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RENZ D. JENNINGS 
CHAIRMAN 

MARCIA WEEKS 
COMMISSIONER 

DALE H. MORGAN 
COMMISSIONER 

Mr. Ke n Ph ill i ps 
Mr. Dick Beard 

ARIZONA CORPORATION COMMISSION 

Jan ua ry 2, 1 990 

Dept. of Mines & Mineral Resources 
State Fair Grounds 
Phoenix, AZ 85007 

RE: WHITE ROCK MINING, INC., ET AL. 

Dear Ken and Dick: 

JAMES MATTHEWS 
EXECUTIVE SECRETARY 

I would 1 ike to take th is opportunity to inform you of three 
different legal proceedings which have taken place concerning the 
White Rock Mining Project and various people who have been 
associated with it. 

On December 6, 1989, the Arizona Corporation Commission 
issued two Orders to Cease and Desist in the matter of White Rock 
Mining, Inc., et ale One Order was entered into against those 
Respondents which requested a hearing and one against those who 
had not. They we re orde red to ce a sa a nd de sis t f rom of fe ri ng or 
selling unregistered securities by fraudulent misrepresentations 
or material omissions. These Respondents were ordered to pay. 
restitution to the four Ari zona investors we were aware of when 
t he Order was iss ued. They we re al so ordered to·· pay. 
administrative fines. Respondents Reese T. Houston, Houston R.R.:· 
Corporation and Houston R&R Corporation were dismissed from the 
Order with prejudice because the Commissioners did not feel their 
participation was significant enough to name them in the Order. 
Rochdale Recovery Group and Rick Stevens were dismissed without 
prejudice since they were never notified of the pending action. 

On october 16, 1989, Lloyd Sharp was convi cted in Mohave 
County of four felony counts: 

1) fraudulent schemes and art ifices; 
2) sale of an unregistered security; 
3) sale of a security by an ·unregistered salesman; and 
4) illegally conducting an enterprise. 
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Re: White Rock Mining Project, et ale 
December 28, 1989 
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Mr. Sharp was sentenced on December 14, 1989, to 5. 25 years 
in prison and ordered to pay over $20,000 in restitution. 

On December 18, 1989, the Federal Trade Commission filed a 
Temporary Restraining Order in the u.s. District Court, Las 
Vegas, Nevada to several defendants relating to the White Rock 
Mining Project and the Cinder Mountain Mining Project. All the 
defendants' asset s have been frozen and a temporary receiver has 
been appointed for Lloyd's International, Inc., White Rock 
Mining, Inc. and Houston R&R Corporation. On January 5, 1990, a 
hearing will be held at which time the court will determine if a 
Preliminary Injunction should be issued and a permanent receiver 
appointed. 

I have enclosed for your reference copies of the Commission's 
Cease and Desist Orders and the Temporary Restraining Order filed 
by the Federal Trade Commi ss ion. If you have any questions, 
please feel free to contact me at (602) 542-4242. 

KS :dlh 

Enclosures 

SEC7599DH 

Very truly yours, 

'u~ __ ... 
KATHLEEN s~ 
I nvesti ga tor 



BEFORE THE ARIZONA CORPORATION COMMISSION 
1 

R ENZ D. J ENN INGS 
2 Chairman 

MARCIA WEERS 
3 Commissioner 

DALE H. MORGAN 
4 ~ Commissioner 

5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

IN THE MATTER OF THE OFFERING 
OF SECURITIES BY: 

WHITE ROCR MINING, INC. 
4625 South Wynn Road, Suite 209 
Las Vegas, NV 89103 

ACCRUED FINANCIAL SERVICES, INC. 
333 North Rancho Drive 
Sui te 820 
Las Vegas, NV 89106 

APACHE RAND CORPORATION d/b/a 
APACHE RAND REFINERY d/b/a 
APACHE RAND, INC. 
c/o Floyd Robertson 
6804 Stone Avenue 
Las Vegas, NV 89106 

GAYLE B. GUNN II d/b/a G.B. GUNN 
3616 West Aster 
Phoenix, Arizona 

MARCEL, EIMARDS, HALL & 
ASSOCIATES 
333 North Rancho Drive 
Suite 820 
Las Vegas, NV 89106 

STEVEN J. BOUEQUE a/k/a J.W. HALL 
333 North Rancho Drive, Suite 820 
Las Vegas, NV 89106 

HOUSTON R.R. CORPORATION d/b/a 
THE HOU STON CORPORATION 
1374 S. Nelson Drive 
Chandler, AZ 85224 

80U STON R & R CORPORATION 
c/o Reese T. Houston, President 
1374 S. Nelson Drive 
Chandler, AZ 85224 

REESE T. HOUSTON 
3407 South Roberts Road 
Tempe, AZ 85282 
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DOCKET NO. S-2553-I 

DECISION NO. S~ 7~ 3 

ORDER TO 
CEASE AND J)ESIST 

~zon8 Corporatfon Commission 
DOCKETED 

DEC 6 1989 
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LLOYD B. SHARP d/b/a LLOYD SHARP 
BUSINESS CONSULTANT 
2900 Bristol Street, Ste. A-l02 
Costa Mesa, CA 92626 

ROO ER D. StlA YZ E 
7635 S.E. Deardoff 
Portland, OR 97236 

MADRE MINING INCORPORATED 
7138 S. Highland Drive 
Salt Lake City, UT 84121 

ROCHDALE RECOVERY GROUP 
5859 Kanan Road, Ste. 287 
Agoura Hills, CA 91301 

RICK STEVENS 
560 N. Moorpark Road 
1000 Oaks, CA 91360 

CARL GRODIN 
333 North Rancho Drive, Ste. 820 
Las Vegas, NV 89106 

SIEGFRIED JACHMANN 
7138 S. Highland Drive 
Salt Lake City, UT 84121 
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DOCKET NO. 8-2553-1 

On April 18, 1989 the Securities Division of the 

Arizona Corporation Commission (Commission) issued a Notice of 

Oppor tuni ty for Hearing Regarding Proposed Order to Cease and 

Desi st (Noti ce) to the above Respondents. Copies of the Notice 

were served on the following Respondents by Certified mail: 
22 

23 

24 

25 

26 

27 

28 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 

Respondent 

WHITE ROCK MINING, INC. (WHITE ROCK) 
ACCRUED FINANCIAL SERVICES, INC. (ACCRUED) 
APACHE RAND CORPORATION (APACHE) 
MARCEL, EIliARDS, HALL & ASSOCIATES (MARCEL) 
STEVEN J. BOURQUE (BOURQUE) 
MADRE MINING INCORPORATED (MADRE) 
CARL GRODIN (GRODIN) 
SIEGFRIED JACHMANN (JACHMANN) 

Date Served 

4-18-89 
4-19-89 
4-20-89 
4-19-89 
4-19-89 
4-24-89 
4-19-89 
4-24-89 
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The Notice specified that the Respondents would be afforded an 

oppor tuni ty for an admini strati ve hearing regarding the proposed 

Order to Cease and Desist upon written request filed with Docket 

Control of the Commission within 10 days after receipt of the 

Notice. 

Respondents WHITE ROCK, ACCRUED, APACHE, MARCEL, 

BOURQUE, MADRE, GRODIN AND JACHMAN failed to request an 

administrative hear~ng within 10 days after receipt of the 

Notice. Therefore, Respondents WHITE ROCK, ACCRUED, APACHE, 

MARCEL, BOURQUE, MADRE, GRODIN AND JACHMAN are deemed to have 

admitted the Findings of Fact and Conclusions of Law set forth in 

thi s Order. All further references to Respondents in this Order 

ref er to WHITE ROCK, ACCRUED, APACHE, MARCEL, BOURQU E, MADRE, 
I 

GRODIN and JACHMAN. 

II. 

FINDINGS OF FACT 

1. WHITE ROCK MIN lNG, INC. (WHITE ROCK) is a Nevada 

corporation whose last known business address is 4625 S. Wynn 

Road, Suite 209, Las Vegas, Nevada 89103, and who was at all 

relevant times doing business within or from Arizona. White Rock 

sold ore from the -White Rock Mining Project," purportedly 

containing gold, to Arizona citizens. 

2. ACCRUED FINANCIAL SERVICES, INC. (ACCRUED) is a 

Nevada Corpora tion, whose last known business address is 333 

North Rancho Drive, Sui te 820, Las Vegas, Nevada 89106, and who 

was at all relevant times doing business wi thin or from Arizona. 

ACCRUED was the bookkeeping and money collection arm for the 

·White Rock Mining Project". Investor s from Arizona sent their 

SEC3763J:KR DECISION NO. 567')"3 
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1 money to ACCRUED to be held "in trust". 

2 3. APACHE RAND CORPORATION d/b/a APACHE RAND REFINERY 

3 d/b/a APACHE RAND, INC. (APACHE) is a Nevada corpora tion, whose 

4 last known address was 4202 East University Dr., Phoenix, Arizona 

5 85034, and was at all relevant times doing business within or 

6 from Arizona. APACHE sold ore from the "White Rock Mining 

7 Project", purportedly containing gold, to Arizona ci tizens. 

B 5. MARCEL, EIMARDS, HALL & ASSOCIATES (MARCEL) is a 

9 Nevada corpora tion incorporated Decemember 30, 1986 whose last 

10 known business address is 333 North Rancho Drive, Suite 820, Las 

11 Vegas, Nevada 89106, and who was at all relevant times doing 

12 business within or from Arizona. MARCEL acted as an underwriter 

13 for the ore contracts sold to Arizona citizens relating to the 

14 "White Rock Mining Project". 

15 6. STEVEN J. BOURQUE (BOURQUE) aka J. W. HALL, whose 

16 last known business address is 333 North Rancho Drive, Suite 820, 

17 Las Vegas, Nevada 89106, was at all relevant times president and 

18 director of ACCRUED, and president of MARCEL. 

19 7. MADRE MIN ING INCORPORATED (MADRE) is a Nevada 

20 corporation whose last known business address is 7138 S. Highland 

21 Drive, Salt Lake City, Utah 84121, and who was at all relevant 

22 times doing business wi thin or from Arizona. Madre marketed the 

23 ore from the "White Rock Mining Project" which was sold by WHITE 

24 ROCK and APACHE. 

25 8. CARL GRODIN (GRODIN), whose last known business 

26 address is 333 Nor th Rancho Drive, Sui te 820, Las Vegas, Nevada 

27 89106, was at all relevant times the Chief Financial Officer of 

28 ACCRUED. 

SEC3763J:KR DBCISION NO. 567~3 
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1 9. SIEGFRIED JACHMANN (JACHMANN) whose last known 

2 business address is 7138 S. Highland Drive, Sal t Lake Ci ty, Utah 

3 84121 is and was at all relevant times the president of MADRE. 

4 10. From approximately January, 1987 to December, 1988 

5 Respondents offered and sold ore contracts wi thin Arizona. From 

6 1988 to the present, Respondents were and are collecting monthly 

7 payments on the ore contracts from investors. 

8 11. The ore contracts referred to in paragraphs 1-9 

9 above were not regi stered by description under A. R. S. §§ 44-1871 

10 through 44-1875; were not registered by qualification under 

11 A. R. S. §§ 44-1891 through 44-1900; were not exempt securi ties 

12 under A. R. S. § 44-1843 or § 44-1843.01; were not offered or sold 

13 in exempt transactions under A.R.S. § 44-1844 and were not 

14 securities exempt under any rule or order promulgated by the 

15 Commi ssion. 

16 12. In connection with these offers to sell and sales 

17 of ore contracts, Respondents acted as deal er s or salesmen 

18 although not registered pursuant to the provisions of Article 9 

19 of the Securi ties Act of Arizona (the Act). 

20 13. In connection with the offers to sell and sales of 

21 ore contracts, Respondents, directly or indirectly, made untrue 

22 statements of material fact or omitted to state material facts 

23 necessary in order to make the statements made, in light of the 

24 ci rcumstances under which they were made, not misleading; and 

25 Respondents engaged in transactions, practices or courses of 

26 business which operated or would operate as a fraud or decei t 

27 within the meaning of A.R.S. § 44-1991, including, but not 

28 limited to the following: 

SEC3763J:KR DBCISION NO. S' ~ 7t23 
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a. RESPONDENTS, in the offering materials, said this 

offering was not a security when in fact there was 

no basis for such a statement and no due diligence 

was provided concerning Arizona law. 

b. RESPONDENTS, in the offering materials, said the 

cost of production for this offering would be in 

the range of industry standards when in fact they 

knew no feasibility study had been completed1 

therefore, they had no basis for such statement. 

c. RESPONDENTS stated in the offering materials that 

the construction phase of the project would be 

compl eted by February, 1989, at the latest, when in 

fact it has not begun as of March, 1989. 

d. RESPONDENTS, in the offering materials, said the 

projected processing date for the ore would be in 

one to three years from the date of purchase, 

however Respondent STEVENS told investor sit would 

be bef or e December, 1988 when in fact production 

had not begun as of March, 1989. 

e. RESPONDENTS, in the offering materials, said the 

ore had in excess of one ounce of gold per ton when 

in fact adequate testing had not been completed1 

therefore, they had no reasonable basis for such 

statement. 

SEC3763J:KR DECISION NO. 5'1, 7d.3 
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f. RESPONDENTS stated in the offering materials that 

extensive assay work had been performed on the 

property when in fact adequate testing had not been 

compl eted; therefor e there was no basi s for such a 

statement. 

g. RESPONDENTS, in the offering materials, warranted 

the ore to be worth at least $400.00 per ton when 

in fact adequate testing had not been completed; 

therefore there was no basis for such a statement. 

h. RESPONDENTS stated that the interest income from 

the investors would be adequate capi tal to put the 

mine fully into operation when in fact addi tional 

financing is necessary. 

i. RESPONDENTS stated in the offering materials that 

tests of the Whi te Rock ore had yielded gold as 

high as 5.8 oz. per ton when in fact there was no 

basi s f or such statement. 

j. RESPONDENTS, in the offering materials, (Ore 

Purchase Contract and Bill of Sale) stated that an 

ore reserve of 50,000 tons was being held at THI 

Accounting Services to back the warranties when in 

fact this was not true. 

k. RESPONDENTS failed to disclose to offerees or 

investors the risks involved in investing with 

WHITE ROCK and/or APACHE. 

SEC3763J:KR DRCIS ION NO. 5" ZrJ.. 3 
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Date 

3-18-84 

11-20-87 

12-11-87 

12-17-87 

3-28-88 

5-26-88 

5-31-88 

10-31-88 

12-28-88 

1-24-89 
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1. RESPONDENTS failed to disclose to offerees or 

investors the earnings and business history of 

WHITE ROCK, APACHE, ACCRUED, MADRE, HOUSTON R. R., 

HOUSTON R&R, 'MARCEL, or ROCHDALE. 

m. RESPONDENTS failed to disclose to offerees and 

investors the background and business experience of 

Respondents SHARP, BOURQUE, GUNN, HOUSTON, SWAYZE, 

GRODIN, JACHMANN and STEVENS. 

n. RESPONDENTS failed to disclose to offerees an 

Indictment and Cease and Desist orders against the 

following RESPONDENTS from the following states: 

State Document Respondent 

Oregon-US Inj unction SHARP 

Alabama Cease and Desist MARCEL, BOORQUE, 
ACCRUED, GRODIN 

Idaho-US Indictment SWAYZE 

Iowa Cease and Desist MARCEL, BOURQUE 

North Cease and Desi st MARCEL, BOURQUE, 
Carolina ACCRUED 

Alabama Cease and Desi st HOUSTON, GUNN, HOUSTON 
R. R. 

Georgia Order of Prohibi tion HOUSTON R. R. , SiAYZ E, 
WHITE ROCK 

Alabama Cease and Desist WHITE ROCK, GUNN, 
SWAYZE 

Idaho-US Criminal Verdict SWAYZE 

Wisconsin Order of WHITE ROCK, SWAYZ E, 
Pr ohi bi ti on APACHE, GUNN 

SEC3763J:KR DBCISION RO. S-~7J..3 
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RESPONDENTS MARCEL and BOURQUE told investors that 

they were licensed mining and metalurgical 

consul tants when in fact they only had a ci ty 

business license. 

Respondents failed to disclose to offerees and 

investors that nei ther the Respondents nor the 

securities they offered or sold were regi stered 

with the Securities Division of the Corporation 

9 Commission. 

10 III. 

11 CONCLUSIONS OF LAW 

12 14. The Ar izona Corpora tion Commi ssion has j urisdi ction 

13 over this matter pursuant to Article 15 of the Arizona 

14 Constitution and pursuant to the Securities Act, A.R.S. § 44-1801 

15 et seg. 

16 15. The ore contracts sold are securities as defined by 

17 A.R.S. § 44-l80I(5) and 44-l801(20). 

18 16. The securities offered and sold by Respondents were 

19 unregistered, in violation of A.R.S. § 44-1841. 

20 17. In connection with these offers to sell and sales 

21 of securi ties, Respondents acted as dealers or salesmen a1 though 

22 not registered pursuant to the provisions of Article 9 of the 

23 Securities Act of Arizona, in violation of A.R.S. S 44-1842. 

24 18. Respondents offered and sold securities within or 

25 from Arizona through material untrue statements and omissions of 

26 material fact, an"d engaged in transactions, practices or courses 

27 of business which operated or would operate as a fraud or deceit, 

28 in violation of A.R.S. § 44-1991. 

SEC3763J:KR DBCISION NO. S" 7;1.. 3 
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IV. 

ORDER 

THEREFORE, on the basis of the Findings of Fact and 

4 Conclusions of Law, the Commission finds that the following Order 

5 is appropriate, in the pdblic interest and necessary for the 

6 protection of investors: 

7 IT IS ORDERED, pursuant to A.R.S. § 44-2032, that 

8 Respondents, WHITE ROCK, ACCRUED, APACHE, MARCEL, BOURQUE, MADRE, 

9 GRODIN and JACHMANN thei r agents, servants, employees, 

10 successors, assigns, and those persons in active concert or 

11 participation with them CEASE AND DESIST from the following and 

12 any other viola tions of the Act: 

13 a. Offering to sell or selling securities within or 

14 from the State of Arizona unless the securi ties are registered 

15 with the Commission pursuant to Articles 6 and 7 of the Act, or 

16 an exemption from registration is available; 

17 b. Offering to sell or selling securities within or 

18 from the State of Arizona unless proper prior registration as a 

19 dealer or salesmen is obtained under Article 9 of " the Act, or an 

20 exemption from registration is available; 

21 c. Offering to sell or selling securi ties within or 

22 from the State of Arizona in violation of A.R.S. S 44-1991. 

23 IT IS FURTHER ORDERED that, pur suant to A. R. S. § 

24 44-2032, Respondents WHITE ROCK, ACCRUED, APACHE, MARCEL, 

25 BOURQUE, MADRE, GRODIN AND JACHMANN shall pay jointly and 

26 severally $51,078.95, less any refunds which investors have 

27 received since the hearing, as resti tution, to be paid 30 days 

28 after entry of this Order, such payment to be made payable to the 

SEC3763J:KR DECISION RO. 5107;23 
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1 Securi ties Divi sion, Ar izona Corpora tion Commi ssion to be placed 

2 in a trust account maintained and controlled by the Arizona 

:3 Attorney General's Office. 

4 IT IS FURTHER ORDERED that, pursuant to A. R. S. § 

5 44-2036, Respondents WHITE ROCK, ACCRUED, APACHE, MARCEL, 

6 BOURQUE, MADRE, GRODIN AND JACHMANN shall jOintly and severally 

7 pay an admini stra tive penal ty in the amount of $153,235.85 said 

8 payment to be made 30 days after entry of this Order, payable to 

9 the State Treasurer for deposit in the general fund of the State 

10 of Arizona. 

11 BY ORDER OF 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 DISSENT 

26 

27 

28 
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IN WITNESS WHEREOF, I, JAMES 
MATTHEWS, Executive Secretary of 
the Arizona Corporation Commission, 
have hereunto set my hand and 
caused the official seal of this 
Commission to be affixeC} in the 
Cit~ of nPhoenix, t~is o. day 
of ~ ,1989. 

S MATTHEWS 
utive Secretary 

DICISION NO. 5, 7~3 
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IN THE DISTRICT COURT OF THE UNITED STATES 

DISTRICT OF SOUTH CAROLINA 

CHARLESTON DIVISION 

UNITED STATES OF AMERICA 

vs. 

LLOYD BENTON SHARP, 
GEORGE HOWARD ANDERSON, 
ROGER D. SWAYZE, 
J. W. HALL, a/k/a Steven J. 

Bourque 
~:§F~'E',r~,.·· ·J40qSTO~\j 
AL MARCEL, a/k/a Alfonzo M. 

Harris a/k/a AI Harris 
VERNON JENSEN, 
GAYLE 8. GUNf\I, I I 
ROY BONN, 
DUDLEY W. HARDIN, 
DON E. NOOE, 
GALE EDWARD JACKSON, JR, 

a/k/a Jack Edwards, AND 
CARL MICHAEL GRODIN 

THE GRAND JURY CHARGES: 

) CR I M I NAL NO. 
) 18 USC §1341------
) 18 USC § 37 I 
) 18 _ USC §2 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

INDICTMENT 

MAXIMUM SENTENCE THESE COUNTS 
~1) 

FINE OF $«sadUJ --(18 USC '3571) 
AND/OR IMPRISbNMENT FOR ~ YEAR(S) 
AND A TEr~ OF SUPERVISED RELEASE OF 
~ YR(S) (18 USC 3583) 

SPECIAL ASSESSMENT Mo . .E..!d­
(18 USC 3013) 

COUNT 1-13 

THE PARTIES 

At all times relevant to this Indictment: 

I. LLOYD BENTON SHARP was the President of White Rock 

Mining, Inc. and Lloyds thternational, two business concerns 

involved in marketing the sale of silver and gold ore contracts 

by means of telephonic and mai I solicitations. 

2. GEORGE HOWARD ANDERSON was involve'd in all phases of the 
~ 

White Rock Mining, Inc. venture, including but not limited to 

research, development, and marketing. 
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3. ROGER D. SWAYZE was President of White Rock Mining, 

Inc., and Lloyds International through December 1988, ·and 

performed management functions for the White Rock project. 

4. J. W. HALL, a/k/a Steven J. Bourque, was the President 

of Marcel, Edwards, Hall & Associates (hereinafter "MEH"), a Las 

Vegas company which sold White Rock ore contracts to 

telemarketers and to the publ ic. 

5. REECE T. HOUSTON was the President of Houston R&R 

Corporation, (Houston R&R), a/k/a The Houston R.R. Corporation, 

a/k/a Houston Corporation which performed ore assays for the 

White Rock are, and provided technical information for 

newsletters disseminated to purchasers of ore contracts which 

described the progress of the White Rock project. 

