tried ond tesicd metalhwvgy.

Much research hns been conducted by eminent scientists on this subject since the mid 1980'y, and it
cxplains why some orcs are deemed to be noneasxayable since there ure some naturally oceurring
materialy which cannot be successfully determined by fire assay. As quoted by the Faraday Division
of the Royal Society of Chemistry °...... the metals do not behuve in the manner which, an the basis of
normal accepted practicv, we expect them 10 behave.”

Under normal canditions precious metals cxist as large collections of atoms and moleculex which have
[ufficient mass to behave normally in a way we expect. Duncan and Rouvray in their paper wrillen in
the Scientitic Americon of 1989 dcfinc microclusiers as when the number of lomy contiined Is not
sufficient for the clemental cluster to behave chemically or physically as would be otherwise
predictable by present day chemistry. For example, gold does not become gold ax we know it until th
40°h gold atam locks on to the KZ 12 lattice. n this context il is unnecessary to understwnd the
chemical details of this, but it is important 1o realisc that kndl this happens, it by gold, dut it cunnaf be
assayed or recovered as such. This applies equally well to platinum, palladium and vhodiuuy, us it
does 10 gald.

1t is therefore necessary for any assay or recavery process lo stabilise the precivuy metals, i.e. to bind
the microclusters into farger groups which hchuve as everyday metols, From claimed yiclds, both 1PM
and GPGI appear to have doveloped s procedure which converts the unstable metals into a smte which
increases thele amenahility to nomial recovery practices.

Assaying procedure.

Ores where the precious metals are hosted in simple associations with silica are accurately measurcd by
standurd fire nssay using a standard flux containing, among other things. lithage (lcad oxide). The
precious metals in the ore arc smclied and collected hy the lithage, to produced a lead button which
collects at the bottom of the furnace pol while a barren slag phave is formed on top. The button is then
recovered, ropsted, treated with acid to remuve the lead and assayed.

A ditticult or rufractory ore contains some elements or mincruls, such as sulphides, arsenic, carbon and
antimony which prevents the lead, ar any other colicctor, from fully rccovering precious metals. To
counternct this the ore is pre~treated, sometimes by roasting or prensure nxidation in an sutoclyve, and
a customised flux is used to ensure the callector recovers all precipus metals.

in the case of the Ariconn desert sands, the very unusual occurreace of the precious metals as
microciusiers poses extremely difficult chemical problems in both assaying and recovery. The
application of any normal process has been unsuccessful and this has forced both IPM and Global to
develop their own methods which are similar i principle to the siandard method for refractory ores,
but are considerably mere coruplicated. 1PM’s procedure includes clectrowinning as 3 further
scpuration step after sinclting, and Global's method includes acid treatment before selective
precipitation.
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Revently, IPM announced that AuRIC has developed a standard fire assay technique which yields more
consistent and accurate results. It js understuod his new method takes into account the mineral
asscmbluge of the sample which can then he more cffectively prosessed with a suitable Mlux rocipe. It
sppears that this largely rectifies whatever adverse mterference the clays or silicales in the sample have
upon the chemistry of the ussay method. but the successful measurement gnd ireatment of the unstablc
precious metals still remains unresolved. Accarding to sxpericnced assayers this particulor puint in
debatable. The causc of fine assay crvor, whether the ore is refructory or has an adverse mineral
assemblage, is due 1o the following,

¥ coarse gold
coarse milling of the sample
tho presence of organics, including carbon

low furmnace temperature

¥ ¥ ¥YYy

the presence of specific quantitles of tron, Thanium, Chromium, Arsenic, Antimony,
Bismuth, ‘Ucllurium and Sulphides,

Provided the precious metaks arc not totally encapsulated in silicates or clays or intimutely associated
with chromite, hacmatile or magnelite, a high proportion of silicates or clays should not adversely
aftect either the accuracy or reproducibility of u fire asssy. One of the fumctions of fluxing and fusion
is lo melt these minerals into a slag phase and separate them from the lead bead. This issue will be
addressed when Behre Dolbear audits AuRIC’s new assay procedure.

Recovery process.

The recovery process both companies employ is very much u clone of the assay methad each company
uses or hus used in the past. In practice, cach company is in the carly siagex ol reserch and
development and has to datc generated a laboratory scule method vather than a recovery pracess. The
difference berween the Two [s that a recovery process can be casily scaled up 1 a commercial system.
In this case both laboratory scale methads require a considerable amount of technical input to lcver
them up to #n economic level,

A number of large gold mines such os Goldstrike in the United Stotes, Kanownu Bell in Australia and
Porgera in Papun New (Guinea use rousting ot pressure oxidation in autoclaves to successfinlly weat
refractory ores. The South African platinum produccry also utilise pressure oxidation and leaching in
the proccssing of platinum ores. These methods are well known and both Global and 1PM usc leaching
and smelting in the recovery process. A long standing and particularly well kauwn cxample of a
difficult and refructory ore is the Emperor gold mine in Fiji which tas been in exislenoe since 1935,
The gold is intimately occluded with tellurides and sulphides and suffers from low necovery as well as
a non reproducible assay method which uses masling 4y u pre treatment. It is intevesting to note that
Western Mining Corporation attempied to treat Cmperor’s tallings dumps which conlained 3g/t gold,
and fuiled @y it proved uncconvmic due Lo the nature of the ore. In contrast, ERGO in South Alrica
economically ireats a non-refractory gold tailings dumps with 0.5¢/t head grade.

Both [PM's and Ulobal’s prucesses ure identical up (0 und including smelting, After this, 1’M casls a
fead anode which is then electro-won 1o produce  precious metal sludge Tor Turther refining. Glabal
prefers to acid treat the resultant dore bar which is then further vefined in the recently commissioncd
refinery on site.

A proper interrogation of these two processes has yet to be conducued Lo uxcertain eificiency and where
luss vceurs and in what form. Both companies have commented that o few cursory lesis have shown &
significant quantity of precious metals may be recovered by releaching the filter cake tailings.
indications are thut rovovery is low snd further development can yield significant improvement.

Potential.
Resource onnces.

IPM’s property covers some 163km* located immediately south of the Litde Harquahala Mountains,
| S0km west of Phoenix.

