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SUMMARY

M & M Enterprises, a general partner of Western Labs and
Engineering, heolds title to the Mammoth property in south central
Arizona. Underground mining in the pasﬁ has shown gold to occur
in coarse metallic form within well defined fractures. 0ld sample
rocords and more recent drill results and resampling indicate
that, 1in addition to the high grade fracture controlled
mineralization, there is a large surrounding lower grade halo o=
gold mineralization. This widespread mineralization is possibly
amenable to low cost, open pit, or bulk underground mining and

heap leaching.

A three phase procram of explcraticn and develooment work is
recommended to bring the property to the stage at which a
oroduction decision can be made. Advance to the sezcnd and thizd

phases would be justified in each case by positive rosults fronm

each complated rphase. Recommended expenditures in each ghase
are:
Phase One $ 228,000
Phase Two 242,000
Phase Three 1,220,000
$1,€90,000

2 4
The reccmmended program is designed to identify ore as

quickly as possible and especially any which might be amenable to
the cost effective combination of open pit mining and heap leach
extraction of gold. This method of mining and extraction is

judged to give the quickest cash flow to the project.
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INTRODUCTION

The Goldfield-Mammoth Mining District 1lies in the south-
central part of the state of Arizona, about 35 miles east from
the center of the city of Phoenix. Production of gold from the
district has been principally from the Mammoth Mine during the
period 1890 to 18%3 with lesser amocunts from 1910 to 1930. This
mine and the presently less iwmportant opan cut workings c¢f the
Black Queen Mine lie within the property covered by this report.

Additicnal gold mineralization was substantiated bv two more
recent programs cof drilling on the property, one in 1984 and the

other in 1987. Reccrds of both programs are incomplete.

Bacrgrcund and cormission

Mr. Marshall 2. Ott of Western Labs and Engineering

(WLE) contracted Darry, Michenexr, Beoln & wahi. Inc. (DMBW)
cn October 19, 1989 with the request that a review be made
of the Mammoth property with the object of recommending a
program of work to define and develop the gold potential of
the property. Mr. Brian W. Hester of DMBW subsequently

visited the Mammoth property from October 29-31, 1989 and

November 11-14, 1989.
Following discussions between DMBW and Mr. Ott, WLE,

commissioned Sierra Engineering and Mining Corporation of
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Scottsdale, Arizona to perform a program of surface sampling
over and around known mine workings. This work was
conducted under the direction of Mr. Harvey W. Smith,
Registered Professional Engineer (Mining) Number 2878 in the
state of Arizona. Mr. Smith did the patent work on the
Mammoth claim from 1961-64. Certificates of assays made on
these samples by Michael G. Jacobs (Registered Assayer
Number 11650 in the state of Arizona) are included with this
report as Appendix A.
Other reports referred to are:
1. A geological report on the Mammoth propérty cf
Brace Resources situated 30 miles east of °Phoenix,
Arizona, U.S.A., by D. P. Morgan, P. Eng. (registered
in the Province.of British Columkia} and dated Fekruary
9, 1984.
2= Report on the Goldfield Mines, Agache
Junction, Arizona for Hewlett Management Anril 1, 1587,
by Frank H. Buchelle, Jr., P.T. (Fegiszterxed in <*he
state of Arizona under certificate number 13158).
3. Geology and structure of the Goldfield Mining
District, Maricopa and Pinal Counties, Arizona. A

Master of Science thesis by Thomas Ryan Kilbey, Arizona

State University, August, 1986.
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Location, Access, and Topography

The property lies 35 miles east of the center of the
city of Phoenix, Arizona and about 4 1/2 miles northwest of
the suburb of Apache Junction. It is close (1-2 miles) to
the base of the western slope of the Superstition Mountains
(Figure 1). The preperty is located in Section 36, T2N, RSE
and Section 1 TIN, R8E, straddling the boundary between
Maricopa and Pinal Counties. The latitude and longitude ars
roughly 33°28’N and 11°29’W. The property is covered by the
Mesa 2 degree topographical sheet of the U.S.G.S. (Number N1
12-8). 

From Pnoenix, the property is reached by 5State Highways
60 and 89 tc Apache Junction and then kty State Highway 88
otherwise known as the "0Old Apache Trail". A gravel access
rzad on the property meets Highway 88 at a pcint ahout four
miles north c¢f Apsche Junction. The Jjourney frcm +the
international airpcxt at Phcenix takes about 43 minuzes by
car. The property itself is.well servad by dirt tracks
suitable for motor vehicles.

The property lies on the western outwash plain of the
Superstition Mcuntains at an elevation of about 2,000 feet
ASL. An ephemeral stream, known as Weekes Wash, flows
across the southern end of the property. There are no other

water courses of note on or close to the property, but it
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Between 1951 and 1953, about 3,205 ounces of gold were
recovered by small scale operators under terms of a lease. The
site of these activities is not recorded.

In 1979, Goldfield Mines, Inc. leased the property to a Mr.
Harlow Sanstead who conducted small scale, high grade mining
cperations. Details of this work are not available other than a
9 page affidavit written by Sanstead regarding the occurrence of
gold in panned samples. There is no record of production,
although numerous shallow excavations attributed *+c this period
of work are credited with hosting spectacular specimens of gold.

In 1984, Goldfields Mines, Inc. and Triple S Mining Company
granted an option to buy the property to a joint venture managed
by Brace Resources Limited, a public company incorporzted in
British Columbia, traded on the Vanccuver Stock Exchange, and now
succeeded by Brace International Limited. The Jjoint venture
consisted of Brace with a 60% interest and Anscc Resources (B.C.):
Ltd. with <0%. These companies shared common management.

Brace commissioned <the r2zcrt by D. R. MNorzgen, P.Eng.,
referred to above and which resulted in 1984 in a program of
drilling using diamond and reverse circulation equipment (Figure
5). The greater part of the results of this work have been
recovered by WLE and are incorporated herein where apprcpriate.
Values of interest cut in hcles drilled during the Brace program
are presented in Table 1.

An amended version dated March 16, 1984 of the plan dated

Fekruary 9, 1534 which forms part of Morgan’s report, shows the

DMBW, INC.
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should be noted that there is at least one spring fed pond
on the property.

The property enjoys a semi-desert climate with mean
daily temperatures falling in the range of 50° in January to
90° in July. Annual rainfall averages about 7.1 inches.

Observations of the water 1level in old workings show
that the natural water table is at depths of less than fifty
feet below the mean surface of the grcund.

Vegetation is sparse and includes vafieties of cactus
and shrubs typical of the desert environment. There is no

timber of value for mining on the property.

Property

This report covers the following broperties and claims:

Name of Claim Countv Book Page BIM No.

Annex Pinal 36 295 137400

Black Queen Pinal 32 288 137393
Maricopa 27 256

Indian #3 Pinal 36 261 137403
Maricopa 27 k §

Mammoth #2 Maricopa 338 448 137396
Pinal 38 296

Mammoth #3 Pinal 27 263
Maricopa 38 299 50452

Mother Hubbard Maricopa 27 256

Tom Thumb Pinal 38 287 137398
Maricopa 27 257

Mammoth Lode Pinal Patent No. 02-65-0071 granted

patented claim Dec. 23, 1964, County Recorder

Docket 768, page 551.
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The general arrangement of these claims is shown in
Figure 2.

A formal title search was beyond the scope of the DMBW
commission. The above data was provided by Mr. ott of WLE,
who also advised that title was held by M & M Enterprises, a
general partner of WLE. Title was awarded to M & M

Enterprises by the Superior Court of Arizona on August 17,

1989.

HISTORY AND PREVIOUS WORK

Early prospecting in the area led to staking of the Mammoth
claim in the late eightesn eighties, although there is soma
evidence to indicate these may have some Spanish and Mexican
mining going on as early as 1536. High grade gold mineralizaticn
was revealed following a flash flood in 1890. A mine was gquickly
gevelcpsd and a reported $1,000,000 (about 50,005 ounces) worth
oid zepoved bezore a second flscd irvaded ths mins filiirng
nuch of the'workings with debris. Ccntemporary sections of the
mine show seven levels to have been developed between surface and
a depth of 420 feet. High grade gold mineralization was found in
tabular bodies 5-20 feet wide, dipping at about 82° to the west
on the contacts of a sheared zone about thirty feet thick,
composed of what has been variously termed ‘'pegmatite"” and

"granite". Ore was stoped from two short shcots. Longitudinal
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have been consumed in subsequent test work and small scale
activity. 1In éppended notes, Buchella describes how he estimated
the stated resserve of proven ore at the Black Queen deposit by
sampling the floor of the cut and assuming values extend for
fifty feet beth along strike and dcwn dip. Any plan or section
showing the 1location and value of the samples used in this
estimate are missing from the copy of the report prcvided DMBW.
DMBW presumes the valucs cut in diamond hole 7 of the Brace
Drocram were utilized.

The assay certificates supplied by Jacobs, marked "Argo" and
purported tc relate to drilling on the Black Diamend preperty
under Buchella’s direction, are dated July, 19237. None of these

results are inccrporated intc any contemrnorary report in the

v

posszssion of WLR ard the locaticons of tha &rill hcles remai

4=~
-\

unknown. CMDBW recouwmends that efforts ccontinue ts be made

-

lozate thase records, as the assay cortirficates indicate several

sarples contaln values of interest.

lan showing the sontours =f golad valuzs ased by Buchella

h

»
2

o)

in estimating prokable reserves is included in his report. These
contouss ware ganeratcd by a ccmputer program using assays from
206 chip samples.

DMBW cauticns that the procedure described may not conform
to the definition of probable ore according to accepted standards
generally used in the industry, but draws attention to the values

as evidence of extensive mineralization which requires additional

testing and evaluation.
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location of the collar of Diamond Drill Hole 7 close to the Black
Diamond Pit on the Black Diamond claim. This 1is the only
evidence of any drilling on that claim during Brace’s program.
Presumably the hole was directed beneath the mineralization
exposed in the pit.

From thc report by Frank H. Buchella, Jr., P.E., dated April
1, 1987 and referred to above, it would appear that at some time
before this date control of the property kad been acquired by
Hewlett Mineral Managemeni, or e rolated geoup and that a second
drilling program had been completed. Maps showing the location
¢of heles completed during this program are not avaﬂable, but
ascay certificates provided by Mr. Michael Jacobs, the assaver
rz2ferrel to ezarlisr, suggest the driiline nregraw was extensive.
DMEW 1s advised that this drillirg was confined to tha Black

Queen claim (Figures 2 and 4). Buchella presents the follcwing

taLbulation of ore reserves:

Tonnage Grade Recoverable
Class Cascription O, Rilsfe 0% ARSE
Frzoven Crushed steochkpile 15,903 0,15 2,025
Mine stoarpile 12.6C0 B .55 1,350
Black Queen Pit:
Depth 12C feet 85.60C 0.25 19,125
110,900 tcns 0.23 22,500
Probable Gold Contours: 429,000 G.25 26,525
(minus proven ore)
Depth = 150 feet
Possible Mammoth-Black Queen 600,000 tons 0.19 102,600

Neither of the two stockpiles included in the above table

wzs evident at the time of DMBW’s visits. Both are assumed to

DMBW, INC.
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0.16 oz. Au/t, but these are not contiguous. The surface
position of this zone is roughly along the line separating
the Mammoth No. 2 and Mammoth claims (Figure 4).

There is no evidence for the continuation of this
"East" zone in underground workings, but further evidence
comes ffom a series of pits marked on old plans. These
coincide with the projected position of the zone found by
drilling and two have dollar valueé marked againrst them.
These =2re presumably derived from assays. All evidence of
thése pits has been destroyed by subsequent surface work.

Further east again there is yet ‘another shear zone in a
trench and pit excavated by Sanstead. Several assays of
interest were obtained #rom sawrples <ut bhere under the
direction of Mr. H. E. Snith ana shown in Figure 6.

It is not possikle to project these secondary zones
northwaxds with any confidanc2 across the 2,000 feet of
ground wnich —h'as not yét been grospected, althcugh WLE
regorxes the "nigh guaxts spide:'str:'ngers" pan well in this
area. - It seems possible that either of the two most
westerly“zones near the'Mammoth could.. be represented by the
Black Queen zone. It is imlikeiy that any 'hiéh‘grade gold
at surface would have been missécylﬂby 'the'eafiy prospectors
so drilling 'for“'—:d-eei‘ﬁer fﬁrgei:s seems the sensibie approach
to pursue in tes't'i‘.né'. this area. This‘:i:s“ésp'e‘cial’:ly so given
the results of the Brace drilling on Section 29N shown in

Figure 7. Testing for bodies of gold mineraliization of

DMBW, INC.
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commercial value on these fractures should receive priority

second to that on the Main Zone.

RECOMMENDED PROGRAM

Widespread occurrence of gold in surface samples (Figure 6),
the intersections cf interesting values recovered from tﬁe; Brace
drilling (Table 1 and Figures 3, 7, and 9), and the ~history of
past successful miaing accivities, alil point tc the e'{isténac of
further potential for the Mammoth property. These possil';»ilities

justify a phased program of exploration.
bYhasa T

The first phasa <f such a program should ccnsist of
trenc_hing to exposa and allow sampling of theb zon=2¢ kacwn tq
contain gold.' Thic shculd ke supplanented Ly a pro‘gra:n of
drilling using reverse circulaticn erriizment. First
priority should be given to the invest.igation of poésible
wide zones of mineralization in the walls of the Mammoth
Mj.ne structure as suggested by old plaqs _and_r_’esults of the
Brace drilling, as well as WLE’s pilot ore runs.

Cor:t:’gnuity of the values encountered by the> ‘Brace
drillj.ng» on ‘cr'oss section 29N (Figures 4 and 7) s_ho_.u_ld be

investigated by drilling both to the south, towards the

Mammoth Mine, and to the north towards the Blac)l Queen Mine.

DMBW, INC.
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Depth and lateral extensions of the Blaék Queen vein should
2lso be tested. . |
Much of the gold occurring in the veins is known to be
coarse and distributed erratically within the zones. To
lessen the effects of these ccnditions,- all jthe‘ 'cuttings
. recovered frpm'e;'ch drill hole intercept of .‘.:he :V;eir-xs should
ke treated in the piant al Apache Jun;:tion,:o;: in the 1 tph

pilot plant at the mine site, to reccver all the ccntained

i5us5lt iwmssieg
desnsprlact = O

Ufree™ gold. Spiitzingy ct the cuttings serisusly
the representivity of the resulting sub-sample. Coarse gold
siiculd be reccvered in either of the plants and waighed to

aliow calculation of the true yrade of the intesrcept.