6. AL MARCEL a/k/a Alfonzo M. Harris, a/k/a AI Harris, was 

a principal in the firm of Marcel, Edwards, Hall and Associates 

and was involved in the sale of White Rock ore contracts to 

telemarketers and to the publ ic. 

7. VERNON JENSEN was an investor in the White Rock project, 

encouraged others to invest in the project, and eventually became 

an independent contractor actively set I ing White Rock ore 

contracts to the publ ic and received commissions on the contracts 

he sold. 

8. GAYLE B. GUNN, I I, was the President of Apache Rand, 

In~., was the original promoter of the White Rock project, and 

became a consultant to the Houston Corporation. He provided 

information for the newsletters sent to investors. 
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9. ROY BONN was the President of Nevada Business Services, 

Inc. and performed bookkeeping services for investors who 

purchased White Rock ore contracts through Jack Edwards and 

Associates. 

10. DUDLEY W. HARDIN was President of Hydromet, Inc. and 

performed ore assays on ore from the White Rock project. 

I I. CARL MICHAEL GRODIN was' an accountant-for Accrued 

Financial Services, received White Rock investor's funds, and 

disbursed those funds to, among others, Madre Mining, Inc. and 

Lloyds International. 

12. DON E. NOOE was President of Mineral Worlds, Inc. and 

performed various engineering tasks associated with the White 

Rock mining project, such as surveys, sampling; and assay 

verification. 

13. GALE EDWARD JACKSON, JR. a/k/a Jack Edwards, was an 

officer of "MEH", and was a principal in JACK EDWARDS & 

ASSOCIATES, which sold White Rock are contracts to the publ ic. 

THE CORPORATIONS 

A. WHITE ROCK MINING, INC. was a'Nevada corporation having 

its principal office in Las Vegas, Nevada, and was incorporated 

on or about June 19, 1987. Defendant ROGER D. SWAYZE was 

President unti I Defendant LLOYD BENTON SHARP became President in 

1989. Defendants ROGER D. SWAYZE, LLOYD BENTON SHARP, and GEORGE 

HOWARD ANDERSON were the principals behind White Rock Mining, 

Inc. and organized, promoted, and marketed the sales of ore 

contracts from, through, and on behalf of the corporation • 



8. LLOYDS INTERNATIONAL, INC. was a Nevada corporation 

having its principal office in Las Vegas, Nevada, and was 

incorporated on or about June 22, 1988. Defendant ROGER D. 

SWAYZE was President unti I succeeded by Defendant LLOYD BENTON 

SHARP in 1989. The corporation's purposes were to engage in the 

business of mining, mi I I ing, and processing of minerals and to 
--

provide consulting services. 

C. MARCEL, EDWARDS, HALL & ASSOC. was a Nevada corporation 

having its principal office ,in Las Vegas, Nevada, and was 

incorporated on or about December 30, 1986. The initial board of 

directors consisted of Defendants J. W. HALL, a/k/a Steven J. 

Bourque, AL MARCEL, a/k/a Alfonzo M. Harris, a/k/a Al Harris, and 

GALE EDWARD JACKSON, JR., a/k/a Jack Edwards. MEH sold White Rock 

ore contracts from June, 1987 to March, 1988 and on June 19, 1987 

purchased 1000 White Rock ore contracts from Defendant ROGER D. 

SWAYZE for sale to telemarketers and the general public. 

D. HOUSTON R&R CORPOPATION, a/k/a THE HOUSTON CORPORATION 

was a Nevada corporation with its principal office located in 

Chandler, Arizona, and was responsible for the testing and 

refining of the White Rock ore. Defendant REECE T. HOUSTON was 

President of the corporation and provided information for White 

Rock Mining, Inc's sales materials and newsletters concerning the 

progress of the White Rock project. 

E. APACHE RAND, INC. was a Nevada corporation having its 

principal office in Las Vegas, Nevada. Defendant GAYLE B. CUNN, 

I I was President of the corporation and allegedly held the 

mineral rights to the are at the White Rock site. APACHE RAND 
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with or on behalf of White Rock Mining, Inc. offered for sale 

50,000 tons of ore of the White Rock mining project. 

F. NEVADA BUSINESS SERVICES, INC. was a Nevada corporation 

with its principal office being located in Las Vegas, Nevada. 

Defendant ROY BONN was the president of the corporation and 

provided bookkeeping services for investors purchasing White Rock 

ore contracts from Jack Edwards and Assoc., . owned and opesated by 

Defendant GALE EDWARD JACKSON, JR. Defendant ROY BONN received, 

deposited, and disbursed monthly payments mailed to the 

corporation from various investors. 

G. HYDROMET, INC. wa s a Nevada corpora t i on hav i ng its 

principal office in Las Vegas, Nevada. Defendant DUDLEY W. 

HARDIN was president of the corporation and entered into a 

contract in 1986 with Defendants GEORGE HOWARD ANDERSON and LLOYD 

BENTON SHARP to market and set lore through Results Plus, a 

company then operated by Defendants GEORGE HOWARD ANDERSON and 

LLOYD BENTON SHARP to market the Claim 72 and Golden Sands 

projects. Defendants DUDLEY W. HARDIN and LLOYD BENTON SHARP 

uti t ized the bookkeeping services of Nevada Business Services, 

Inc., operated by Defendant ROY BONN, in connection with the 

Claim 72 and Golden Sands sales promotion. Thereafter, HYDROMET, 

INC. also performed assays on ore from the White Rock site in 

1988 and issued a report indicating significant amounts of gold 

and si Iver were found in the ore tested at the Houston 

Corporation site in Chandler, Arizona. 

H. ACCRUED FINANCIAL SERVICES, INC. was a Nevada 

corporation incorporated on or about September 2S, 1987~ The 
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initial board of directors consisted of Defendants J.W. HALL, 

a/k/a Steven J. Bourque, AL MARCEL, a/k/a Alfonzo M. Harris, 

a/k/a AI Harris, and CARL MICHAEL GRODIN. ACCRUED FINANCIAL 

SERVICES shared office space with MEH, which was control led and 

operated by AL MARCEL, a/k/a Alfonzo M. Harris, a/k/a AI Harris, 

J. W. HALL, a/k/a Steven J. Bourque, AND GALE EDWARD JACKSON. 

ACCRUED operated as a trust company. AI I inve~tor funds were 

sent to ACCRUED, which placed all principal pa~ents into a 

"Buyer's Trust Account." A portion of the investors' funds were 

then wire transferred to Madre Mining, Inc., a Nevada 

Corporation, to Lloyds International, and to MEH. 

I. MINERAL WORLD, INC. was a company headquartered in 

Bartow, Florida~ and Defendant DON E. NODE was employed as a 

consulting engineer. This corporation, through Defendant NODE 

performed survey, sampl ing, and assay analysis for White Rock 

Mining, Inc. and issued a report indicating that significant 

amounts of gold and si Iver were contained in ore samples from the 

White Rock site. 

J. ~~DRE MINING CORP. was a Nevada corporation which served 

as an administrative arm for the White Rock mining project, and 

served as the project manager. 

THE SCHEME AND ARTIFICE 

From on or about June, 1987, up to and including the date of 

this Indictment, in the District of South Carolina and elsewhere, 
J 

the Defendants LLOYD BENTON SHARP, GEORGE HOWARD ANDERSON, ROGER 

D. SWAYZE, J. W. HALL, a/k/a Steven J. Bourque, REESE T. HOUSTON, 

AL MARCEL, a/k/a Alfonzo M. Harris, a/k/a AI Harris, VERNON 
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JENSEN, GAYLE B. CUNN, I I, ROY BONN, DUDLEY W. HARDIN, CARL 

MICHAEL GRODIN, DON E. NOOE, AND GALE EDWARD JACKSON, JR., a/k/a 

Jack Edwards knowingly and wi I I fully devised and intended to 

devise a scheme and artifice to defraud investors purchasing ore 

contracts in the White Rock mining venture by means of false and 

fraudulent pretenses and representations. 

The scheme and artifice was devised and perpetrated py the 

Defendants to unjustly enrich the Defendants and cause a 

financial loss to the investors in the White Rock mining venture. 

(I) It was part of the scheme and artifice that the 

Defendants would and did represent to potential purchasers of ore 

contracts that they were sel I ing a portion of the ore from the 

White Rock mining project to raise funds to put the mine fully 

into operation. 

(2) It was further part of the scheme and artifice that 

the Defendants directly and through their agents, offered to sel I 

contracts for ore to be mined, processed and refined into 

precious metals (gold & si Iver), at discounted prices, with 

de I ivery to the purchaser with in 1-3 years. 

(3) It was further part of the scheme and artifice 

that the Defendants provided to potential investors a brochure 

describing the mining project and its management, an insert 

promoting gold and si Iver as an investment, preprinted contracts, 

a promissory note, and instructions for making monthly payments 

to an accounting firm. 

(q) 1t was further part of the scheme and artifice 

that the Defendants caused purchasers of ore contracts t~ sign an 
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Ore Purchase Agreement, to send [0% of the total purchase price 

as a down payme~t, and to sign a non-recourse promissory note for 

the balance due on their purchase. The balance due was to be 

paid in monthly installments. 

(5) It was further part of the scheme and artifice 

that the Defendants represented that White Rock are contained 

deposits of precious metals (gold"& silver)" in-'sufficien~ 

quantity and qual ity to justify mining. The Defendants warranted 

that White Rock ore, sold for $200 per ton, contained gold and 

si Iver worth at least $qOO per ton. 

(6) It was further part of the scheme and artifice 

that the Defendants based their representations concerning the 

value of the ore on fraudulent assay test results performed by 

Defendants REESE T. HOUSTON, DUDLEY W. HARDIN, AND DON E. NODE. 

Defendants represented that test results on White Rock ore ranged 

from .03 to 7.35 ounces of gold per ton; that recovery of at 

least one ounce of gold per ton was not unreasonable; and that 

assay tests ~ere yielding an average of 11/2 oz. of gold per 

ton, when in truth and in fact, as Defendants weI I knew, the ore 

contained only traces of gold and silver in quantities so small 

that mining the are would not be economically feasible. 

(7) It was further part of the scheme and artifice 

that Defendants represented to investors that part,of the funds 

received from the sale of ore contracts would be used to 

construct faci I ities to process large quantities of ore into 

precious metals, and that purchasers could expect to receive 

their gold or si Iver within 1-3 years. However,~ Defendants neyer 
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constructed any such faci I ities, nor did they obtain permits 

necessary to conduct mining operations, said permits taking 2-3 

years for ultimate approval by various governmental agencies. 

(8) It was further part of the scheme and artifice that 

the Defendants created a host of subsidiary and affil iated 

business entities acting in concert to defraud investors of the 

White Rock project, saT~-~usines~ ~ntities being owned_o~ 

operated by the Defendants and operated in such a fashion as to 

prevent detection of the ultimate disposition of the investors' 

funds. 

(9) It was further part of the scheme and artifice 

that the Defendant caused investor funds from the sale of White 

Rock ore contracts to be mai led to Accrued Financial Services, a 

corporation control led by Defendants J. W. HALL, a/k/a Steven J. 

Bourque, AL MARCEL, a/k/a Alfonzo M. Harris, a/k/a AI Harris, 

GALE EDWARD JACKSON, JR., a/k/a Jack Edwards and CARL MICHAEL 

GRODIN, and thereafter disbursed at the direction of Defendants 

ROGER D. SWAYZE, LLOYD BENTON SHARP and GEORGE HOWARD ANDERSON to 

other parties and entities such as Lloyds International, a 

corporation control led by Defendants ROGER D. SWAYZE and LLOYD 

BENTON SHARP; and Madre Mining, a ,corporation controlled by 

Defendants LLOYD BENTON SHARP, ROGER D. SWAYZE, and GEORGE HOWARD 

ANDERSON. Madre Mining in turn disbursed investor funds to 

Defendant REESE T. HOUSTON. 

(10) It was further part of the scheme and artifice 

• that the Defendants caused investors of White Rock are contracts 

to mai I and send to Accrued Financial Se.rvices from September 
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1987 through and including November 1989, the sum of 

approximately $2,304,773, and the Defendants did cause Accrued to 

disburse approximately $2,288,571 to various parties and entities 

such as Lloyds International, (approximately $575,585), and Madre 

Mining, (approximately $138,183); said investors received no gold 

or silver from the Defendants as a result of their investments in 
'._. ---.-

the White Rock mining project. 

MANNER & MEANS OF EXECUTING THE 

SCHEME AND ARTIFICE TO DEFRAUD 

(I I) On or about the date hereinafter specified, in the 

District of South Carol ina, the Defendants, LLOYD BENTON SHARP, 

GEORGE HeWARD ANDERSON, ROGER D. SWAYZE, J. W. HALL, a/k/a Steven 

J. Bourque, REESE T. HOUSTON, AL MARCEL, a/k/a Alfonzo M. Harris, 

a/k/a AI Harris, VERNON JENSON, GAYLE B. CUNN, II, ROY BONN, 

DUDLEY W. HARDIN, DON E. NOOE, GALE EDWARD JACKSON, JR., a/k/a 

Jack Edwards, AND CARL MICHAEL GRODIN for the purpose of 

executing and attempting to execute this scheme and artifice to 

defraud, did knowingly cause the fol lowing checks drawn on the 

accounts of the individual investors listed below and payable to 

THI Accounting Services and/or Accrued Financial Services, to be 

del ivered by the U.S. Postal Service in accordance with the 

direction thereon to Accrued Financial Services, 333 N. Rancho, 

Suite 820, Department B. Las Vegas, Nevada 89106, or THI 

Accounting Services, 7701 E. Gray Road, Suite 0, Scottsdal~, 

Arizona 8S260, from the investor hereinafter sp~cified: -



COUNT DATE 

1 • Oc t . 1 0, 1 9 8 7 

2 • Dec. 25, I 987 

3 • Aug. I 7, 1 9 87 

4. Aug. 27, I 9 87 

5 • Oc t • I 5, I 9 8 7 

6 • Oc t. 2 I, I 9 87 

7 • Oc t. 2 5, I 9 8 7 

8 • Nov. 2, I 987 

9 • Nov. 25, I 987 

10. De c . I 7, I 9 8 7 

I 1 • Dec. 22, 1987 

12. Oc t. 2 0, I 9 87 

13. Jan. 6, 1988 

CHECK NO. 

12 It 

481 

2752 

NAOUNT INVESTOR 

5,050.00 

7,650.00 

8,080.00 

Mil es H. 
or Dorothy 
P. Mauney, 
Hilton Head, S.C. 

Marvin P. Guy 
Hilton Head, S.C. 

Donald K. Chalker 
Hilton Head, S.C. 

376 10,100.00 James Carlen, 
Hilton Head, S.C. 

2107 

385 

2921 

734 

513 

104 

543 

119 

312 

2,020.00 

1,010.00 

1,010.00 

2,020.00 

David C. or Lynne 
R. Anderson 
Hilton Head, S.C. 

Frederick Scheper 
Hilton Head, S.C. 

Mary Russel I Freeman 
Hilton Head, S.C. 

Jack H. Biel 
Hilton Head, S.C. 

1,010.00 Charles and Shei la 
Ogletree, 

Hilton Head, S.C. 

2,020.00 Paul W. or Fran 
H. Burgess, 

Hilton Head, S.C. 

510.00 Charles and Shei la 
Ogletree, 

Hilton Head, S.C. 

2,020.00 Hans or Barbara 
Fritze, 

Hilton Head, S.C. 

3 , 050 • 00 . Ma rg are t J. Mo r r i son 
Belfiore 

Hilton Head, S.C. 

AI I in violation of Title 18, United States Code, Sections 

13LlI and 2. 
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~IMUM SENTENCE THIS COUNT 

FINE OF ,~50f60(!).~ 1(18 USC 3571' 
I 

AND lOR IHPRISOUKElTT FOR S YR ( S ) 

AlID }. TER!! OF SUPERVISED RELEASE OF 

3 YR(S) (18 USC 3583) 
40 

~:':CI!L ASSESS1iEITT ,--=.5':..0_0_-_--­
(18 USC 3013) 

_ ...• ---- COUNT _111 

THE GRAND JURY FURTHER CHARGES: 

That from on or about June, 1987, and continuing thereafter 

unti I the date of this Indictment, in the District of South 

Carol ina and else'where, the Defendants LLOYD BENTON SHARP, GEORGE 

HOWARD ANDERSON, ROGER D. SWAYZE, J. W. HALL, a/k/a Steven J. 

Bourque, REESE T. HOUSTON, AL MARCEL, a/k/a Alfonzo M. Harris, 

a I kl a A I Ha rr is, VERNON JENSEN, GAYLE B. GUNN, II, ROY BONN, 

DUDLEY W. HARDIN, CARL MICHAEL GRODIN, DON E. NOOE, AND GALE 

EDWARD JACKSON, JR., a/k/a Jack Edwards, knowingly and willfully 

did combine, conspire, confederate and agree together and have a 

tacit understanding with each other and with various other 

persons to the Grand Jury unknown to commit in the manner, by 

means, and to the extent hereinafter shown, certain offenses 

against the laws of the United States, to wit: 

I. Unlawfully and knowingly to use the mails for the 

purpose of executing the scheme and artifice to defraud, as more 

fully described in Counts 1-13 of this Indi~tment which are 

incorporated herein by reference, in violation of the provisions 

of Title 18, United States Code, §§13ql and 2. 

2. It was part of the said conspiracy that the Defendants 

and others would cause individuals from the State of .South 

_. 
-' 
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Carolina and elsewhere to invest monies to purchase ore contracts 

in the White Rock mining project by means of false and fraudulent 

pretenses, representations and promises. 

3. It was a further part of the conspiracy that the 

Defendants and others aided, assisted and protected each other in 

the commission of the aforesaid acts and facil itated the 

c orrm iss ion 0 f sa ida c t 5':' --

4. That the aforesaid Defendants and others having 

combined, conspired, confederated, and agreed together as 

aforesaid, and in furtherance of such conspiracy and during its 

continuance, and to effect the objects thereof, committed the 

fol lowing overt acts and others in the District of South Carolina 

and elsewhere at the time and in the manner set forth herein, to 

wi t: 

OVERT ACTS 

I. On or about December, 1987, Defendant ROGER D. SWAYZE 

signed a White Rock Newsletter stating that the target date for 

ground breaking for the on-site ore processing plant was December 

15, 1987. 

2. On or about December 7, 1987 Defendant DUDLEY W. HARDIN 

refused to send White Rock ore samples to an independent assay 

lab after being advised that there was no gold in said ore 

sample. 

3. On or about December 10, 1987 Defendant J. W. HALL, 

a-I k/ a Steven J. Bourque, signed promo tiona 1 rna ter i a I for the 

White Rock mining project which stated that investors could 

real ize "from 600% to 2600% return" on their investment.in fairly 

short order. 
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4. From on or about June, 1987 to on or about June, 1988, 

Defendant VERNON JENSEN received approximately $193,013.08 in 

sales commissions from sel I ing ore contracts in the White Rock 

mining project. 

5. During the period of the conspiracy AL MARCEL, alkla Al 

Harris, a/k/a Alfonzo M. Harris, signed White Rock promotional 

material sent to investors, signi'n~ said prdmo~ional material as 

a senior partner of Marcel, Edwards, Hall and Associates. 

6. On or about January 9, 1988 Defendant ROY BONN was 

advised at a meeting at Nevada Business Services that there was 

no gold in White Rock ore and that the required permits to mine 

such ore did not exist. 

7. On or about June 16, 1988 Defendant DON E. NOOE signed a 

letter written on Mineral Worlds, Inc. letterhead wherein he 

represented that significant amounts of gold and silver were 

present in a White Rock ore sample. 

8. On or about July, 1988, Defendant REECE T. HOUSTON 

advised a White Rock investor that REESE T. HOUSTON had done a 

lot of tests on White Rock ore and was getting I 1/2 oz. of gold 

per ton. 

9. On or about July, 1988, Defendant GALE EDWARD JACKSON, 

JR. a/k/a Jack Edwards represented to a White Rock ore purchaser 

that assay tests of the White Rock ore were showing an average 

yield of 1/2 oz. of gold per ton. 

10. On or about October, 1988, Defendant GEORGE HOWARD 

ANDERSON came to Hi Iton Head Is.land, South Carolina and told a 

group of -investors that the White Rock mining project was 
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"unequivocally economically feasible", and would payoff 

investors within 3 to 7 months. 

I I. On or about February, 1989, Defendant GAYLE B. GUNN, II 

told a White Rock investor that GAYLE B. GUNN, II expected the 

White Rock mine to be in production within a couple of months. 

12. That on or about March, 1989, Defendant LLOYD BENTON 

SHARP issued and caused---fo be issued a White Ro-ck newsletter, 

which was mai led to various investors in the White Rock mining 

project, and represented to said investors that the project was 

expected to be in I imited production within 90 days. 

13. On or about August 10, 1989, Defendant LLOYD BENTON 

SHARP advised a White Rock investor that all White Rock investors 

would be paid off by Apri I, 1990. 