The northern portion, called Black Rock North, was recently acquired and covers somce 103km?
inmediately north of Interstate 10 which runs through the centre of the property. Drilling targets have
been identificd and a progrum iy underway for completion before the end of the year.
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Lacation plan of IPM ground

The origiral Black Rock property covers 60km? south of [nterstate 10 und is relerred to as the Black
Rock Basin. I has been explored sinec the company (irst bewan evaluating the site, paticularly
Portion 35 which is a Lkm® segment chosen as the first area to dril). Mo date this remains as the most
intensively drilled portion with 121 boreholestoa depth ot 30 metres. The rest of the area sarcounding
portion 35 has been drilled and sampled (o » sufficient degree to establish the eatent of a large gold
snomuly (24kn’) bused on an isv-cunlour mup using un ofd firc uxvay method o analyse xumples taken
down to 1S metres. Assay results show the Black Rock Basin arca to be homogencous with respect Lo
precious metals.

Geochemical anomaly, Black Rock Basin
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A signiticant numbcr of holes atound Portion 35 have been drilled and assayed to a depth o' 30 metrey
and deeper, and show the nnomaly has a distinet boundary 1o the north, but remains open 1o the south.
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To date IPM has not calculatcd a resource base because u reliable and consistent assay proceduec has
only just been developed. and remains to be verifed.

A plethora of drilling and assay data is available, but this is unproved because of the inaccuracy of the
assay methods used up to now. Once autheaticared, 1PM infends to re-syyuy the sumples using the new
techmique.  Present data does, however, provide a stong indication of what can be expeeted (rom this
deposit in terms of resource and recovery

Given the following assumplions:
e 30 metres mining depth (as per the drilling of the original 1km? grid No, 35);
» an area of lkm? (the area of the original prid Na. 35):
e 0.8 oz per ton yield of gold. platinum and palladium:
o bulk density of material at 1.8 tonnes per metre*

TPM’s resource base is estimated as S4mt at 0.802't of gold, platinum and palladium, giving 13moz of
precious metals. This assumption is based on just a lkm? grid, and there is likely to be further reserves
in the arca ouwside this grid.

GPG’s resource base consists of a reported 500,000 tonnes stockpile of enhunced ore (i.e. crushed and
screened). In @ release in early March 1997, the company valued its ore at US$2,500/t based on
recaveries of precious metals it hod obtained in itx plant. Using GPGI's proportions of PGM's in ore
this Is equivalent to a yield of 7.30z/t. This is a very high figure (a typical yield from a South Alrican
platinum producer is 0.}50z/t) which remains to be validated. It should be noted this is ‘upgraded
material’ - it is not clear what amount has been discanded and thus what the “in-situ’ head grade may
be.

Nu dritling has been conducted un any uf the three properties held by GPGI, becuuse at the full
production rate of 100Vday of Its small scale production/pilot plant, the stockpile will last for same
15 years. Also, Global's objective has been to develop a recovery process rather than prove up
resoumccs.

Value of the ore and operating coats.

Up until very recently IPM has quoted a recovered grade of just ! 0.250z/t pold. At the AGM on
Friday 20th June 1997, it was unnounced thal this had been improved to 0.8202/t of gold, platinum and
pulludivm. Rhodium has still been excluded beeause a recovered prade could not be obtained in time
for the compnay’s AGM. ‘This value has thereforo been used (o estimate the worth of both [PM's and
GPGI's ores, even though GPGL has quoted a yield equivalent to 7.30zA, from ifs stockpile material.

For comparison, equivalent figures from Lonrho’s platinum operation in South Africa ar¢ shown
below. What is very apparent is the difterence in the relative proportions of metals between a typical
South African Merensky ore and Arizona’s desert sand. Relatively, the desert sand is pacticularly rich
in paliadium and rhodium at the expense of platinum, Assay dxts has 30 tar indicated thay Global's ore
is richer than IPM's. Geological observations by both companies as well as an independent report vn
Global's Weaver Creek and Oro Grande properties by Inca i 1991 lend credence to this, Although
these resulls are prefiminary they confimm geological studies by others that the source and subsequent
leaching and deposition sequences are entirely different to South Africa’s Bushveld complex.

Plotinum | Palladium | Rhodium Gold
USYor ano 180 350 320
Yield and Value ‘Total
Lanrho oo/t 0.08 0.04 0.0] 0.01 0.1dus/t
USs 32 7 ) 3 $46/t
PM ozt 0.29 0.21 1 0.32 0.83202/t
Uss 116 38 ? 102 $256/t
Rulutive  Porceniuges
Loarho 0 15 9 6
IPM 48 15 ? 40
GPGT 37 a3 19 j

16 July, 1997

Page 11



07/21/97 MON 14:53 FAX @013
SENT BY:T Hoare & Co Ltud - 7-97 ;7 16:26 T. HOARE (= 0016179730775 #LI7 1D

International Prec.ous Metaly /' Hoare & Co. L1d.

Based on recovened presious metaly, Ihe vilue of a ton of IPM ore is around UN$260 wilh platinum
uccounting for about 45% of the revenuc. This is considerably more thun the US$46/t carned by
Lonrha, 70% of which ix derived from plutinum.

Loncho’s Mercasky and UG2 plutinum ores contain PGM’s and gold in 3 sulphide and silicate Iatrix
where platinum group metals exist not ouly lu sulphlde form but also in a tumber of ivon-wlny
assaciations. all of which arc recoverable by conventional means, Cash operating costs are US$3s/h
covering miaing, milling, floation, smelting and refining. providing an operating prafit of US$ I/,

Both 1PM’s and Cilohal's processes are in an early stage of development and meaningful operating
costs are not available. However, the most cxpensive portion of the recovery process has been
identified as smelting the primary concentrate (the solid precipitats produced from the ageressive acid
leach). Although actual smelting is relatively cheap, the mixture and content of the chemicals uaed in
the Nux accounts for about 70-80Wa of the Lotal cost.

At this stage the rocovery process ig known ta be imperfoet and indications are that the recovery is low,
Ruth companies have conducied dissolution und recovery tests an the waste filter cake from the Jeach,
and found the cake to apparently contain just as much precious metals as the primary concentraie.
Recovery could thereforc be lower than 50%, which in tum means the head grade is probably
substantially greater than 0,820zt Global's March press release quotiog an ore value of US$2,500/,
or 7.30z/t yield, could well deliver an operating profit of some US$2,000/ plus (on the uppraded
material). Altbough this may be questionable, the upside potential is so great that It warrants further
jnvestigation.

Even though IPM ostensibly has a rich doposit of procious motaly, the generution of sn economicul
recovery route is dependent upon the success of some technical breakthroughs in metallurgical

processing, “This places the company at the forefront of process developinent, which obviously currics
a certain amount of risk and cost in terms of whether an innovative process will be successful oc not.

We have assessed the risk as the product of the following probabilities:
A 75% chance that precious metals exist in sufficicnt quantitics to support 3 viahle operation
A 80% chance that & reliable assay method can be developed within 2 years
A 60% chance that an économic recovery process can be developed within 3 years
A 80% chance that all required permits can be obtained for mining
When multiplied up the probability of success is 28.8%, or approximately 4 ) in 4 chance.
Conclusions.