ALl fracturss expos=d by the <trznching should be

sanpled. Sampling should be extendad well intc the

wallrcciks to test fsor any wide =zones of low grade

uwineralization. IZ centinuocus mineciralization of eithe: high

girade in ZIracvtures or disseminaced 1low grade can  be

identified, a hulk sampie of five to ten tcnz shonld ke

¥ 2y N o L3 Y

mined and the contained gold separated by gravity means. It

should be practiczl to do this in either of the plants owned

. by WLE in Apache Junction, or at the mine site. Results of
this werk will preovide a better estimation of gold content
than the smaller channel samples and will alsok é‘ive an
indication of the range and distribution of the sizes of

gcld particles present. Tailings produced by the gravity

DMBW, INC.
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process should be treated with cyanide, or equivalent, or
ion exchange resin process to recover any fine-grained gold.

The mineralogical character of the ore should be
studied as a guide to the ultimate selection of methods of
concentrating the gold. |

Remaining drill .core from the Brace program should be
examined for e‘}idéncé of the depth of oxidation.

In the execution of any further work on the property,
including ".chat: of fhasa I, it is essential that = svstem of
survey control be established so that the position of
sa.méies,' dx»ill hbles, and exca{ra{:iohs are plotted routinely

and accurately on proper base maps using a system of

cocrdinates.
Phase IT

Tnitiation of the seécond phase cf the program will
depenZ upcn encouraging results from +the £irsl ‘phase.
Should a second phase be justified, it should consist of
drilling on fifty foot centers to a depth ct not more than
500 feet below surface. =~ The object of Phase IT would be to
define individual ore bodies. |

Also, an environmental study should be made on
initiation of the bs‘ec':or-xd pﬁase.' This should be done by a
competent group of consultants. The property lies within

what could prove to be anrn environmentally sensitive area

DMBW, INC.
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adjoining the Lost Dutchman State Park and not far from
residential areas. Any potential "fatal flaws" should be
recognized and addressed as early as possible.

As part of this phase ©of the investigatiecn, a
topographic map should be made of the active part of the
property; Contours at intervals of no more than five feet
should be plotted. Areas for the disposal of waste rock and
tailings should be selected and a mill site identified
possibly on the Tom Thumb, which connects the Mammoth angd
Black Queen claims. Methods of disposal or storind water
puisped from the old workings should be studied.

Sampling of the wall rocks of the fractures should be
extended sc as to estabiisn ths limits of blocks amenable to
surface mining. It is desirable to establish these at an
early date, as they would represent a ready source of cheap
ore'wnich'might be amenable tc heap leaching with cyanida cr

alternate soluticn and so prcduce an early cash flow fer an

operation.

Phase IIT

Successful completion of the program -thus far would
justify a third phase which would lead to a préduction
decision. To start with, plans would have to be made to
establish openings underground in which the nature and

extent of mineralization outlined by drilling from surface

DMBW, INC.
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could be examined. Condition o©of the o0ld shafts 1is
uncertain. The more practical approach, at least initially,
would be to enter the old mine by way of an inclined ramp
driven at about 15 degrees below horizontal and located
entirely in the west wall of the old t:torkir}gs_f __VThe same
opening would be suitable fof taking out ore from de:p_ths of
up to 400 or 500 feet. Initially, the ramp shoPld be
designed to reach only to a depth of about 200}-‘300 feet
pelow the surface and connections mada to thz saveral girifes
at and above this level.

As sooun as practical, a 10-30 ton bulk ‘sample of
typical mineralization shouid be mined and sent for
metallurgical appraisal by a raputable laboratory.

At the canclusion of this stage there shoulc .‘:g enough
information rar z feasibility report and plant desig_r} which

would serve as tha basis for raising funds neceded to

inpilement sroductien.

Budget

Details of the proposed three pkase program are as

follows:

DMBW, INC.
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Phase I

Linear Time Cost
Claim & Work Peet (Days) ($)
Trenching with backhoe
Mammoth & Mammoth 2
7 cross lines 400/ long (1007 spac1ng) 2,800 6.0 3,000
on Main and subsidiary zones) )
Tom Thumb S :
14 cross lines 1:0’ long (100~ spac1ng) 2,100 4.0 2,000
(on Maln zone) : - : -
3lack Queen
¢ cross lines 150’ long (100’ spacing) 600 1.5 750
(on BQ zone)
5,580 L3 --.3,750
Sampling & Surveying ]
Geologist/Engineer @ $600/day 5.0 3.000
Assistant Geclogist @ $400/day i4.0 5,600
Helper @ $100/day 14.0 1,400
33.0 10.0C0
Rocm 4 Board, @ $60/da. 15.0 1,140
Travel s 1,000
19.9 Z,140
2z=szying
500 samples, AA analysis @ $5/each 2,500
10C s2mpla=z, Fire analvsis @ S$S/ezch - 00
3.3CC
Reclamation and Permitting E 2,000
TR R Tr Dokal v s 23,190
Total for Trenching Progranm 23,190
24,000

et SAY

DMBW, INC.
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Time Cost
Claim & Work Feet (Days) (%)
Drilling
37 holes drilled with Reverse
Circulation equipment, 4 holes on each
of 9 sections spaced 100’ apart, to meet
structure at 100’intervals from surface.
One hole on additional section to cut
structure at 400°’.
All holes to be collared at 55 degrees. 12,020
Cost of S12/ft. inciﬁding mcb and demob ! . 144,240
Lapsed time at 200 ft/day 60.0
12,020 60.0 144,240
Supervision :
Asst. Geologist @ $400/day ' 60.0 - 2,400
Helper @ $100/day 60.0 6,000
120.90 8,400
Room & Bcard @ $60/day 60.0 3,600
ravel 1,400
€9.92 5,080
Zssaying -
1.200 AA assays @ $5/each 6,000
200 Fire Assays @ $3/eaci 1,¢00
7.¢00
Ozeration of Gravity Plant @ Apache Juncticn
Say, 15 days @ $SCl/cay P Lo
Total 172,740
Contingencies A
Total for Drilling Program . T 172,740
L T ._S8AY __ _ ... .. . . __ .. _.173,000
TOTALS FOR PHASE I. . _
Trenching 24,000
Drilling - 173,000
Reporting and Compilation 10,0c0
TOTAL TOTAL FOR PHASE I 207,000
CONTINGENCIES @ 10% 20,700
TOTAL 227,760
SAY 228,000

=========
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Phase II Time Cost
Claim & Work Feet (Days) (%)
Drilling
30 holes with Reverse Circulation
equipment to block out ore zone on
50 foot centers - 9,750
Cost of $12/foot, including mob and demob 117,000
Lapsed time @ 200 feet/day 49.0
9,750  49.0 117,000
Suparvision
Asst. Genlngist @ $400/day 50.0 20,2900
He:per @ $100/day 50.0 8,802
Traval, Rocnm & Board (geologist) @ $50/day 50.0 3,000
28,000
Assaying
120 Fire Assays € $38/each 9,600
Operatiocn cf Gravity Plant @ Apache Junction
Say, 16 days @ $500/day 5,000.
Potal Dxilling 152,600
Envircnmental Study 25,000
Tcpographic Meao 12,0990
Site study, dump site selection, etc. £,0C0
15,000

Cozpilation, Ore Peserve Estimates, Report

D o A s o o = oo

Total 21,3038

TOTAL PHASE II 219,600
CONTINGENCIES @ 10% 21,960
TOTAL 241,560

SAY 242,000

DMBW, INC.
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Drive decline ramp at 15 degrees to meet
existing level 200 feet below surface at
Mammoth Mine and drive through ore at five
sites, 1,000 feet lateral work @ $1,000/ft.

fetallurgical test work on 30 ton bulk
sample

Engineering work and plant design
Feasibilty Report

TOTAL CCST, PHASE III
CONTINGENCIES @ 10%

TOTAL
SAY

RECAPITULATION

PHASE ne
PHASE 1II
PHASE III

Time

Feet (Days)
228,0C0
242,000
1,220,0cC0

TCTAL 1,59C,00C

1,000,000

25,000

50,000

1,105,000
110,500

1,215,330

1,220,200

" DMBW, INC.
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o 13949 W. Colfax Ave., Suite ! 10
DERRY, MICHENER, BOOTH & WAHL ® Golden, Colorado 80401
(DMBW, INC.) ® Telephone: (303) 233-8786

o Telex: 296466

e Telecopier: (303) 232-2586

MINING AND GEOLOGICAL CONSULTANTS

March 1, 1990

LETTER OF AUTHORIZATION

Subject: PROPOSED EXPLORATION PROGRAM

~ FOR THE :
MAMMOTH PROPERTY, GOLDFIELD-MAMMOTH MINING

PINAL AND MARICOPA COUNTIES, ARIZONA
Dated March 1, 1990

To Whom It May Concern:

We hereby authorize the use of the above described
report in a Statement of Material Facts, or in a Prospectus.

Signed,

o

. _ Brian W. Hester, Associate
T o - P. Eng. (Ontario) #19438019
T - : FGAC #1177

Toronto, Canada _— e Golden, CO. USA. -



CERTIFICATE OF QUALIFICATIONS

I, Brian Hester, residing at 14690 West 53th Place, Arvadz,
Cclorado, do hereby certify that:

1. I am a consulting geologist employed by Derry, Michener,
Sccth & Wahl, Inc.

2 I am a graduate of the Royal School of Mines, London

o o

%ith the degree of B. Sc. in Mining Gaclogy in 195C and of the

University cf Toronto, Toronte, Ontaric with the degree of M.A.
Sc. in 1354.

B)
4

hcve bzen practicing =y professicn for 40 years.

4. I am a Certified Professional Engineer of the Province
of Ontaric and a Fellow of the Geological Association of Canada

B I have not received, nor do I expect to receive, any
interests, directly or indirectly, in the stock of Western Labs &
Engincering, or any associated or related corporation.

5. I Rrave ns past cor present, direct, . indirect, or
cont'agent inlterest in the propertiy which is the subject c¥ tbis
report, or in any property within a radius of 10 kiloneters cof
-Lhe subliect property.

7.  The statements contained irn this report =ad +ha
<znclusions reached are based upon my roview of pukiished 4ata
and of ungubliished cata made available to me by Western Lebks ond

Engineering and my own rersonal examination of the pronarty mzde

cn Octobar 22-31 and Nov. 2.-14, 1:°289.
PN
vca i loes

Brian W. Hestzr, Associate
P. Eng. (Ontario)#19433C19 '

DMBW, INC.




[t ALL ERBRUBATURIES  swvrmsn

A N D C O N S U L T I N G Tetenhone 571.360%

October 1, 1981

Velorex Corporation
2351 South 23060 West
Salt Lake City, Utah 84119

Dear Sirs:

On September 29, 1981, I observed a test run on a ’
disintegrator and concentrator at Valorex. Prior to the test
run the eguipment had been cleaned, checked, and sealed by
Valorex personnel. 1 verified that the equipment was clean.

A 55-1b sample of ore, approximately %-inch or less,
was weighed in my presence from which 1 split out about 2
lbs for.a head sample for test purposes. This was sealed inside
a container. The remainder of the ore was later used as the
feed ore for the disintegrator.

Circulating water was turned on and allowed to flow
over the concentrator tables for a few minutes. Some residue
material was passing over the tables with the water. I took
a sample of this material and analyzed it in the laboratory.
No gold was present:— The disintegrator was turned on at-
"3:11 p.m., ore was fed into the disintegrator, and the
disintegration was complete by 3:23 p.m. - The unit was -allowed
to run approximately 10 minutes more in order for the material
to pass over the tables completely. The unit was then turned
off. :

The concentrate was washed from the tables into a clean
container and the container weas sealed.

Water from the tailings container was decanted from the
tailings and approximstely 5 lbs of tailings were removed for
test purposes, placed into & container, and sealed. The bulk
of this sample was taken from across the bottom and corners of
the container holding the tezilings.

The three samples (hesds, concentrate, &nd tailincs)
remained in my possession at Velorex &nd were brought by me
to my laboratory where the concentrete and teilings were dried
and the concentrate weighed. Duplicete fire assays for golad
and silver were performed or. the three samplec.

One sample each ci th: hezis, concentrete, ancé teilingus
are to be deliverec¢ tc Urnaicrn resezyv Office end rocky Mountear
Geochemical by tcmorrow &t the letecst.

Ak certificate cf enelyvel:s znowing the recsalte cof the
tests performed st thas leboretcry eccompenies this letter.

page 1 of 2 pages



The per cent recovery of golé and silver is based on
@ calculated head asszy using the results from the analysis of
concentrate and tailings as a basis for the calculation. The
calculated head assay is higher for gold and no easy explanation
for this difference is availsble. Samples were carefully
prepared and assayed.

The recovery of this disintegrator and concentrator is
very favorable compared with other types of concentrator 3
systems. The operation of the eguipment is reasonably simple.
It may be possible to increase the recovery percentage'by cleaning
the tables more frequently or using a small concentrator table
similar to the ones being used and placing it just before the
tailings container. No attempt is made here to evaluate the use o the
equipment from an economical point of view, but from an operational
perspective should compete extremely well with other pulverizing-
concentrating approaches that are presently used.

I certify that the foreoing is a true and accurate
statement of the events related to the test obsesvations,
sampling, and assaying. 1 also certify that the results shown
on the certificate of analysis are those obtained here at this
laboratory using standard fire assay techniques.

- : T -_Sil’lCEI'E]-Yc' . S

~( L
XL A Fpribea i
G. Lyn./imball
Manager
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October 5, 1981

Valorex Corporation
2351 South 2300 West
West Valley City, Utah

Dear Sirs:

The attached exhibits provide computational verification of the Kimball

Laboratories Certificate of Analysis for tests conducted on the 15th.and

29th of September, 1981 for Valorex Corporation. The . computations and .
eeere— .———-mathods appear valid for .both tests. -. ; . - s

1 personally observed the test on the 29th of September, and concur with
Mr. G. Lyn Kimball's description of this test contained in his letter
dated October 1, 1981. Careful mixing and a splitter were used to obtain
a valid head sample. In my opinion the results of this test are statist-
ically valid. This opinion is based on my observations of the sampling
method, test procedures, security measures, and my computational verific-
ations.

Sincerely

Dr. LeRov G. Faerber
Professor

tttachments: Exhibits A and B



EXHIBIT A

Computational verification of Kimball Laboratories Certificate of
Analysis for Valorex Corporation. Sample mumber 6819 - 6821 (Gold).
Samples taken on 15 September 1981.

Sample No. Samplg Weight X Average Assay ) Géld.in Sample
(in tons) (0z./ton) (in oz.)
6819 - Head (géoébit;s.) - .0235 0.227 .0053345
6820 - Concen. (5%8%_%g§:)= .0002035 15. 80 .0032153
6821 - Tails (12486(5)931)2);,.: .0232965 0.027 .000629

Total gold in concentrate and tails .0038443

~ Calculated % Gold Recovervy:. . i

" Gold in concentrate/Gold in concentrate and talls -
Coe ~0032153

0038443 T

83.6%
Calculated Head Assay:

Gold in concentrate and tails/Sample weight of head -

/,
498%%;51- = 0.164 oz./ton

Relationship of Calculated Head Assay to Average Sample Head Ac ay:
Calculated head assay/Sample head assay -

164 5 :
-—22—= 72.2 /e
Conversion Factors:
1-trov o0z. = 31.1035 grame, %%3.5 =] 1b.