All in violation of Title 18, United States Code, §371. 

ilI- :BART. DANIEL 

E. BART DANIEL (OLD) 
UNITED STATES ATTORNEY 

A BILL ---------------------

FOREMAN 
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1 BEFORE THE ARIZONA CORPORATION COMHISSION 

2 RENZ D. JENNINGS 
CHAIRMAN 

3 MARCIA WEEKS 
COMMISSIONER 

4 DALE H. MORGAN 
COMMISSIONER 

5 
IN THE MATTER OF THE OFFERING OF ) 

6 SECURITIES BY: ) 
) 

7 WHITE ROCK MINING, INC. ) 
4625 SOUTH WYNN ROAD, SUITE 209 ) 

8 LAS VEGAS, NEVADA 89103 ) 
) 

9 ACCRUED FINANCIAL SERVICES, INC. ) 
333 NORTH RANCHO DRIVE, SUITE 820 ) 

10 LAS VEGAS, NEVADA 89106 ) 
) 

11 APACHE RAND CORPORATION, DBA ) 
APACHE RAND REFINERY, DBA ) 

12 APACHE RAND, INC. ) 
C/O FLOYD ROBERTSON ) 

13 6804 STONE AVENUE ) 
LAS VEGAS, NEVADA 89106 ) 

14 ) 
GAYLE B. GUNN II, DBA G.B. GUNN ) 

15 3616 WEST ASTER ) 
PHOENIX, ARIZONA ) 

16 ) 
MARCEL, EDWARDS, HALL & ASSOCIATES ) 

17 333 NORTH RANCHO DRIVE, SUITE 820 ) 
LAS VEGAS, NEVADA 89106 ) 

18 ) 
STEVEN J. BOURQUE, AKA J. W • HALL ) 

19 333 NORTH RANCHO DRIVE, SUITE 820 ) 
LAS VEGAS, NEVADA 89106 ) 

20 ) 
HOUSTON R.R. CORPORATION, DBA ) 

21 THE HOUSTON CORPORATION ) 
1374 SOUTH NELSON DRIVE ) 

22 CHANDLER, ARIZONA 85224 ) 
) 

23 HOUSTON R & R CORPORATION ) 
C/O REESE T. HOUSTON, PRESIDENT ) 

24 1374 SOUTH NELSON DRIVE ) 
CHANDLER, ARIZONA 85224 ) 

25 ) 
REESE T. HOUSTON ) 

26 3407 SOUTH ROBERTS ROAD ) 
TEMPE, ARIZONA 85282 ) 

27 ) 

28 

1 

DOCKET NO. S-2553-I 

DECISION NO. Si:? 733 

• OnpOfation Commisslofi 
, DOCKETED 

DEC 61989 



1 LLOYD B. SHARP DBA LLOYD SHARP 
BUSINESS CONSULTANT 

2 2900 BRISTOL STREET, SUITE A-I02 
COSTA MESA, CALIFORNIA 92626 

3 
ROGER D. SWAYZE 

4 7635 SOUTHEAST DEARDOFF 
PORTLAND, OREGON 97236 

5 
MADRE MINING INCORPORATED 

6 7138 SOUTH HIGHLAND DRIVE 
SALT LAKE CITY, UTAH 84121 

7 
ROCHDALE RECOVERY GROUP 

8 5859 KANAN ROAD, SUITE 287 
AGOURA HILLS, CALIFORNIA 91301 

9 
RICK STEVENS 

10 560 NORTH MOORPARK ROAD 
1000 OAKS, CALIFORNIA 91360 

11 
CARL GRODIN 

DOCKET NO. S-2553-I 

12 333 NORTH RANCHO DRIVE, SUITE 820 
LAS VEGAS, NEVADA 89106 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

13 
SIEGFRIED JACHMANN 

14 7138 SOUTH HIGHLAND DRIVE 
SALT LAKE CITY, UTAH 84121 

15 ------------------------------------) OPINION AND ORDER 

16 DATES OF HEARING: 

17 PLACE OF HEARING: 

18 PRESIDING OFFICER: 

19 APPEARANCES: 

20 

21 

22 

23 

24 

25 

26 

27 

28 

July 10, 11, and 12, 1989 

Phoenix, Arizona 

Beth Ann Burns 

JOSEPH P. CILLO, P.A., by Mr. Joseph P. 
Cillo, andTREW AND WOODFORD, P.C., by 
Mr. Reid Woodford, on behalf of 
Respondents Mr. Gayle B. Gunn II, dba 
G.B. Gunn, and Mr. Lloyd B. Sharp, dba 
Lloyd Sharp Business Consultant; 

JAMES E. BACHE, P.C., by Mr. James E. 
Bache, on behalf of Respondents Houston 
R.R. Corporation, dba The Houston 
Corporation, Houston R & R Corporation 
and Mr. Reese T. Houston; and 

Mr. Robert K. Corbin, Attorney General, 
by Ms. Lisa K. Daniel, Assistant Attorney 
General, and Ms. Katrina L. Rogers, 
Securities Division, on behalf of the 
Securities Division of the Arizona 
Corporation commission. 
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1 BY THE COMMISSION: 

2 On April 18, 1989, the Acting Director of the Securities 

3 Division ("Division") of the Arizona Corporation Commission 

4 ("Commission") issued a Notice of Opportunity for Hearing Regarding 

5 Proposed Order to Cease and Desist to the above-named respondents. 

6 The Division was unable to serve the Rochdale Recovery Group and Mr. 

7 Rick stevens with the notice. Accordingly, those respondents should 

8 be dismissed from this matter. 

9 On April 29, 1989, Mr. Lloyd B. Sharp and Mr. Gayle B. Gunn 

10 requested that a hearing be held in this matter and agreed to waive 

11 the requirement that the hearing commence within 15 days as provided 

12 in A.R.S. §44-1972(D). 

13 On May 3, 1989, Mr. Roger D. Swayze filed a request for hearing 

14 and agreed to an extension of the hearing date. 

15 On May 3, 1989, Houston R.R. Corporation, dba the Houston 

16 corporation, Houston R & R corporation, and Mr. Reese T. Houston 

17 (collectively "Houstons") filed a request for hearing. By letter 

18 dated May 4, 1989, the Houstons also agreed to waive the 15-day 

19 requirement. 

20 The Commission scheduled the hearing in this matter to commence 

21 on June 19, 1989. On May 26, 1989, the Houstons filed a motion for 

22 a continuance of the hearing. By Procedural Order dated May 30, 

23 1989, the motion was granted and July 10, 1989 was set as the new 

24 hearing date. 

25 The hearing commenced as scheduled and continued on July 11 and 

26 12, 1989. Mr. Sharp', Mr. Gunn, the Houstons, and the Division 

27 appeared through counsel. Mr. Swayze did not appear for financial 

28 reasons, as stated in his July 6, 1989 memorandum. 
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1 At the hearing, the Division presented the testimony of Mr. 

2 David Bond, Mr. Herman Randolph Daymude, Jr., Mr. Lon Slechta, and 

3 Ms. Sandra Jane Smith as investors; Mr. Joseph Murry, an 

4 Investigator for the State of Nevada, Secretary of State, Securities 

5 Division: Mr. Roshan Boman Bhappu, a metallurgist and President of 

6 Mountain States Research and Development International (MSR&D): Mr. 

7 Marvin Schloatman, the Vice President and Analytical Lab Manager for 

8 MSR&D: Mr. David D. Rabb, a metallurgist and mining engineer; Mr. 

9 Robert M. Long who provided accounting work for the White Rock 

10 Project; Ms. Kathleen Shane, an Investigator with the Division; and 

11 Mr. Tom Woods, a Staff Certified Public Accountant with the 

12 Division. Mr. Bhappu was also called as a witness by the Houstons. 

13 The respondents presented no other witnesses. 

14 The Division and the Houstons filed post-hearing briefs on 

15 August 23 and 25, 1989, respectively, and reply briefs on September 

16 12 and 15, 1989, respectively. 

17 DISCUSSION: 

18 Apache Rand Corporation, dba Apache Rand Refinery, dba Apache 

19 Rand, Inc. ("Apache Rand") obtained a lease which provides the 

20 mineral rights to mine 640 acres in San Bernardino County, 

21 California, across the state line from Lake Havasu city, Arizona. 

22 The White Rock Mining Project was formed to mine the ore deposit for 

23 gold and silver. Apache Rand and White Rock Mining, Inc. ("White 

24 Rock") share ultimate responsibility for directing the project. In 

25 1987, they hired Madre Mining, Inc. ("Madre Mining") to be the· 

26 administrator of the project and Madre Mining in turn hired the 

27 Houstons to supervise the development of the mining operation. 

28 
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1 For the alleged purpose of raising capital to purchase 

2 equipment and process the ore into concentrate, 50,000 tons of the 

3 ore were offered for sale through investment contracts at a total 

4 price of $10 million. Since 1987, offering materials for the White 

5 Rock Project have been circulated and at least three sales of the 

6 securities occurred in Arizona in February 1988.' The ore was sold 

7 in 50-ton increments. The tonnage specified in each investment 

8 contract was sold by Apache Rand / Marcel, Edwards, Hall & 

9 Associates, Inc. ( "Marcel") to the Rochdale Recovery Group for 

10 resale to the investor upon his execution of a non-recourse 

11 promissory note to Apache Rand. The investor made an initial 

12 payment of 10% of the purchase price as a fee for commissions and 

13 expenses. Payments on the promissory note were made by the investor 

14 according to a monthly schedule which includes an annual interest 

15 charge of 10%. The monthly payments were made to Accrued Financial 

16 Serv ices, Inc. ( "Accrued"), which shared off ices with Marcel. 

17 Accrued then issued checks in the amount of the monthly payments it 

18 received to either Madre Mining or Lloyds International, Inc. 

19 ("Lloyds"), whose sole corporate officer also serves as the sole 

20 corporate officer for White Rock. 

21 The offering materials circulated to market the White Rock 

22 Proj ect contain statements the record evidence has shown to be 

23 untrue or to be without factual basis. These are not isolated 

24 statements of minor importance. They inaccurately portray major 

25 components of the project. 

26 

2~~----------------

28 
, Each of the investors purchased the securities from Mr. Rick 

stevens, a named respondent upon whom service of the notice of 
opportunity for hearing could not be accomplished. 
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1 The misstatements are that: (a) construction of the processing 

2 plant would be completed by early 1989: (b) the ore would be 

~ processed within 1 to 3 years from the date of purchase; (c) the 

4 ore carries an average of 1 ounce of gold per ton: (d) extensive 

5 assay work has been performed: (e) the estimated cost of production 

6 would be in the range of industry standards: (f) the ore is 

7 warranted to be worth at least $400 per ton: (g) the ore purchase 

8 is not a security: (h) interest income from the $10 million in 

9 contract sales is adequate capital to put the mine fully into 

10 operation: and (i) an ore reserve of 50,000 tons has been placed 

11 with THI Accounting Services ("THI") to be used in the event the 

12 values do not meet the $400 per ton warranty. 

13 In addition to containing misstatements, the offering materials 

14 are defective because they omitted several material facts. They did 

15 not disclose: (a) the earnings and business history of the corporate 

16 respondents, with the exception of the Houston corporations: (b) the 

17 background and business experience of the individual respondents, 

18 with the exception of Mr. Houston: (c) the existence of two cease 

19 and desist orders, an injunction, and an indictment entered by other 

20 states against one or more of the respondents: 2 (d) that neither the 

21 respondents nor the securities offered or sold were registered with 

22 the Division: and (e) that none o'f the corporate respondents are 

23 presently authorized to do business in Arizona. 

24 

25 

2A4~----------------

27 

28 

2 These cease and desist orders, injunction, and indictment 
were issued prior to the sales of White Rock securities to Arizona 
investors in February 1988. Since that time, four additional cease 
and desist orders, two orders of prohibition, and a criminal verdict 
have been entered against one or more of the respondents. 
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1 The record clearly establishes that offers and sales of the 

2 White Rock securities have occurred in Arizona in circumstances 

3 where material facts were not disclosed, fraud was committed, and 

4 neither the securities nor the salesmen were registered with the 

5 Division. See also Decision No. issued this date. It 

6 remains for the Commission to determine the factual extent to which 

7 the Houstons, Mr. Gunn, Mr. Sharp, and Mr. Swayze participated in 

8 the enterprise and whether their conduct violated Arizona's 

9 securities laws. 

lO RESPONDENT SWAYZE 

11 Mr. Swayze was the Director, President, and sole officer of 

12 White Rock, a Nevada Corporation, from its incorporation in 1987 to 

l3 December 1988. Under his management, White Rock was a key 

14 participant in furthering the enterprise. It was during his tenure 

15 that the fraudulent offering materials were circulated and induced 

16 Arizona residents to purchase the securities. Mr. Swayze, as 

17 President of White Rock, authored periodic newsletters to investors 

18 describing the alleged progress at the mining operation. The 

19 newsletters contained statements such as "[t]he Houston Corporation 

20 has developed a proven recovery process for the recovery of gold and 

21 silver" and "[o]n September 18 the first truck load of White Rock 

22 ore was delivered to the Houston corporation facilities •••• [a]nother 

23 load (approx. 22 tons) was delivered the following week. n The 

24 record evidence indicates these statements are untrue or lack 

25 factual foundation. It further suggests that the newsletters 

26 contained intentional misstatements to maintain the investors' 

27 stream of monthly payments with the prospect that success at the 

28 mine would soon be achieved. 
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1 until December 1988, Mr. Swayze also served as the President 

2 and sole officer of Lloyds, one of the entities to which the monthly 

3 payments were channeled. 

4 Although the record evidence fails to link Mr. Swayze directly' 

5 with a sale of White Rock securities, it does establish that he was 

6 a control person in the enterprise and, in that capacity, committed 

7 fraud pursuant to A.R.S. §44-1991. 

B pertinent part that: 

That statute provides, in 

9 It is a fraudulent practice and unlawful for a person, in 
connection with a transaction or transactions within or 

10 from this state involving an offer to sell ••• securities, 
or a sale or purchase of securities... directly or 

11 indirectly to do any of the following: 

12 

13 

14 

15 

16 

1. 

2. 

3. 

Employ any device, scheme or artifice to defraud. 

Make any untrue statement of material fact, or omit to 
state any material fact necessary in order to make the 
statements made, in light of the circumstances under which 
they were made, not misleading. 

Engage in any transaction, practice or course of business 
which operates or would operate as a fraud or deceit. 

17 Mr. Swayze violated the law by directly or indirectly permitting to 

18 be published and circulated fraudulent offering materials in 

19 connection with offers to sell and sales of securities in Arizona. 

20 He also commi tted fraud with respect to the investors' monthly 

21 payments which are " ••• transactions ••• involving ••• a ••• purchase of 

22 securities ••• " under the statute. Mr. Swayze issued newsletters 

23 which, for the purpose of inducing investors to continue making 

24 their monthly payments in connection with .the purchase of the 

25 securities: served as a device or artifice to defraud; or made 

26 untrue statements of material fact or omitted to state material 

27 facts necessary in order to make the statements made, in light of 

28 the circumstances under which they were made, not misleading. 
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The Division has requested that Mr. Swayze, as a control person 

in the operation, be held liable for the offers and sales of White 

Rock securities to the three Arizona investors. Having found direct 

violations of the Securities Act of Arizona ("Securities Act") by 

Mr. Swayze, we do not believe it is necessary to reach the question 

of participant liability. 

RESPONDENT SHARP 

In January 1989, Mr. Sharp officially joined the enterprise 

when he succeeded Mr. Swayze as the President and sole officer of 

both White Rock and Lloyds. Mr. Sharp on deposition claimed this 

to be his first contact with the White Rock Project. According to 

other record evidence, though, he had prior involvement as follows: 

(a) in 1987, Mr. Sharp approached the owner of THI to request his 

accounting services for the project and to take him on a tour of the 

facilities associated with the project; and (b) in October 1988, Mr. 

Sharp attempted to obtain a loan on behalf of White Rock in the 

absence of Mr. Swayze who was in jail on charges of criminal fraud 

and perj ury • Further evidence suggests Mr. Sharp operated as a 

decision maker for the project even while Mr. Swayze was the head 

of White Rock and Lloyds. 

As the sole corporate officer for White Rock and Lloyds, Mr. 

Sharp has continued the practice of issuing newsletters concerning 

the impending success of the project which contain statements that 

are untrue or without factual foundation, such as, ·construction 

crews are standing by" or "payments on the ore contracts [will 

start] by the first of July." 

The record evidence regarding Mr. Sharp's involvement with the 

White Rock project in 1987 and 1988 is insufficient to support a 
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1 finding that he was a culpable participant in the fraudulent 

2 activity at that time. While the Division has requested that Mr. 

3 Sharp be held liable for the unlawful offers and sales of White Rock 

4 securities in Arizona in February 1988, since he was not 

5 significantly participating in the operation at that time, such a 

6 finding would be inappropriate. 

7 For the post-1989 period, however, it is clear that Mr. Sharp 

B held a control position with the operation and, in that capacity, 

9 perpetuated the fraud by issuing newsletters which, for the purpose 

10 of inducing investors to continue making their monthly payments in 

11 connection with the purchase of the securities: served as a device 

12 or artifice to defraud; or made untrue statements of material fact 

13 or omitted to state material facts necessary in order to make the 

14 statements made, in light of the circumstances under which they were 

15 made not misleading. He thereby violated A.R.S. §44-1991. 

16 He also directly participated in an illegal offer and sale of 

17 securi ties in Arizona. On February 2, 1989, Mr. Sharp, as President 

18 of Lloyds, executed a promissory note and entered into a contract 

19 with Mr. and Mrs. Smith pursuant to which Lloyds agreed to sell 20 

20 truck loads of "gold and silver bearing ore" to them for $50,000 and 

21 then repurchase the ore at the time of processing for $60,000. As 

22 consideration for the agreement, the Smiths wrote two checks in the 

23 total amount of $20,000. Mr. Sharp promised the return would be 

24 realized within 45 days. He failed to disclose financial 

25 information concerning the investment, the risks associated with the 

26 ore investment, or the existence of a permanent injunction issued 

27 against him by the united States District Court in Oregon for 

28 violations of federal securities laws. As of the hearing date, ~e 
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Smiths had neither realized a return on their investment nor had 

the $20,000 they initially paid returned in full. 

This investment contract is a security, not registered by 

description under A.R.S. §§44-1871 through 44-1875, not registered 

by qualification under A.R.S. §§44-1891 through 44-1900, not exempt 

under A.R.S. §44-1843 or §44-1843.01, not offered or sold in an 

exempt transaction under A.R.S. §44-1844, and not exempt under any 

rule or order promulgated by the Commission. The sale of the 

security, therefore, violated A.R.S. §44-1841. In addition, since 

Mr. Sharp is not a registered salesman in Arizona, the sale violated 

A.R.S. §44-1842. In connection with the sale, Mr. Sharp also 

violated A.R.S. §44-1991 by making an untrue statement of material 

fact about the time for return of the investment and omitting to 

state material facts concerning risks associated with the investment 

which were necessary in order to make the statements made, in light 

of the circumstances under which they were made, not misleading. 

RESPONDENT GUNN 

In August 1987, Mr. Gunn became the President of Apache Rand, 

the company which shared responsibility with White Rock for 

directing the project. As President, Mr. Gunn authored at least 

one newsletter to investors which the record evidence has shown 

misrepresented progress at the mine. For example, it stated that 

"many long days of research" had occurred and that "we should begin 

construction of the 500/ton per day on-site processing plant next 

month. II 

In January 1989, when Mr. Sharp became President of White Rock, 

he appointed Mr. Gunn to be his assistant. Under a rental agreement 

with the Houstons, Mr. Gunn maintains an office at the Houstons' 
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1 plant for the purpose of promoting public relations for White Rock 

2 by assisting investors and potential investors who call or wish to 

3 tour the facility. Mr. Gunn did conduct a guided tour for two of 

4 the Arizona investors, but the record is unclear whether it occurred 

5 before or after their investment decision was made. Mr. Gunn's 

6 salary is paid by Houston R & R Corporation. 

7 As the President of Apache Rand, Mr. Gunn held an influential 

8 position with the operation through which he violated A.R.S. §44-

9 1991 by issuing at least one newsletter which, for the purpose of 

10 inducing investors to continue making their monthly payments in 

11 connection with the purchase of the securities: served as a device 

12 or artifice to defraud; or made untrue statements of material fact 

13 or omitted to state material facts necessary in order to make the 

14 statements made, in light of the circumstances under which they were 

15 made not misleading. The record evidence is insufficient to 

16 determine whether Mr. Gunn violated the Securities Act while in 

17 charge of public relations for White Rock. 

18 The Division has requested that Mr. Gunn, as a control person 

19 in the operation, be held liable for the illegal offers and sales 

20 of White Rock securities to the three Arizona investors. Having 

21 found that Mr. Gunn has directly violated the securities Act, we do 

22 not believe it is necessary to reach the question of participant 

23 liability. 

24 RBSPOBDBNTS BOU8'l'01f8 

25 Houston R.R. Corporation, dba the Houston Corporation ("Houston 

26 R.R."), was incorporated in Arizona on March 12, 1981. On september 

27 10, 1988, the Commission revoked its Articles of Incorporation for 

28 
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1 failure to file an annual report, but the company has continued to 

2 conduct business in Arizona. 

3 Houston R & R Corporation ("Houston R & R") was initially 

4 incorporated in Nevada on May 15, 1987 as Blue Moon Marketing, Inc. 

5 The name change was effectuated in December 1987 by an amendment to 

6 the Articles of Incorporation. Houston R & R is not authorized to 

7 do business in Arizona. 

8 Mr. Houston, who describes his occupation as research and 

9 development in the field of metallurgy, is the Director and 

10 President of both Houston corporations, which are actually operated 

11 as one entity. 

l2 In 1987, Madre Mining, the outfit hired by White Rock to be the 

l3 administrator of the project, entered into a contract with Houston 

l4 R & R to supervise the development and eventual production of the 

15 mining operation. Mr. Houston, through his corporations, has begun 

16 to prepare the mine site, to have test holes drilled, to test and 

17 have ore samples tested, and to drill a water well. From December 

l8 11, 1987 to October 20, 1988, Mr. Houston received at least $263,700 

19 from Madre, Apache, and Accrued for his services. 

20 The issue to be decided is whether Mr. Houston exceeded the 

21 role of an independent professional and participated in the 

22 fraudulent activities. Expert testimony presented by the Division 

23 raises questions concerning the suitability of the Houstons' 

24 facilities and the adequacy of the services performed to develop a 

25 successful ongoing mining venture. The record, however, does not 

26 convincingly establish that the mining activities are just a sham 

27 to ·defraud the public into investing in a dirt pile. consequently, 

28 Mr. Houston's involvement in matters other than management of the 
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1 mining proj ect must be examined to determine the extent of his 

2 participation in the enterprise. These other matters include 

3 preparation of the offering materials, meetings with investors, and 

4 the sale of securities. 

5 The written offering materials circulated for the White Rock 

6 Proj ect contain a one-page description of the Houston refinery , with 

7 several pictures of the facility and resumes for Mr. Houston and his 

a son, the Vice-President of Houston R.R. According to one of the 

9 Division's expert witnesses, the description of the facility is 

10 essentially correct but should provide greater detail of 

11 accomplishments and the production history of satisfied clients. 

12 At least one of the Arizona investors based his investment decision 

13 on the credentials listed for the Houstons in the prospectus. On 

14 deposition, Mr. Houston claimed that he had written the description 

15 and resumes as a mailer to solicit business and was unaware it had 

16 been included in the offering circular. 

17 Accompanying the prospectus, investors received a video tape 

18 as part of the offering materials. The tape includes an interview 

19 with Mr. Houston, lasting approximately 6 minutes, in which he 

20 discusses the development plans and production schedule for White 

21 Rock ore. On deposition, Mr. Houston claimed that: (a) he had not 

22 understood the purpose of the filming and did not give his 

23 permission for it; (b) he consented to the interview only subject 

24 to his review of the tape produced; (c) he was not provided with an 

25 opportunity to review the tape; and (d) he submitted a written 

26 request that the film not be used. 

27 There is a conflict in the record evidence as to whether Mr. 

28 Houston met with any investors or potential investors in the White 
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Rock Project. Two of the Arizona investors, Mr. Daymude and Mr. 