There is sufficient geological and assay data to show that platinum group metals and gold exist in
measurable quantities on both Global's and IPM’s ‘Desert Sand’ properties lncated west. of Phoenix.
lntensive estwork by 1PM, with advice from Behre Iolbear, on three bulk symples yiclded 0.8202/t of
gold, platioum and palladium, making Black Rock powentially one of the richest ores in the mining
industry. ‘I'hese figures are based on work done by JPM and are unsubstantinted. At this yield mill
feed is valucd nt US$256/t - significant compared to typical warld class precious metol mines which
generate USS15-604.

From geological data reviewed. and with particular reference to n geological report by Inco, an
enormous amount of focal gevlogical activity hus deposited precious metals in very ususual chemical
and mineralogical associations which respond abnormally 1o conventional assay and recovery methods.

Assaying and recovering the PGM’s and ¢old has proved extremely difficult. Roth companies have
developed workable, but incfTicient methods, which roquire significant tchnical improvemeal before
extraction can be congidered 10 be economic. Rehre Dolbuar has undertaken verify IPM s uywry and
recovery processes and we expect this to be accomplished in the near fuwre.,

IPM’s resource base is estimated at 43moz of gold, platinum and pulladium, which. allowing for risk,
could value the company’s sharcs at USS(S/share today. The company must icsolve some tough
metullurgical problemy in order o realise the (ull potential of this malcrial, and al this sage the
chances of the project being developed into a viable, econamic operation within 2-3 years are
estimated as | in 4. During this poriod, the company will require funding ol about US$5-6m per
annum.

d
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This is a truly speculative situation, where the estimuted risk is bulinced by significant upside
polentiyl, Above all, both conmpanies must have theic assay and recovery processes indepeudently
verified to enhance credibility and to progress closorto 8 viable process.

It must be remembered (hat ail valuations depend for thelr credibiity on the ecoromic
exploitation of the avulluble reserves. In essence, success depends upon the gencration of u viable
metallorgical process. This will m1ost probably take 2-3 ycars with a 1 in 4 chance of success, and
investors must be prepared to provide up to USS20m in dovelopment costs beariog this in mind.

Martyn Hay
Author’s credentials.

Martyn Hay bas a Bachelor of' Science honours degree from the University of Leeds, Is a reglstered
Professional Engineer in South Africu, und has twenty yeurs expericnce in extractive mewallurgy
including consulting, plant aperation, research and development, process deslgn, project management
and commissioning covering tin, base metals, gold, vranium, sulphuric acid, chromite, coal and
platinum group metals. He has worked for a number of lurge Mining Houses In South Africa,
including Lonrho as Consulting Metallurgist responsible tor the technical operation of the company's
platitum operations.

At Lontho responsibilities included developing techuology partnerships, directing research und
development, mainmining technical standards end the quulity uad doploymant of matallurgical staff
and agsigting in strategic und corporaic planning.

In recent years ho has complcted n number of fcasibility studies including a Due Diligence exercise on
the procassing cupabilitics of Lonrho and Impala Platinum as parnt of 3 merger option between Lhe two
companies. Successes include x USSS0m improyement in productivity through enhanced employec
capability frown the performance evaluation and subsequent re-engineering of Lonrho’s concentrators,
and the award of a silver medal from the South African Institute of Mining and Meclallurgy.
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Southwestern Minerals
Exploration Association

D.O. Box 40938 July 14, 1997
Tucson, Arizona 85717

Mr. Fife Symington, Governor of Arizona
Executive Office

1700 West Washington

Phoenix, AZ 85007

Re: Arizona Department of Mines
and Mineral Resources

Dear Governor Symington:

The Southwestern Minerals Exploration Association (SMEA)
is an organization of 43 mining exploration professionals that
has been headquartered in Tucson for the past 25 years or so.
Collectively we have literally hundreds of years experience in
the prospecting for, finding and development of all types of
mineral deposits. SMEA members also have a wealth of experience
in the examination and evaluation of all types of precious metal
proposals and prospects. Although we are located in Arizona,
our members have worked all over the world for major and junior
mining companies, governments, groups and individuals.

As experienced professionals in mineral exploration, the
SMEA membership wishes to express our support for the Arizona
Department of Mines and Mineral Resources and their personnel.
The Arizona Department of Mines and Mineral Resources is charged
with serving the Mineral Industry and the Citizens of Arizona and
we believe that they are doing an excellent job in fulfilling
these duties. SMEA supports the Arizona Department of Mines and
Mineral Resources and encourages the elected and appointed officials
of the State of Arizona to also support the Department in their
endeavors.

If our experience and expertise would be of assistance in
any way, please feel free to consult us.

Sincerely,

" SOUTHWESTERN MINERALS EXPLORATION ASSOCIATION

Russell M. Corn - Secretary '

cc: State Attorney's Office, Attn: Mike Warzynski

Chair, Board of Govs, AZ DMMR, William Miller
AZ Geol. Survey, Attn: Dr. Larry Fellows

H. Mason Coggin, Dir. AZ DMMR
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Date :July 10, 1997

To : Allen Walker, Risk Management
From : Bill Hawes, Assistant Mine Inspector
Re : IPM Claim against State

I recommend the State agree to pay [PM the amount demanded in their claim, PROVIDED a
recognized, registered mine consulting firm confirm IPM’s claims of tonnage, grade, recovery and
profitability. (With the recent Bre-X publicity, I would recommend the same consultant be used as

was used there.)

If said consultant finds the IPM holdings to uneconomic, IPM shall drop their claim against the
State and any of its employees and pay the consultant.

If the consultant finds IPM’s claim to be valid, the State will pay the consultant and honor [PM’s

claim.
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STATE OF ARIZONA
OFFICE OF THE ATTORNEY GENERAL
e A INSURANCE DEFENSE SECTION TELEPHONE  (602) 5424051
ATTORNEY GENERAL 1275 WEST WASHINGTON, PHOENIX B5007-2926 FacsMILE  : (60%) 542-3393
TELEFAX COVER_SHEET

DATE: JULY 2, 1997

TO: MASON COGGIN

ENTITY: AZ DEPT. OF MINES AND MINERAL RESOURCES

TELEFAX #: 255-3777

We are transmitting 6 pages, including this cover sheet.
If you do not receive all pages, please call immediately.