£
14.58 troy oz.= 1 1b, 2000 1be. = 1 Lo"



EXHIBIT B

Computational verification of Kimball Laboratories Certificate of
Analysis for Valorex Corporation. Sample numbers 7080 - 7082 (Gold)
Sample taken on 29 September 1981

Sample No. Sample Weight X Average Assay (=) Gold in Sample
(In tons) (0z./ton) - (In oz.)
7080 - Head (53 1bs.
5000 1bs. = .0265 3.103 .0822295
7081 - Concen. (1.012 1bs _
7600 Ibs. ) = .000506 335.17 .169596
9 _
7082 - Tails (SLIBBIbS. _ oasg0 0.154 004003
*/  Total Gold in Concentrate and Tails .173599

" Calculated % Gold Recovery:. - =i - .. =m0 - v e =g

old in"cohcehtrate/ Gold in concentrate and tails -

.169596

373509 = -7 %

Calculated Head Assay:
Gold in concentrate and tails/ sample weight of head -
Q
f%%%%ig = 6.55 oz./ton
Relationship of Calculated Head Assav to Averape Sample Head Acsay:
Calculated Head Assay/Sample Head Assav -
6.55

TI_OJ = 211 %

Conversion Factors:

1-troy oz. = 31.1035 grams, &453.5 grams = 1 1b.
14.58 troy oz. - 1 1b. , 2000 1bs = 1 ton
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1323W 7900 SOUTH *  WES JORDAN UTAH B40Ba ©* PHONE (BD1) 255.3558

WES? J0RDAN oF i @ertificate of Analysis

RMGC Numbers:

Date: October 15, 1981 81.32-38
Local Job No.:..! e

Foreign Job No.:...............

Client: Valorex Corp. N
Invoice No_N]Qu329

Client Order No.:

None
Report On: 3 pulp samples"
Submitted by: Valorex Corp.
Date Received: October 2, 1981
Analysis: * Gold and Silver ' .

Analytical Methods: Fire Assay

Remarks:

cc: enc.
File (2)
GJC/cl
oz/ton oz/ton
Sample No. Gold Silver

7080 B Heads £.117 bE .63
7081 B Conc. U2, 280 ge2.0?2

708z P Taile «3532 j .EF

T o / e
T Ay stz
2 AR 2
Al vercer et rerorled in porty per rillicn unlesy specitied €' era ye £ = oy gy e- e} o he be resc Clegy prec” end € Lot yize () Cneezves
1her Mo sy tn perenthesis ore ethimotes  This onolytico’ ressr' 4 fte gertizest gt Frererty €' 100 tzuee mertiined tiect ez for fhe grstettice
c' they cnes' ©nc ourselves we reserve fre niekt 1o forbd poborstos o ciiierceres e 1hiy rerect er €y B theres! w *re b writter pecr aycc.
N == hhene Lietectec 1 pp===C.0001¢, VoVl et Mren = N2.GbC pr- Vopke ez SLZTE Trey 23 tee

SALT LAKE CITY, UTAH REND LEVADL, TUZ ", AT0200 A



Computational review of Rocky Mountain Mountain Geographical Corporation
Certificate of Analysis for Valorex Corporation. Sample numbers 7080 B -
7082 B (Fire Assay - Gold).

Sample taken September 29, 1981

Sample No. Sample Weight ' Average Assay - Gold'in Sample
v (in tons) X (0z./ton) (in oz.)
7080 B - Head ( 53 lb. _ 0.1621@5
7000 1bs.) = .0265 6.117
(1.012 1b. y
7081 B - Conc§n. 7000 1bs.)" .000506 342.280 0.1731936
7082 B - Tat1s GLI08IbS. _ op50q, 0.353 0.0091758

2000 1bs.

B Ibtai Gold in Concentrate and Tails ‘d.i82369&

Caluclated % Gold Recoverv: -
Gold in Concentrate/Gold in Concentrate and Tails —

.1731936 "
1823604 =~ 2.0k
Calculated Head Assay:
Gold in Concentrate and Tails/Sample Weight of Head -
0.1823694 = 6.882 oz./ton
L0265

Relationship of calculated Head Assay to Average Samnle:
Calculated Head Assay/Sample Head Assay -

’

[oa]
o
(9]
[)

= 1134

>
—
—
~I1

Comversion Factors:

lJ-trov oz. = 31.1035 grams, 453.5 grams = 1 1b.
14.58 trov oz. = 1 1b., 2000 1bs. = 1 ton



Telephone 363-3302

n\"ilit‘

NUMRER

(21-A Hends

2.'0=-a Cons

nR21-A\ Tails

7N80-A Heads

7021-A Cons

TSN Tails

RESULTS PER TON OF 2000 POUNDS
o Oct 19. ]
GOLD
Ozus. per Ton

0.100

12.400

0.030

6.240

258.590

0.345

1093.4

IHand Sample Serial

Valorex Corp

................................

ASSAY REPORT

UNION ASSAY OFFICE, Inc.

BRYANT L. LARSEN, President
G. P. WILLIAMS, Vice President
JAMES G. STRATTON, Secretary
A.S. JOLLIFFE. Trrasurer
P. O. Box 1528
Sait Lake City, Utah 84110
(801) 363-3302

LEAD

Ors. Prr Ton|| Par Cant

COPPER
Pear Cont

INSOL.
Per lCanl

Per Cent Par Cent || Par Cent || Per Cont

Par Cent Par Cent

SULPHUR IRON LIME W

IINTITINTE BN

(haroes § 60.00. .




Computational review of the Assay Report from Union Assav Office, Inc.

for

Valorex Corporation. Sample numbers 7080 A - 7082 A (Fire Assay - Gold).

Sample taken September 29, 1981

Sample No. Sample Weight X Average Assay _
(in tons) (0z./ton) -
7080 A - Head (53 1b.  _
2000 1bs. )~ .0265 6.240
7081 A - Concen. (1.012 1b.
2000 1bs.)” -000506 A5k 32
7082 A — Tails (51.988 1bs.

Total Gold in Concentrate and Tails

Calculated 7 Gold Recovery

Gold in Concentrate and Tails/Sample Weight of Head - 4%%8%%2% =
Calculated Head Assay:- : ’ i39814&

Gold in Concentrate and lalls/Sample Weight of Head 6765———
Relationship of calculated Head Assay to Average Samplé: 2';28

Calculated Head Assay/Sample Head Assay -

CONVERSION FACTORS:

l1-troy oz. = 31.1035 grams, 453.5 grams - 1 1b.
14.58 troy oz. = 1 1lb., 2000 1lbs. - 1 ton

Gold in Sample
(in oz.)

0.1653600

1308465

.0089679
.1398144

93.6%

5.276 oz/ton



SHABALL T-SORATORIES

AN

60C £AST 1180C SOUT=
DRAPER  UTA»  B4D2C

D C O N S U L TI N G Telephone 571.3£%%

Clierth

Sample Number:

Date received
Submitted by

Samples analyzed for:

Qertifirate of Analysis
October 1, 1981

Valorex Corporation
2351 South 2300 west
Salt Lake -City, Utah 84119

7080 - 7082

September 29, 1981

Samples taken by G. Lyn Kimball for and in behalf of Valorex

Corporation
Gold, Silver

Resulty;

Remarks,

3 // . _//.." ,
_75, . /7 v ,~/, A =
, - v .

Cy

G. lyn Lintell, Fanager

Sample No. Your Sample No. Gold (oz/ton) Silver (oz/ton)
7080 | . Head Sample 1 - 3.424 36.263
.. Bead Ssample 2 2.784 . 36.48¢8
Average: 3.103 36.376
7081 Concentrate Samplel 336.25 B29.66
Concentrate Sample 2 334.09 843,26
, Average: 335.171 B36.46
7082 Tails Sample 1 0.116 7.83
Tails Sample 2z 0.191 7.40
Average: 0.154 7.62
Weight of Keacs into Gicantcgrator: 53 1lbs
Vieight of Tails (Head vt - Ccrn wt): 52 1lbs
Weight of Concentreztes: 459 grams
Concentration ratio (wt heezde/wt cong) 52.4
Calculated Head hcseyv: (20i¢)  €.544 (Silver) 23.4%2
Calculated % Precicus Mztg!
Recovered in Ceoncernirsior: €7.7 % (Golé)
E2.4 % (Silver)
> .
ﬁ;{¢z£(ﬁ((y¥‘



WILKINSON ASSAYS
ASSAY REPORT
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;/ ' ASSAYER'CHEMIST-METALLURGIST‘HEFINER-GEOLOGIST'MlNECDNSULTANT ' ‘; ff &
W L
| CHEM.TEST [CHARGE [WEIGHT USED[DATE |PRICE PER OZ. ] 0ZS. PER TONIGRAMS PER TONIVALUE PERTDN]H A
/\
i3
GOLD T |
| Brool v oz, k] & w56, \ 4.0 %\ 58&.33 iihye S
_ SILVER W 4] Heoo u 1\ B10.70 (@) $.3°° v} 90 1&}"'-5:3\‘ 1
B O 1 ars A a 2.~ (7, %
[cobmraz, :;_g;__. ) N DS ST — PN IR Yy ., 1A
LEAD :“'; 1 ';- b g \}
2 SN RPN S
PLATINUM | yg,00 " T I B RS o} 3040 |y anak]E
PALLADIUM G B P o by (
, i
PAID IN FULL X REE MILL ORE TELLURIDE ORE [EHLORIDE ORE ;
MICRON SIZE ORE SULPHIDE ORE | X | v~ SELENIDE ORE SULPHATE ORE :
(4 e .
— M ELVIN A%LLE__ M VEiN LANAOW
SUBMITTED ' BY . SAMPLE & ASSAYED  BY .

ASSAY BASED ON SPECIMENS LEFT AT LAB. ONLY_ BASED ON ASSAY TON OF 2020 LES.
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STATFMENT OF CHAS. H, DUNNING, DIRECTOR OF THF, nRIZONA DEPARTMZNT OF
MINZRAL RESOURCES REGARDING THE DISCOVERY OF AN OLD MINT VORKING AT
: : ~ GOLDFIELD

/ I have inspected the wor%}pgs on two occasions at the request of
Mr. Alfred Lewis and Mr., Tom Russell, and 1t appears to be a true
"antigua®, or mine opening that antedates recorded bistory. The dis-
covery was made within a stone's throw of the old Goldfinld Mine
workings which are reported to have produced over a million dollars in
sold.vbut 1t apparently is not connected with those vorsings and seem-
ingly was entirely unknown to the operators of the Goldfield.

One must visualize a vein fprhation or mineralized zone somewhat
over 100 feet in width running parallel to a prominent wash and cx-
tending partly into or under the wash and partly along its bank., At
one point a emall promontory of tho rather hard quartzose vein material
Juts out into the wash and forms a steep bank., In the wash, close to
thia.cl;rr, Lewin disooveiod an ancient oribbed shart'dipping out

under the wash at an angle of about 70 degrees.

The working was discovered accidentally but not without sensible

reaton, 'The little pruﬁéhtéfy of vain matter carried quartz stringers

e . , . . .
showing only low values on the surface. Lowias felt that these atringers

might become bagher grade with a litdle depsh, eo Be planned to sipk
down in the wash a short distance and then crossout back into the hard
wall. About two feet below the wash level he began to encounter old
ironwood logs, and a little deeper these took shape a8 a cribbed (like

a log cahin) chufe or shaft, completely filled with wash material,



2,

The size of the opening inside of the timbering was only about
18 x 36 inches - too emall to work in - so Lewis had to tear out the
oribbing on the lower side to make room to excavate further. The fill
on the underside of the cribbing extended a short distunce to a wall
which approximately followed the dip of the shaft. By excavuting out
to the wall Lewis gave himself enough rooﬁ to work while still leaving
- three sides of the cribbing intact.

Itiaoon beoﬁns evident thgt the wall had been the 1imit of am old
mining éxonvation, and the area in the vicinity of the shaft was a
mined out and filled area. -Tool marks on the wall show that it hed
been scaled off, and remnants of qQuartz sampled by Tom Russell assayad
$40.00 per ton in gold.

The f1ll on the outside of the cribbing had bee; carefully placed
by hend even to rocks baing-chinkod in between the logs. This rill
material is such as might hﬁve come from a mine working waste dump after
the high grade had been extracted)and was not wash material. 1Inside the
oribbing the fill is entirely wash material suoh as would fill any
opening if a oover over the opening had given way and a flood hed taken
place.

All oribd timbering was done with heavy tronwood logs - mome of
them 10" in diameter. Oceasional pleces of completely rotted mesquite
are encountered in the inside fill, indicating that a cover or bulkhead
of this materiel had been used, and later had rotted amy parmitting a
flood to fill the shaft, )

At the present writing Le;ia bhas excavated about 25 fest and the
timbering and fill is continuing. '

It 18 impossible to accurately estimate the age of the timbering

but it is no doubs very old. All bark and an ouger layer of the iron-
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wood has disinte{grated. and even mesquite will last a long time in a
mine. A section of one of the ironwood logs was taken to the tree Ting
laboratory at the University of Arizona but they advised that it was im-
possible to determine its aga.

If the work was done with the idea of concealment one could scarcely
imagine a more thorough job. The timbering was done for permanency and
a% great expanditure of labor. And it must have been done from the
bottom up, precluding any idea of a "prospect™ shaft. It then atoéped
abruptly a couple of feet below the wash lete{ whers a log cover could be
overlain with wash gravel, some brush dragged over it; and the first rain
would obliterate all traces. Its relation to the promontory is such thet
floods down the oreek would tend to pile more gravel on top of 1t 1nateaé
of expose it. If one planned to come back in a reasonable time there

would be no use making the cover of iromwood, but i{f one planned to have

the shaft itself intact indefinitely the ironwood oribbing would be ideal.

The formation is one in which it 1s reasonable to expect high grade
gold pockets and if the Spaniarda, or the Dutchman, or whoever it wos,
found such an outerop, mined it down from tﬂ? surface, and then wished to
leave 1% for a while but conceal 1%, there could be no more perfect way
than to put in such a cribbed opening for access, fill in around it and
cover it ovar.

‘Iha answer %o mSEt high grade gold pdcikets and lost mines is that
they were amall and worked out, and that may be the answer in this case,
But the nature of the work indicates that it is a true "antigua®™ and that

it was cleverly arranged for concealment.

rebruary 4, 1949 WM
. W i, o & s N4
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CHARACTER OF THE ORE BODY

The ore body is apparently that of a shattered vein type with gold appearing
free in stringers and rocks, which is enclosed in a mineralized zone of

rholite combined with ferromanganese. From previous reports written over

the last hundred years, an ore body has been established that runs from

north to south for a distance of approximately 7,000 feet with a width at least
1,000 feet; From the exploration down on the Mammoth properties, the depth

of the ore body is known to be at least 1,000 feet, and there is no reason

to doubt that the depth may extend at least another 500 feet.