Slechta, testified that around the time of their investment decision 

in February 1988, they toured the Houston plant and met with Mr. 

Houston and Mr. Gunn. One of the investors did not recall Mr. 

Houston discussing the proj ect at that meeting, while the other 

believed Mr. Houston talked about its feasibility. At a second 

meeting with Mr. Slechta, Mr. Houston stated that White Rock was a 

good, project and that the cease and desist orders in other states 

were due to a lack of paper work. On deposition, Mr. Houston 

indicated that to his knowledge he had never spoken to a potential 

investor because the offer had been sold out before he was hired. 

The record evidence does not establish that Mr. Houston 

personally offered or sold securities in the White Rock Project. 

However, he was present on February 2, 1989 when Mr. Sharp illegally 

sold a security to the Smiths, as discussed above. Approximately 

two months later, he accompanied Mr. Sharp and Mrs. smith to the 

bank when they attempted to cash in the S,miths' retirement annuities 

to use as addi tional investment. He was also present when the 

smiths approached Mr. Sharp at the Houston plant site to get their 

money back. It appeared to Mrs. Smith that it was Mr. Houston who 

made the decision that their money should not be returned. 

The weight of the evidence just discussed fails to support a 

finding that Mr. Houston committed fraud as the project manager or 

acted as a significant participant in the fraudulent activities. 

Accordingly, Mr. Houston and the Houston corporations should not be 

held liable for the violations of the securities Act which have 

occurred in connection with the offer and sale of securities for the 

White Rock Project. 
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1 RELIEF 

2 The Division recommends that: (a) a cease and desist order be 

:5 entered against the respondents; (b) the Arizona investors be 

4 awarded full restitution in the amount of $47,996; (c) 

5 administrative fines in the maximum amount allowed by law be 

6 assessed; and (d) respondents be held jointly and severally liable 

7 for payment of the restitution and fines. The Division recommends 

8 the imposition of maximum fines because this is a nationwide, 

9 ongoing fraud and the respondents have had cease and desist orders 

10 issued against them in the past. 

11 The Commission agrees that a cease and desist order should be 

12 issued against the respondents found herein to have violated 

l3 Arizona's securities laws. 

14 with regard to relief for the three Arizona investors, we find 

15 that they should be offered rescission of the purchase, including 

16 cancellation of their promissory notes, and should receive full 

17 restitution 'in the amount of $28,078.95, disbursed as follows: 

18 $1,754.45 to the Daymudes,3 $2,049.50 to Mr. Bond,4 and $24,275 to 

19 Mr. Slechta,S less any refunds which the investors have received 

20 since the hearing. We further find that because Mr. Swayze, Mr. 

21 Sharp, and Mr. Gunn were either engaged in fraudulent activity at 

22 the time the initial investments were made or perpetuated the fraud 

23 

2·~~-----------------

25 

26 

27 

28 

3 $1,754.45 = $1,010 initial payment plus $850.50 for nine 
monthly payments of $94.50 each, less $106.05 already subject to 
refund. i 

4 $2,049.50 = $1,010 initial payment plus $1,039.50 for 11 
monthly payments of $94.50 each. 

S $24,275 = $10,100 initial payment plus $15,120 for 15 
monthly payments of $945. 
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1 during the period monthly payments were made, they should share 

2 joint and several liability for providing this restitution. 

3 with regard to relief for the Smiths, we find that they are 

4 entitled to receive $23,000 in restitution~6 less any refunds they 

5 have received since the hearing. Since Mr. Sharp was solely 

6 responsible for the unlawful sale of securities to the Smiths, he 

7 alone should be held liable for payment of that restitution. 

S Lastly, we do not believe that a singular unlawful sale of 

9 securities by Mr. Sharp or the nature of the fraud committed by Mr. 

10 Swayze, Mr. Sharp, or Mr. Gunn warrants the imposition of maximum 

11 allowable penalties. We will accordingly assess administrative 

12 fines as follows: $15,000 from Mr. swayze,7 $12,500 from Mr. sharp,8 

13 and $7,500 from Mr. Gunn. 9 

14 

15 * * * * * * 
16 Having considered the entire record herein and being fully 

17 advised in the premises, the Commission finds, concludes, and orders 

18 that: 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

6 The Smiths actually invested $20,000, but just prior to 
the hearing, they agreed to accept a promissory note from Mr. Sharp 
in the amount of $24,700 to replace the $50,000 note he had 
previously executed. Mr. Sharp then paid $1,700 on the new note, 
leaving a balance owed of $23,000 as of the time of hearing. 

7 $15,000 = 2 violations of A.R.S. §44-1991 x $2,500 per 
violation x 3 investors. 

8 $12,500 = $2,500 each for 2 violations of A.R.S. §44-1991 
re: Mr. Slechta and Mr. Bond, plus 1 violation each of A.R.S. §§44-
1841, 44-1842, and 44-1991 re: the smiths. The Daymudes ceased 
making monthly payments before Mr. Sharp joined the operation. 

9 $7 ,500 = 1 violation of A. R. S. §44-1991 x $2,500 x 3 
investors. 
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PINDINGS OP PACT 

On April 18, 1989, the Acting Director of the Division 

3 issued a Notice of Opportunity for Hearing Regarding Proposed Order 

4 to Cease and Desist to the above-named respondents. 

5 ·2. The Division was unable to serve the Rochdale Recovery 

6 Group and Mr. Rick stevens with the notice. 

7 3 • Mr. Sharp, Mr. Gunn , Mr. Swayze, and the Houstons 

8 requested that a hearing be held in this matter and agreed to waive 

9 the requirement that the hearing commence within 15 days as provid,ed 

10 in A.R.S. §44-1972(D). 

11 4. The hearing in this matter was held on July 10, 11, and 

12 12, 1989. 

13 5. The White Rock Mining Project was formed to mine a 640-

14 acre ore deposit in San Bernardino County, California, for gold and 

15 silver. 

16 

17 for 

6. Apache Rand and White Rock share ultimate responsibility 

directing the mining project, with Madre Mining as the 

18 administrator and the Houstons as project manager. 

19 7. For the alleged purpose of raising capital to purchase 

20 equipment and process the ore into concentrate, 50,000 tons of the 

21 White Rock ore were offered for sale through investment contracts. 

22 8. Since 1987, offering materials for the White Rock project 

23 have been circulated and at least three sales of the securities 

24 occurred in Arizona in February 1988. 

25 9. The sales were made subject to the execution of a 

26 promissory note by the buyer, an initial payment of 10% of the 

27 pu~chase price as a fee for commissions and expenses, and monthly 

28 payments which include an annual interest charge of 10%. 
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1 10. The offering materials circulated to market the White Rock 

2 project contain the following statements the record evidence has 

3 shown to be untrue or to be without factual basis: (a) construction 

4 of the processing plant would be completed by early 1989; (b) the 

5 ore would be processed within 1 to 3 years from the date of 

6 purchase; (c) the ore carries an average of 1 ounce of gold per ton; 

7 (d) extensive assay work has been performed; (e) the estimated cost 

8 of production would be in the range of industry standards; (f) the 

9 ore is warranted to be worth at least $400 per ton; (g) the ore 

10 purchase is not a security: (h) interest income from the $10 million 

11 in contract sales is adequate capital to put the mine fully into 

12 operation: and (i) an ore reserve of 50,000 tons has been placed 

13 with THI to be used- in the event the values do not meet the $400 per 

14 ton warranty. 

15 11. The offering materials omitted several material facts, as 

16 follows: (a) the earnings and business history of the corporate 

17 respondents , with the exception of the Houston corporations ; (b) the 

18 background and business experience of the individual respondents, 

19 with the exception of Mr. Houston; (c) the existence of two cease 

20 and desist orders, an injunction, and an indictment entered by other 

21 states against one or more of the respondents: (d) that neither the 

22 respondents nor the securities offered or sold were registered with 

23 the Division: and (e) that none of the corporate respondents are 

24 presently authorized to do business in Arizona. 

25 12. From 1987 through December 1988, Mr. Swayze was the 

26 Director, president, and sole officer of White Rock, a key 

27 participant in the enterprise. 

28 
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1 13. During Mr. Swayze's tenure with White Rock: the fraudulent" 

2 offering materials were circulated and induced Arizona residents to 

3 purchase the securities; and Mr. Swayze authored periodic 

4 newsletters to investors which contained statements the record 

5 evidence has shown to be untrue or without factual foundation, such 

6 as "(t]he Houston Corporation has developed a proven recovery 

7 process for the recovery of gold and silver" and" (o]n September 18 

8 the first truck load of White Rock ore was delivered to the Houston 

9 corporation facilities •••• (a]nother load (approx. 22 tons) was 

10 delivered the following week." 

11 14. The record evidence indicates that these, and subsequent, 

12 newsletters contained intentional misstatements to maintain the 

13 investors' stream of monthly payments with the prospect that success 

14 at the mine would soon be achieved. 

15 15. Mr. Sharp succeeded Mr. Swayze as the President and sole 

16 officer of both White Rock and Lloyds. 

17 16. Mr. Sharp has continued the practice of issuing 

18 newsletters concerning the impending success of the project which 

19 contain statements that are untrue or without factual foundation, 

20 such as, "construction crews are standing by" or "payments on the 

21 ore contracts [will start] by the first of July." 

22 17. On February 2, 1989, Mr. Sharp, as President of Lloyds, 

23 executed a promissory note and entered into a contract with Mr. and 

24 Mrs. Smith pursuant to which Lloyds agreed to sell 20 truck loads 

25 of "gold and silver bearing ore" to them for $50,000 and then 

26 repurchase the ore at the time of processing for $60,000. 

27 18 • In connection with the sale, Mr. Sharp promised the smiths 

28 the return would be realized within 45 days and he failed to 
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1 disclose financial information concerning the investment, the risks 

2 associated with the ore investment, the existence of a permanent 

3 injunction issued against him by the United states District Court 

4 in Oregon for violations of federal securities laws, or the fact 

5 that he is not a registered salesmen in Arizona. 

6 19. As consideration for the agreement, the Smiths wrote two 

7 checks in the total amount of $20,000, which investment, as of the 

a hearing date, had not realized a return or been repaid in full. 

9 20. In August 1987, Mr. Gunn became the President of Apache 

10 Rand and in that capaci ty authored at least one newsletter to 

11 investors which the record evidence has shown misrepresented 

12 progress at the mine through statements, such as, "many long days 

13 of research" had occurred and that "we should begin construction of 

14 the SoO/ton per day on-site processing plant next month." 

15 21. Houston R.R. was an Arizona corporation which has 

16 continued to conduct business in the state although its Articles of 

17 Incorporation were revoked on September 10, 1988 for failure to file 

18 an annual report. 

19 22. Houston R & R was incorporated in Nevada on May 15, 1987 

20 and is not authorized to do business in Arizona. 

21 23. Mr. Houston, who describes his occupation as research and 

22 development in the field of metallurgy, is the Director and 

23 President of both Houston corporations, which are actually operated 

24 as one entity. 

25 24. In 1987, Madre Mining entered into a contract with Houston 

26 R & R to supervise the development and eventual production of the 

27 White Rock mining operation. 

28 
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1 25. Mr. Houston, through his corporations, has begun to 

2 prepare the mine site, to have test holes drilled, to test and have 

3 ore s'amples tested, and to drill a water well. 

4 26. The weight of the evidence fails to support a finding that 

5 Mr. Houston committed fraud as the project manager or acted as a 

6 significant participant in the fraudulent activities. 

7 27. The three Arizona investors should be offered rescission 

8 of the purchase, including cancellation of their promissory notes, 

9 and should receive full restitution in the amount of $28,078.95, 
I 

10 disbursed as follows: $1,754.45 to the Daymudes, $2,049.50 to Mr. 

11 Bond, and $24,275 to Mr. Slechta, less any refunds which the 

12 investors have received since the hearing. 

13 28. Because Mr. Swayze, Mr. Sharp, and Mr. Gunn were either 

l4 engaged in fraudulent activity at the time the initial investments 

15 were made or perpetuated the fraud during the period monthly 

16 payments were made, they should share joint and several liability 

17 for providing restitution to the three Arizona investors. 

18 29. The Smiths are entitled to receive $23,000 in restitution, 

19 less any refunds they have received since the hearing. 

20 30. Since Mr. Sharp was solely responsible for the unlawful 

21 sale of securities to the Smiths, he alone should be held liable for 

22 payment of that restitution. 

23 31. The following penalties should be imposed for the fraud 

24 committed: $15,000 from Mr. Swayze, $12,500 from Mr. Sharp, and 

25 $7,500 from Mr. Gunn. 

26 

27 

28 
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1 CONCLUSIONS OP LAW 

2 1. The Commission has jurisdiction over this matter pursuant 

a to Article XV of the Arizona Constitution and A.R.S. §44-1801, et 

4 seg. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2. since the Division was unable to serve the Rochdale 

Recovery Group and Mr. Rick stevens with the April 18, 1989 notice 

of opportunity for hearing, those respondents should be dismissed 

from this matter. 

3. The investment contracts offered and sold to the three 

Arizona investors in connection with the White Rock Project are 

securities within the meaning of A.R.S. Section 44-1801. 

4. Mr. Swayze was a control person who violated A.R.S. §44-

1991 by directly or indirectly permitting to be published and 

circulated fraudulent offering materials in connection with offers 

to sell and sales of securities in Arizona. 

5. The monthly payments made by the investors are 

tI ••• transactions ••• involving ••• a ••• purchase of securities ••• " under 

A.R.S. §44-1991. 

6. Mr. Swayze committed fraud by issuing newsletters which, 

20 for the purpose of inducing investors to continue making their 

21 monthly payments in connection with the purchase of the securities: 

22 served as a device or artifice to defraud; or made untrue statements 

23 of material fact or omitted to state material facts necessary in 

24 order to make the statements made, in light of the circumstances 

25 under which they were made, not misleading. 

26 7. Since 1989, Mr. Sharp has held a control position with the 

27 operation and, in that capacity, violated A.R.S. 144-1991 by 

28 perpetuating the fraud through newsletters which, for the purpose 
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1 of inducing investors to continue making their monthly payments in 

2 connection with the purchase of the securities: served as a device 

a or artifice to defraud: or made untrue statements of material fact 

4 or omitted to state material facts necessary in order to make the 

5 statements made, in light of the circumstances under which they were 

6 made not misleading. 

7 8. The investment contract Mr. Sharp sold to the Smiths is 

8 a security, not registered by description under A.R.S. §§44-1871 

9 through 44-1875, not registered by qualification under A.R.S. §§44-

10 1891 through 44-1900, not exempt under A.R. S. §44-1843 or §44-

11 1843.01, not offered or sold in an exempt transaction under A.R.S. 

12 §44-1844, and not exempt under any rule or order promulgated by the 

13 commission. 

14 9. Mr. Sharp's sale of the unregistered security to the 

15 smiths violated A.R.S. §44-1841. 

16 10. Since Mr. Sharp is not a registered salesman in Arizona, 

17 the sale of the security to the Smiths violated A.R.S. §44-1842. 

18 11. In connection with the sale of the security to the Smiths, 

19 Mr. Sharp violated A.R.S. §44-1991 by making an untrue statement of 

20 material fact and omitting to state material facts which were 

21 necessary in order to make the statements made, in light of the 

22 circumstances under which they were made, not misleading. 

23 12. Mr. Gunn held an influential position with the operation 

24 through which he violated A.R.S. 144-1991 by issuing at least one 

25 newsletter which, for the purpose of inducing investors to continue 

26 making their monthly payments in connection with the purchase of the 

27 securities: served as a device or artifice to defraud: or made 

28 untrue statements of material fact or omitted to state material 
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1 facts necessary in order to make the statements made, in liqht of 

2 the circumstances under which they were made not misleadinq. 

3 13. Mr. Houston and the Houston corporations should not be 

4 held liable for the violations of the securities Act which have 

5 occurred in connection with the offer and sale of securities for the 

6 White Rock Project. 

7 14. The respondents found herein to have violated Arizona's 

8 securities laws should be restrained from any future violations of 

9 A.R.S. Sections 44-1841, 44-1842, and. 44-1991, or any other 

10 provisions of the Securities Act. 

11 15. The investors should be offered rescission and restitution 

12 pursuant to A.R.S. §40-2032 and A.A.C. R14-4-308. 

13 16. Administrative penalties should be imposed for the fraud 

14 committed. 

15 ORDER 

16 IT IS THEREFORE ORDERED that the Rochdale Recovery Group, Mr. 

17 Rick Stevens, Mr. Reese T. Houston, Houston R.R. Corporation, and 

18 Houston R & R Corporation are hereby dismissed as respondents in 

19 this matter. 

20 IT IS FURTHER ORDERED that pursuant to the authority granted 

21 to the Commission under A.R.S. 144-2032, Mr. Roger .G. Swayze, and 

22 Mr. Gayle B. Gunn, their agents, servants, employees, assigns, 

23 successors, and those persons acting in concert or participation 

24 with them shall cease and desist from the following and other 

25 violations of the Securities Act: 

26 Directly or indirectly making any untrue statement of material 

27 fact and/or omitting to state material facts necessary in order 

28 to make the statements made, in light of the circumstances in 
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1 which they are made, not misleading in connection with the 

2 offer or sale of any security within or from Arizona, and 

3 engaging in transactions and practices or a course of business 

4 which operates or would operate as a fraud or deceit upon 

5 potential or actual investors. 

6 IT IS FURTHER ORDERED that pursuant to the authority granted 

7 to the Commission under A.R.S. §44-2032, Mr. Lloyd B. Sharp, his 

8 agents, servants, employees, assigns, successors, and those persons 

9 acting in concert or participation with him shall cease and desist 

10 from the following and other violations of the Securities Act: 

11 (1) Offering to sell or selling securities within or from the 

12 State of Arizona without first registering said securities 

13 by description under Article VI of the Securities Act or 

14 registering said securities by qualification under Article 

15 VII of the Securities Act, or qualifying for exemption 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

thereunder; 

(2) Offering to sell or selling securities within or from the 

State of Arizona without first registering as dealers or 

salesmen under Article IX of the .securities Act or 

qualifying for an e~emption thereunderl and 

(3) Directly or indirectly making any untrue statement of 

material fact and/or omitting to state material facts 

necessary in order to make the statements made, in light 

of the circumstances in which they are made, not 

misleading in connection with the offer or sale of any, 

security within or from Arizona, and engaging in 

transactions and practices or a course of business which 
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1 operates or would ope~ate as a fraud or deceit upon 

2 potential or actual investors. 

3 IT I~ FURTHER ORDERED that pursuant to the authority granted 

4 to the Commission under A.R.S. §44-2032, Mr. Roger D. Swayze, Mr. 

5 Lloyd B. Sharp, and Mr. Gayle B. Gunn shall pursuant to A.A.C. R14-

6 4-308 offer to the three Arizona investors rescission, including 

7 cancellation of their promissory notes, and shall jointly and 

8 severally be liable for restitution in the amount of $28,078.95, 

9 disbursed as follows: $1,754.45 to the Daymudes, $2,049.50 to Mr. 

10 Bond, and $24,275 to Mr. Slechta, less any refunds which the 

11 investors have received since the hearing, said payments to be made 

12 within 15 days from the effective date of this Decision. 

13 IT IS FURTHER ORDERED that pursuant to the authority granted 

14 to the Commission under A.R.S. §44-2032, Mr. Lloyd B. Sharp, shall 

15 pursuant to A.A.C. R14-4-308 offer restitution to the Smiths in the 

16 amount of $23,000, less any refunds which the Smiths have received 

17 since'the hearing, said payment to be made within 15 days from the 

18 effective date of this Decision. 

19 IT IS FURTHER ORDERED that pursuant to the authority granted 

20 to the Commission under A.R.S. §44-2036, Mr. Roger D. Swayze shall 

21 pay an administrative penalty in the amount of $15,000, said payment 

22 to be made 30 days after the effective date of this Decision, 

23 payable to the State Treasurer for deposit in the general fund of 

24 the State of Arizona. 

25 IT IS FURTHER ORDERED that pursuant to the authority granted 

26 to the Commission under A.R.S. §44-2036, Mr. Lloyd B. Sharp shall 

27 pay an administrative penalty in the amount of $12,500, said payment 

28 to be made 30 days after the effective date of this Decision, 
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1 payable to the state Treasurer for deposit in the general fund of 

2 the state of Arizona. 

3 IT IS FURTHER ORDERED that pursuant to the authority granted 

4 to the Commission under A.R.S. §44-2036, Mr. Gayle B. Gunn shall pay 

5 an administrative penalty in the amount of $7,500, said payment to 

6 be made 30 days after the effective date of this Decision, payable 

7 to the state Treasurer for deposit in the general fund of the State 

8 of Arizona. 

9 IT IS FURTHER ORDERED that this Decision shall become effective 

·10 immediately. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

BY ORDER OF ~ORATION COMMISSION. 

IN WITNESS WHEREOF, I, JAMES MATTHEWS , Executive 
Secretary of the Arizona Corporation Commission, 
have hereunto set my hand and caused the 
official seal of the Commission to be affixed at 
the Capitol, ~CitY of Phoenix, this 

~ day of , 1989. 