FROM: Michael Warzynski (602) 542-~7698
SECRETARY : Chris Czajkowski (602)542-7628
REMARKS : IPM

THE INFORMATION CONTAINED IN THIS FACSIMILE MESSAGE IS ATTORNEY PRIVILEGED AND
CONFIDENTIAL, INTENDED ONLY FOR THE USE OF SPECIFIC INDIVIDUALS AND/OR ENTITIES.
IF THE READER OF THIS MESSAGE IS NOT THE INTENDED RECIPIENT, YOU ARE HEREBY
NOTIFIED THAT ANY DISSEMINATION, DISTRIBUTION OR COPYING OF THIS COMMUNICATION
IS STRICTLY PROHIBITED. IF YOU HAVE RECEIVED THIS COMMUNICATION IN ERROR, PLEASE
IMMEDIATELY NOTIFY US BY TELEPHONE, AND RETURN THE ORIGINAL MESSAGE TO US AT THE
ADDRESS BELOW VIA U.S. MAIL.

Reply to:
Insurance Defense Section
1275 West Washington
Phoenix, Arizona 85007
Telephone: (602) 542-4951
Fax: (602) 542-3393

IDSPHX2=659-1
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LEWIS Pbocaix Office Tecson Office

AND 80 North Central Avenue Ont South Church Avenue Suits 700

ROCA Phocnix, Arizraa 850064429 Tacron. Arizosa 857011620

Facsimile (602) 2625747 Presimile (420) 623-3688 MCI ID:
—llP Tolephona (602) 262-5311 Telephone (520) 6222080 £%7-6316
LAWYERS

Amy R Ponex Our Pilc Number
(602) 262-5792 36988-001
July 2, 1997

BY IELECOPY - 542-3393
Mr. Michael Warzynski
Office of the Attomey General
1275 West Washington
Phoenix, Arizona 85007

Re: Affidavit of Dr. Samuel Shaw, III
Dear Mike:

1 am enclosing a faxed copy of an affidavit from Dr. Samuel Shaw, III,
the project engineer for Behre Dolbear during its work on TPM’s Atizona property.
You will note that as of June 1, 1997, Dr. Shaw has becomne employed by IPM as
Vice President of Engineering Scrvices. I would appreciate your distributing this
affidavit to members of the board before today’s meeting. I have taken the liberty of
distributing it myself to the governor’s office.

Sincerely,

Amy R ¥orter

ARP/mbf

Enclosure

ABE03DSD
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State of Colorado

County of Jefferson

LAY,
SLaTh

AFFIDAVIT

i
£ o

=

Samuel Shaw, TI1, beiné ‘first duly sworn, deposes and says:

4

My name is Samue! Shaw, IIi, and T make this affidavit based upon my own personal
knowledge.

A : S

I have an un;lel;graduatc degree in Mining from the Missouri School of Mines and two
graduate degrees in Mining from the Colorado School of Mines. I have over 40 years of
professional experience, largely in the managemest of the exploration apd development
states of both underground and surface mines of precious metals, base metals, coal and

wanium, I have completed work assignments in North, Central and south America.

From approximately Scptember 1992 until December 31, 1995, I was employed dy Belwre
Dolbear & Company, Inc. (Behre Dolbear) s a senior associate. In that capacity, I became
familiar with International Precious Metals Corporation, formerly International Platinum
Corporation hepeafter rcferred as to “TPM”, and the Company’s efforts to explore and
ultimately develop a mining propefty west of Phoenix, Arizona, known as Black Rock (the
Property).

Behre Dolbear 51‘5 one of the world’s oldest and most respected international ymining
consulting ﬁrm;, and is ipternationally well-recognized in the minerals industry., Behse
Dolbear has bc'nern a professional sdvisor and consultant on virtually all aspects of the
minerals industiy. Behre Dolbear is regularly retaibed 1o pezform evaluations of all stages
of mining, from initial prospecting through firial due-diligence swudies and approval for
appropriate finagging. In some instances, Behre Dolbear is retained by investors to monitor
the mining cperg’tian ence production has commegced. Behre Dolbear performs assigrynents
for @ wide rangg of companics assaciated with the minerals industry: major and junior
mining companies with internatjonal interests; cornmercial, regional, and international banks;
and, foreign ancg‘domestic governmental sgencies. |

There are four stages in the life of a mine. The first, the Prospecting Stage, is the search for
mineral depositsiof potential economic value. It utilizes various methods such as ditect on-
site geological e¥aluation wilizing mapping and rqcksamphng, Drilling, acrial photography.
soil sampling, and other metheds of geophysical pipspecting ate employed. Pl

The second stats; termed the Exploration Stage; px{dmakes the deteymination of thg grade
of the mixeralizition, physical characteristcs such aé length, width, depth of the mm‘gt;}lgﬂd

Rve
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10.

11.

12,

13.

[l

body, amenability of the mincralization to appropriate methods for both. mining an;i
processing. Prigrary tools employed are drilling, sampling and assaying. ?t is during this
stage that carefubevaluation of all the factors affecting the mining, processing, and sale of
products, determgjnes the project’s economic feasibility, i.e., can it become a profitable
mining operation? Tt is also in this stage that the mincralization will be elassified as ore or
only as a resourcé that cannot be mined profitably:at this time,

If an esonomically antractive ore-body is proven, then the purchese and erection of necessary
processing equipment is undertaken, mine design is completed as well as the imitial pre-
production workings for gaining access to the ore-body. Infrastructure such as electric power
and water supply are construcred. This stage completes all the necessary facilities and
equipment to commenee production, i.¢., the full definition and purpose of the Development
Stage. Fora Smﬂ,l’ raine this may Tequire a year of so of time. Large underground or surface

wines may requjfe several years before reach bull stabilized production goals.

The final stage is the Production Stage when a constant leve] of production is realized.

@004

PRGE . B84
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5 ol :
IPM is currently in the Explorarion Stage, seeldx'x:g.rp determine if the quantitics of gold at

!

the property are: écopomically profitable.

At the time the ‘Arizona Deparment of Minss anid Mineral Resources (ADMMR) took
samples from tﬁic“,Pmpeny, IPM was in the Prospecting Stage.