This does not include numberoud outcrops and mineralized showings outside

the area that have been previously worked.

CONCLUSIONS AND RECOMMENDATIONS

After having spent approximately 45 days on the property and reading volumes

of reports and data written as far back as 1898, it is my professional opinion

that a vast ore body exists to unknown depths. As the deposit is of a porphyry
origin, there is a possibility that at great dep;h, the gold and silver

values may be replaced by a vast copper ore body. These conclusions are

drawn from the presentf to the north of the mammoth of an iron pyrite mine,

and of drill reports from claims on the eastern boundary that have encountere-

cholcapyrite to a depth of 110 feet. Also, native copper is visible in the

concentrates when viewed with a 60 power microscope.

A vast drilling and sampling process is recommended to establish reservegq on

the limits of the ore body.

It is my recommendation that a small pilot mill, approximately 5 tons per day,
be tstablished on the Black Queen property. As the values are extremely hi_h
in gold, expansion of the present cperation should commence immecdiately. Witn
ore in sight, it is my feeling that a constant mill head of appreximately

200 ounces of gold per ton could be fed through the pilor =ill for at jca--
the next five years. Thiswill generate approximately $3509,000.00 EBE i,

a large portion of the proceeds cculs be used for a large €rilling zud =re:

operation to establish the extents znd the values of the ore beds.,
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INTRODUCTION

This report is prepared at the request of Sierra Resources, Inc. by its
officers, and will cover the Goldfield Mines, Inc. claims which consist of

one patented claim and 51 unpatented claims. The claims cover an area of

/0

The claims are as follows: Mammoth (patented), Mammoth #2, #3, Annex,
Laurence, Tom Thumb, Indian #1, #2, #3, #4, #5, Black Queen, Black King,
Mother Hubbard, Mother Hubbard #2, Clark Oliver, #5, #7, #9, #10, #11,
t12, #13, #14, £15, 16, #17, #18, 719, #20, #21, #22, #23, #24, 925, #26,
#27, #28, 929, #30, #31, #32, 433, #34, #35, #36, #37, #38, 739, #40, and

#43.

a e

Two claims which have the heaviest concentration of work, and have producad
the largest amounts of gold are the Black Queen and the Mammoth. ‘Therefore,

more attention will be given to these particular claims in this report.

However, the writer has walked over the entire property and examined the
entire area, and feels that with proper development, these claims could

become one of the largest gold producing properties in North America.
LOCATION

The Goldfield Mines are located approximately 35 miles east of Phoenix,

Arizona, and are accessible through highway 60 and highway 88, which cuts

through the properties.

Highway 88 is a very good paved roai and many roads criss-cross the 1,040

acres. (See Map)



GEOLOGICAL HISTORY

In Archean time the country rock was primarily an undisturbed granitic

batholith, and this formation probably constituted the earth's lithosphere for
the early part of the period. Pre Cambrian faulting resulted in a plane of low
resistance traversing the batholith. Probably contemporaneous, or as a close
sequence thereto, was the injection along tnis rupture of an intrusive mass
crystallizing out as pegmatite. The pegmatite ascended along the fault plane,
and nearing the Pre Cambrian surface, the horizontal and lateral resistance of
the older wall rocks was less stable as against the super-pressure exerted by

the magmatic pegmatite with the conséquence that the walls of the primary were
forced apart by the intruding mass to an extent consistent with the proportionate
degree of fesistance exerted by the wall rocks. The resultant mass solidifying
between the displaced walls formed a pegmatite chonolith. Radiatinyg along fracture

planes in the older wall rocks are many injected veindikes of pegmatite magma.

The pegmatite probably extended to the Pre Cambrian surface but, owing to its
Structure, pegmatite resists weathering and erosion to a lesser degree than the
more compact granite serving as its wall rocks. Early Paleozoic (Cambrian)
weathering disiniegrated the pegmatite and apparently the chonolith was eroded

to a depth of 400 feer, and perhaps deeper to the East, however, movement élong
the master fault planes resulted in an upthrust of the footwall rocks to the
extent that the Cambrian erosion elements became more quescent; probably due to
segmental uplifts in the older rocks, forming barriers that precluded the intense
erosive action of previous torrents. With more quiescent conditions the process
became one of deposition with silicification where favorable. This deposition

in the form of a fluviatile piedmont plane was made up of quartz and other frayg-
ments, both transported and local, which when consolidated formed quartzite, or
graywacke, conglomerate as the bonding constituents permitted. Following this
was a period of slow, long-enduring, disintegration of the conglomerate effecting
for the most part the conglomerate predominently graywvacke, as cwing to the

csilicious bond in the quartzite that rock was more stable.

Tcwzrd the e¢nd of the Faleozoic era (Permian) this disintegration ceased,
ang t.e process of.recementation of the residual procducts took place in a
relztively short period of time. This is indicated ty the fact that the resicdual

reccrentation is an arkose-graywacke continental conglcmerate. The arkcse is
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especially predominent along the basal contact
Pre Cambrian pegmatite. Few quartzite pebbles

and on the surface an unconformity is observed

of the conglomerate against the ‘
are noted in tne later conglomerate

between the remnant Cambrian

Quartzite and the recemented arkose-graywacke.

Since Permian time no great change is evidenced locally with the exception

of a very considerable movement having taken place along the fault planes. The

hanging wall fault, owing to its great length and depth, is amenable to the

reactions of adjustment in the igneous rocks within an extensive area of the
earth's lithosphere. Regionally there have been extrustions of volcanic lavas,

probably late Cretaceous, such as basalt, thyolite, trachyte, and andesite,
however none of these have any relation to the problem under consideration. A
basaltic flow traverses the property and fragments of the other lavas are to

be found in the unconsolidated alluvium overlying the Permian and older

conglomerates.

Considerable movement along the master fault pPlanes since their primary shear
is ev1denced not only by pegmatite fragments in the breccia, but by vertical

displacements of the wall rocks. That these events have been accompanied

by ascending vapors is evidenced by the silicification of the Cambrian conglomerate

superimposing the Archean fault zones. Along fault planes in the conglomerate

silicification was extensive, and enrichments of gold ores deposited forming

the surface ores. This condition should obtain equally as rich in the con-

glomerate superimposing the footwall fault.

SUIMARY OF HISTORIC GEOLOGY

The Historic Geology may be summarized thus:

Firsc: Undisturbed granite batholith.

Second: Fauvlci in a North and South plane in the batholith.
Third: Injection into this fault rupture of pegmatite magma which
forced ccmponent parts of wzll rocks apare.

Fourth: Centinved mevemenz in ploios of favlting built up wide
fault cones which in ifurn were heavily mineralized.
Fifch: Erosion of less stavie Pepméetite with later faulting of

-

foot wall with up thruct.
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Sixth:

Seventh:

Eighth:

Ninth:

Arresting of erosion and the gradual building up in Cambrian
time of piedmont plans composed of the detrital material
from granite and pegmatite. The latter is predominent.
Areas of this material consolidated to a quartzite, or
graywacke as conditions favored.

A long period of weathering (Cambrian to Permian) disinte-
grated the conglomerate, particularly the graywacke.

During a short period of time (Permian) products of disinte—
gration consolidated into residual arkose conglomerate.

Weathering and leaching (Permian to and including Quaternary
Recent) has extensively returned solubles to belr of

cementation.

In the above outline of the geologic history consideration as to their

occurrence is taken of all the three great classes of rocks in the earth's

lithosphere.

An outline of the physical conditions, and the characteristics

of these rocks is as under:

1. 1Igneous - The granites in mass as a batholith. The pegmatites as an

injected choloith along a low resistance plane in the batholith,
and also as vein-dikes in fracture planes in the wall rocks,
contiguous to chonolith. Basalt as an extrusive lava flow.
Minerals of the igneous rocks grouped according to their order
of crystallization in solidifying as as 1) iron, 2) ferro-
magnesian silicates (Olivine, Pyroxine, Amphibole, and Mica),

3) Feldspar and Feldspathoids (Plagioclase, Orthoclase,
Nephelite, Leucite, and Analcite), 4) quartz (in acidic rocks).
Pegmatites being the produce of magmatic interior of semi-
solidifying igheous rocr are obliviously ccmposed of a
preponderence of those minerals which would solidiiy lastly,
such as quartz, feldspar and some of the ferromagnesian
silicates. Basalt cwing to its more sudden cooling is s .ine
grained rock. All the constituents cool to a more hcmegenious
mass, i.e., before they have had cppertunity to cool selecrively
as individual appregstes. The grenites normally haws

characteristic light coler, howewesr lecalilw Circularing soclucien:

-
1
’
[B]

have added a prejenderence of ferrcmagnesicn minerzle

unoxidized give thece rocks a grewn color. The basals -o dork
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gray to black owing to an excess of dark silicates (Pyroxene

and Olivine) and magnetite.

2. Metamorphic Rocks - The quartzite and graywacke conglomerates while ori-
ginally a sedimentary are metamorphic by reason of their
being bonded by newly deposited silica, or silicates, and if
metamorphism is complete the rock is compact and will not retain
cleavage along previous aggregates., The contact metamorphic
pegmatites are in various stages of alteration from gneiss at

. the fault contact to that showing various stages of change

affected by gaseous ;ccensions and circulating ground waters.
The pegmatite fragments making up, in part, the fault breccia
are highly metamorphosed By heat and pressure, along the
gasses and solutions traversing the fault planes. Colorinyg
of the quartzites is brown to red oving to oxidation of their
component dark silicates. These rocks and those of contact meta-
morphism have the following mineral constituents of 1) quartz,
2) feldspars, 3) biotite, 4) muscovite, 5) hornblende, 6) epidote,
and 7) chlorite. The graywacke has in addition to tne above

ferromagnesian silicates.

3. 'Sedimentary - These rocks are the residual products of former disintegra&ions.
The arkose conglomerate makes up the bulk of this formation. The
sedimentaries retain the constituents, less oxidation, hydration,
etc. of their former aggregates and in addition feldspar and
newly deposited ferromagnesian silicates. Where oxidation and
weathering has broken down the ferromagnesian constitutents the
color is brown to red depending on the degree of oxidation. Where
unoxidized the color is green. Phenocrysts of feldspars are pre-

dominently white in the arkose ground mass.
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The character of the ore body is that of a shattered vein type with gold
occurring free in streamers and in the rocks. Gold shows in cuts that area in
the side of the form in matted like masses and much find gold can be seen in
many of the rocks that are found in the area. This appears to be a large
deposit which has been altered greatly and the resulted minerals being pri-
marily of gold with some silver. Previous geological reports have shown the
gold is associated in most areas and on most claims. There appears té be a
deep strip approximately two to three hundred feet wide and more than 7,000
feet long judging from samples that were taken from the properties. This
does not include numerous outcrops and mineralized showings outside of the
area that had previously been worked in the 1950's. From all appearances
the ore body is possibly scattered throughout the entire area perhaps as
much és 1,000 feet wide and in places at least a mile long. A great deal of
attention has been given to the ore deposits that were in the old Mammoth
Mine and the workings thereof. These working and vein material has been
described in detail, however, little attention has been paid to the tertiary

ore of the existing deposit.’

The Cenozoic ore when ore products were established during the tertiary climatc
and produced the uplift of the Sierra Nevada resulted in the erosion of the
Mother Load gold veins and deposition of Californian and Peruvian gold plassers.
There are important gold veins of tertiary age at Cripple creek, Colorado, .
and Gold Field, Nevada. Tertiary igneous intrusions are current for a large
portion of mineral wealth of the Rocky Mountains and Latin America. Silver
deposits at Park City, Utah, and of the Comstock Load, Virginia City, nNevada,
and in Mexico and Bolivia date from the tertiary period. The huge copper mines
of Bingham Canyon, Utah, and similar copper mines throughout the JWestern Hemi-
phere are also of tertiary deposits. The assemblage of fossils recording major
oscilations of land.and sea is now the criteria for dating tertiary rocks,

except for a short interval during which the oceans reached the intericr by the

way of the Mississippi Valley and made a brief stand in the Dakotas of iHorth

i .
Reli Db Belic
fwiiw e e G o
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-

Hence, tracing the changing patterns of land and seas so vital to the study of

past eras is not applicable to the study cf Cenozoic geology. 1Instead the
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events of the Cenozoic era are best summarized by discussing them from the
standpoint of the major physical subdivisions developed during this era. The
Gulf Coast Plane from Florida to Yucatan was occupied by the sea in a broad
curving band vhich extended inland at the Mississippi Valley nearly to St. Louis.
The river and its tributaries imposed a swampy typography upon much of the
Southern coastal region of the United States. As the Mississippi Delta grew
seaward to its present position, the body of the Gulf of Mexico subsided
rapidly under its heavy load of sediment creating a troft referred to as the
Gulf Coast Geosyncline which parallels the shore line of Louisiana and Missis-
sippi. PugsAof rock salt forced ufuard into the overlying strata and dis-
tinctive feafures of Gulf Coast structure being now known as salt domes. The
Colorado plateau region lies in the American Southwest in Arizona, Utah,

New Mexico, and Colorado. The repeated .uplift during the Cenozoic era arched
the mesozoic rocks of this region into a broad dome several thousand feet
above sea level. As erosion stripped away a considerable portion of these
comparatively horizontal formations, a spectacular series of step like cliffs
was formed as a result of the alternation of hard and soft beds that charac-
terizes the sequence. Continued uplift rejuvenated the rivers which proceed to
incise canyons of profound depth. One of these is the Grand Canyon, carved

by the Colorado River, and over a mile deep. The basin and range province
occupies the central part of the Mid Cordilleran region of the United States.
Its north trimming mountains are tilted fault blocks of tertiary origin. They
are surrounded by wide flat bottom desert valleys filled with sediments, which

have piled to such an extent that some of the isolated mountains are fairly

well burried in their own debris.