~AL~ ~~~ SECRETARY 

DISSENT ____________ __ 
23 babs 

24 

25 

26 

27 

28 
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JAY C. SHAFFER 
Acting General Counsel 

STEPHEN GURWITZ 
CONNIE WAGNER 
MELISSA FEINBERG 
Federal Trade Commission 
Pennsylvania Ave. , Sixth St., N.W. 
Washington, D.C. 20580 

. (202) 326-3272 

RUTH L. COHEN 
ASSISTANT UNITED STATES ATTORNEY 
330 S. Third Street 
Las Vegas, HV 89101 
(702) 388-6336 

Attorneys ~Plaintiff 

~~~~~ ~~. UNITED STATES DISTRICT COURT 
\"- \~'Q ~~ DISTRICT OF NEVADA 

\J \'0 ~ ~~ 
()~ f:,'\~~~~~. 

'O~.~'\~,~ . 

TEMPORARY RESTRAINING ORDER WITH ASSET FREEZE, 
ORDER FOR APPOINTMENT OF TEMPORARY RECEIVER, ORDER 
PERMITTING EXPEDITED DISCOVERY, AND ORDER TO SHOW CAUSE 
WHY A PRELIMINARY INJUNCTION SHOULD NOT ISSUE AND WHY A 

PERMANENT RECEIVER SHOULD NOT BE APPOINTED 
.. 

Plaintiff, Federal Trade Commission (WCommissionW), has made 

an ~ Parte Motion for a Temporary Restraining Order with Asset 

Freeze, Order Appointing Temporary Receiver, Order Permitting 

Expedited Discovery and Accounting, and Order to Show Cause Why a 



\ 

Preliminary Injunction Should Not Issue and Why a Permanent 

Receiver Should Not Be Appointed. The Court has considered the 

plaintiff's pleadings, memoranda, declarations and other exhibits 

filed in support of said Motion, and now being advised in the 

premises finds: 

1. That this Court has jurisdiction of the subject matter 

of this case and there is good cause to believe it will have 

jurisdiction of all the parties hereto. 

2. That there is good cause to believe that defendants 

Lloyd Sharp, George Anderson, Steven J. Bourque a/k/a J.W. Hall, 

Roger Swayze, Gayle Gunn, Gale E. Jackson a/k/a Jack Edwards, 

Reese T. Houston, Merlyn Berg, Houston R , RCorporation a/k/a 

the Houston Corporation, White Rock Mining, Inc., Lloyds 

International, Inc., [hereinafter collectively referred to as 

wdefendantsH] and each of them have engaged and are likely to 

engage in acts and practices constituting violations of Section 

5(a) of the Federal Trade Commission Act, as amended, IS U.S.C. 

545(a), and that the Commission is therefore likely to prevail on 

the merits of this action. 

3. That there is good cause to believe that immediate and 

irreparable damage to plaintiff's ability to achieve effective 

final relief for consumers in the form of monetary redress will 

occur from the aale, tranafer, assignment or other disposition or 

2 
! r. 
I , 



concealment by defendants of their assets or records unless 

defendants are immediately restrained and enjoined by order of 

this Court; 

4. That good cause exists for the appointment of a 

temporary receiver and for relieving plaintiff of the duty of 

providing defendants with prior notice of this motion; 

S. That, weighing the equities and considering the Federal 

Trade Commission's likelihood of ultimate success, a temporary 

restraining order and freeze of assets would be in the public 

interest; 

6. That no security is required of any agency of the United 

States for the issuance of a restraining order. Ped.R.Civ.P. 

6S (c) • 

I. 

IT IS THEREFORE ORDERED, ADJUDGED, AND DECREED that 

defendants and their officers, directors, agents, servants, 

employees, salespersons, independent contractors, attorneys, 

corporations, subsidiaries, affiliates, successors, assigns, and 

_other entities or persons directly or indirectly under their 

control, and all persons or entities in active concert or 

participation with them, and each of them, directly or 

3 
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indirectly, in the promotion, sale, or offering for sale of any 

ore purchase contracts, or any other investment offering, are 

hereby restrained and enjoined from. 

(1) Falsely representing in any manner, directly or 

indirectly, expressly or implicitly, that. the ore from 

their mines contains valuable deposits of precious 

metals in sufficient quantity and quality to justify 

commercial exploitation; 

(2) Falsely representing in any manner, directly or 

indirectly, expressly or implicitly, the value of gold 

and silver in their mining claims; 

(3) Falsely representing in any manner, directly or 

indirectly, expressly or implicitly, that the mine is a 

successful project; 

(4) Falsely representing in any manner, directly or 

indirectly, expressly or implicitly, the degree of risk 

in the purchase of their ore purchase contracts, or any 

other investment offering; 

(5) Falsely representing in any manner, directly or 

indirectly, expressly or implicitly, the potential 

profit investors may realize by purchasing their ore 

purchase contracts, or any other investment offering; 

(6) Falsely representing in any manner, directly or 

indirectly, expressly or implicitly, that they are 

constructing processing plants or pilot test plants; 

4 
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(7) Falsely representing in any manner, directly or 

indirectly, expressly or implicitly, that they will 

deliver, or will be able to deliver, refined precious 

metals to ore purchasers within one to three years from 

the purchase date; 

(8) Falsely representing in any manner, directly or 

indirectly, expressly or implicitly (a) the past or 

future earnings of any customer, or (b) the nature or 

quality of any service of defendants in connection with 

the sale or offering of ore purchase contracts, or any 

investment offering; 

(9) Falsely representing in any manner, directly or 

indirectly, expressly or implicitly, any other fact 

likely to affect a consumer's decision to purchase 

defendants' ore purchase contracts for gold and silver, 

or any investment offering; 

(10) Soliciting ore purchasers to make payments to 

defendants or their agents. 

II. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that 

defendants, and their respective officers, directors, agents, 

servants, employees, salespersons, independent contractors, 

attorneys, corporations, subsidiaries, affiliates, successors, 

assigns, and other entities or persons directly or indirectly 

5 



under their control, or under common control with them, and all 

persons or entities in active concert or participation with them, 

and each of them, including but not limited to Administrative 

Management Services, Nevada Business Service, Universal 

Bookkeeping Service, Accrued Financial Services, L. George 

Hukriede Accountancy Corporation, and Cinder Mountain Trust, be 

and hereby are restrained and enjoined until further order of the 

Court from directly or indirectly: 

(1) Failing to·make and keep books, recorQs, accounts, bank 

statements, current accountants' reports, general ledgers, 

general journals, cash receipts ledgers, cash disbursements 

ledgers and source documents, documents indicating title to· 

real or personal property, and any other data which, in 

reasonable detail, accurately and fairly reflect the 

transactions and dispositions of the assets of defendants, 

but only to the extent necessary to comply with the 

directives of any receiver appointed herein~ 

(2) Destroying, mutilating, changing, concealing, altering, 

transferring or otherwise disposing of, in any manner, 

directly or indirectly, any books, records, tapes, disks, 

accounting data, checks (fronts and backs), correspondence, 

forms, advertisements, brochures, manuals, electronically 

stored data, banking records, customer list., customer 

files, telephone records, commission ledgers, payroll 

6 



records, or other documents of.any kind, including 

information stored in computer-maintained form, in the 

possession, custody or control of any of the defendants, and 

all persons or entities in active concert or participating 

with them, until further order of this Court. 

111. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that all of the 

defendants and their respective officers, directors, agents, 

servants, employees, independent contractors, salespersons, 

attorneys, corporations, subsidiaries, affiliates, successors, 

assigns, and other entities or person directly or indirectly 

under their control or under common control with them, and all 

persons or entities in active concert or participation with them, 

and each of them, including but not limited to Administrative 

Management Services, Nevada Business Service, Accrued Financial 

Services, Universal Bookkeeping Service, L. George Hukriede 

Accountancy Corporation, and Cinder Mountain Trust, are hereby 

restrained and enjoined until further order of the Court from 

directly or indirectly, 

(1) transferring, converting, encumbering, selling, concealing, 

dissipating, disbursing, assigning, spending, withdrawing, 

or otherwise disposing of any funds, property, contracts, 

shares of stock, precious metals, or any other assets, 
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wherever located, owned, controlled by, in whole or in part, 

or in the actual or constructive possession of defendants 

Lloyds International, Inc., White Rock Hining, Inc., and 

Houston R & R Corporation, other than to make any transfers 

to any receiver appointed hereinJ 

(2) transferring, converting, encumbering, selling, concealing, 

dissipating, disbursing, assigning, spending, withdrawing, 

or otherwise disposing of any funds, property, contracts, 

shares of stock, precious metals, or any other assets, 

wherever located, owned, controlled by, in whole or in part, 

or in the actual or constructive possession of defendants 

Lloyd Sharp, George Anderson, Steven J. Bourque a/k/a J.W. 

Hall, Roger Swayze, Gayle Gunn, Gale E. Jackson a/k/a Jack 

Edwards, Reese T. Houston, Herlyn Berg, or any corporation, 

partnership, or other entity directly or indirectly owned, 

managed, or controlled by, or under common control with them 

or any of them (excluding defendants Lloyds International, 

Inc., White Rock Hining, Inc., and Houston R , R 

Corporation), until further order of this Court,· except: 

a) to pay from their personal funds reasonable, usual, 

ordinary, and necessary living expenses after notice to the 

Commission and approval by the CourtJ and b) to pay 
.' 

reasonable attorneys' fees after notice to the Commission 

and approval by the Court. 'lhe funds, property,. contracts, 

shares of stock, precious metals or any other assets 

8 



affected by this paragraph shall include both existing 

assets and assets acquired after the affective date of this 

Order. 

(3) Accounts or assets subject to the above provisions include, 

but are not limited to, the following accounts: 

,. 

a. at Valley Bank of Nevada, Las Vegas, Nevada: 

(i) in the name of Lloyds International, Inc. 

Buyers Trust Account, 510-105-780 or 510-112-

336J 

(ii) in the name of Accrued Pinancial Services 

Trust Account, 048-190-714, 510-119-189, or 

044-414-789J 

(iii) in the name of Universal Bookkeeping 

Service, 150-131-993, 150-146-854, 150-137-

405, 150-089-180, 150-087-134, 150-092-821J 

(iv) in the name of Nevada Business Service, 510-

103-668, 510-116-823, 510-110-714; 

(v) in the name of Administrative Management 

Services, 510-107-265; 

(vi) in the name of Harcel, Bdwards, Hall & 

Associates, 510-105-604; 

b. at First Interstate Bank, Las Vegas, Nevada: 

(i) in the name of Steven J. Bourque, 510-104-262 

or 010-48-5291; 
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c. at Bank of Westminster, Westminster, CAa 

(i) in the name of L. George Hukriede Accountancy 

Buyers Trust Account, 02607433, or 01014730, 

d. at Valley National Bank, Phoenix, AZa 

(i) in the name Houston Corporation, 1278-4412; 

(ii) in the name of Houston R , R Corporation, 

1278-4084; 

(iii) in the name of Triad Industries, 1278-4068; 

e. at First Interstate Bank, Phoenix, AZ: 

(i) in the name of A.B. Hartin, 725-11997; 

f. at First West Bank, Phoenix, AZa 

(i) in the name of Houston R , R Corporation, 

6151 801 701. 

IV. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that each 

defendant shall, within four (4) days from entry of this Order, 

prepare and deliver to the Court, counsel for the Commission, and 

any receiver appointed herein, 1) a complete schedule identifying 

the nature, location, source and dollar value, estimated if 

necessary, of all their tangible and intangible assets and 

property, regardless of location, status or form, including, but 

Dot limited to cash holdings, precious metals, bank accounts, 

partnership interests, promissory notes, real estate holdings, 
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corporate securities, bonds and notes of indebtedness, and 2) a 

list of all transfers or assignment of assets and property worth 

$1,000 or more since January 1, 1989 that shall include the name 

of the transferee or assignee, and the type and amount of 

consideration paid to the defendant. 

v. 

IT IS FURTHER ORDERED, ADJuDGED, AND DECREED, pending 

determination of the Commission's request for a preliminary 

injunction, that each of the entities named in Paragraph III 

above and any other financial, or brokerage institution, 

commodity trading company, bookkeeping, accounting company or 

other entity that holds accounts or property of any of defendants 

and which is served with a copy of this Order, shall hold and 

retain within its control and prohibit the withdrawal, removal, 

assignment, transfer, pledge, hypothecation, encumbrance, 

disbursement, dissipation, conversion, sale or other disposal of 

any of the assets, funds or other property held by, or under its 

control, on behalf of defendants in any account maintained in the 

name of, or for the benefit of any defendant(s), except for 

transfer to any receiver appointed herein. ~he assets, funds or 

other property affected by this paragraph shall include both 

existing assets and assets acquired after the effective date of 

this Order. 
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VI. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that plaintiff 

is granted leave, pursuant to Rule 30(a) of the Federal Rules of 

Civil Procedure, to take the deposition of any party at any time 

after the date of this Order, and that forty-eight (48) hours 

. notice shall be deemed sufficient for any such deposition: and 

that the plaintiff is granted leave, pursuant to Rule 34 of the 

Federal Rules of Civil Procedure, to request production of 

documents of the defendants herein at any time after the date of 

this Order, and that response to such request for production 

shall be served on counsel for the Plaintiff within fifteen (15) 

days after the service of the request. 

VII. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that, pursuant 

to Rule 65(b) of the Federal Rules of Civil Procedure and 

LR 210-2'~ c...-eR~ is appointed a temporary receiver 

with the full power of an equity receiver, for defendants Lloyds 

International, Inc., White Rock Mining Inc., and Houston R & R 

Corporation, and their subsidiaries and affiliates (hereinafter 

referred to as nthe receivership defendants"), and of all the 

funds, properties, premises and other assets directly or 

indirectly owned, beneficially or otherwise, by said defendants, 

with directions and authority to accomplish the following: 

12 



A. To take custody, control and possession of all the 

funds, property, premises, mail, and other assets of, or in the 

possession or under the control of, the receivership defendants, 

wherever situated, with full power to sue for, collect, receive 

and take possession of all goods, chattels, rights, credits, 

moneys, effects, lands, leases, books, workpapers, and records of 

accounts, ~ncluding computer-maintained information, and other 

papers and doc~ents of the receivership defendants and members 

of the public whose interests are now held by or under the 

direction, possession, custody or control of the receivership 

defendants; 

B. To conserve, hold and manage all such assets, pending 

further order of this Court, in order to prevent any irreparable 

loss, damage and injury to investors, to conserve and prevent the 

withdrawal or misapplication of funds entrusted to the 

receivership defendants I to obtain an accounting thereof, to 

prevent the inequitable distribution or withdrawal of funds and 

to determine, adjust and protect the interests of members of the 

public whose investments have been entrusted to the receivership 

defendants, their respective officers, directors, agents, 

servants, employees, attorneys, salespersons, successors, 

assigns, subsidiaries, affiliates, corporations and other persons 

or entities under their control and all persons in active concert 

or participation with them. 

13 
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c. To hold, preserve and administer the business of the 

receivership defendants until further order of this Court, with 

full authority to perform all acts necessary or incidental 

thereto; 

D. To employ such managers, agents, employees, servants, 

accountants as may in his judgment be advisable or necessary in 

the management, conduct, control or custody of the affairs of the 

receivership defendants and of the assets thereof; and otherwise 

generally to assist in the receivership; 

E. To make such payments and disbursements as may be 

necessary and advisable for the preservation of the properties of 

the receivership defendants and as may be necessary and advisable 

in discharging his duties as receiver; 

F. To retain and employ attorneys or accountants of his 

choice to assist, advise, and represent him; 

G. To receive and collect any and all 8ums of money due to 

or owing to the receivership defendants in any manner whatsoever, 

whether the 8ame are now due or ahall hereafter become due and 
." 

payable, and to do 8uch things and enter into 8uch agreements in 

connection with the administration, care, preservation and 
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maintenance of the properties of the receivership defendants as 

he may deem advisable; 

H. To institute, prosecute and defend, compromise, adjust, 

intervene in or become party to such actions or proceedings in 

state or federal courts as may in his opinion be necessary or 

proper for the protection, maintenance and preservation of the 

assets of the receivership defendants or the carrying out of the 

terms of this order, and likewise to defend, compromise or adjust 

or otherwise dispose of any or all actions or proceedings 

instituted against him as receiver or against the receivership 

defendants, and also to appear in and conduct the defense of any 

suit or adjust or compromise any actions or proceedings now 

pending in any court by or against the receivership defendants 

where such prosecution, defense or other disposition of such 

actions or proceeding will in the judgment of the said receiver 

be advisable or proper for the protection of the properties of 

the receivership defendants. 

I. To remove defendants Lloyd Sharp, Reese T. Houston, and 

any other officer, employee or agent of the receiver~hip 

defendants, from control and management of the affairs of the 

receivership defendants to prevent further evasions and 

violations of federal law. 
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VIII. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that, in light 

of the appointment of a temporary receiver herein, the 

receivership defendants are hereby prohibited from filing a 

petition for relief under the United States bankruptcy code 

without prior permission from this Court. 

IX. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED, that the 

defendants and their respective officers, directors, agents, 

servants, employees, attorneys, Balespersons, independent 

contractors, Buccessors, assigns, subsidiaries, affiliates, 

corporations and other persons or entities directly or indirectly 

under the control of any of them, or under common control with 

them or any of them, and all persons or entities in active 

concert or participation with them or any of them, including but 

not limited, to Administrative Kanagement Services, Nevada 

Business Service, Universal Bookkeeping Service, Accrued 

Financial Services, L. George Hukriede Accountancy Corporation 

and Cinder Hountain Trust, deliver over to said temporary 

receiver possession and custody of: 1) all funds, aaaeta, 

property owned beneficially or otherwise, and all other asaets, 

wherever situated, of the receivership defendants; 2) all books 
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and records of accounts, all financial and accounting records, 

balance sheets, income statements, bank records (including 

monthly statements, cancelled checks, records of wire transfers, 

and check registers), all client lists, all title documents and 

other papers of the receivership defendants; and all funds and 

other assets belonging to members of the public now held by or on 

behalf of the receivership defendants, within 24 hours of service 

of this Order upon them. The defendants and their respective 

officers, directors, agents, servants, attorneys, employees, 

salespersons, successors, assigns, subsidiaries, affiliates, 

corporations and other persons or entities under the control of 

any of them or under common control with them or any of them, and 

all persons or entities in active concert or participation with 

them or any of them, shall refrain from interfering with said 

receiver taking such custody, control or possession and from 

interfering in any manner, directly or indirectly, with such 

custody, possession and control of said receiver. 

x. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the 

receivership defendants and the temporary receiver ahall allow 

representatives of the plaintiff immediate acceaa to inspect the 
" 

premises and all books, records, accounts and other property of 

said defendanta. 

17 



XI. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that the 

defendants, their respective officers, directors, agents, 

servants, employees, independent contractors, attorneys, 

salespersons, successors, assigns, subsidiaries, affiliates, 

corporations and other persons or entities under the control of 

any of them, or under common control with them, fully cooperate 

with and assist the temporary receiver appointed in this action 

and that they take no action, directly or indirectly, to hinder 

or obstruct the receiver in the conduct of his duties or to 

interfere in any manner, directly or indirectly, with the 

custody, possession, management or control by said receiver. 

XII. 

IT IS FURTHER ORDERED that the temporary receiver shall 

file with the Clerk of this Court a bon~ in the sum of $/00) uUO. 

with sureties to be approved by the Court, conditioned that he 

will well and truly perform the duties of his office and duly 

account for all monies and properties which may come into his 

hands and abide by and perform all things which he shall be 

directed to do. 

18 
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XIII. 

IT IS FURTHER ORDERED that each defendant shall immediately 

provide a copy of this Order to each of his officers, directors, 

managing agents, supervisory employees, divisions, subsidiaries, 

corporations, affiliates, successors, assigns and each of their 

employees, representatives or independent contractors. Within 

twenty-one (21) calenqar days following service of this Order by 

plaintiff, each defendant shall file with this Court, and serve 

on plaintiff, an affidavit identifying the names, titles, 

addresses, and telephone numbers of the persons and entities whom 

defendants have served with a copy of this Order in compliance 

with this provision. The temporary receiver has no obligations 

under the provisions of this paragraph. 

XIV. 

IT IS FURTHER ORDERED that the Temporary Restraining Order 

granted herein expires on l .... 1 7-8-/ ;S 9 ~'unless within 

such time the Order, for good cause shown, is extended, or 

unless, as to any defendant, the defendant consents that it 

should be extended for a longer period. 
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xv. 

IT IS FURTHER ORDERED that each of ~ defendants shall 

appear before thij Court on the ~'dira~~1989, at 

10: OD o'clock /::S..m. at the United States Courthouse, Las Vegas, 

Nevada,to show cause if any there be, why this Court should not 

appoint a permanent receiver in this case, and why this Court 

should not enter a preliminary injunction, pending final ruling 

on the complaint, against said defendants enjoining them from 

further violations of Section 5(a) of the Federal Trade 

Commission Act, 15 U.S.C. 45(a), continuing the freeze of their 

assets, and imposing such additional relief as may be 

appropriate. 

XVI. 

IT IS FURTHER ORDERED that defendants shall serve opposing 

affidavits and memoranda on counsel for plaintiff not less than 

three (3) business days before the hearing on the order to show 

cause why a preliminary injunction should not issue and a 

permanent receiver should not be appointed, and plaintiff shall 

serve responsive affidavits and memoranda not less than one day 

before such hearing. 
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XVII. 

IT IS FURTHER ORDERED that copies of this Order may be 

served by employees of the Federal Trade Commission or their 

agents upon any financial or brokerage institution or any entity 

that may be in possession of any assets, property or property 

right of defendants. 

XVIII. 

IT IS FURTHER ORDERED that each defendant-notify plaintiff 

of all sales of ore purchase contracts transacted subsequent to 

the date of entry of this Order, or receipt of any funds from ore 

contract purchasers, identifying each sale or receipt by the 

name, address and telephone number of the purchaser. 
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XIX. 

IS FURTHER ORDERED that pursuant to Section 604 of the Fair 

Credit Reporting Act, 15 u.s.c. S 1681b, any consumer reporting 

agency may furnish a consumer report concerning any defendant to 

plaintiff or the temporary receiver. 

There being no just reason for delay, the Clerk of the Court 

is hereby directed to enter this Order. 

Issued at·~_.m. 

/ :L / I fL , 1989 
7 
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8cJ?Ci (!]ANA~EJfJt.N7 ~7?OIJ'P, INC. 

31/1 SOIJ7l1 VA LLt.!} VI t.li! 8L Vi). 
5IJITt. 8-205 

LAS VlCiAS, NlVAiJA 89102 
(702)362-5600 

SEPTEMBER 20TH SPECIAL BULLETIN 

Dear Cinder Mountain Project Ore Buyers: 

Berg Management just finalized a contract 'with General Research 
& Development to complete the building of a pilot plant for proces­
sing the cinder ore. The signing of this contract will allow us to 