In 1594 after mmm took five samples from the Property and made statements to the
effect that no gold existed a1 the Property, Behre Dolbear was retained by IPM for assistance
in completing thie Prospecting Stage at the Property. ['was the project manager assigned to
the task. Undex thy supervision, Behre Dolbear, without the presence of any IPM employees,
complcted the diilling of eight (8) drill-holes, eacti to a depth of 50 feer. Individual samples
for each 5-foot Tength of drill-hole were obtained 4nd a total of 80 samples, each weighing
70- to 80-pounds; were taken. Scventy-eight of thé $amples were processed solely by Behre
Dolbear personsit] using a conventional method of gravity concentration. (Two samples
were inadvenenﬁy overmuned and lost). '
3

Elemental golgi?in varying amounts Wete recoyj‘éred in all 78 samples. It was handled,

weighed and molnted on glass-slides for permarient record by Senior Assoclates of Behre
Dolbeat. : T

I personally ettest that throughout the entire test-period, Behre Dofbear had cxclusiyg };guml
of the samples;and the products of concentration and maintained irapeccablg_seryrity
measures. Na !‘?\M persomne] were present at the Property when the samples wétg pbtained
nor did they visigthe processing operation at any fime. Security was provided oﬁ}“' Q;}}oux
basis and I was directly involved in the final steps'of concentration, weighing and mougiing
of the recoverqd;gold. s ; ,t’t:?’

b
R
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14.

15.

16.

17.

18.

19.

I persomally artest that the gold recovered by the relatively unSOPhistif:ated gravity
concentalor was, in my professional opinion and that of Behre Dolbear, sufficient to warrant
additional work on the property by IPM. Behre Dolbear’s report made that recommendation.

Following the méf:mtion of the report contained in Exhibit 2, Behre Dolbear continued its
work with IPM. In a following project, in which T'again participated as project managef,
Rehre Dolbear contracted with Hazen Research of Golden, Colorads, a firm well recognized
in the minerals industry and a firm that Behre Dolbear frequently employs, {o process
another. sample, again collected under the full control of Behre Dolbear. Hazen processed
the sample vsing basic gravity concentration equipment and methods. The products of the
processing: concentrates, middlings, and tailings, were all subjected to Hazen’s standard fire-
assay methods, thereby allowing Hazen to caleulate what is termed a “metallurgical
balance”, i.e., the total sum of the gold-content of the products from the concentration
process were equzl 1o the gold-content of the original material processed, all deteymined by
fire-assay. The gold-content exhibited by what;was essentially a repeat of earlier work
performed on the 78 samples was in my professional opinion, sufficient cvidence to warrant
additional work,py IPM. The test-work completed by Hazen was incorporated in a Behee
Dolbear report. B

Following my :?f;plc:ymmt with Behre Dolbear, a‘nd until June 1, 1997, [ was employed as
president of a rm';r":ing company operating an active gold mine in the State of Nevada and also
with gold-property holdings in Alaske.

As of June 1, i;.?97. 1 accepted a position with‘I'PM as Vice President of Engineening
Services. "

In my professional opinion, based upon my pist experience in the exploration and
development of ¥nining properties and in particular, my work as Project Manager for Behre
Dolbear at the: , IPM is pursuing the logical steps appropriate for the exploration
stage, steps requifed to evaluate the particular characteristics, the extent and the grade of the
mineralization, and the development of appropriaté methods for assaying and concentration.
IPM has continued to pursue this goal in a workman-like manner at all times and pry present
opinion is that ti't&cir continued work and expenditures are fully warranted.

In my profssio'ﬁal opinion, the ADMMR’s continuing use of the teym “measurable” in a
seemingly unéemplimentary manner when reference is made to the gold recovered, is not
justified. In the inanner used by the ADMMR, I believe that they are incorrectly f_u‘ipl,ying
that the term is Synonymous with the “background” amounts that are usual in the parts-per-
billion (ppb) det¥rminations in geochemical prospecting methods. This is not the case 35 the

3

Property and the amounts that contimae to be found, are not mere background" Amounts.

o 5 . e :

References are ?énﬁnually made to a “standard fire-assay”, with the implication that if gold

cannot be mcasaa.rxre with & “standard fire-assay”, the gold simply is not present. In my
- ) u

e
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22,

23,

professional opinion, the term itself to a great extent, is a IMISAOET. The steps of sample
preparation, the adding of a flux, adding of an inquart, firing, cupeling, parting, etc., are sl
basic components of the fire-assay procedure and as such may be termed “standard”.
However, the type and amounts of fluxes used, the inquart employed for collection of the
precious merals, the temperaure and the length of dme for firing, vary widely wath the nature
of the mineral being assayed. They also varv gréatly with the opinion of each individual
assayer and his personal assesstent of the “correct” variation required for a particular type
of material, truly is. Consequently, the variances:required for the assaying of two different
materials may be anything but “standard™.

It is a proven fact that clemental gold bas been recovered from the Property and in my
professional opinion, 2 variation of 2 “standard fire-assay” method will be developed in the
near farure, for. irt_s measurerment.

{ was present at thc April 17, 1997, meeting with Mason Coggin, Nyal Neimuth, Jo¢ Lane,

Joe Dean and IPM. The facts recited herein were made available ta the people present at thal
- P

time. ﬁ

In my professiong] opision, as of March 11, 1997, neither IPM nor ADMMR bad sufficient
facts to make 4 determination that: “There’s no likelihood of them coming up with a mine
out there.”

i .

L LY

A

Samuel Shaw, I11 - P.E?

i+

w $ LM
. SUBSCRIBED AND SWORN TO (Affirmed) before e this Z: day oSTL‘d] 17

i thooor

My Commission Expires
cc: IPM file
3
N
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Fax

Phore: (292) 495-2563
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1735 K STREET, NW WASHINGTON, DC 20006-15CC 202-496.2500 FAX 202-496-2698
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June 25, 1997

David Kornhauser

International Precious Metals Corporation
4633 South 36" Place

Phoenix, Arizona 85282

Dear Mr. Kornhauser:

PDue to the wide range of assay results that have been repoited from samples taken from
the Company’s Black Rock Property and number of recovery processes that have been used to
achieve these results, the staff has questions and icformation requests based on our review of the
docurments recently provided by the Company. Our questions and informaltion are divided into
two sections, each concerning the Black Rock Property: the first deals with the reported property
characteristics and the Company’s exploration efforts and the secend seciion asks for
clarification of some of the Company’s reports and disclosures of its Lindings.