1t is at this point that the tertiary arca becomes applicable to the ore

depcsit in question. Considering the valley floor and the location of the
Ll

pr>.2rty a tertiary river or ancient river has been located running from

nerih to south, This tertiary river carries in a form of free gold content.
Frece golé being developed from various geological activity in relation to
cihicr geslegical occurences are shown in this recport. Due to the physical

various c2lts and mag=a intrustions which preceded the

cémiztion in the

re

e

'
re

izry area, a great desl of gold has been assimilated in many, nany deposits

<.y
P

hreurhout this prejerty area. The quarts, feldspar, and ferrcmagnesian

e
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silicates are also contributors to the disposition of the gold and gold on
surface including in vein like material. This occurrence as in relation to

the intrusive masses crystallizing out of pegmatite and the pegmatite accession
and the fault plains. The pegmatites between intrustions is highly crushed in
addition to metamorphism. Footwall country rocks are also crushed. Faultings
have shown favorable samples and the brecciation along all faults in well
developed and the pegmatite between walls is in a high state of metamorphlsm.
The contact metamorphism shows high mineralization and excellent gold distri-
bution. 1In conclusion, there .appears to be major mlnerallzatlon throughout

the deposit in as many as three different geological occurrences, maklng this

deposit a major mineralized deposit and potentially a very major gold producing

property.
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PROPOSAL - GOLDFI.  (INES : od Strong Lewis,E.M,

box TL42, Phoenix,Arirona

GOLD PROPERTY This property contains about 200 mores and has produced over one

million dollars in gold bullion shipped to the U, §, Mint.
PRESENT ORE RESERVES On the surface -

(a) Broken ore in mine dumps -
1,000 Tons Assay value $10.00/ton in gold
2,500 Tons Assay value $ S.OO/ton in gold
(b) Tailings left from old mill - 10,000 Tons Assay value $2.2% ton in gold
Profit recoverable from (a) & (b) 13,500 Tons estimated 415,000,
Underground workings = partially processed for mining = contain
Blook A = 255,000 tons ‘assay average value 36409 ton in gold
Blook B = 500,000 tons assay average value $3.00 ton in gold
Blook C = 14,000,000 tons assay average value $1.50 ton in gold

Profit recoverable from Blook A with 200 ton plant $800,000,
Profit recoverable from Blooks B & C not expeoted in initial stage.

OPERATING COSTS Very low costs for mining and milling the ores of this property

‘ can be obtained, The ore itself 1s aslready shattered and ensily
orushed to mi)lling size, It is all free milling, The olimate is mild all year around,
The distance to rail point 1s 20 miles to oity of Mosa and 36 miles from Phoenix, The
road from Phoenix and Mesa is paved for 32 miles and excellent gravel surfaced State
Highway the remaining four miles to property. Eleotrio power line and telephone lines
oross the center of the property, Water for milling and domestio use occurs at shal-
low depths The cheapest and most abundant labor market in the Southwest is Phoenix
which is also the distributing point for all provisions and mining supplies, Gold-
field is an isolated mining oamp producing gold only and has never been invaded by
labor Unions, All operations at this property are of such a nature that power equipe
ment may be used almost exclusively,

HISTORY Mine discovered in 1890, Within a few years §1,000,000 in gold bullion

was produced. JIn 1895 the inadequate timbering failed and the old mine
workings oaved in, The owner died., In 1910 the mine was reopened and extensively de-
veloped under new management fer a period of twenty years. The key man died. The
property was sold to present owners, who, just prior to World War II, sold off the
equipment. The original operator confined his operatlon to high grade ore on a small
daily tonnage basis and produced one million dollars. The next operator, having found
low grade gold values to exist in a very large area, conooived the idea and rigidly ad-
hered to it that the mine should be made ready to produce and proocess 1,000 tons of
this low grade ore per day., He expended one million dollars in this projeot and reach-
ed the stege of mine development where his engineers estimated that he had ore reserves
of over 313,000,000 which would be sufficient to Justify a 1,000 ton milling plant, At
his death he had part of the milling equipment on the property and had completed most }
of the excavation and foundation work for the plant, There were, howsver, unpaid :
aocoounts and no one left in the organirzation who could oompletse the large soale finan-
oing necessary to carry out such an embitious plan of operation. The final consequence
wag foreolosure and sale to the present owners.

IMPROVEMENTS ~ Tho value of improvements are appraised muoh below the original cost,

The actual value to a future operation would be greater than this figums,
Underground Mine Workings., There are over two miles of workings between the surface
- TR = - .and 1,000 feet in_depth 91399R51!Q§:!%19°' & 130,000

1 galvanized shop building and 1 dwelling L1, 000
Water Supply, drilled wells, tanks & pipe lines 1,750
Exoavation & conorete work for milling plant 1,300
Conorete structures convertible into use for CyanideMill ,12
Total appralsed value of dmprovements,...... 0,175

PLAN FOR OPERATION A plan has been worked out by which a small operation starting
with 10 tons per day then inoreasing to 50 tons per day will meake
the mine self~gsupporting, There would be 815,000 profit to be deriveg frow tynatment
fof the 13,500 tons of ore and tailings now on the surface. While this surface ore was being b’eawi%y cyahide
Jeaching, a new mine working would be completed, designed for Tow cost production of ore from undergrowd. . i oo
£.This initial stage can be put into oper- s ; - : e re
ation with the expJinditure of around $10,000., The noxt stage would be to gradually
inorease the operation to a dalily oapacity of 200 tons per day in order to reduce pro-
duotion costs to a point where underground Bloock A would yield a good profit, This
second stage may be financed either by plowing back the profits of the first stage or,
if more haste is dosired, additional finanoing oould be obtained as indicated in next
paragraph., The transition from the second stage to the ultimate large scale possibil-
ities of handling the enormous arens of low grade ore in Bloocks B & C need not be in=
quired into for a long time. In this initial operation a very cheap process, demend-
ing only simple .conorete leaching tanks will be used, saorificing a high economy in
. the percentage of gold extraction to gain a low figure for the amount of money require
ed to start the operation going, The peroentage of gold recovered in the initial
stags would be about 73% which, with gradual improvements, can be raised to 967,
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PLAN OF OFERATION A one yard gasoline-powered shovel and dregiine will be purchased
(preferably from Government Surplus). Betwsen 10 and 15 feet of
eond, gravel end soil now covering that part of the vein knowm as the Mormon*Stope
will be removeds The waste material from this stripping operation will be uged for
building & diversion dem to prevent flood vaters from again breoking into and damaging
the mine workings. A peried of 60 to 90 deys will be required to complete this stripp-
ing oporation, thus proparing this ground for produotion, Simultaneously with this

operation, the Lswis mill and mining equipment will be delivorsd to the property sad
installed, '

Immediate treatmsnt of stockpile ore of a 210,00 grado may be commenced at the rate of
10 tons per day by using two 30 ton tenks with a 6 day oyole of loamohing. This ore
does not require orushing and oan be prepared for oyanide treamtment as soon as the
soroening bins are set up, Thers is a sufficient tonnage of this ore on hand to carry
the operation for e period of six months. Within that samo period the milling equip~

ment will be installed and produotion brought up to 50 tons per day with ore from the
Mormon Stope.

The grade of ore to be handled has besn set at $6.00. This is the average grade arriv-
ed at by oombining all of the underground assays and other data whioh is availeble,.
This grede oen be chonged at will, It would be Yowered by less oareful soleotion of
ore sont to the milling plant, It oen be raised to about §9.00 per ton by selecting
the best of the ocaved matorial, The main back-log of oaved material has an average
value of §9.17 per ton. This figure, as will be moon in the following enalysis, does
not inolude the very rich ccourrences of gold which are known to be irregularly dis~
tributed in the caved materinl,

To got a fair ploture of the real oxpootation of tho reward to coms from opening up
this old Mormon Stope it is necessary to go back to 1895, At that time Chas, Hall was
systematically developing the mine and shipping 150 lbs, of gold bullion at intervals
of three weeks, Thess shipments ocontained from $L0,000 to $60,000 in gold at the
present prioce, and had been made regularly for a period of several years, Without
warning, and within a period of only a few hours, his entire mine workings were wreck-
od by the inrush of water during a flash flood coming down the hitherto dry wash which
had been undermined. He had taken out over one half million dollars of very high grade
gold ore from the Mormon Stope and an equal amount of medium grede ore from other
points along the vein, He had many thousands of tons of ore developed and held in re-
serve for future production, His entire mine operation came suddenly to an end, His
mine whioch had been producing from $2,000 to $3,000 por day ceased to exist, It was
oaved in, That oaved part, from the surface dowmn to 300 feet in depth and contnining
untold riches in fabulously rioch stringers of wire end orystalized gold remains today,
Just as it was at the time of Mr, Hall's death.

¢
Mr, Geos U, Young during a soore of yoars beginning in 1910 mede several herois efforts
to ro-open thess old oaved workings by orthodox underground mining mothods, Upon seve
eral ooonnsions ha was able to partially open this oaved ground end hold it for brief
periods of time but before he could bogin oxtreoting the ore, his timbering would ocol-
lapee and this method wae eventually proved to be a complote failurs, v e

1t oan be re-opened now by the use of modemn power equipment and open pit mining
mothods, It ocen be made to produce with the sems or greater output than was ever
reached by Chas. Halle Ounly a small segment of the mineralizod zone was mined out.
His operation end produotion was only a semple oompared to the latent future possi~-
bilities of this mine. Fortunately, during the period when these workings wore tempor=-
arily ascessible, Mr, Young's enginsers took soms 98 samples of the caved "muck" of
the old Normon Stope from points along the levnl at a depth of 120 feet below the sure
faoss The aversgs value of these samples 1s §9.17 in gold per ton, The material
serpled was the general run of oaved materials vhich consisted of & mixture of the low
grade wall rook and such portions of the vein which Mr, Hall in his mining operations
had passed by and left in the mins after removing the high grade portion of the vein,
The impertent thing to be oonsidered in relation to this averege value of $9.17 18 the
faot that all of the fabulounly rich ore had been proviously mined out from the looale
ities whore these 9B somples were obtained, At the time of the oave-in there existed

lergs \mtouched portions of the high grade ore at a slightly higher level and extend-
ing to ths surface,

Thess remaining sress ef high grade ore are now mixed in the caved material at many
unknor pointse They will be found soattered along several hundred feet of the vein
end at depths below the present surfaos aé shallow as 15 feot and extending downward
te 100 feet or more. 1t would not be practjoal to aoaroh for these hidden and
soattered portions of this Jemalry shop ore. The only sure method of finding and
mining all of them is by removing the entire mase of oaved materisl, This oan be
done systematically, thoroughly and eoonomically by the open pit mining method with
& powsr shovel end dump truocks,

The groat advantege of this opon pit mining is the extromely low coat psr ton of re-
moving this oaved materinl, Seleative mining can easily be ocarried on, Vasts rook
oan be discarded, low grade material con be stookpiled for future treatment, and the
medium grade ore can be milled at a good profit in the pilot mill which will be sone
struoted and will have a capacity of 50 tons per day.



SIDELIGHTS  Th! “opo.cy has definite evidence of a la.go ige of ore such as

Bl. B& Cs Cortain rehabilitation of old wo. .ugs and additions of
milling equipment will be required to make these low grade ores available, It ig my
thought that finanoing for this onlargement of operation may be seocured through a
public offering of stook. The purpose of the following sidelight is to display the
reason for my belief that this atook will praotically sell itself, The locality of
this property is the most highly publiciged point of interest within easy reach of
Phoenix. Buperstition Mountain rises preoipitously a mile high Just at the westemrn
boundary of this property, The nems of Goldfisld was used for this mining oamp during
the days of early aotivity long befors the disoovery of gold in the Nevada camp of
similar name. The legend of the Lost Dutohman Mine is definitoly tramoed to this im-
mediate section, The Apache Indians had gome hair-ralsing superstitions concerning
the whispering gods among the more fantastio pinaclos of the mountain from which de-
rived the neme Superstition. Paintings of the mountain have commanded prices up to
410,000, The Apache Trail Highway, famed for its mountain soenery, passes through the
property a few miles before entering the rugged mountainous reglon, Winter visitors
to Arirona are greatly interested in traveling this road and meny stop to look at the
Goldfield Mines, Only recently, while soms tests were boing made by the "panning
method" of ore left by former operators in the old mine dumps, a number of these cas-

stook available, This being the case with little or no work going on, it appears
cortain that this natural advertisement, augmonted by actual operation and small scale
production of gold bullion, will insure that a stook issue of several hundred thousand
dollars oan be marketed right here on the property, The nocessary organirzation and
qualifiocation to sell stock under the Blue Sky Laws of Arirona could be ocompleted and
ready by the opening of the coming winter season,

PRICE  The owners have set a prioe of $300,000 for this property, However, the im-
portant thing is that all of this purchase prioe 1s to be pald out of aotual
produotion of the mine in the form of a sliding soale of royalty payments,

The estimated value of the improvements and the profit recoverable from surface ore
and underground Blook A is 8955, 175,

General form of contract to urchase Goldfield Mines = 1., Duration of agresmont five
years. 2, Purchase price $300,000., 3+ Royalty-sliding soale boginning at ¢% and ris-
ing to 15% to apply on ore up to the valus: of 230,00 per ton and a flat 30% on ore of
8 value in exocess of $30,00 per ton, All payments of royalty to bo oredited as pay-
ments on purchase prioce, Lie Customary olauses for continuous operation and development
of the property,

OPERATING SYNDICATE For the purpose of getting this proposal under way, it is pro-
posed to divide this projeot into 100 units; to offer 50 units
for subsoription at $1,000. per unit; to start operation under a Trusteeship as soon
as 15 or more subsoriptions are paid in; to olose the subsoription 30 days thereafter
and incorporate a company with ompitaliration of around %600, 000, issulng one per cent
of the oorporate stook in exchange for each syndicate unit. 1In addition to the units
sold to oash subsoribers Lewls is to recoive 25 units in exohango for 1, organization
and engineering servioes, 2. certain mining and milling equipment (the first ocost of
which was £10,000), this ‘equipment to be transported to the property from points elso-
vhere in Arirona at company expense, and 3, his interest in a ono-third ownership in
the property of the Goldfield Mines. The operation of the property will be so oon-
auoted’ as to permit oontihuous smell’ scale operations ror an 1hdérinite period but’
with a view of having sufficient evidence of value exposed by early Fall to justify
and support a price of $1,00 per share, which will bo the price sot in the Permit to
sell stook to the publios A gradual inorease in the soale of produotion oan be exe
peoted as operations are smoothed out ond without tho sale of additional stock to the
publio but with sales ooming in repidly next fall a quiok step-up may beooms posaible,

Submitted by. C%A,m/c:%-

Albsed Strong Lewis)

_____ _____-_huoﬂuhthanmaMmMIMOML______-~~_

Date

Alfred Strong Lewis
Box 72
Phoenix, Arigona

Reserve und give me the option to purohase ____ units of Goldf'ield Mines Syndicate at
$1,000. per unit, It is understood that when you have received reservations amountin
to 15 units on this form you will gend me a 1list of the subsoribers and final details
of the organigation plan, I am then to have ten days to investigate before making
final decision to exercise or rojeot this option,

Addreass: : %



TUTOTTES ORTY oy sva vilao Bv L0 DL gporavion 18 as follewsie -

Minin 3t por ton of ore with valus of $6400 I $1.00

Mil11. sost per ton of ore 2.00
Total cost per ton for mining end milling $3.00
Gold recovered per ton with 757 extraotion $4.50
Deduoting production costs per ton of ' 6}199
Not profit por ton 1,50