commence payment on the ore contracts at the earliest possible 
date. 

At this time we only have one obstacle standing between us and 
being in production. We need $30,000 to complete our processing 
plant. With that amount of funds and 45 d~ys, we should be 
producing gold. 

Universal Bookkeeping is presently holding over $30,000 in an 
ore buyers trust account which could be u~ed for the completion of 
the processing plant. However, it will be necessary for Berg 
Management t~ obtain written permission from the ore buyers to use 
these funds. 

Berg Management is willing to pay the ore buyers fourteen 
percent (14%) interest plus increase their ore contracts by ten 
percent (10%) as an incentive for the ore buyers to grant the use 
of these funds. These funds would only be released when the 
following conditions have been met: 

CONDITIONS 

1. Funds can only be released when you, the ore buyer, has granted 
in writing to Universal Bookkeeping permission to release 
his/her funds. 

2. All funds released will be set aside in a special account to be 
used only for the completion and operating of said plant. 

3. When Berg Management has signed a Note to Universal Bookkeeping 
for the replaceme~t of funds. Note will carry an interest rate 
of 14% and be secured by the plant being completed. Note will 
be paid at the time ore buyers ore contract i~ processed. 



~ITICS AND DOUBTING THOMASES ARE GOING TO EAT CROW ON THIS ON,E ••..•••. 
. ON PAYMENT REFERRED TO BELOW 

WON'T GUARANTEE IT? DROP US A LINE, LET US KNOW WHAT YOU CAN DO, WE 
WILL TRY. YOU MAY CALL MERLE BERG AT702-362-5600. 

CINDER MOUNTAIN PROJECT UPDATE 

JUNE 1989 

Over the past ten weeks, extensive work has been g'oing on 
at the Chandler facliities in preparation for the initial 
100 ton-per-day cinder processing plant. ,One aspect of this 
on-site operation, which had to be addressed was the fact that 
the ore which will be processed is being purchased from ,another 
location and consequently has different characteristics which 
require certain modifications in order to make recovery as 
complete as possible. One problem has been that this new 
ore has a considerable amount of a material known as "Slimes" 
and a method had to be developed to eliminate thIs material, 
as it was affecting the recovery process dramatically. It 
appears that most of the corrections have been made and there 
is now a one-thousand pound pilot test plant in full operation 
to test all critical aspects of recovery. Once the large 
facility is in full operation, this test plant will continue 
to be in operation in order to upgrade our recovery as time 
goes on. It is of sufficient size that the results obtained 
are very meaningful in relation to a fullsizefacility. 

We are anxiously. awaiting word from one of the interested 
parties who are arranging the financing of this initial plant. 
We believe we ·are close but at the time of this update the 
funds have not reached the bank. It was our goal to be in 
full production in the month of July but it is' doubtful this 
will take place. But once the necessary funds are in place, 
all hands will be ready to begin tpe -·assembly process, which 
should take approximately thirty days to complete. From that 
point, there should be no problems in upgrading the plant 
to run sufficient tonnage to start a schedule off payoffs 
on a regular basis. And of course, you will be updated as 
progress is made. 

We want you to know that we appreciate your continued confidence 
in the project we are striving to complete. We again affirm 
our commitment to each of you who remain in good standing. 
We are also willing to work with those who wish. to remain 
but have fallen be,hind in working out a schedule for you to 
catch up. But it·~ your obligation to notify us in writing 
as to your intent. 

Until our next update, our best to you! 



IrLternatiollal Capital FUI1,ders, I ne. 
Valley Banll Center P-1 07 

101 Convention Center Drive 
Las Vegas, Nv. 89109 

(702) 796-1700 

Through experi.ence, we know most people prefer short term, safe (ittractlvefinancial 
opportunities. Fortunately, this excellent opportunity is now available. However, it is a 
very limited offer~ 

The Cinder Company Trust has made available 750,000 tons of gold and silver bearing ore 
as a start-up capital for their Cinder Mountain Mining Project in Arizona. Through 
independent experts they know that this development will prove to be, "one of the most 
promising new projects in the mining industry". 

* For the security of the participant, a bonded accounting firm will receive and 
disburse funds. 

* For your surety, all funds will be placed in an FDIC insured Client Trust Account. 

* For your fidelity, 100% of the principal and all accumulated bankintterestmay be 
refunded for and reason. 

* For your safety, a high yield, based on very conservative estimates, is absolutely 
warranteed. 

Participants' only cash outlay on this will be a modest fee for market1n9 expenses, 
followed by monthly payments based on your tonnage purchased. The remaining balance 
of the principal will be paid fronl the production when your ore is processed. 

This excellent opportunity is a limited offer. So ..... , read through this brochure 
immediately, paying particular attention to pages 1, 3 through 6 and 15 through 20; 
making notes of any particular questions you may have and have thisliterature handy 
when I call you back in-4 to 6 days. ' 

Please feel free to call me anytime at (702) 796-1700. 

5incer~.y, 
,." 7 (7 / '"7 

.' / '1'. ,y-/. . 
,,/~7(·/cA.-l. '();( .y;.c<;:!,u .. ? L-. . ( . >/ ." 

,. t:"'---' 

Atcou nt Executive 

"OUR GOLDEN RULE" 

TO TREAT OUR CLIENTS AS WE (OURSELVES) 
WISH TO BE TREATED 
*****k************ 



QUESTIONS MOST FREQUENTLY ASKED 

Q When will the processing plant be completed and mining started? 

A The construction schedule indicates completion of Phase I in the suml'1U!rof 
1988. After 2 to3 months offine-tuning, construction is scheduled to begin 
providing additional production capacity. 

Q When will my ore be.processed ? . 

A The projected processing date of your ore is to be in one to· three Ye.ars .. Ore 
purchased under contract will be processed in the order of tile 'Clcite of 
purchase, thus the earlier a purchase is made, the earlier in the program the 
ore will be processed. 

Q What will happen when gold or silver prices rise? 

A The profit that you receive will rise proportionally to the increase in gold and 
silver prices. . 

Q What will happen when gold or silver prices drop? 

A The seller warrants a net smelter recovery value ornot less than $42 per ton 
of ore purchased. If recovery values are less than $42 per ton, additional ore 
will be processed to satisfy the warranty. 

Q Will I receive cash~ gold or silver? 

A Since you own the ore, you will choose how you wish to be paid at the time 
your ore is processed. You have a choice of receiving cash or gold and silver 
or a combination. 

Q Will I be able to'visit the processing plant and mine site? 

A Yes, you will be welcome to tour the operation, however, you will be required 
to make prior arrangements as the property and plant will not be op~",to the 
public. . 

Q What is meant by "non-recourse" as it relates to the Agreement? 

A Non-recourse simply means that there is no action that the Seller C041 take 
against the Buyer to collect in the event of non-payment, other than to 
declare the Agreement in default and reclaim the security, which in this case 
is the ore. 

Q Is this project considered a " Tax Shelter ", and if so, what tax beDefits 
might I qualify for? 

A This is a profit-making business venture. For answers to questions 
concerning tax benefits or consequences, as they might pertain to you, we 
respectfully refer you to your tax preparation professional. We will do our· 
best to answer specific questions as they arise. 
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HOUSTON 
CORPORATION 

(602) 961 -0253 
(602) 961 -0254 

1 371 S. Nelson Df"' .• P.D.Box 5005 
Chandler. AZ 85226 

MARCH UPDATE 

We would first like to congratulate all of the buyers of are in 
the Cinder Mountain Mining Project for their decision to "come 
aboard". We also want to apologize for not having reported to 
you earlier. We will do our best to pass on to you per.tinent 
news as it happens. 

Many of· you have asked how the volcanic cinders· became loaded 
with precious metals. Briefly, these cinder cones (there ar~ 
several of the cinder cones located at the mine site NE' of 
Flagstaff, Arizona), once they surfaced, became a volcanic vent 
for hot ascending gasses coming up through the earth below. As 
these gasses rise and become loaded with precious metals, they 
condense as they reach the earth's surface temperature, and 
precipitate onto the cinders (a glass) in the form of "salts". 
The recovery process deve.loped by Houston Corporation, simply 
"washes" the "salts" from the cinder base material. The precious 
metals which are dissolved into a solution are then precipitated 
out of solution. The final stages of the recovery process 
involve the use of electro-plating to produce the precious metals 
in final form. 

To date, regular testing on the cinders continues. Work is still 
being done to II fine-tune" the proven recovery methods" so that 
when it comes time to process the ore in large quantities, 
everything will be ready to go. 

We expect to have a5-ton "pilot" plant operating very soon. The 
operation of this small test plant will precede thelar.ger pilot 
plant scheduled for construction later this summer. with this 
smaller pilot plant, we will be able to demonstrate to anyone's 
satisfaction that the recovery process developed by Iiollston 
Corporation will work, and work very well. 

In our future updates we hope to have some photographs to show 
you of the pilot plant and other aspects of development that will 
be of interest to you. 

1I0us'rON CORPORATION 
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International Capital Fund~rs, Inc. 
101 Convention Center Drive 

Valley Bank Center P~107 
Las Vegas, Nevada 89109 

(702) 796-1700 

A word from the Management: 

It takes three things to have a successful Mining Project: 

1. You must start with a good property: 

a) the property must contain precious metals in sufficient quantity and 
quality to justify mining. . 

b) the proper equipment and extraction process must be available to make 
the project feasible. . 

c) the location must allow for access to the property. 

d) the mining season mu~t be of sufficient length to make the project feasible. 

2. You must have q~alifiedpeople that are capable of administering and operating the 
project. 

3. You must have adequate capital. 

PRO PERTY: Now, let us consider the Cinder Mountain Mining Project. 

The project is located 25 miles NE of Flagstaff, Arizona in a volcanic cinder cone on 
Marriam Crater. The extraction of gold and .silver from volcanic cinders was developed 
by Houston Corporation. They found that volcanic cinders do have considerable gold and 
silver values and have perfected a method to extract those values using a chemical 
leaching system which is economically viable and overcomes previously encountered 
problems when working with this material. In addition, the extraction solution and 
processes used . are ccclosed systems" and therefore non-polluting and acceptable to all 
government agencys'environmental standards. ' '. . 

PROJECT MANAGEMENT: Mr. Reese T. Houston, founder and President of Houston 
Corporation will head a team of qualified and respected mining professionals. Cimrad 
Corporation ( Camarillo, CAl is the project engineer, Jim Youell is the chief chemist 
who will work with several other chemist-consultants. Houston Corporation has 
refining facilities in Chandler, Arizona which are described in this booklet and will 
oversee construction and operation of the on-site processing plant and ore handling. 

CAPITAL: International Capital Funders, Inc. is selling 750,000 tons of ore in this 
offering. The total sales will provide Houston Corporation with $93,750 in monthly 
interest revenue based on $11,250,000 in contract sales .. When this is completed, 
Houston Corporation will have adequate monthly interest income to put the project 
fully into operation. 
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'rhe mining claims in the CInder f-!oun­
tain Project are located 28 miles liE 
of Flagstaff, Arizona in coconino Co.' 
The legal claim names, Bureau of l,and 
Management claim numbers and legal 
descriptions follow: 

518 Cinder Assooiation #2 At-1CI 272562 
SW 1/4 se~t. 20 - Twp. 22N - Ra'nge 10E 

519 Cinder Associatibn #2 AMeN 272563 
SE ·1/4 Sect. 20 - 'l'wp. 221t - llange 1()1~ 

524 Cinder Association 12 AMCN 27256-1· 
ME 1/4 Sect. 20 - Twp. 22N - Range 10E I 

525 Cinder Association #2 AMCH 272565 
UW 1/4 Sect. 20 - 'l'wp. 2211 - Hange lOI~ 

l,ega1 descriptions are in reference t.O 
the G&SRB&M Meridian Crater Quadrangle 
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THE CINDER MOUNTAIN MINING PROJECT 

The extraction of gold and silver from volcanic cinders was developed and perfe~ted 
by Houston Corporation of Chandler, Arizona. They found that volcanic cinders,have 
considerable gold and silver values and were able to extract those values in a 
laboratory. This was nothing new'. Other companies had tried for years to extract 
gold and silver from cinders but had failed to put into production a process which 
would extract those values economically. ;. 

The approach taken by Houston Corporation is considerably different than that 
taken by most mining engineers and chemists. In mining, it is generally the policy to 
extract SOo/£) to 90% of the values present in an ore body~ In order to do this with 
volcanic cinders it is necessary to grind them to a very fine mesh ( somewhere below 
100 mesh ) . When this is done, the values can be extracted, but the price to do the 
grinding is more costly than the values returned in the ore. The cost of grinding is 
apparent when one looks at the grinding equipment at days end. Small diamond-like 
particles are a part of the abrasive cinders and literally chew up any grinding 
equipment used. Replacement equipment is more costly than the values' extracted 
from the ore, consequently cinder projects have been abandoned because of the 
grinding problems. . 

Houston Corporation has designed and built a special crusher to reduce the size of 
the cinders to about 3/8 inches in diameter. This allows the extraction of values by 
utilizing a percolation leaching process. This method was found to work even though 
some of the values are left in the waste « tailings". Even though some of the gold and 
silver is left behind after leaching, the values recovered are better than many other 
mining projects and at a more effective rate. 

Capital funding is needed to expand the business of extracting gold and silver from 
these volcanic cinders. The purpose of the funding is to build and equip a 4,800 ton 
per day plant. The recovery method developed by Houston Corporation will require 
the capability of moving and handling this tremendous amount of material 
efficiently. Numerous attempts were tried to find the best method of getting the 
precious metals into solution as well as additional attempts to find the best way of 
getting the values back out of solution. Five different methods were tried, but each 
one failed because a thin gray film formed over the plating surface. This gray surface 
was later found to be platinum. After many thousands of man hours and thousands 
of dollars expended, the plating process along with activated charcoal and resin 
recovery systems were discarded as a viable method of extraction. ' 

Extensive work has been done by the University of Arizona and Arizona State 
University laboratories. The solution to the extraction problem was found by 
accident, but proved successful. Both universities have been helpful in consulting 
with the Houston Corporation. A method was found which helped get the precious 
metals into solution and then out again during the extraction process. 

The recovery process is a «closed loop" system, where nothing is wasted, po«red on 
the ground, polluted, or harmful to the environment. After recycling the solution 
over 20 times, it was found that the solution became loaded with carbonates and 
other elements and had to be dumped. Therefore, it became necessary to find~a way 
to extract these elements from the solution along with the precious metals. Since this 
would be anuenvironmental impact", it was determined that a system had to be 
found to clean the solution without dumping it. After several months of trial and 
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error, a system was developed which dropped the elements out of solution ,thereby 
allowing a continuous recycling of the extraction solution. This permits the use of 
the ff closed loop" system which .is non-polluting and accepta9k to all 
governmentenvtronmental agenctes. . 

After the process was developed and proven, increases· in the size of the tests were 
conducted to insure that the process worked on large volumes of ore. Testsofqp to 40 
tons ha.ve been run successfully and it has been foundthat the process works equally 
well in large tonnage or in small lot sizes. Recognizing the handling :problems 
inherent in handling 4,800 tons per day, the proposed plant has been designed for a 
continuous flow of cinder material. This will permit the movement of the ore without 
affecting the on-going extraction of gold and silver. . 

To build a production plant, the equipment necessary is primarily cCoffthe shelf" 
equipment which can be purchased from known manufacturers. Approximately 20% 
of the equipment will have to be fabricated from raw materials in a manufacturing 
facility. Drawings are completed and ready to send to manufacturers for biistobuild 
the large tanks and other handling equipment necessary. The holding tanks, for 
example, must be fabricated and coated with a special material to wit~nd the 
solutions used and the friction generated by the· abrasive cinders. 

An important feature of the Houston process is the use of computers. All equipment 
designs have been studied with the use of computers to reveal any weakness before 
manufacture. Time was leased from a computer firm to prove the feasibility of all 
phases of the proposed system and to insure production capability. Human error can 
become a very expensive ingredient when dealing with solutions and an extraction 
process that is very exact. 

To control the human error variables, Houston Corporation has computerized the 
entire precious metal recovery process. Solutions will be maintained to specific ph 
values, temperatures, times, reformulations, etc. to make the process completely 
controlled. A unique feature of the computer control system is the satellite link up 
between the plant and a large computer which will monitor every step of the 
extraction process. With labor reliability and labor problems being aconeern to 
many mining projects, Houston Corporation will not have to rely on~the human 
method of control, but will have monitors to check on the computer system with 
adequate backup controls. 
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. THE HOUSTON CORPORATION REFINERY 

The Houston Corporation refinery is a research and development faciJity 
located on a 10-acre site at the Pima-Chandler Industrial Park in Chandler, 
Arizona. The "'efinery incorporates a wide variety of fixed and PQrta~1Dle 
treatment and processing systems using the latest in modern techt\olqgy. 
The present facilities were first occupied in 1977. The principals' of~he 
Houston Corporation, Reese Houston and his son Robert have been involved 
in mining for over 30 years. 

Houston Corporation is able to work with raw ore and ore concentrates fp0lIJl 
which precious metals can be recovered. Most of the concentration of the 
head ( raw) ore is to be performed at the Cinder Mountain mine site. The 
concentrates are then shipped to the refinery for further treatment and 
processing. Flexibility is an important factor in research and deve~9pment. 
Houston Corporation employs a number of techniques and processes,as weU 
as obtaining independent evaluations by outside consultants when study.1~ 
new ore samples submitted for analysis, to determine the most efficient and 
cost effective method of precious metal recovery . 

Facilities include: a complete analytical and metallurgical laboratory Which 
features an atomic absorption spectrophotometer ( capable of detecting even 
minute amounts of precious metals in solutions ), a number of furnaces 
specifically designed for various stages of smelting and refining, a leaching 
system complete with two20-ton agitating vats, transfer and storage 
solutions. Various mixing, grinding, screening and classifying machines, 
filtration equipment, electro-winning and plating systems are .also 
available. Houston Corporation has also made arrangements with nearby 
laboratories for the use of Direct Plasma Arc (DPA) and X-ray 
spectrophotometry equipment., allowing them to perform analysis of or.e 
samples, leach solutions, smelted and refined. metals using the latest 
technology. Much of the equipment used has been developed by Reese ,and 
Robert Houston since they began in 1958. 

The plant is provided with a good water supply by the Pima-Chandler 
Industrial Park and the City of Chandler. A reverse osmosis wa~r 
deionization system provides the purest water used in special applications~ 
The plant is equipped with a DX 2000 sewage treatment system 
manufactured in Dallas, Texas and approved by the Environmental 
Protection Agency. Acids and volatile or hazardous chemicals are stored. in 
separate facilities away from the main refinery building. Protective saf~t' 
equipment and emergency first aid supplies are located throughout the 
plant. Office facilities for Houston Corporation are also located in a separate 
building on the 10-acre site. . 
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REESE T. HOUSTON 
President, Houston Corporation 

PAST EXPERIENCE: 

President of Lodestat Management Company; processing minerals. 

Mgr. of Operations for limited partnership, Phoenix, AZ., in development of 
extracting gold and silver from tailings ponds. . . 

Vice President of YMAX Industries, a consulting firm for mining and oil 
properties. 

Owned and operated the following companies: 

Leben Drilling 
Hivac Development 
Telcal 
Houston Drilling 
Maxwell Well Service 

Wichita, Kansas 
Bedford, Texas 
Abilene, Kansas 
Bedford, Texas 
Longview, Texas 

Owner and operator of Houston Tool Company, Simi Valley , CA. Developed 
and patented many units for drilling and concentration of mineral deposits. 
Received the Blue Ribbon Award for the most outstanding development in 
mining in theU. S. in 1958 and 1961. Developed all of sampling and drilling 
equipment for the Atomic Energy Commission in 1958-1962. Developed and 
mapped underground water for U.S. Agriculture Research Service in 1963. . 

ADDITIONAL INFORMATION 

Consultant to major oil companies, such as : Atlantic Richfield, Shell, Mobil, 
Phillips, Sun, Sinclair, and Kerr McGee. 

Consultant to major mining companies, such as: Reynolds Metals, Aluminum 
of Canada, Kaiser, Engineer Aluminum Industries, Kennecott Copper 
Corporation, Cyprus Mines, Utah Construction Mining Co.~ Columbia Iron 
Mining ( subsidiary ofU. S. Steel ). . . .. 

Consultant to major industrial companies, such as: Pacific Power and Light, 
Texas Instruments, General Motors Defense Research Lab, Metropolitan 
Water, L.A.~ CA., So. Cal. Gas Co.,. Pan American World Airways, Nuclear 
Rocket Div., Reynolds Electric Co.( Atomic Energy Division) . 

Consultant to various government agencies: U. S. Dept. of Interior, Atomic 
Energy Commission, U. S. Forest Service, and N. A. S. A. 

(Detailed information furnished upon request) 
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ROBERT R HOUSTON 
Vice President, Houston Corporation 

PAST EXPERIENCE: 

Asst. Mgr. of Lodestar Management Co.; processing minerals. 

Consulting Engineer for the following companies: Houston Corporation, 
Sulfide Mining, CHK· Corporation, VS & R Corporation, Pacific Energy 
Corporation, Hassayampa Mining, Monarch Mining, L & M Oro, Riddle Oil 
Co., Geneva Minerals, National Energy, Amarada Hess, and Nuclear Energy. 

Designed and manufactured pulverizing/concentrating equipment, Reno, 
Nevada. 

Manager of core, water and oil wells in Texas, California, and Nevada for 
major oil companies. 

Assistant manager for the following: 

Leben Drilling Wichita, Kansas 
Hivac Development Bedford, Texas 
Telcal Abilene, Kansas 
Houston Drilling Bedford, Texas 
Maxwell Well Service Longview, Texas 

Superintendent of engineering and manufacturing at Houston Tool Company. 
Supervised transport and technical training of all Houston Drilling rigs sold 
world-wide. 

ACKNOWLEDGMENTS: 

Received Blue Ribbon Award for most outstanding development in Mining, 
World-Wide in 1961. 

Perfected and mapped underground water with Agriculture Research Services 
for all of the United States in 1963. 

Co-designed and engineered with Webb and Lippo, a new development in tie­
backs for retaining walls. These were used in the water ways at Disneyland, 
the Union Bank Building, the Richfield Towers in Los Angeles, and the 
underground tunnels for the Bay Area Rapid Transit, Ban Francisco, CA. 

Have patents pending on several designs on drilling and mining equipments. 

( Detailed information furnished upon request) 
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HOUSTON 
CORPORA TION 

(602) 961-0253 

(602) 961-0254 

1371 S. Nelson Dr., P.O. Box 5005 
Chandler, AZ 85224 

TEST NO. 

72 
77 
78 

117 
118 
119 
120 
121 
122 
123 
124 
125 
126 
127 
1.28 
129 
130 
131 

SUMMARY OF ARIZONA CINDERS TESTS 

TROY OUNCES OF DORE 
PER TON 

.23 

.37 

.38 

.18 

.23 

.36 

.29 

.30 

.38 

.32 

.18 

.97 

.81 

.94 

.30 

.25 

.56 
~48 

AVERAGE DOLLAR VALUE PER TON OF ORE $65.99 

* Dollar values are based on: 

1. The ratio of gold to silver = 1 oz. gold 12 oz. silver 
2. Gold valued at $450 pertroy ounce, silver at $7.50 

DOLLARS 
PER TO'N 

$ 35.65 
57.33 
58.90 
27.90 
35.65 
55.80 
44.95 
46.50 
58.90 
49.60 
27.90 

150.35 
125.55 
145.70 
46.50 
38.75 
86.80 
74.40 

There has been approximately 4,000 tons of cinder material processed in tests to 
date. 

From the last 500 tons of cinder material processed during this testing phase, over 
100 ounces of gold was recovered. 
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LLOYDS INTERNATIONAL, INC. 
,4625 So. Wynn Road 

Las Vegas, Nevada 89103 
'(702) 365-1160 (702) 365-1168 

~----------.--.-------------

It Takes Three Things To':.Have A Successful Mining Project: 
~~~. . 