First Section:

»  Please provide a topographical map of the indicating the extert ot the Company”s Black
Reck property that it either controls ot ewis. By section {square Kilometer or square mile),
indicate the nature of the Company’s ownership or control (lode mining, assnciation placer,
unpatented or patented claims), and indicate vwhat vights are coaveyed with the varying types
of ownership or control.

e Who introduced the Company to Phoenix International Mining Corupany? Who were the
principals of Phoenix in April of 1995, when the tinie the Company {irst acqeired its interest
in the Black Rock Property? Please identify the cuirent principals,. What was the basis for
the Company’s decision to acquire the various mining claims tom Phoenix International
Mining, April of 1995 and in May of 1597?

o On amap of the Company’s Black Rock Property, please provide a chirenology of the
drilling and excavations sites from which samples have been taken beginning with the 7
sarnples which were examined by Behre Dolbear, Indicate the dates at which the sites were
drilled or excavated and the depths at which samples were taken.

e The staff is somewhat unclear about the nature of the property from which samples bave
taken and tested to date. With respect to the areas explored to date, please clarify the mode
of occurrence of the reported gold and platinumn group metals, and identify the associated
minerals in which the precious metals have been found.

e Please describe the geochemical anomaly that exists on the Black Rock property. Where and
at what depth does the anomaly exist? How does it affect the reported occurrence of gold or
platinum group metals? :

1735 K STREET, NW WASHINGTON, DC 20006-1500 202-496-2500 FAX 201-496-2695

278
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o  What is the “hard rock™ portion of the Black Rock property? Where and at what depth does
it exist? How does its pressnce influence the reported occurrence of gold or platinum group
metals?

o Where bave gold and platinuay group metals been recovered comumercially togethar from cne
property source” What was theit mode of occurrense and from what deptly were they
recovered? \

e Where does the following oceur on the Black Reck Propetty, when was it first determined,
and what are the most appropriate recovery and assay methods to be used in oblaining any
gold or other platinuin group metals:

“ .. First of all, the mineralization appears to be encapsulated or complexed in other
geological elements such as sulphides, tellurides and silicates, which hinders
mineralization from being recovered. ...”

¢ Please identify and describe, in chronological erder, the various recovery processes and
assay methods that the Company has used to recovel and mieasure amouits df reporied gold
and platinum group metals, beginning with the Differential Charge Recovery System and
culminating with the processes and mathods used by Friendship Metals (which the suff
failed to fully understand) and AuRIC Metailurgical Taboraturies, which l=d 1o the mesals
announced in the June 24" Press Release.

o With respect to the above request, how many samples have been procassed and asseyed in
pach of the tests underiaken since April of 1996, identify sach of the process and assay
methods used and the resulting mineralization.

Second Section:
e The staff is unclear about the purpose of the Mountford report of February 1. 1996.

How does the final recommendation differ frum what the Company has been doing all
along. How does the report substantiate any basis for imineralization that is different
than what seems to have been already kuowr, Where and ai what depths were the seven
samples taken? What did they consist of and what were their respective sizes? What
was the basis for the projections of gold and platisun group metals? How were such
minerals recovered; who recovered them?

o The staff is unclear as to how the Vearncombe & Associates report adds to the Conipany’s
understanding of the property.

What is an epithermal stock work or system? More importantly, haven’t
recommendations one and two been pursued since the Company acquired the property;
recommendations four and five seem to contradict the Belire Dolbear’s comments about
the quality of the Company’s materials handling practices; and recommendation six
seems pointless in the sense that the Company has ne control over any other property in
Arizona. What is the large nugget effect as a problem in sampling and assaying?
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o From the passage below, taken from the ten page description of the Company, pleese
identify the process mineralogist, the private research taboratory and the two independent
laboratories; and describe the method used to recover the precious mictals and the nature of
composite samples:

“In ccnjunction with a process mineralogist and a private rescarch iaboratory, IPM has
now developed & method by which increased amounts of precious metals are recovered
from BRX samples. Performing the new recovery process on composite samples from
six drill holes of the original 121 hole program recovered gold. One independent
laboratory reported an average grade of 0.277 opt. These results weg announced on
Deceber 18, 1996. What JPM found the most confivming was the 97.7% correlarion on
the same samples between the laboratories.”

» Regarding the March 11, 1997 Press Release, pleass identify the independent rescarch
facility conducting the metals recovery program.

o Please piovide background information on Lycopodium Pty., Lid. identify the » ‘neiaals:
describe their qualifications and the nature of the work Lycopedinm has done e other
organizations or comparies. Please identify those organizations and companis, How was
the Company introduced to the principals of Lysopodium? Indicaiz how the Company
decided to employ this group to assists in the “recovery of platinum group metals™,

o The staff has a number of questions about the procedures aud procasses deseribed in the
Friendship Metals report, dated April 29, 1997, The steff is uaclear a3 to why s narticuiar

wle

process is needed to recover platinum group metals from the tested samples.
Please provide background information en Messis, Cousino and Wardle, Hoew was the
Company or Mr. Furlong introduced to these individuals?” What was the Lasis for
choosing this organization to develop or agsist in develeping o recovery process? What
is the nature of the work that Friendship Metals has performed for other arganizations
and companies? Please identify those organizations and companies.

Please provide a copies of the December 3, 1996 letter of understannling, as wall as any
subsequent correspondence between the Company and b iendship Metals, which outling
or discuss the objectives of, the guidelines or procadures tor, the research and

applications testing.
What is the meaning of the following from page 3 of the report:

“ . This effort did not require a correlation or conciliatory finding with the
analytical outcome of all test results obtained at this Facility. Neither did it give
undue credit or regard to those analytical resulis which had been obtained from
other analytical laboratories. Simply put, the objective was final recovery of
noble metals from the target mineral ores utilizing tested and proven
methodologies developed throughout the applications research procedure. ..
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If “. .. scale-up presented no performance problems and/or debilitating economic or
environmenta! obstacle, . . .”, how dces the Company plan to deal with the harsh
chemical make-up of the slurry and the creation of acetylenc gas from the mixing of
calcium carbide with water?

What is the meaning of the following from page 3 and 4 of the report:

« ., It was determinad that product made from the actual full scale applications
would be presented to the refining cormmunity for evaluation and extraction of
noble metals. If noble metals were recovered in such amcurits and guality as to
render comruercial recovery pessible, then all other decisions and actions
directed at full commercial recovery could be made rest without further need for
justification or excuse.”

From page 6 of the report, who conducted the extensive laboratory research prior te the
initiation of this process applicaticns? Describe the nature and the resulis of this
research.

From where on the property and from depth wers the sainples taken? What pertien of
the samples were evaivated? Why were composite semples used, if the purpose is
generally to measure to head-grade?

Please describe in detail the mode of occurrance of the platinam group metals in the
samples.

o.ease describe the leach tests in step Four, mengioned on page 8. What is being leached
and for what purpose?

From page 9, how is it known that the following is needed:

“  Fach of these chemicals is added tc the leach environment in direct
proportion to the weight and mineral composition pH ofithe ore. . ..”

From page 10, again, what is being leached? What are the com positions of the mineral
solids and the pregnant solution?

From page 12. how can the chemical additions ratios be reduced if the balancing of the
pH is critical to the recovery of noble group metals?

From page 13, how does Oxidation Reduction Poteatial affect the processing of the
slurry or the results of the recovery process?