Daily production 50 tons. « Net profit per day $75.00

It should be understood that this figure of & profit of $75.00 per day does not take
into consideration the uncovering of high grade ore. Thers will be days when no high
grade at all eppears., Thers will be deys when the high grade may be expooted to oon-
tribute thousands of dollars, The whole idea of the plan is designed to meke a profit
on the general run of caved material and by removing all of it, to ferret out each and
every segrogation of high grade left in the mine. '

' 8oores of witnesses who had personal knowledge of the old Hall operation of the Mormon
Stope agres that untold wealth is ocovered up in these 0l1d workings, In eddition to a
profit of §75.00 per day to be derived from the removal of the oaved material, I ex-
poot one half million dollars of hidden high grade to be dimcovered and added to the
profit side of this enterprise within a period of two years,

The Lowis milling plant consists of a Jam orusher and baell mill with rated cepaoity of
25 tons por day. It is powsred by gasoline motor with line drafts and belting. By
the addition of soreening devices and dry crushing rolls this plant will prepare 50
tons of material per day for ocoarse leaching by the cyenide processs, There are ample
oonorete structures now on the property which at small expense may be convered into
leaching tanks to amcoommodate this 50 tons of daily intake of ores

Laboratory tests made by the Southwestorn Engineoring Co. have proven that 987 of the
gold oan be recovered from this ore by the oyanide proocess, Howsver, it is thought
better mining practice to smorifice this high recovery of gold in the interest of hold-
ing to a minimum the first cost of the installation of the milling plant. It has been
found by small soale tests that 5% of the gold in the ore may be recovered by grind-
ing the ore to a mesh such as ordinary sand and by doing it this way o large amount of
expense for fine grinding and handling the finely pulverized material nay be avoided.
Thus the loss of some 25% of the gold in our initinl program will be offset by mater-

ially reducing the necessary finanoial requiremonts to equip the mine and start pro-
duotion, ; '

Estimate of expenditures to bring the mine to a produstion of 50 tons per day

Mining equipment, shovel, eto, $ 17,500,

Stripping Mormon Stope end building Dem 3,000,

Delivery and installation Lewis Equipmont -~ L, 000,

Additional milling equipment, rolls, dump truok,eto 2,000,

Cysnide tanks and sccessories 2,000,

Organization-Corporate feasg, oto, 500.

Comp faoilities 1,500,

Laboratory equipment 500, ’
Resorve for contingenoies L, 000,

Total Requirement «....eoves § 25,000,

SUBSCRIPTIN  The subscription will be limited to 10 units at a prioce of §2,500 oach,
PROPOSAL When these units are all subsoribed a Company will be organized under

Arizonn Laws with a capitalization of $500,000 divided into 500,000
sheres of oommon stook of & par value of $1.00 each. The holder of each unit will re-
celve a stook oertifioate for 10,000 shares, lewis offers to exchange mining and mill-
ing equipment for 3 unitss his intersst in the property of the Goldfield Mines (being
a 1/3 interest) for 5 units; his orgenization and engineering services already render-
ed for 2 units ~ A total of 10 units to Lovwis,

SUMMARY
fsaued to holders of 10 units paying in §25,000 - 100,000 shares
Issued to Lowis for 10 units . ' - 100,000 shares
Total issued shares - 200,000 shares
Balence left in Corporation Treasury - 300,000 shares
Total Cepitalization .- 500,000 shares

Submitted by aﬂé/wmw

Alfred Stronéslowds
Toar off along this 1ine and mail

--—-.—..-s-—-—-~.--.~-——-—.—-—-.—-—-.—-—-~~-—-n»-aqn--y-.-—--.-a-‘
Alfred Strong Lawis
Box 71,2 Date

Phoenix, Ariszona

I am intorested to the extent of _____. units, Send subsoription form for
my inspeotion and final approval.

Addross:
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THE OLD WASP MINE S~ %
The preceding report on the Mammoth Mine contains important information that applies directly to
the adjacent Old Wasp. To avoid repetition here, the reader will be referred to parts of the Mammoth

Mine report that are applicable to the Wasp. The inconvenience to the reader is regrettable, but to
anyone reading this entire report, an unnecessary repetition would be equally annoying.

//\,;, -~ ﬁ' ) ' ’,//':' 1 /.v/,///j"
The Old Wasp Mine is offered for sale for U.S.$2,500,000. {/ 7\ p (?/i( o "’/ £ C AL A
Pk /J = /$

The Old Wasp claim adjoins the Mammoth claim on the south, along a continuation of the Mammoth
Fault hanging wall contact. While the Mammoth claim has some three miles of underground workings
sunk to the 1,030 f. level by 1925, the Wasp remained essentially a virgin property until 1983.

The Wasp is a 20.64 acre claim, patented fee simple absolute, with a quiet and undisputed title since
1893. The north half, upon which all development exists, is owned by Clay Worst and his wife, who /
live in the owner's residence at the mine. The south half is undeveloped, and is owned by associates /"< i
of Worst. The claim is crossed by hard-surfaced State Hwy. 88. A 3-phase electric distribution line ~=*¢%+C" ‘j/i/
and a 6-inch municipal water main are on the property, and a 45 kV substation is a mile distant. {—u A /
Aotz

The highest and best use of the Wasp would be if operated in concert with the Mammoth Mine by
a major mining company. However, since the Wasp has a perfect title, a known ore body and the only
currently operational mill at Goldfield, it is still a viable independen@&_oqghgaﬂer, operation.

The preceding report on the Mammoth Mine (page 4, paragraph 11) references the work of Kennedy
@in 1910 and Bedford “?in 1923. If Kennedy and Bedford were correct, and the ore emplacement
on the Mammoth was being fed from the south, then it was being fed from beneath the Wasp. Their
counsel was undoubtedly what prompted George U. Young in 1925 to drift south at the 1,000 fi.
level from the No. 7 Shaft (The Main Shaft) of the Mammoth Mine along the hanging wall contact
of the Mammoth Fault, and intercept the Wasp ore shoot at the 1,000 ft. level.

That this is the same ore shoot exposed in the bottom of the present Wasp open pit is well
established, for these reasons:

1) The surface exposure of the Mammoth Fault contact from the Mammoth Mine southward to the
Wasp was clearly in evidence when the properties were mapped in 1916 7).

2) If the fault contact in the bottom of the Wasp open pit is protracted downward on the average
westward dip of the Mammoth Fault, the calculated intercept at the 1,000 ft. level is within 5 fi.
laterally of the actual location as platted on the Mammoth worksheets ®!°

3) As the values in the Wasp pit are followed southward, they increase to a peak, and then decrease
beyond that point. The same occurred at the 1,000 ft. level. If the point of highest assay in the Wasp
pit is protracted downward on the dip of the vein, 90 degrees to the strike, it intercepts the point of
highest assay at the 1,000 ft. level ¢V,

4) Whenever extremely high grade ore is encountered in the Wasp open pit, it is associated with
malachite (copper carbonate) and galena (lead sulphide). The assay records from the Wasp shoot at
the 1,000 ft. level indicate up to 3% copper and 18% lead .

The south drift at the 1,000 ft. level in the Mammoth Mine is of great value in evaluating the Old
Wasp ore shoot. The following data can be verified by the Mammoth plats of the 1,000 ft. level dated
8/20/1925 ¥ and 11/5/1925 @1,

At station 1026, the drift entered the Wasp claim. Initial values were low grade, but the continued
extension of the drift was probably motivated by assays of 19.3 oz. and 21.1 oz. gold per ton, found
in this drift 57 and 69 feet prior to entering the Wasp.
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77 feet onto the Wasp, they encountered the beginning of another 75 feet of drift which averaged
0.70 oz. gold per ton. The central 30 feet of this 75 foot section averaged 1.12 oz. gold per ton. The
36 foot remainder of this drift averaged 0.51 oz. gold per ton. There is also a notation of 35 lineal feet
of "black ore 12 in. wide" that averaged 2.52 ounces. Individual samples of "black ore" at the 1,000
ft. level assayed up to 4.94 ounces of gold per ton.

This comprises 111 feet of drift averaging 0.634 ounces of gold per ton. These were daily car
samples, taken as the drift advanced, perhaps as representative samples as could be obtained.

No such "black ore" has been encountered in the Wasp open pit to date. However, in the entrance
ramp to the pit, near the south end of the mined ore shoot, the operators discovered a filled-in shaft.
The patent survey plat of the Wasp indicates all the shallow prospect holes, but this shaft is not
shown, nor is there any known record of it.

This is a 4 x 6 foot shaft, cribbed solid with modern mill-sawed timbers, but with short lengths of
hand chopped ironwood timbers laid just outside the modern timbers. None of the ironwood timbers
are much over three feet long. It appears the early Anglos found an old timbered Mexican shaft,
which they reopened and retimbered. The shaft is still evident at the 40 foot level on the entrance
ramp. It seeps groundwater.

The shaft is filled with black material, which has not been assayed. The shaft is located above the
south end of the vein of "black ore" disclosed at the 1,000 ft. level. The purpose or meaning of this
shaft is unknown. No attempt to clean it out has been made, as it is in the center of the ramped
roadway into the open pit, and opening it would block access to the pit.

Of significance is that a 12-inch width on the face of the completed drift at the 1,000 ft. level still
averaged 3.60 ounces of gold per ton ®. Obviously, the drift was not discontinued due to a lack of
values; it was discontinued due to the death of the operator. Accordingly, the actual southerly extent
of the Wasp ore shoot at the 1,000 ft. level, and its gold values, are totally unknown.

Gold values in the Wasp open pit are not as clearly defined. No assay records of the upper 45 feet
survived the original lessee’s office fire.

At the 53 foot level in the open pit, assays exist only for the south end of the ore shoot, where an
average width of 5.25 ft. averaged 2.20 oz. gold per ton for 30 lineal feet. At the north end of this
30 feet, an 8.2 ft. width averaged 3.48 oz. gold per ton, of which the 3.9 ft. next to the fault contact
averaged 7.68 oz. gold per ton. ‘Ne-meaningful assay records exist-nerth-of this point:-

Usually, the highest values lie in the first two feet of granite next to the hanging wall contact. As an
experiment, a 40-ft. hole was drilled in the bottom of the pit, starting one foot out into the hanging
wall from the fault contact. The drill rig was “eyeball” inclined to attempt following this two-foot
high-grade width downward. Samples were taken at five-foot intervals.

These samples assayed 8.7, 4.2, 3.65, 2.15, 1.90, 1.05, 0.90 and 0.75 ounces of gold per ton. This
hole averaged only 2.91 ounces. It proves nothing, as it cannot be known whether the values in this
two-foot width actually decreased with depth, or whether the drill hole drifted out of its estimated
one-foot width tolerance. There would seem a remote chance of drilling 40-feet with an air-track drill
and staying within a one-foot tolerance, with only an estimated drill inclination on an unproven dip.
The only assurance was that the upper five feet averaged 8.7 ounces of gold per ton.

To interpolate values between the present 60-ft. level in the open pit and the drift at the 1,000-ft. level
involves conjecture and guesswork. The point of highest value in the open pit at the 53 foot level was
3.48 ounces 8.2 ft. wide. Directly down the dip of the vein, 90 degrees to the strike, you intercept
the point of highest value at the 1,000 ft. level, 1.60 ounces of gold. Accordingly, the valugs at this
point at the 1,000 ft. level are 54% less than directly above this point in the open pit.%

The most complete assay records are those at the 1,000 ft. level, where 111 feet of drift averaged
0.634 ounces. If you split the 54% variation in half for an average, a 17% increase in value in the

portion of the vein overlying the 1,000 ft. level would be 0.805 ounces of gold per ton.
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An ore shoot 111 feet long by 8 feet wide by 940 feet deep contains about 38,400 tons of material.
At an average assay of 0.805 ounces, there would be 30,912 ounces of gold, at $289.50 an ounce,
worth $8,949,000.

However, the south terminus of the 1,000 ft. drift still assayed 3.60 ounces 12-inches wide, so the
values should not be expected to end at that point. Also, having proved only that values persist to
the 1,000 ft. level, there is no reason to assume they end at that depth. With only a probable increase
of 10% in length and 10% in depth, both very reasonable presumptions, the shoot would contain
about $11 million in gold values.

The foregoing arithmetic is really only conjecture, but there is no better existing data. Only a drilling
program will delineate and evaluate the existing ore shoot. The remainder of the unexplored
Mammoth Fault contact across the Wasp may reveal additional ore bodies.

The Wasp ore shoot ought to be drilled. Three slant bore-holes, calculated to cut the Wasp shoot at
the 250 ft., 500 ft., and 750 ft. levels, would give a general idea of what values lie throughout the
shoot. The outcome of that drilling may encourage additional drilling to further delineate the ore
body.

The 250 ft. intercept would require 320 ft. of hole; the 500 ft. intercept would require 640 ft. of hole;
the 750 fi. intercept would require 865 ft. of hole, a total of 1,825 feet of borehole; see the
cross-section plan enclosed “V. These really should be cored.

These slant holes ought to be drilled from the footwall side rather than the usual hanging wall side
for several reasons. The dip of the Mammoth Fault contact throughout the Mammoth Mine is a quite
consistent 87 degrees west, but therein a problem arises.

There were two different surveys of the 1,000 ft. level in 1925; one in August ®’and a resurvey in
October ). Apparently a mistake of exactly ten degrees was made in a deflection at station 1008 on
the August map, and a corrected map was drawn in November. This results in an ambiguity between
the two maps of 83 ft. laterally in the location of the Wasp ore shoot at the 1,000 ft. level. The
October resurvey is presumed correct.

If the drilling is done from the footwall side, and that presumption is wrong, no harm is done; the vein
would just be intercepted sooner than expected. However, if it were drilled from the usual hanging
wall side, and the presumption proved wrong, the vein would be intercepted much deeper. It might
be missed altogether at the 750 ft. level. This is illustrated by the enclosed drilling plan “V,

The footwall of the Mammoth Fault has never been identified on the Wasp claim. In the Wasp open
pit, the Mammoth Fault hanging wall contact between the altered latite (dacite?) on the west and the
granite on the east is sharply defined. There is a two-inch seam of fault gouge at the contact. The gold
values lie eastward in the adjacent brecciated, silicified granite. The highest values lie in the first two
to three feet against this contact. Then the values simply grade out eastward into the harder granite
dike, without a definite cutoff.

There is a further reason for slant-hole drilling from the footwall side. In 1983, Wayne Blood, while
drilling for the then operator, recovered 7-oz. and 10 oz. assays from 25-ft. depth from two vertical
boreholes about 25 ft. out in the intruded granite, near the path of the proposed slant holes.