1. You must start ;ith a good property: 
a) property must contain precious metals in a suffi­

cient quantity and quality, to justify mining 
b) proper equipment and/or extraction process must be 

available to make the project feasible. 
c) location must allow for access to the property 
d) mining season must be of sufficient length to make 

project pra~tical to operate 

2. You must have qualified people who are capa~le of admin­
istering and operating the project. 

3. You must have adequate capital. 

Now let us consider Cinder Mountain Mining Project 2. 

The project is located as miles NE of F}ag~aff, Arizona ,in a 
volcanic cinder cone on Marriam Craker. The extract~on of gold 
and silver from volcanic cinders was developed by Houston Corpor­
ation. They found that volcanic cinders do have considerable 
gold and silver values and ,have perfected a method to extract 
those values using a chemical leaching system which is economi­
cally viable and overcomes previously encountered problems when 
working with this material. In addition, the extraction solution 
and processes used are "closed systems" non-polluting and accept­
able to: any government agency's environmental standards. 

PROJECT MANAGEMENT: Mr. Reese T. Houston, founder' and President 
of Houston corporation will head a team of qualified and respect­
ed mining professionals. Cimrad Corporation (Camarillo, CAl is 
the project engineer, Jim Youell (Wenden, AZ) is the chief geolo­
gist and Noel Rhodes (Phoenix, AZ) is the chief chemist who will 

, work with several other chemist-consultants. Houston Corporation 
has refining facilities in Chandler, Arizon~ ~hich are described 
in this booklet and will oversee construction and operation of 
the' on-site processing plant and ore handlin~. 

, ; ~ . . .. . 
, : ,; i, 

CAPITAL: Lloyds International, Inc. is selling 250,000 tons of 
ore in this offering. The total sales will give Houston Corpora­
tion $11,250,000 in contract sales. When this is completed, 
Houston Corporation will have adequate monthly interest income to 

p~:~~r0:tC~.~Ul~Y into operation. 

Jx6ident~~ 

, 
}. 
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, The mining,claims in the Cinder Moun­
tain Project are located 28 miles NE 
of Flagstaff, Arizona;in Coconino Co. 
The legal claim names, Bureau of Land 
Management claim numbers and legal 
descriptions follow: 

518 Cinder Association *2 AMC# 272562 
"SW 1/4 sect. 2~ .... Twp. 22N .... Range lOE 

519 Cinder Association *2 AMC# 272563 
SE 1/4 Sect. 20 .... Twp. 22N .... Range 10E 

524 cinder Association #2 AMC# 272564 
NE 1/4 Sect. 20 .... Twp. 22N - Range 10E 

525 cinder Association #2 AMC# 272565 
NW 1/4 Sect. 20,"" Twp. 22N - Range 10E 

Legal descriptions are in reference to 
theG&SRB&M Meridian crater Quadrangle 



THB CINDER MOUNTAIN MINING PROJECT 

The extraction of gold and silver from volcanic cinders' was 
developed and perfected by Houston Corporation of Chandler, 
Arizona. They found that volcanic cinders do have considerable 
gold and silver values and were able to extract those values 
initially in a laboratory. This was nothing new. other 
companies had tried for years to extract gold and silver from 
cinders . but had failed to put into production a process which 
would extract those values economically. 

The approach taken by Houston Corporation is considerably 
different than that taken by most mining engineers and chemists. 
In mining, it is generally the policy to extract·SO% to 90% of 
the values present in an ore body. In order to do this with 
volcanic cinders it is necessary to grind them to a very' fine 
mesh (somewhere below 100 mesh). When this is done the values 
can be extracted, but the price to do the grinding is more costly 
than the values returned in the ore. The cost of grinding is 
apparent when one looks at the grinding equipment at days end. 
Small diamond-like particles are a part of the abrasive cinders 
and literally chew up any grinding equipment used. Replacement 
equipment is more costly than the values extracted from the ore, 
consequently cinder projects have been abandoned because of the 
grinding problems. 

Houston .. Corporation decided to, leave the cinders in their 
original state and just extract those values which would come 
from a chemical leaching process. This method was found to work 
even though some of the val.ues are left in the waste "tailings". 
Even though some of the gold and silver is left behind after 
leaching, the values recovered are better than many other mining 
projects. For example, Newmont Mining in Carlton, Nevada 
extracts less than .18 troy ounce of gold per ton of ore while 
HOuston Corporation extracts.2 ounces of gold per ton. The 
Newmont project uses 80% of the .values recovered to cover their 
costs , while Houston Corporation uses less than 5% of the values 
recovered to cover mining costs. ' .J.1.q?- /,"7 ... ,.-" ~, 

Capital funding is needed to expand the business of extracting 
gold and silver from these volcanic cinders. The purpose of the 
'funding is to build and equip a 4,800 ton per day plant. The 
recovery method developed by Houston corporation will require the 
capability of mQving and handling this tremendous amount of 
material efficiently. Over 1.5 million dollars has been spent by 
the Houston family developing. the leaching and extraction process 
which, needless to say, did not come easily. Numerous, " attempts 
were tried to find the best method of getting the precious metals 
into solution as well as additional attempts to find the best way 
of getting the values back out of solution. In one ,attempt, a 
well known Ph.D. chemist who is an expert in plating was hired to 
solve the plating problems. Five different methods were tried, 
but each one failed because a thin gray film formed over the 
plating surface. This gray surface was later found to be 
platinum. After ,many thousands of man hours and thousands of 
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dollars were expended, the plating process along with activated 
charcoal and resin recovery systems were discarded as a viable 
method of extraction. 

Extensive work has been done with the University of Arizona and 
Arizona state University chemical laboratories. When the 
solution to the extraction problem was found it was by accident, 
but proved successful. Both universities had been helpful in 
finding reagents which help get the values into solution and then 
out again during the extraction process. There have been other 
problems to overcome besides those mentioned. 

The recovery process is a "closed loop" system, where nothing is 
wasted, poured on the ground, polluted, or harmful to the 
environment. After recycling the solution 22 or 23 times, it was 
found that the solution became loaded with carbonates and had to 
be dumped. Therefore, it became necessary to find a way to 
extract the carbonates from the solution along with the precious 
metals. Since this would be an "environmental impact", it was 
determined that a reagent had to be found to clean the solution 
without dumping it. Arizona state University was hired to help 
with the problem. After several months they were able to find a 
reagent which dropped the carbonates out of solution thereby 
allowing a continuous recycling. of the extraction solution. This 
permits the use of the "closed loop" system which is non­
polluting and acceptable to any government environmental agency. 

After the process was developed and proven, increases in the size 
of the tests were conducted to insure that the process worked on 
large volumes of ore. Tests of up to 40 tons have been run 
successfully and it has been found that the process works equally 
well in large tonnage or in small lot sizes. Recognizing the 
handling problems inherent in handling 4,800 tons per day, the 
proposed plant has been designed to handle lots of 100 tons. 

Aerial Photo of the Houston corporation Research Refinery 



This will permit the movement of the ore without affecting the 
on-going extraction of gold and silver. Having spent 1.5 million 
dollars on the pilot plant where the process was developed and 
tested, the guess work has been eliminated. , 

To build a production plant, the equipment necessary is primarily 
"off the shelf" equipment which can be "purchased from known 
manufa~turers. Approximately 20% of the equipment will have to 
be fabricated from raw materials in a manufacturing facility. 
Drawings are already completed and a manufacturer has been 
selected to build the large tanks and other handling equipment 
necessary. The holding tanks, for example, must be fabricated 
from fiberglas-coated steel to withstand the solutions used and 
the friction generated by the abrasive cinders. 

An important feature of the Houston process is the use of 
computers. All equIpment designs have been studied with' the use 
of computers to reveal any weakness before manufacture. The firm 
selected owns a 100 million dollar computer. Time was leased 
from this firm to prove the feasibility of all phases of the 
proposed system to insure production capability. To know that 
the process and equipment will work is a major question of any 
investor as well as the management team. Human error can become 
a very expensive ingredient wh~n dealing with solutions and an 
extraction process that is very exact. ~ 

To control the human error variable, Houston Corporation' has 
computerized the entire precious metal recovery process. 
Solutions will be maintained to specific ph values, temperatures, 
times, reformulations, etc. to make the process completely 
controlled. A unique feature of the computer control system is 
the satellite linkup between the plant and a large computer which 
will monitor every step of the extraction process. with labor 
reliability and, labor problems being a concern to many mining 
projects, Houston Corporation will not have to rely on the human 
'method of. control but.will have·mon,itors to check on the computer 
system'.' . 

The processed cinders will also be used. Once the precious metal 
values have been extr~cted, spent material will be . used by a 
.cinder block manu(acturing firm to build cinder blocks. This 
will be an additional source of income and a by-product of the 
gold and silver,recovery business. ,Cinders will be sorted into 
different sizes' after the extraction iS,complete and placed in 
different" dUmp piles according to size.' . The finished concrete 
cinder blocks,c~n, be ~us'ed in :the construction of buildings, walls 
or other similarpurpos,es .': ':, .' 

" . " . ;' " ;. ~ 
t·· 1.1., , 

Further 'research: is 'underway to examine othe:r by-product business 
opportunities., Mixing, resins and tars with ,the cinders of small 
size can produce tiles,' roofing materials, paving material, 
stakes, etc. Funds for the construction of these businesses can 
be generated from the gold and silver recovery business after the 
initial ore purchase contracts hav~ been fulfilled.: 
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·HOUSTON 
CORPORATION 

(602) 961 -0253 
(602) 961-0254 

1 371 S. Nelson Dr .• P.O. Box 5005 
\ Chandler. AZ 85224 

TEST NO. 

72 
77 
78 

117 
118 
119 
120 
121 
122 
123 
124 
125 . 
126 
127 
128 
129 
130 
131 

SUMMARY OP ARIZONa CINDERS TESTS 

GRAMS OF METAL 
PER TON 

7.12 
11.64 
11.82 

5.75 
7.23 

11.10 
9.25 
9.49 

11.88 
10.00 

5.65 
30.07 
25&27 
29.53 

9.21 
7.84 

17.57 
15.00 

AVERAGE DOLLAR VALVE PER TON $65.37 
. . . 

* Dollar values are based on: 

DOLLARS 
PER TON 

$ 24.06 
38.95 
39.52 
19.25 
24.17 
37.12 
30.93 
31.73 
39.75 
33.45 
18.90 

100.59 
84.55 
95.43 
30.82 
26.24 
58.77 
50.18 

1. The ratio of gold to silver = 1 oz. gold / 2 oz. silver 
2. Gold valued at'$450 per troy ounce, silver at $7.50 

There has been approximately 4,000 ~ons of cinder material 
processed to date. .!;:; I ' .. ' 

I • i 

From the last 500 tons of cinder material processed during 
this testing phase, over 100 ounces of gold was recovered 
and sold. 



DB BOU8'1'08 CORPORATIOR RBPINBRY 

The Houston Corporation refinery in Chandler, Arizona is a 
4,800sq./ft. research and development facility located on a 10-
acre site at the Pima-Chandler Industrial Park in Chandler, 
Arizona which incorporates a wide variety of fixed 'and portable 

'treatment and processing systems using the latest in modern 
technoloqy. The present facilities were first occupied in 1977, 
however the principals of Houston Corporation, Reese Houston and 
his son Robert have been involved in mining for over 30 years. 

Houston corporation is able to work with raw ore, 
ore concentrates and also with waste products from which precious 
metals can be recovered. Most of the concentration of head (raw) 
ore is performed at the mine site, and then concentrates are 
brought to the refinery for further treatment and processing. 
Flexibility is an important factor in research and development.: 
Houston corporation employs a number of techniques and processes 
as well as obtaining independent evaluations by outside consul­
tants when studying new ore samples submitted for analysis, to 
determine the most efficient and cost effective method of 
precious metal recovery. ' 

Facilities include: a complete analytical and metallurgical 
laboratory which features an atomic absorption spectrophotometer 
(capable of detecting even minute amounts of precious metals in 
solutions), a number of furnaces specifically designed for 
various stages of smelting and refining, a leaching system 
complete with two 20-ton agitating vats, transfer and storage 
tanks as well as heating and cooling equipment for the leach 
solutions. Various mixing, grinding, screening and classifying 
machines, filtration equipment, electro-winning and plating 
systems are also available. Houston corporation has, also made 
arrangements with nearby laboratories for the 'use of Direct 
Plasma Arc (DCA) and X-ray spectrophotometry equipment, allowing 
them to perform analysis of ore samples, leach solutions, smelted 
and refined metals using the latest technology'. Much of the 
equipment' used ,has been developed by Reese and Robert Houston 
since they began in 1958. 

"The plant is provided with a goodwater supply by the, Pima­
,Chandler Industrial Park and the City of Chandler. A reverse 
osmosis water deionization system provides the purest water used 
in special applications, and the plant is equipped with a DX 2000 

,sewage· treatment system manufactured in, Dallas,' Texas and 
approved by the Environmental Protection Agency. The, refinery 
has passed inspection by OSHA. Acids and volatile or hazardous 
chemicals are stored in separate facilities away from the main 
refinery building. Protective safety equipment and emergency 
first aid supplies are located throughout the plant. Office 
facilities for Houston Corporation are also located in a separate 
building on the 10-acre site. 

7 
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Mr. Reese Houston examines 
an ore sample. 

A laboratory technician 
checks electro-plating 
research equipment. 

Electronic draft-free 
scale used for weighing 
precious metal samples. 

"Pregnant" liquid storage 
tanks and heating equipment 
used in the leaching system. 



The chemical leaching 
system. 

Office facilities are 
located on-site near 
the main plant building. 

.. " ~ 
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One of the portable 
processing plants 
which can be towed 
to a mine site. 

Volatile and hazardous 
materials are stored 
in mobile containers 

'.: outside the main plant 
·building. 
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RESUME 

PERSONAL: 

EDUCATION: 

EXPERIENCE: 

1984 - 1985 

1982 - 1983 

1979 - 1982 

1976 - 1978 

1975 - 1976 

1971 - 1975 

Birthdate: June 16, 1914 

REESE T. HOUSTON 
3407 E. Roberts Road 
Tempe, Arizona 85281 

Place: Apache, Arizona 

College: 1948 - 1955 - 1960 
Business Graduate Courses: LA Business Grade and 
~igh School: Mesa, Arizona 

President of Houston Corporation, Manufacture Mining 
Equipment and Processing of Minerals. 

President of Lodestar Management Company. Processing 
of Minerals. 

Manager of,Operations for a limited partnership in 
Phoenix, Arizona area, in the development of extract­
ing gold and silver from tailings ponds. 

Vice-President, Ymax Industries, Bedford, Texas. Ymax 
Industries is a consulting firm for mining and oil 
properties. 

Drilled and developed oil wells in Texas for major oil 
companies. Drilled ,oil wells in the Fort Worth Basin. 

Manager '6f drilling operations for Leben Drilling, Inc. 
Wichita, Kansas. Purchased the company in 1974. 

Owned and operated the following companies: 

Leben Drilling 
Hivac Development 
Telcal " 
Houston Drilling 
Maxwell Well Service 

wichita, Kansas 
Bedford, Texas 
Abilene, Kansas 
Bedford, 'Texas 
Longview, Texas, 

. . '. ; . ~ i . 

:) ; 

1970 - 1971' Started drilling operations, in Ab~lEnle, Texas for oil. 

1955 - 1970 Owner and operator of Houston Tool 'Company, Simi Valley, 
California. Developed and patented many units for dril­
ling and concentration of mineral deposits. Received 
the Blue Ribbon Award for the most, outstanding d'evelop­
ment in the mining field in the United states in'1958 
and again in 1961. Developed all of Sampling and dril­
ling equipment for the Atomic Energy commission in 1958 
and 1962. Developed and mapped the underground water 
with the Agriculture Research Service for all of the 
United states in 1963. : ' 

_."" .. ',,,,,. ," "--_.'''.'''-_.'''.' ,.'----



1952 - 1955 

1943 - 1952 

1941 - 1943 

1938 - 1941 

1935 - 1938 
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Vice-President and co-inventor of oil drilling tool for 
American Percussion Tool Company, Inc. for the develop­
ment of oil. 

Supervisor for Simco, Inc. syndicate for land, mineral, 
oil and water development in california, Nevada, Idaho 
and Oregon. 

Army Engineers in Iran. 

Construction Business in Los Angeles, California. 
California licensed contractor. 

University of Arizona manager of experimental studies 
of protein supplements in animal husbandry. 

BACKGROUND INFORMATION: 

1955 - Present: Consultant to major oil companies, mining 
companies, industrial developments and var-

REFERENCES: 

·ious governmental agencies. 

A list of the oil companies includes: 
Atlantic Richfield, Shell, Mobil, Phillips, 
Sun, Sinclair, and Kerr McGee. 

Mining companies include: 
Reynolds Metals, Aluminum of Canada, Kaiser 
Engineer Aluminum Industries, Kennecott 
Copper Corporation, Cyprus Mines, utah Con­
struction Mining Company, .. Columbia Iron 
Mining (subsidiary of.U .. S. Steel). 

Industrial companies include: Pacific Power 
and Light, Texas Instruments, General Motors 
Defense Research Lab, Metropolitan Water, 
Los Angeles Southern Cal Gas Company, Pan 
American World Airways, Nuclear Rocket Divi­
sion, Reynolds Electric company Atomic 

. Energy.' " :' i'. . : .. ~:!;,':,,:!' 
,I .! ; 

Governmental Agencies' include': ,! 

'U.S. Department of the Interior, Atomic 
Energy Commission, u.S. Forest Service, and 
N.A.S.A. 

References and additional information may be ,furnished 
upon request. 
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RESUME 

ROBERT R. HOUSTON 
1020 W. 1st Street #55 
Tempe, 'Arizona 85281 
(602) 961-1020 

EDUCATION: 

PERSONAL: 

EXPERIENCE: 

1984 - 1986 

1982 - 1983 

1978 - 1982 

1977 - 1978 

1976 - 1977 

1975 - 1976 

1971 - 1975 

Simi Valley High School; Simi California 
Ventura College (Engineering): Ventura, CA 
Harris Corporation for completion of courses in 
computer operations, Auto CAD drafting and data 
processing, and management. 

Birthdate: 9/29/37 
Place: Los Angeles, California 

'Marital Status: Married, no children 
Health: Excellent 

Vice-president of Houston corporation, engaged in 
processing precious metals, engineering and manufac­
turing of mining equipment with the aid of computer 
technology. 

Assistant manager of Lodestar Management, Inc. 

Consulting Engineer for the following companies: 
Houston Corporation, Sulfide Mining, CHK corporation, 
VS & R corporation, Pacific Energy Corporation, Hassa­
yampa Mining, Monarch Mining, L & M Oro, Riddle oil 
Company, Geneva Minerals, National Energy, Amarada 
Hess, and Nuclear Energy. 

Designed and manufactured pulverizing and concentrating 
equipme~t. Reno, Nevada 

Manager of core, water and oil drilling operations for 
Mountain Meadow Drilling Company. susanville, Cali-
fornia. " 

Drilled and developed oil wells in Texas, California, 
and Nevada for maj or oil companies. :. 

Manager of all trucking operations."for Leben Drilling 
Company. Wichita, Kansas. Assistant manager for the 

, following: ' 

Leben Drilling 
HiVac Development 

,:\ '.' \ 

Wichita, Kansas 
Bedford, Texas 



1970 - 1971 

1960 - 1970 

TelCal Drilling 
Maxwell Well Service 
Houston Drilling 

Abilene, Texas 
Longview, Texas 
Bedford, Texas 

Drilled and developed oil well operations in Abilene, 
Texas. 

Superintendent of engineering and manufacturing at 
Houston Tool Company. Supervised shipping and tech­
nical training of all Houston Drilling rigs sold 
world-wide. 

ACKNOWLEDGMENTS 

13 

Received the Blue Ribbon Award for the most 
development in the mining field, world-wide, ·1961. 

outstanding 

Perfected and mapped underground water with Agriculture Research 
Services for all of the United States, 1963. 

Co-designed and engineered with Webb and Lippo new development in 
tie-backs for retaining walls. These were used in building all the 
water way~ at Disneyland, the Union Bank Building and the Richfield 
Oil Twin Towers in downtown Los Angeles, and in building the 
underground tunnels for the B.A.R.T. (Bay Area Rapid Transit) downtown 
San Francisco. 

Have patents pending on several designs on drilling and mining 
equipment. 

. INTERESTS 

Team roping (member PRCA), traveling, prospecting. 

References and additional information furnished upon request. , 
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Member .Amerlcan Institute of CPA's ICCOUNTANCY CORPORATION Member California Society of CPA's 

EDUCATION: 

14600 GOLDEN WEST STREET. SUITE 209 
WESTMINSTER, CA 92683 (714) 898-8005 (714) 739-1332 

RESUME AND STATEMENT OP OUALIPICATIONS 

High School Diploma, Long Beach Poly 
A.A. Degree, Long Beach city College 
B.S. Calif. state Univ. Long Beach 

PRIOR EXPERIENCE: 

Auditor, Frazer & Torbet Los Angeles 
Major Clients include: 

* Alta Dena Dairy 
* Rockview Diary 
* Hehr Manufacturing 
* Marshburn Farms 

Controller, Marshburn Farms Norwalk, CA 

HISTORY OP PRESENTPIRM: 

~ ~. l:: _J'_,' ••••• , .;~ ..... , ......... ":,,",.,, .... .• • ....... . 

Purchase was made of a small accounting practice in 
1977. Since that time the firm has moved twice, added staff 
and opened two additional. office locations in San Diego and 
Corona, California. Specialties include: Financial Planning, 
unit Investment Trusts, Mutual Funds, Limited Partnerships, 
IRS Audits and services to Homeowner Associations. 

Clients include wholesale and retail businesses, garages, 
manufacturing firms, manufacturer's representatives, construc­
tion companies, service industries, law offices, organizations 
and professional clients. . 

The firm has helped businesses establish both manual and 
computerized bookkeeping systems, and has served as an expert 
witness ,in court. . 

»ROPBSSIONAL APPI~IATIOHS: 

* American Institute of certified Public Accountants 
* California Society of certified Public Accountants 
* National Society of Public Accountants 
* American Association of Personal Financial Planners 
• community Association Institute. 
* Christian Man~gement Association . 
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QUESTIONS MOST FREQUENTLY ASKED 

Q- When will the processinq plant be completed and mininq started? 
A- The construction schedule indicates completion of Phase I in the 

summer of 1988. After 2 to 3 months of fine-tuning, construction 
is scheduled to begin providing additional production capacity. 

Q- When will my ore be processed? 
A- The projected processing date of your ore is to be in one to three 

years. Ore purchased under contract will be processed in the order 
of the date of purchase, thus the earlier a purchase is made, the 
earlier in the program the ore will be procesSed. 