From the Commentary on page 15, if the leaching environment is critical to success, why
will various filter methods suffice in obtaining opiimal metals recovery? 1f the mineral
ore solids need to be separated from the pregnant leach solution why would forced
filiation lessen the amount of recoverable noble metals? How would a delay or the
pregnant solution standing in the presence of the mineral cre sclids rednce metals
recovery? Are the metals unstable, if so how?
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From page 17, how are the noble metals reabsorbed into solution? Please explain what
is happening or can happen.

From page 18, what is the purpose of the fusion and elecirelysis processes; how do they
facilitate the metals recovery? Why are these steps needed in addition to the leaching
process?

From page 19, how is the preparation of the flux ai “art”; wouldn’t the optimal flux
consist of a mixture that can be reproduced repeatedly? How do changes in the flux
comnposition affect the amount of metals that can be recovered?

From page 20, what is reducer and what is its purpose in the DreCess?

From page 21, why are the anode muds filtered and washed: what is remioved in the
filtering; what are the anode muds washed with?

s With respect to the Press Release dated June 24, 1997, please describe the Company’s
reasons for selecting AuRIC Metallurgical Laboratories fo assay the samplas, How was the
Company introduced to AuRIC? Whe are the principals of AURTC and what are their
qualifications? What work has AuRIC performed for other organizations and vompanies?
Please identify these organizatious and companies.

e The staff assumes that the processing and the rasuiting concentrate discussed in the Prass
2 =] o
Release was the same as described in the Friendship Metals Repest. If they weve different,
please describe the processing and the composition of the resulting consentrate in detail.

s Please describe in detail the standard fire assay method used by AuRIC. in light of your
comment that a standard fire assay process varies from lab to lab.

o In light of the geclogist’s report dated May 29, What is basis for believing that the Black
Reck Property conrains economically significant ap:ounts of precicus metals or that
“revolutionary” leaching and recovery processes ars requited to obtain gold er platinum
group metals if they exist at the site?

Please call me at (202) 496-2563 with any questions that you have. The staff realize
that we have asked for a large amount of information. We are seeking complete writien
responses to each of the above points; yet, to the extent that you have already provided
documents that include responses to any of the questions or requests, you lweay merely cite the
document and the page. The staff will need to receive all written responses by Thursday July
10, 1997. :

Sincerely,

el 4/0200/4.

“Andrew Labadie
“ Analyst, The Nasdagq Stock Market

68
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INTERNATIONAL PRECIGUS METALS CORPORATION

PRESS RELEASE
NASDAQ: IPMCF CDN: IPMC

RECOVERY AND FIRE ASSAY RESULTS

IPM NOW U.S. REPORTING COMPANY

Toronto, Ontario (June 24, 1997) -- Inrernational Frecious Metals Corporation (IPM) is pleased to announce
that it has received 2 report on the physical recovery of precions metals from 3 separate samples of Black Rock
material. An aggregate of 1752 lbs. was taken from the original 1-sq/km. grid for testing. The samples were
taken by three members of TFM's senor geological staff using an excavator from 2 depth of between 16 10 24
feet and then delivered for processing o Friendship Metals of Las Vegas. Nevada, an independent research and
development Jaboratory Afier the processing of the samples, the concentrate (anode sludge) was delivered 0 an
independent cefiney, AuRIC Metallurgical Laboratories of Salt Lake City, Utah. in order to extract the precicus
metals contained in the concentrate. AuRIC reported that it has physically recovercd the following amounts of
precious metals from rthe concenirate (note all figures presented as the actual gramas (gros) of precious metals
recovered as well as in ounces’ton (oz./t) based on a calculation back to bead grade: the term "head grade” is a
term used in the miming indusny to define the amnount of ruineralizaton present in the material prior to
processing as expressed in ounces/ron):

; | Weight Gold Platinum a Paladium |
' Ibs. 2ms ozt grms oz/t " ems or./t ,
4! 900 3.73 0.26 15.14 037 5.63 0.39 |

2 452 2.17 i 0.318 i 198 0.284 105 0.145 ,
3 | 400 227 10.376 11.21 0.202 0.52 0.084 ,‘

Additionally, IPM is delighted to announce that 17 has received the results of 2 standard fice assay performed by
AuRIC on hesd grade samples of Rlack Rock material. These samples were excavated from a depth of between
16 to 24 feet from three separate holes approximately 500 meters from the holes on which the above recovery
results have been announced. The assay of the same samples was done at least two times to confinn consistency
and repeatability of results

Hole No. | GOLD
Assay 1 Assay 2 Assay 3
161 08 0.74 -
PD 0.15 0.15 -
151 0.35 0.32 0.35
continued
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The development of a standard fire assay from head grade saraples represents a major brezkthrough in IPM's
efforts at proving the existence, and recoverability, of mineralization from Black Rock material. The
indspendeat venfication of the recovery and fire assay process, by Behre Dolbear & Company, Inc.. the
Company's mining engineering coasultants and other independent and industry recoguized laborarories, is
ongoing and is expected te be completed within the next 30 to 45 days. IPM bas released rhese results in order
10 keep shareboliders informed and up 10 date on the status of the recovery of precious metals on the Black Rock
Project.

Finally, IPM is pleased to anrounce that it has becorae a full U.S. reporting company. Tte recent filing of a
Form 10K with the Securities and Exchange Comumission and The NASDAQ Stock Market marks a change in
the cornpany's reporting status zind is attributable 1o 3 broadening U.S. shareholder base.

IPM is ag imtemational mining and exploration company registered in Torvato, Ontario. The operations office

is locared in Phoenix, Arizona. IPM stock is traded on the NASDAQ exchange under the trade symbol IPMCF
and oo The Canadian Dealing Network under the symbol IPMC,

On Behalf of the Board of Directors

(LA

Le Furlong, President y CEO

ISSUED AND OUTSTANDING CAPITAL 17,758.280

FOR MORE INFORMATION CONTACT:

International Precious Metals Corporation
Eli Constantine - 602-414-1830
Operations Office - 4633 South 36" Place - Phoenix, AZ 85040 - Phone: 602 414 1830 - Fax: 602 414 1831
Registeresd Office - 390 Bay Swreet, Suite 502 - Toronto, ON MSH 2Y2 « Phone: 416 368 1489 Fax: 416 368 5454
www.ipmef.com - mag@ipmcef.com



Presidents Message to Sharcholders,

Annual General Meeting, 20 June 1997

Now that we have had an opportunity to update everyone on IPM’s major activitics to date,

Uthivde it's tine, as Paul Harvey would say, for "The Rest of the Story". First, however,

1t you'd indulge me, I'd like to muake a tew personal comments,

[PM is an exploration company who's sole activity is turning prospects into projects and
projects into mines. Along the way we ngver envisioned that we'd be actively engaged in
assay and recovery R & O in order thar we might accomplish our goals, “Persistence of
Vision.” Along the way these past three years, many times we engaged ourselves in
iaternal examinatiors... are we ‘reatly’ on the right track...to be sure we ‘really’ were not
just kidding ourselves....and we continue to be our own best critic right up and including
today. Internally we apply incredibly high standards of credibility, goals we have to leap
just ta satisty our own integrity. Besides our own R & D work we unashamedly engage

consultants who hring stii! further talent’s to bear in assay and recovery.