They tried to intercept these values by horizontal drilling from within the pit, but failed. These two
drill holes did not define any particular structure as Blood advised there were a couple holes between
them that were "down in the tenths of an ounce." However, they might be intercepted by the
proposed slant holes if drilled from the footwall side. Also, the topography makes a drill setup far
easier on the footwall side. There are no records of the prior operator's drilling. They had an office
fire, with a loss of their records, about the time Clay Worst, the owner, called for an accounting and
terminated their lease for failure to pay royalties.



There appear to be four development options for the Wasp. The first would be sinking an inclined
shaft, following the ore shoot itself down the 87 degree dip. This would have the advantage of sinking
on pay ore, but faces problems created by the original lessees in 1983.

The high-grade ore shoot then averaged six to eight feet in width, averaged 13 ounces of gold per
ton, and was encountered under only four feet of overburden. It was five miles from town, had
paved-road access, water, electricity, and an owner/lessor who was totally occupied elsewhere. It was
a poor miner's dream come true. They should have started sinking a shaft on it, but chose to begin
a surface mine.

Surely they knew that pursuing an eight-foot vein as a surface mine would quickly result in a stripping
ratio that would end their operation, but would be immensely profitable initially. This evidently caused
them to "grab the easy pickings" and not pay royalties as promised, knowing their plan would
eventually be discovered and their lease terminated.

When Worst, the owner, called for an accounting, the operator reported $200,020. in smelter returns,
all from one refiner. Worst determined an actual total of $53 6,369., which included sales to six other
refiners, which the operators finally admitted. It may be presumed there were other sales that were
never disclosed. With a shortage of $50,452. in Worst's royalty account, he terminated their lease.
None of the royalty shortage was ever paid. -

Since a 20% deduction was taken for refining the “black sand” concentrates, the gross production
exceeded $670,000., taken from the top 45 feet of the Wasp pit. It may have been twice that amount.

Worst then entered an agreement with a second operator. They removed some 10,000 tons of low
grade material to lower the ramp to the pit. During this process they dozed out about 1,560 tons of
mixed lower grade ore. Some of this material was processed at a small mill they built on a nearby
leased property.

The mill was junk. Due to heavy down time they averaged only about two tons throughput per 8-hour
shift. The result was that with this primitive plant they recovered about one ounce of gold per ton,
probably not over a 50% recovery, since the head ore averaged close to two ounces. They were
losing the fine gold.

The tails were never assayed. The millsite was later leased to another operator who just hauled the
tailings away and then abandoned his lease.

Smelter returns from the sale of concentrates and dore' during that operation were $47,832. It was
obvious that this mill could not show a profit on two-ounce mill heads. Worst also discovered that
two of his then associates were involved in the non-payment of royalties during the previous
operation. He terminated the second operation.

Worst was left with $28,528 in unpaid bills, owed $22,342 in wages, and owed for $42,000 worth
of ore shipped from the property. None of this was ever recovered. If Worst sounds a bit paranoid,
it is based on bitter experience!

The Wasp was inactive from 1985 until 1992 other than sampling and assaying by Worst. The last
channel sample taken across the vein at the bottom of the pit then assayed 7.68 oz. Au/ton 3.9 ft.
wide, and 3.48 oz. Au/ton 8.2 ft wide.

In May 1992, as an experiment, they set up Rex Thompson's spiral classifier, actually a placer
machine, on the Wasp. No head ore was available, as the pit was then filled with water, so they ran
samples of stripping waste from eight random locations around the Wasp pit. They recovered gold
from every sample. There was nothing quantitative learned, since this was lode material that was
never crushed or ground to liberate the gold. It only evidenced that even the stripping waste
contained considerable values in the fines. A color photograph “® of the gold buttons recovered is
included with this report.
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Regrettably, all this left the Wasp>shoot in the bottom of a large open pit into which the surrounding

“«_ 5 acres of surface drains. Once committed to a surface operation, subsequent operations have

\\compounded the problem by further enlarging and deepening the pit. To continue mining the original
asp ore shoot as a surface operation is impractical, and would further complicate the problem.

~—Sinking a shaft in the bottom of the open pit would require some means of excluding surface water
runoff. One might extend a watertight collar upward from the bottom of the pit, aligned with the 87
degree dip of the vein to a point safe from surface flooding. To extend this collar to the original
surface, some 60 feet, and backfill the pit around it, would be expensive. The advantage would lie in
further sinking on pay ore with its attendant cash flow.

The second development option would be to go east into the solid granite that intruded the fault and
sink a vertical shaft. Then crosscut about every 100 feet to intercept the Wasp shoot, then stope.
Fortunately, the vein dips only three degrees off vertical, so the crosscuts would remain short. @

\
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The disadvantage is that you would be sinking and crosscutting@rrgn,r’@k{éfeatmgkgg cash flow. /| \/

<
(/ Also, you would have to leave considerable pay ore between the roof of the uppermost stope and the <<\
bottom of the present open pit, enough to support the weight if the pit were partially filled with /.
surface flood water. A diversion dike around the periphery of the pit might help.

currents on the northeast part of the Wasp claim, near the open pit. TheX discovered four anomalies
“2 " all within 30 feet of each other. o

~
&}pp— A third development option involves an electromagnetic survey Worst conducted with induced

They had only a percussion air-track drill and 60 feet of steel. They drilled the first anomaly, and only
averaged 0.10 ounces for the top 40 feet. Between 40 and 50 feet they averaged 0.70 ounces. It
should be noted that a loss of 50% of precious metal values in an uncased percussion drill hole is
common, due to the values getting hung up in the cavities and rough walls of the borehole. Even
reverse circulation drilling with a rotary Tricone bit has resulted in a 51% loss of metal values
remaining in the drill hole (California Mining Journal, Jan. 1988).

At 50 feet the drill hammer broke down, and they could neither continue nor withdraw the drill steel.

wnl They had the hammer repaired and managed to salvage the drill steel, but the borehole had caved
» k]
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};5‘ V{) complete the electromagnetic survey of the area surrounding the pit, as there may be other anomalies. |

beyond salvage. They do plan to redrill this anomaly, plus the remaining three. They also plan to )

If drilling these anomalies discloses another ore shoot, the third development alternative might be to /

sink on this shoot in pay ore, and then crosscut to the original Wasp shoot at depth. /
C A fourth development alternative would be to set a crane at the surface on the granite footwall side, AI'Z*T/'
C -, and attempt to continue mining the Wasp shoot with a clamshell. kf ‘~

The vein is sufficiently brecciated and friable at that point that no blasting has been required. All
mining has been done with a trackhoe and skidloader. The State mine inspector advises it is
permissible to clamshell to the 125-foot level. Whether this is feasible can probably only be
determined by trial. Worst plans to pursue it, but with some misgivings, as deepening the surface
working just compounds the mistake made by beginning it as a surface operation. The Wasp should
have been an underground operation from the start.

The Wasp pit makes about 1,500 gallons of water per day. A two-inch pump handles the inflow at
perhaps a 5% duty cycle. If not pumped, the static water level in the Wasp pit stabilizes at about the
20-foot level. However, it is questionable if this shallow water table existed at Goldfield prior to the
construction of Mormon Flat Dam, and the resulting Canyon Lake, to the north. Nevertheless, the
high gold values "in the grass roots" may have been the result of a supergene enrichment from
surface waters.

However, Bedford "?, in 1923, and others, state that the 1,000 ft. level in the Mammoth Mine still
had not reached what they called "the constant water table."



Following his report on the 1,000 ft. level, Bedford states, "Anticipating that the water level will be
constant at about the 1,200 level, and that the nature of the mineral deposition will change as outlined
under Historical Geology and that ore deposits of economical importance will be proven to be greater
in extent, and better in average values than those deposits now developed, I would strongly advise
that your main shaft be sunk an additional 450 feet from its present (1,000ft.) bottom."

If Bedford is correct, the true zone of secondary enrichment, with the richest ore, may lie even deeper
than the 1,000 ft. level, rather than being only a grass-roots enrichment found at the surface.

A final point on the Wasp ore shoot: There were individual high grade pods encountered in the Wasp
pit, these pods ran several hundred ounces of gold to the ton. They carried heavy galena and
malachite (lead and copper), while the surrounding gold-bearing vein itself carried little of either. The
most recent of these pods weighed about 300 pounds and assayed 244 ounces of gold and 56 ounces
of silver to the ton. However, assay records of the 1,000 ft. level indicate the gold-bearing vein itself
carried both lead and copper.

We have no geologist's opinion as to how these high-grade pods were created and got where they
were. But if the Wasp shoot at some depth were an actual vein of this material, from which these
% pods were detached and relocated, and that spot could be found, it could be very profitable.

The Wasp has a complete laboratory for both fire assay and wet chemical analysis, and small batch
refining. Worst is not a registered assayer, but took a course in fire assaying at the Mackey School
of Mines, University of Nevada / Reno, and has college level chemistry.

There is a 3-phase electrical distribution line to the mill, but the Wasp had access to cheap diesel fuel,
so we are running a GM 480-volt 60-kW generator with a freshly overhauled GMC 6-71 engine. With
the entire mill running, it pulls about 30 kW, so the generator has plenty of reserve capacity for
additional equipment. 120-240 volt single phase current is supplied from a public utility, but is also
available from the generator. There is bulk storage for 3,000 gallons of fuel. The Wasp mill was built
with new and used materials, and excellent used machinery, no junk.

The mill is designed to process about 10 tons of head ore per 8-hour shift. The mill flowsheet is a
simple wet gravity process. The head ore is dumped on a 3-in. grizzly; 95% passes. The 3-inch minus
is then hauled with a front-end loader up a ramp and dumped into an elevated 5.5 x 7.5 ft. bin.

We have a Syntron apron feeder for this bin, not yet installed. Ore then drops into a 6" x 8" jaw
crusher which takes it to about 3/4 minus, then into a 12" x 18" roller mill which takes it to about 3/8
minus.

Then up a 16" x 35' belt conveyor to a 5' x 7.5' bin with vibrator feeder. Then up a 12" x 10' belt
conveyor to a 4 % foot Hardinge conical ball mill with a four-foot long cylindrical screen on the
discharge. We are currently using a 30-mesh screen. Oversize is passed under a magnet to remove
tramp iron, then returned to the ball mill intake via a sand screw in closed circuit. The 30-minus
discharge goes to a distributor box, where it is split between two Stephens (4' x 8'") rougher tables,
which have new sand decks. Concentrate from the rougher tables go to a single Stephens (4' x 8')
finishing table, with new deck.

There are also two 3-R reverse spiral concentrators in the circuit. Rougher table tailings go to the first
3-R Spiral.

The cons from the first 3-R Spiral and the tailings from the finishing table go to the second 3-R Spiral.
Cons from the second 3-R Spiral, and the middlings from the finishing table, go to a sump where they
are pumped back to the feed end of the finishing table.

_ Tails from both 3-R Spirals go to a sluice box, then to a dewatering screw. Sand from this screw is
\{.L elevated by a 16" x 25' belt conveyor into a dump truck.

Tail water goes through t@OO gallon steel settling tanks in series, then to a 25,000 gallon mill
\/\ pond with plastic liner. Fronrthere a 2-inch pump recirculates the clarified water back to the mill.

Mine water supplies all needs for the mill.



W

A 2-inch service line from a 6-inch domestic water main at the Wasp boundary supplies any
supplemental water, which is used only for cleanup.

The roller mill and ball mill are in new condition; the jaw crusher, conveyors, tables, and other
equipment are in excellent shape. All motors except the tables and 3-R Spirals are 480 volt, 3-phase,
powered by the generating plant. The three table motors are 240 volt, single phase, and can be
operated on either public utility power or the generator. The 3-R spirals have DC motors with
rectifiers and speed controls, which operate off one leg of the 3-phase generator. Each sand screw
has its own independent hydraulic motor, pump and controls. Almost all wiring is in conduit, most
of it underground.

Concentrates from the finishing table are amalgamated, the amalgam retorted, and a dore’ bar poured.
The Wasp refinery can produce a 995 fine gold bar, but chooses to market the 750 fine dore’. The
smelter charges only 4% for refining the Wasp dore’. Since the Wasp cannot hallmark, even their 995
fine bar would entail this 4% refining charge, so refining to 995 fine would be pointless.

The Wasp mill's capacity is limited by the ball mill, which the manufacturer rates at one ton per hour,
grinding %2-inch hard quartz to 100 mesh. However, Wasp ore is very easy milling, the ball mill feed
averages finer than 2-inch, and already has a high percentage of fines. The mill is currently fed 1.2
tons per hour, which seems a bit under capacity.

The mill is just being placed in production as of this writing, so no current production figures are yet
available.

The Wasp owners have never solicited nor accepted investment money from anyone, which eliminates
any possibility of adverse claimants against their clear title.

Regarding an exploration license and purchase option, the owners would require the three drill holes
mentioned earlier, aligned to intercept the Wasp ore shoot at it's known point of highest assay.
Calculations for this alignment will be agreed upon prior to any license. After these three boreholes,
the developer may drill anywhere he wishes.

The owners require the results of the developer's assay reports as they are developed, and the right
to sample drill cuttings and split drill cores. The capacity of the Wasp lab will not handle the work
of two operators. Unless otherwise agreed, Worst retains sole control of the Wasp laboratory until
any sale is funded and closed. Worst also requires evidence of the operator's prior experience and
financial capability to develop an underground mine in the event it appears warranted by the drilling
program.

_The Wasf) was bought in 1978 by Worst and an associate, Cliff Sovig. They divided the property.
~ Worst took the north half; upon which all existing development was later done. Sovig took the south

half. Sovig died, and the south half is owned by his successors. The south half is undeveloped land,
mostly dacite, however the Mammoth Fault as platted 77 does cut across a portion of it. The owners
believe the property is worth more if sold as an integral unit, and it is presumed that a developer
would want the entire claim.

Residential land in the area, with utilities available, runs from $30,000 to $50,000 per acre, some as
high as $100,000 per acre.. This can be verified by contacting any area real estate broker.

The owner's residence was FHA appraised five years ago at $92,000. and is currently rated for
insurance purposes at $140,000. With the mill, laboratory and outbuildings included, just the surface
estate of the claim ought to be worth $750,000..

If drilling indicates there actually is $11 million in the Wasp ore shoot, the entire property ought to
be worth the asking price of $2.5 million. This is attributing only $1.75 million to the mineral estate,
as the buyer would still have the remaining value of the surface estate after the mine is depleted,

which value should by then be substantially appreciated. B
=y



Some speculative value fs attributed to the fact that in 1893-1895, within pistol-shot distance, $34
million (at today's gold prices) was taken out of two ore shoots on this same geological structure.

If a drilling program indicates the property is worth less than the sellers now presume, they may
consider a downward adjustment in the price. Such adjustment would be solely the sellers’
prerogative. The sellers will not index the price to drilling results in advance, as this excessively
transfers control of the price to the buyer. If the developer abandons the project after the drilling
program, he retains no residual earned equity in the property.