Q- What will happen when qold or silver prices rise? 
A- The profit that you receive wil~ rise proportionally 'to the increase 

in gold and silver prices. 

Q- What if qold and silver prices drop? 
A- The seller warrants a net smelter recovery value of not less than 

$42 per ton of ore purchased. If recovery values are less than $42 
per ton, additional ore will be processed to satisfy the warranty. 

, .' . 

Q- Will I receive cash or qold or silver? 
A- Since you own the ore, you will choose how you wish to be paid at 

the time your ore is processed. You have a choice of receiving 
cash" gold, silver, or any combination of the three. 

Q- Will I be able to visit the processinq plant and mine site? 
A- Yes, you will be welcome to, tour, the operation, however, you will 

be required to make prior arrangements as the property and plant 
will ,not be open to the public. 

" I 
• I 1 't' 

Q- What is meant by "non-recourse" 6.3 it relates to, the contract? 
A- Non-recourse -simply means that there ,is no action that the Holder 

can take against the Maker to collect in the event of non-payment, 
:other than to declare ,the contract in default and reclaim the 

,.; security "which. in ,this' case is the ' ore. -
'.; '," 

',," 

\' , 

Q- Is this project considered a "Tax Shelter", and if so, what tax 
banefits miqht I qualify fQr? , 

A- This is a profit-making business venture. For answers to ques­
tions concerning tax benefits or consequences, as they might per­
tain to you, we respectfully r~fer you to your tax preparation 
professional., We will do our best to answfar specific questions as 
they arise~ 
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PROFORMA 

PROFIT PER UNIT 

warranted value per unit @ $42.00 per ton 
1 unit.= 250 tons $10,500 

Less - Cost of Tonnage 
$15.00 x 250 tons 

Less - Expenses and Commissions (10%) 

GROSS PROFIT 

Less Interest On PUrchase Agreement: 

- 3,750 

- 375 
======== 

$6,375 

After: 1 Year 2 Years 3 Years 

6,375 6,375 6,375 
- 373 - 739 - 1,098 

-------- ======== ======== --------
Net Warranted Return: $6,002 $5,636 $5,277 

Note 

Note 

A $5.00 per month service charge will·be added 
for purchases of only one unit. 

The above profit is projected on the Warranted value 
per unit and could be greater, depending on the price 
of qold and silver at the time of processing. 

'"""\ 



PURCHASE INSTRUCTIONS 
'1. Complete and sign the Agreement of Understanding. 

2. Complete and sign the 'Ore Purchase Contract and Bill of Sale. 

3. Complete and sign the letter of instructions for Buyer's' 
Trust Account. 

4. Recap of Tonnage, Principal sum, Monthly payment and 
Commission & Expenses are as follows: 

Principal Monthly Commission 
Tonnage Sum Payment * & Expenses** 

250 $ 3,750 $ 36.00 # $ 375.00 
500 7,500 72.00 750.00 
750 11,250 108.00 1,125.00 

1000 15,000 144.00 1,500.00 
1250 18,750 180.00 1,875.00 
1500 22,500 216.00 2,250.00 
1750 26,250 252.00 2,625.00 
2000 30,000 288.00 3,000.00 
2250 33,750 324.00 3,375.00 
2500 37,500 '360.00 3,750.00 

For each additional 250 ton contract, increase by: 

250 3,750 36-.00 375.00 

# A $5.00 per month service ch~rge is added to purchases of a 
single unit. 

* Your first monthly contract payment on this purchase is due 30 
days after signing the Ore Purchase Contract and Bill of Sale. 

** The commission & expe~ses are to be remitted with the completed 
documents. 

5. Mail your check and all completed papers to: 

L.Georqe Hukriede Accountancy corporation 
14600 Golden west street, suite 209 

Westminster, Californ~a 92683 

7. Signed copies of each document will be sent to you after pro­
cessing.and recording. Your cancelled check is your receipt 
for each payment. ' 

-PLEASE REMEMBER TO MAKE YOUR CHECK 
PAYABLE TO: 

L. GEORGE HUCKRIEDE ACCOUNTANCY CORPORATION BUYER'S TRUST ACCOUNT 
'-'" "'-.,. "_. _0 •• _____ _ 

17 
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1. 

2. 

3. 

4. 

5. 

6. 

i·: 

AGREEMENT OP UNDBRSTANDING 

BUYER AND SELLER UNDERSTAND AND AGREE TO THE FOLLOWING: 

WARRANTY: 
IT IS UNDERSTOOD AND AGREED: The gold and silver value per ton 
in'Buyer's Ore Contract will be a minimum of $42.00 per ton, and 
further, shall provide no less than 25 troy ounces of gold per 
250 ton unit. If not, Seller agrees to sell Buyer additional 
tonnage at one cent ($0.01) per ton from the warranty reserve 
held by Administrative Management Services until the value has 
reached $42.00 per ton in Buyer's Purchase Contract. 

RESERVE FOR WARRANTY: 
IT IS UNDERSTOOD AND AGREED: That Western Mining Concepts, Inc. 
has established an Irrevocable Trust and placed within that Trust 
750,000 tons' of Cinder Mountain ore reserves. This Trust is held 
by Administrative Management Services for meeting any warranty 
claims that may arise. 

BUYERS TRUST ACCOUNT: 
IT IS UNDERSTOOD AND AGREED: That all funds will be placed in 
Administrative Management services Buyer's Trust Account and will 
be disbursed according to Buyer's written instructions. These 
instructions require Administrative Management Services to remit 
interest on the contract payments to Houston Corporation or their 
designated assignee, and to place principal payments in an FDIC 
insured interest-bearing bank account, with interest credited to 
the benefit of the Buyer, until such time as ore has been 
processed and Buyer has received his/her gold and/or silver and 
has signed a letter of acceptance and satisfaction. 

DELIVERY DATE: 
IT IS UNDERSTOOD AND AGREED: That there is no way to pinpoint an 
exact date of delivery; however, the projected delivery date 
would be one to three years, depending on the startup date and 
the date Buyer makes his/her purchase. 

, !:., l' ,I; 

NON-RECOURSE CONTRACT: 
Non-recourse simply means that if Buyer should, for any reason, 
choose to discontinue making payments on the purchase agreement, 
there is no possible action which could be taken by the Seller to 
require payments. In this case, the only action available to the 
Seller is to take back the ore, terminate the agreements, and 
keep any interest payments made as liquidated damages. 

'i ' ," :':,' j' "; . ,I' ,. 

CANCELLATION"" e'LAuSE: ' .... ,.'" 
IT IS UNDERSTOOD AND AGREED: That the Buyer, ,subject to a 30-day 
notice,: can cancel his/her contract at any time, for any reason, 
and receive a refund of all principal payments, plus accumulated 
bank interest on the same. 

Seller Buyer, 
". ' 



Mining contract No. 

ORE PURCHASE CONTRACT 
and BILL OF SALE 

THIS AGREEMENT, entered into this day of , 1987 
is by and between Lloyds International, Inc. (a Nevada corpora­
tion), hereinafter referred to as "Seller", and 

~~----~-------______________ , hereinafter referred to as "Buyer". 

WHEREAS the Seller has gold and silver bearing ore situated in a 
"cinder Cone" on Marriam crater, within the 7 1/2 minute quadran­
gle, twenty-five miles NE of Flagstaff, Coconino County, state of 
Arizona, and, 

WHEREAS the Buyer desires to immediately purchase tons of 
said ore from Seller, and Seller agrees to sell said tonnage of 
ore at the execution of this agreement, subject to the following 
terms and conditions, 

NOW THEREFORE, for valuable consideration, the parties hereto 
have agreed: 

1. The Seller will now sell tons of ore to Buyer at 
Fifteen dollars ($15) per ton for a total purchase amount of 
~~~ __________________ ~ ___ dollars ($ ). (Price 
includes royalty, processing and refining.) Buyer agrees to 
pay for the ore upon signing this Agreement by making month­
ly principal and interest payments in the amount of 
~~ __ ~ ______ ~ ________ ~ dollars ($ ) per month, 
interest at the rate of ten percent (10%) per annum. The 
first monthly payment is due thirty days after the date this 
Agreement is signed and continuing monthly thereafter, until 
such time as the ore is processed,·at which time the balance 
of . this 1P contract is due and payable' from the proceeds of 
Buyer's ore, which shall be paid from Buyer's precious 
metals. Buyer further agrees to remit to L. George Hukriede 
Accountancy Corporation at 14600 Golden west Street, suite 
209, Westminster, California 92683, .the sum of Ten dollars 
($10) as an administrative, handling and recording fee. 

2. The Buyer shall have full and complete ownership rights of 
all minerals in the entire tonnage of ore as referred to in 
provision #1. above, including the right to remove the ore 
at his/her cost, subject to the terms of said provision #1. 

3. The Buyer shall have reasonable access to his/her property 
at all times and will, in turn, grant reasonable access to 
other property owners. 

4. It is agreed by the Seller and Buyer that mining operations 
of said tonnage will commence within a reasonable time and 
are to be performed expeditiously from the mining claims 
referred to above. 

19 
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5. 

6. 

7. 

8. 

I"~ 

Execution hereof by the Seller is an acknowledgment and 
representation relied upon by the Buyer as a part of the 
consideration hereof that deposits of precious metals are 
known to exist in sufficient quantity and quality to reason­
ably justify commercial exploitation. 

Buyer hereby· acknowledges the option to have the Houston 
corporation, under a separate agreement, to mine, process 
and refine any precious metals in the ore in said claim to 
hallmarked bars on behalf of Buyer, by executing a mining, 
processing and refining contract. 

The Seller warrants to Buyer that the net smelter value of 
said ore shall have a minimum value of Forty Two dollars 
($42) per ton of ore purchased and, if lacking that. value, 
Seller reserves the right to SUbstitute an ore body of grea­
ter value, or shall sell to owner additional ore at a cost 
of one cent ($0.01) per ton and shall process said ore, upon 
the same terms until sufficient ore has been purchased and 
processed to provide equivalent value to Buyer as required 
by this warranty for the amount of the original ore 
purchase. Seller has placed an ore reserve with the L. 
George Hukriede Accountancy Corporation in the amount of 
Seven Hundred Fifty Thousand (750,000) tons to be used in 
the event the values do not meet the Forty Two dollar ($42) 
per ton Warranty. 

Default by Buyer. If Buyer shall be in default under this 
Agreement and such default shall not be remedied within ten 
(10) days after written notice, Seller may elect to termi­
nate this agreement and retain any interest earned hereunder 
as liquidated damages. In that event, Seller shall have no 
further recourse against Buyer for the collection of any 
remaining principal or interest. 

THE PARTIES HEREBY AGREE to the terms and conditions set forth 
herein on the date first written above. 

Accepted and Approved by Seller Accepted and Approved by Buyer 

Lloyds International, Inc. Signature 
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HINING, PROCESSING AND REFINING CONTRACT 

THIS CONTRACT is between Houston Corporation, (a Nevada corpora­
tion), hereinafter "Refiner", and -------------------------------hereinafter "Buyer". 

FOR VALUABLE CONSIDERATION, the parties hereto agree: 

1. Refiner will mine, process and refine tons of 
Buyer's ore and deliver refined bars of gold and silver 
to a reputable company for certification of weight and 
purity and application of said company's "hallmark" to 
said bares). 

2. The time of delivery to the hallmarking company will be 
within 2S days after the ore has been refined. 

3. The Buyer will be advised of the name and address of 
the hallmarking company and the date by which the bars 
of precious metal(s) will be available. The Buyer will 
receive his/her refined and hallmarked precious metals 
from the hallmarking company or make other arrangements 
for delivery. 

4. The Buyer will receive a copy of the contract with the 
hallmarking company entered into by the refiner. On 
the contract shall be indicated the amount of gold, 
silver or other precious metal the Buyer is to receive. 
The Buyer will present his/her copy of the contract and 
proper identification to the hallmarking company. 

5. The time of refining is based upon a "first in - first 
out" basis. 

6. This ·Agreement is terminable ,by auyer upon 30 days 
written notice to Refiner. 

This contract is entered into this day of _________ 19 

Refiner signature Buyer - signature 

Houston Corporatio'n 
Type or Print Name 

Address 

,Buyer's A/C and Telephone No. City, state, Zip 

21 
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Mining contract 

ORE PURCHASE CONTRACT 
and BILL OF SALE 

No. K;C k ldass 
.Yo ({. t lo. V\d 

THIS AGREEMENT; entered into this day of , 1987 
is by and between Lloyds International, Inc. (a Nevada corpora­
tion), hereinafter referred to'as "Seller", and 
____________ """"-__ , hereinafter referred to as "Buyer". 

WHEREAS the Seller has gold and silver bearing ore situated in a 
"cinder Cone" on Marriam Crater, within the 7 1/2 minute quadran­
gle, twenty-five miles NE of Flagstaff, Coconino County, State of 
Arizona, and, 

WHEREAS the Buyer desires to immediately purchase tons of 
said ore from Seller, and Seller agrees to sell said tonnage of 
ore at the execution of this agreement, subject to the following 
terms and conditions, 

NOW THEREFORE, for valuable consideration, the parties hereto 
have agreed: 

1. The Seller will now sell tons of ore to Buyer at 
Fifteen dollars ($lS) per ton for a total purchase amount of 

dollars ($ ). (Price 
includes royalty, processing and refining.) Buyer agrees to 
pay for the ore upon signing this Agreement by making month-
ly principal and interest payments in the amount of ____ ~~ 

dollars ($ ) per month, 
interest at the rate of ten percent (10%) per annum. The 
first monthly payment is due thirty days after the date this 
Agreement is signed and continuing monthly thereafter, until 
such time as the ore is processed, at which time the balance 
of this contract is due and payable from the proceeds of 
Buyer's ore, which shall be 'paid from Buyer's precious 
metals. Buyer further agrees to remit to L. George Hukriede 
Acco~ntancy Corporation at 14600 Golden West Street, suite 
209, . westminster, California 92683, the sum of Ten dollars 
($10) as an administrative, handling and recording fee. 

2. The Buyer shall have ,full and \..!omplete ownership rights of 
all minerals in the entire tonnage of ore as referred to in 
provision #1. above, including the right to remove the ore 
at his/her cost, subject to the terms of said provision #1. 

3. The Buyer shall have reasonable access to.his/her property 
at all times and will, in turn, g~ant reasonable access to 
other property owners. 

4. It is agreed by the Seller and Buyer that m1n1ng operations 
of said tonnage will commence within a reasonable time and 
are to be performed expeditiously from the mining claims, 
referred to above. 



5. 

6. 

7. 

8. 

',." ... ,'''" ....... , ...... '----------------------

Execution hereof by the Seller is an acknowledgment and 
representation relied upon by the Buyer as a part of the 
consideration hereof that deposits of precious metals are 
known to exist in sufficient quantity and quality to reason­
ably justify commercial exploitation. 

Buyer hereby acknowledges the option to haye the Houston 
Corporation, under a separate agreement, to mine, process 
and refine any precious metals in the ore in said claim to 
hallmarked bars on behalf of Buyer, by executing a mining, 
processing and refining contract. 

The Seller warrants to Buyer that the net smelter value of 
said ore shall have a minimum value of Forty Two dollars 
($42) per ton of ore purchased and, if lacking that value, 
Seller reserves the right to sUbstitute an ore body of grea-
ter value, or shall sell to owner additional ore at a cost 
of one cent ($0.01) per ton and shall process said ore" upon 
the same terms until sufficient ore has been purchased and 
processed to provide equivalent value to Buyer as required 
by this Warranty for the amount of the original ore 
purchase. Seller has placed an ore reserve with the L. 
George Hukriede Accountancy Corporation in the amount of 
Seven Hundred Fifty Thousand (750,000) tons to be used in 
the event the values do not meet the Forty Two dollar ($42) 
per ton Warranty. 

Default bv Buyer. If Buyer shall be in default under this 
Agreement and such default shall not be remedied within ten 
(10) days after written notice, Seller may elect to termi­
nate this agreement and retain any interest earned hereunder 
as liquidated damages. In that event, Seller shall have no 
further recourse against Buyer for the collection of any 
remaining principal or interest. 

THE PARTIES HEREBY AGREE to the terms and conditions set forth 
herein on the date first written above. 

Accepted and Approved by Seller Accepted and'Approved by Buyer 

Lloyds International, Inc. Signature 



1. 

.•. _., ....... " ...... 

2. 

3. 

4. 

5. 

6. 

AGREEMENT OF UNDERSTANDING 

BUYER AND SELLER UNDERSTAND AND AGREE TO THE FOLLOWING: 

WARRANTY: 
IT IS UNDERSTOOD AND AGREED: The gold and silver value per ton 
in Buyer's Ore Contract will be a minimum of $42.00 per ton, and 
further, shall provide no less than 25 troy ounces of gold per 
250 ton unit. If not, Seller agrees to sell Buyer additional 
tonnage at one 'cent ($0.01) per ton from the warranty reserve 
held by the L. George Hukriede Accountancy Corporation until the 
value has reached $42.00 per ton in Buyer's Purchase,Contract. 

RESERVE FOR WARRANTY: 
IT IS UNDERSTOOD AND AGREED: That Lloyds International, Inc. has 
established an Irrevocable Trust and placed within that Trust 
750,000 tons of Cinder Mountain ore ~eserves. This Trust is held 
by the L. George Hukriede Accountanci corporation for meeting any 
warranty claims that may arise. ., 

BUYERS TRUST ACCOUNT: 
IT IS UNDERSTOOD AND AGREED: All funds will be placed in the L. 
George Hukriede Accountancy corporation Buyer's Trust Account and 
will be disbursed according to Buyer's written instructions. 
These instructions require L. George Hukriede Accountancy 
Corporation to remit interest on the contract payments to Houston 
Corporation or their designated assignee, and to place principal 
payments in an FDIC insured interest-bearing bank account, with 
interest credited to the benefit of the Buyer, until such time as 
ore has been processed and Buyer has received his/her gold and/or 
silver and has signed a letter of acceptance and satisfaction. 

DELIVERY DATE: 
IT IS UNDERSTOOD AND AGREED: That there is no way to pinpoint an 
exact date of delivery; however, the projected delivery date 
would be one to three years, depending on the startup date and 
the date Buyer makes his/her purchase. 

NON-RECOURSE CONTRACT: 
Non-recourse simply means that if Buyer shOUld, for any reason, 
choose to discontinue making pcvments on the purchase agreement, 
there is no possible,action ~ll~~~ could be taken by the Se11e~ to 
require payments. In this case, the only action available to the 
Seller is to take back the ore, terminate the agreements, and 
keep any interest payments made as liquidated damages. 

CANCELLATION CLAUSE: 
IT IS UNDERSTOOD AND AGREED: That the Buyer, subject to a 30-day 
notice, can cancel his/her contract at any time, for any reason, 
and receive a refund of all principal payments, plus accumulated 
bank interest on the same. 

Buyer / Seller 



MINING, PROCESSING AND REFINING CONTRACT 

THIS CONTRACT is between Houston Corporation, (a Nevada corpora­
tion), hereinafter "Refiner", and 
hereinafter "Buyer". 

FOR VALUABLE CONSIDERATION, the parties hereto agree: 

1. Refiner will mine, process and refine tons of 
Buyer's ore and deliver refined bars of gold and silver 
to a reputable company for certification of weight and 
purity and application of said company's "hallmark" to 
said bares). 

2. The time of delivery to the hallmarking company will be 
within 25 days after the ore has been refined. 

3. The Buyer will be 'advised of the name and address of 
the hallmarking company and the date by which the bars 
of precious metal(s) will be available. The Buyer will 
receive his/her refined and hallmarked precious metals 
from the hallmarking company or make other arrangements 
for delivery. 

4. The Buyer will receive a copy of the contract with the 
hallmarking company entered into by the refiner. On 
the contract shall be indicated the amount of gold, 
silver or other precious metal the Buyer is to receive. 
The Buyer will present his/her copy of the contract and 
proper identification to the hallmarking company. 

5. The time of refining is based upon a "first in - first 
out" basis. 

6. This Agreement is terminable by Buyer upon 30 days 
written notice to Refiner. 

This contract is entered into this 

Refiner - signature 

Houston corporation 

Buyer's A/C and Telephone No. 

day of _____ 19 __ 

Buyer - signature 

Type or Print Name 

Address 

City, State, Zip 



, ~. 

INSTRUCTIONS FOR BUYER'S TRUST ACCOUNT 
Cinder Mountain Mining Project II 

L. George Hukriede Accountancy Corporation 
14600 Golden West Street, suite 209 
Westminster, California 92683 

________________ , 19 ___ 

I/we herewith enclose an amount equal to $10.00 per 250 ton con-
tract or $~ ____ ~ ______________ as an administrative handling and 
recording fee, plus dollars {$ ), or 
a total check in the amount of dollars 
($ ), which you are hereby authorized to disburse as 
you see fit for fees, commissions and expenses. 

Further, I/we have executed a certain Ore Purchase contract of 
even date to these instructions and will be directing interest 
and principal payments to you which you are to place in your 
Buyer's Trust Account. You are authorized to remit interest paid 
on said contract to Houston corporation, or their designated 
assignee, and further to place all principal payments on said 
contract in an FDIC insured', interest-bearing account, with in­
terest accumulating to my/our credit. 

These instructions are to remain in effect until such time as 
they may be amended or terminated by me/us in writing. 

Signature 

Print or type name 

------------_ ... _-----_ .. ----

ARIZONA DEPT. OF MINES & MINERAL RESOURCES 
STATE OFFICE BUILDING 

416 W. CONGRESS, ROOM 161 
TUCSON, ARIZONA 85701 
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REFERRALS 28 
Referred by _________________ _ Oat9 _____ _ 

Name __________ ~~--------~------~~----------------~~---last First Nickname 

Address ________ ~~~--------------~~ __ ----~~--------__ ---
Street City State ZIP 

Phone Number -Day ______________ -Evening _________ _ 

" Best ti me to call 

REFERRALS" 
Referred by _________________ _ Oate ____ _ 

Name 
----------~La-st~-------------~F~irs~t~--------------~N-ic~kn-a-m-e-

Address _______ -.~~------------~~--------~--------~---Street City State ZIP 
Phone Number -Day ___________ -Evening _____________ _ 

Best time to call 

REFERRALS 
Referred by _________________ _ Oat9 ____ _ 

Name __________ ~~---------------~~ ____ ------------~~---last First Nickname 

Address _______ ~~~-------------~~--------~~-----~---Street City State zip 
Phone Number -Day ___________ -Evening ____________ _ 

Best ti me to call 

REFERRALS 
Referred by Date 

Name 
last First Nickname 

Address 
Street State zip City 

Phone Number -Day -Evening 

Best ti me to call 