[ am pleased to announce that these R & D effouts have rewarded us...and you the
shareholders by demonstrating that the metals gold, platinum and palladium can be
extracted from Black Rock . Yes, METAL ... AND IMEAN METAL IN HAND.

Let e got on with relating the results to hand. As [speak, we are tssuing a press release
which covers the exact same nformation. As you exit copies will be available of the press

release, the Chairman's Address and Presidents Message.

Our guiding principle is caution - extreme caution. We don’t want to discuss things that

we can’t prove. O to paraphrase Orson Welles, "We will sefl no gold betore its time .

1/8



CHAIRMANS MESSAGL

[t being the appointed howr [ would like to open this Annnal General Meeting of
Internationa! Precious Metals, My namie is Alan Doyle and T am the Chairman of your
compuny and [ extend a warm welcome to all of our sharcholders and visitors to a
mecting that [ belicve represents the turning point in our company's development of
the Black Rock projeet.

Fwould also like to take this opportunity  to introduce the board of divectors and

senior statt of your company;

=

v M

r. Lee Furlong - the President and CEO
o Mr. David Komhauser - Corporate secretary and divector

e M

—

r. John Blaikic - Director

* Mr Russell French - Dircctor

The sentor management ot your compaay are,

e Mr. Jim Potter - Chiet Operating Otticer

o Mr. Paul Mentzer - Viee Presidont Technical Scrvices
s Dr. Sam Shaw - Vice President Engincering Services

s My Bill Atleed - Chiet Financial Otticer

o M Tom Dadge - Chicf Geologist

Annual General Meetings (AGM) are held to carry out various statutory requirements
for the continued smooth running of the company as well as to bring the sharcholders
tully up to date with any developments within the company as well as to give a ¢lear
picture of where we are going in the next twelve months and outline our achievements

on both the technical and corporate tronts during the past 12 months.

2/4
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And it hasn't been time yet because we haven't had sufficient third party work have had
too fow resulis to repart a5 anything near conclusive. However, today [am pleased to tell
you that we have compiled the results from our work at Friendship Labs and the resultant

recovery vields of the Key reliner who has been working with us.

‘These recovery results involve samples from 3 treshly dug holes representing more than a
ton of dirt at an average depth of about 16-24 feer. They have not been veritied
independently. However, we decided to shace them. hecause it was clear that the numbers

being repocted ave very material.

As you can see, we can no loager ignore the presence of precious metals beyond gold,
because the recoveries are just o compelting. These results represent only a fraction of the

samples we intend to test over the coming months

How cautious are we? When cur refiner handed us the metals recovered we took them at
face value us correct,... . and they were. Sertec Laboratories here in Phoenix sttested to
the veracity of the gold, piatinun: and palladium through mjcro-photography and EDS,

Electron Dispersion Spectroscopy (an x-ray procedure). The of the metals noted are rcal

precious metals and they originated from Black Rock.

Now, to state that inanagement is cxcited and encouraged by these preliminary wesults

would be a gross understatenient. There s, however, even more positive news:

Within the last ten days, we have been presented with a new tire assay procedure that

appears to repeat and corelate well with the precious metal recovery numbers being

experienced. Some of these eatly results are presented here, Next week we will likely

confirm the precedurs inour own lab and ata second independent facility thence formilly



Hig

adopt the procedures iy our normal working assay procedure. Negotiations are at an

advanced stage for an independent lab to commence processing the hacklog of samples

troa the [ ki grid and teonn the preseat diill pragram totaling some 8,000 1n all

So, what does all this mean?. Tt means that of these recovery tests are preliminary, Tt
eans that although we are working with the 3rd party auditer we haven't progressed to a

sign oft yet. We are happy with the results, {n fact highly excited by them.

Aside from our lahoratory sized recovery plant operating at cur Goodyear warghouse we
ate in the process of constructing a tacility on our premises to process between one and
three tons of Black Rock mineralization a day. Once itis all in place, once permitting is all
in order, ance staff has been hired and tained. then we will begin processing large
volumes of material. A refiner has already contracted to purchase all the concentrate
product produced at our twoe processing plants.  After we are satistied that the facility has
gone through a complete shakedown and that the recovery process has been more fully
optimized, we with then invite thind party consultants to conduct secured, full custodial
samples for dispatch 1o cefiners. We will have validated results just as soon as passible.

Then, and only thea, we will state that we have conclusively justitied all of our ettorts.

[f we're on target, it means that we will have spent four years exploring and proving the
technology required to unlock the vast mineralization contained in Black Rack.
Throughout the process we will occasionally issue update press releases based on
significant milestones - as they arc achieved. Finully, it means that the persistence of

[PM s vision - can now move torwaed to realization.

end

20 Junc 1997
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Cwill proceed in reverse onder and keep the statutory  material until the completion of
the inore recent exceiting developments and where we the board think we will be in 12

months time,

WHEREWECAMEFROM

The Company has had a good year and T will outline now some of its achievements

during this periad;

4

+ Sincethe capital consolidation in 1985 the company has seen a solid growth in

#

capital from approximately 330 million up to the current $150 million, although
there have been some hiceups along the way the telative longer term stability
exhibited in this area has been comtorting to the boad.

* The tinancial position of the company has improved substantially over this period
from a position of day to day cash tlow problems to being able to budget
exploration and development programs out as far as 12 - 18 months. The company
has « goed cash position at present and has a warrant expiry later this year that will
provide additional fands to support an active exploration and carly pre-
development program.

o The shareholder base has moved from one devoid entirely of institutional investors
to one that now has representatives from several major international tunds which
has contributed to the stability in market terms

» ‘The statling levels moved up from 4 people in 1994 to 22 in 1997, of which the
majority are protessionaily qualified technical people devating all their time to the
Black Rock Project. A seund management structure has been implemented that we
believe will take account of the expected growth during the coming year.

o Technically we moved from being an exploration company to that of a Rescarch
and Development company and now we are on the precipice of becominga mining
company. We have taken a concept in the Arizona Desert to the point that we have

now praduced Gold, Platinum and palladium at recovered grades approximating a
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