The owners are not soliciting lease offers, having already sustained losses of $143,000 from the
infidelity of lessees. In any lease event, the existing Wasp ore shoot may not be additionally mined
by surface methods without the owner's consent, the granting of which is questionable. Neither will
the owners accept any investment money or sell any fractional interests.

If a buyer/developer has other ideas, the owners will listen, but may not depart far from the outline
offered here. Meanwhile, until someone makes a proposal, the owners will continue with exploration
and development, during which the price and terms may be adjusted either way depending on the
results of the work.

The owners would consider reducing the $2.5 million "asking price" by $140,000., and retain only
the surface estate to the 1v4-acres containing the owner's residence, with an easement for ingress and
egress. This 1%4-acres is across the highway from, and would not interfere with, the mining operation.
The mineral estate underlying this 1%-acres would be conveyed to the buyer, who must warrant
against damage from blasting or subsidence. This offering, however, is not conditioned upon such an
arrangement. If the buyer requires the entire property, the sellers will need a 6-month leaseback on
the owner’s residence to permit their orderly departure from the premises.

Clay Wdnst



THE OLD WASP MINE

INTRODUCTION

The Old Wasp gold mining claim, at Goldfield, Arizona, although located in 1893, was not
appreciably developed during the pioneer era. Modern development was not commenced
until the discovery of the Old Wasp ore shoot in 1983.

The adjacent Mammoth claim, however, has an extensive development history beginning in
1891. This includes twelve shafts and over three miles of underground workings, of which
detailed records are availabie.

The gold deposition at the Mammoth Mine occurred along the hanging wall contact of the
Mammoth Fault. The developed Wasp ore shoot occurs along a continuation of this same
contact as it extends across the Old Wasp claim. The Wasp shoot was in fact intercepted in
1925 at the 1,000 ft. level by a drift from the Mammoth Mine which encroached under the
Wasp claim. Complete assay records of this interception are included in this presentation.

That the adjacent Wasp and Mammoth Mines are on the same geological structure makes the
abundance of data available on the Mammoth mine invaluable in evaluating the Wasp. The
Wasp, in fact, cannot properly be evaluated except in context with the history of the adjacent
Mammoth Mine.

The Old Wasp Mine is owned by the writer, Clay Worst, and his wife. Working with Warren
Konemann, a mining consultant, we compiled some 600 pages of data on the Mammoth
Mine and other mines in the immediate Goldfield area. We are not in the publishing
business, and cannot furnish this amount of data to the idle curious at no charge.
Accordingly, the first part of this report includes only the synopsis of our report on the
Mammoth Mine, included to place the subsequent Wasp report in perspective. Superscript
parenthetical numbers © throughout the text refer to sources listed in the bibliography of the
600 page report. This bibliography is included herewith, that the reader may verify this
material independently. If the reader is seriously interested in pursuing it further, the entire
600 page report can be made available.
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© 1998 Clay Worst

GOLDFIELD, ARIZONA, USA

THE MAMMOTH MINE

January 1, 1998
INTRODUCTION

The Goldfield mining district is located on the western foothill slope of Superstition
Mountain, 5 miles northeast of Apache Junction, Arizona, and 38 miles east of Phoenix. It
lies in Pinal and Maricopa Counties, Townships 1 & 2 North, Range 8 East of the G.& S.R.
Base & Meridian.

At Goldfield, the Mammoth Mine alone produced over $34 million (at today’s prices)
between 1891 and 1925. Of the five major groups of claims, E.O. Kennedy @, E.M. quotes
J.R. Hubbard, EM, as estimating the remaining ore reserves on the Mammoth group alone
to be equivalent to $111.7 million today. The ore body remains in place.

Goldfield has paved road access via State Highway 88, 6% miles straight and level, from
Superstition Freeway # 60. Public utility 3-phase electric power is available. A 45kV
transmission line with an existing substation 1,800 ft. from one of the properties could
provide power for a very large operation.

AREA HISTORY

This report has been compiled by Warren Konemann, mining consultant, and Clay Worst,
a real estate broker who is the owner of the Old Wasp Mine . The writers would emphasize
that most of this history is based on records of the Arizona Department of Mineral
Resources, which is the work of others. We cannot be responsible for the accuracy or
sufficiency of work done by men who died before we were born, much of which was done
in another century.

Further, between 1837 and 1934, the price of gold in the U.S. was fixed at $20.67 per ounce,
the price basis of the pioneer reports referenced herein. It now exceeds 14 times that price.

Accordingly, for the sake of clarity, some production figures have been converted from
pioneer prices to current prices and dollar values to gold content and vice versa. We are
responsible only for faithfully and accurately reproducing the work of others, and for the
accuracy of the conversions, which are identified wherever used. Some 80 historical and
contemporary sources are listed in the bibliography following, and are referenced by
superscript numbers @ throughout the text. These may annoy the casual reader, but are
invaluable to anyone referencing the source of the data.

Inconsistencies throughout the text reflect that we have not adjusted the reports of some 80
sources to create a reconciliation of opinions. Such adjusting is left to the reader.
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"Today's price" as referenced herein is New York spot gold, December 20, 1997, viz.
$289.50 per ounce.

Historically, the largest producer at Goldfield was the Mammoth Mine. The Mammoth has
over three miles of underground workings, almost entirely devoted to exploring a 4,000,000
ton body of low-grade (0.07 oz. gold per ton) ore to the 1,000 ft. level *> . With the
projected higher grade ores added, total projected values have reached $126 million by
today’s prices @,

Virtually no stoping has been done; the ore body remains in place. $34 million (at today's
prices) was produced from selectively mining the high-grade shoots encountered.

The Old Wasp Mine is a key property at Goldfield. The Wasp claim has patented fee simple
title. It lies adjacent to the Mammoth claim on the south, along the strike of the Mammoth
Fault. Deep exploration from the adjacent Mammoth claim has established that the Wasp ore
shoot, which has been mined only to the 60 ft. level, persists with good values at the 1,000
ft. level. At least $670,000. was recovered from the upper 45 feet of the Wasp shoot. The
Wasp has a 6-inch domestic water main, however the Wasp generates enough mine water for
milling purposes if recycled.

Of the various claims at Goldfield, all except the Bulldog group lie along the strike of the
Mammoth Fault, much of which remains unexplored. The historic production at Goldfield
has largely been along the hanging wall contact of this fault.

THE MAMMOTH GROUP

The Mammoth group of claims consists of the 20-acre Mammoth claim, patented fee simple
absolute, seven 20-acre unpatented claims and eleven fractional unpatented claims totaling
274 acres, all contiguous. The Mammoth Mine has by far the largest production history and
the most extensive exploration at Goldfield. Since the Mammoth is now flooded, the
extensive pioneer-era records of these workings give the clearest picture of the geological
structure, extent, and estimated value of probable ore deposits along the Mammoth Fault.

Gold was first discovered by Anglos at Goldfield in the 1870's, though the property then
showed evidence of prior mining activity during the Mexican period ¢”. O.D. Merrill, a Mr.
Hakes, a Mr. Cosner and J.R. Morse filed the earliest claims of record “*.

In 1890, Chas. L. Hall, and a backer, Dennis Sullivan, optioned the Black Queen, Tom
Thumb and Mammoth claims from O.D. Merrill. Within a year, a flash flood in Goldfield
Wash uncovered a rich shoot on the Mammoth claim where the wash crossed the Mammoth
Fault.

Merrill discovered the shoot, but had already optioned the properties to Hall. Hall exercised
his option at once and erected a 20-stamp mill on the property. While mining this shoot, Hall
also sank a series of shallow shafts tracing the north-south trending Mammoth Fault (the
main fault plane) for some 4,000 feet. The known ore zone lay adjacently to and eastward
of the fault contact.

Hall developed the vein along the Mammoth Fault for about 700 feet, disclosing a second
rich ore shoot near the south boundary of the Mammoth claim. The north shoot was called
the Mormon Stope; the south shoot was called the Glory Hole.

w
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According to early-day reports @ ' '¥, these shoots, mined in 1892-1893 to about the
100-150 ft. level, produced $1 million. Gold was priced at $20.67 per ounce, indicating
production of some 48,000 ounces of gold in 14 months ¥, some $14 million at today's
prices. Hall was reportedly regularly shipping 150 pounds of gold every three weeks @

E.O. Kennedy @, Hall's engineer, reported one month, February 1893, when $105,000 was
recovered. He states, "...many other months came close to it." This converts to $1.47 million
in one month at today's prices. A.S. Lewis @ states Hall was producing "$3,000 per day"
(about $42,000 per day at today's prices).

Kennedy @ also reports the brush was cleared for 200 feet on each side of the roadway so
the guards could not be ambushed by road agents.

Regrettably, in 1894 @9, Goldfield Wash experienced a second flash flood. Hall's workings
extended under the wash, his timbering was inadequate, and his workings caved. Hall sank
a shallow shaft adjacent and drifted in under the old workings, but was unable to hold the
caved material with timbering.

Kennedy @ advises that $90,000 of the rich ore was lost in the cave-in. Young and Pecord
® quote $100,000. This converts to $1.3 million at today's prices. It has never been
recovered. E.W. Smith ®? plats all of this caved material situated upward of the 100 ft. level.

Hall, then the sole owner, became ill and went to Denver, where he died. His daughters had
no interest in mining, and the Mammoth Mine was closed. Hall died one of the richest men
in Colorado. At that time, the deepest workings were at 425 ft. Hall's last bar of gold weighed
1,700 ounces

With Hall’s death, all original contemporaneous records of the mine were lost. The best
evidence of Hall’s operation is found in the recollections and records of Hall’s engineers.

Kennedy @ reports that Hall milled a total of 50,000 tons of head ore averaging 1.9 ounces
of gold per ton. A.S. Lewis ¥ reports Hall's mill heads averaged 2.1 ounces per ton. If even
the lesser figure is correct, Hall's total production would have been 105,000 ounces, worth
over $27.5 million today. Kennedy @, Williams *®, Lewis “* and others concur that Hall’
production reached $1 million, with gold priced at $20.67 per ounce..

It should be noted, however, that Young and Pecord® state that by 1912 (20 years later),
only $400,000 in Hall's bullion receipts were still at hand. However they do add, "No doubt
much ore was taken out of which no record is to be had." Even this partial figure converts
to $5.6 million today.

In 1909, George U. Young, the Territorial Secretary of the Arizona Territory and also the
mayor of Phoenix, secured an option on 10 claims, including those owned by Hall's
daughters. He purchased them in 1917.

He rehired E.O. Kennedy, who had been Hall's engineer. He also sank a shaft adjacent, and
attempted to drift in under the caved workings. He, too, was unable to hold the caved ground
with timbering. A.S. Lewis “® states that Young's engineers took 96 samples of caved
low-grade muck that Hall had left behind. These averaged 0.44 oz. gold per ton.

Young then sank a shaft on the Mammoth Fauit near the north end of the Mammoth claim,

intending to sink to 800 ft. ™. Resuits were disappointing, and it appears to have been
abandoned at 320 ft. He then directed his efforts southerly.
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By 1911, Young had drifted under the old Mormon Stope ® and the Glory Hole at the 100
and 200 ft. levels. Later, at the 425 ft. level under the Glory Hole, the south shoot was still
50 fi. long by 12 inches in width. It averaged 1.1 ounces of gold per ton. A winze at this level
averaged 42 . wide at 1.49 ounces per ton. This was leached with cyanide by Kennedy ©®
for a 98% recovery.

Young had no intention of only following rich shoots, but proposed to block out an immense
body of low grade but profitable ore, to be mined later on a large scale. To this end, he
ultimately sank at least 12 shafts on the Mammoth claim alone, with 13,760 ft. (nearly 3
miles) of shafts, drifts, cuts, raises and winzes. Lewis “* states that Young did "little if any
stoping."”

Several engineers estimated that Young had blocked out four million tons of low-grade ore
averaging 0.07 ounces per ton. Chas. B. Broan “ quotes J.R. Hubbard as estimating ore
reserves at the Mammoth Mine at $7,977,000., converting to $111.7 million today. Broan
states that Hubbard deducted 50% "for his protection," and that "Work since has added many

times to that value."

While his work was deliberately exploratory, with virtually no stoping, by 1920 Young did
produce $63,000 in recovered gold ®, over $882,000 at today's prices. His real
accomplishment, however, was in generally proving an immense ore body of low grade ore
4,000 ft. long by 500 ft. wide by 1,000 ft. deep, presumably deeper. Lewis ¥ states the
entire mine, figuring the vein 500 ft. wide, including dumps and caved ground, had a
computed average of 0.13 ounces of gold per ton. Broan " provides Young's production
records from Oct., 1913, to Oct. 1914, totaling $39,000, equivalent to $546,000 today.

The reports that follow are very important with reference also to the Old Wasp claim, which
adjoins the Mammoth claim to the south, along the strike of the same Mammoth Fault
contact. Two engineers' reports, Bedford “* in 1923 and Kennedy @ in 1925, both concur
on a significant point.

Bedford “?, in his report to Young, in discussing the origin of the mineralization at the
Mammoth Mine, states, "The resultant mass silicifying between the displaced walls formed
a pegmatite chonolith. The feeder to, and the bulk of the chonelith, is southerly from the
area under consideration, hence only the extreme north extremity is encountered in your
mine development to date.” (Emphasis is the writers').

Kennedy , working separately, concurs: "PITCH OF ORE; The ore pitches to the south.
The high values in the South Shaft, 430 ft. deep, would confirm the belief of rich ore to
great depth. This deduction is undoubtedly true." (Emphasis is the writers').

Bedford and Kennedy's counsel that the ore body at depth would lie to the south was
undoubtedly what incited Young to drift south at the 1,000 ft. level from Shaft No. 7 (The
Main Shaft) along the Mammoth Fault contact, where, as related by J.H. Wiiliams ¢, "He
encountered a very good grade of ore." The facts are these:

In 1925 ®*Y Young, at the 1,000 ft. level, drifted southwest from the Main Shaft to intercept
the Mammoth Fault contact, then followed the contact south; Williams @ states "some 1,000
ft.", but Young's plats show that he only drifted south 830 ft.

In May 1925, this drift had exited the south boundary of Young's Mammoth Claim and was
under his tiny "Fraction” claim (the present-day Nettie).
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At this point he began obtaining assays as high as 21 ounces of gold per ton, but had reached
the south boundary of his own property, which was the north boundary of the Old Wasp..

Joseph Riley Morse filed the original claims on the Mammoth group in 1892. When he sold
his holdings, he insisted on retaining only the Old Wasp claim, which he patented in 1896.
in 1897 he sold a half-interest to 2 Mr. White.

The Wasp was the only claim at Goldfield that was patemed dtmng the pioneer era. Morse's
motive in pateﬂung and excluding the Wasp from the sale of the Mammoth group remains

unciear. However, it resulted in the Wasp retaining separate c undisputed title during

the litigation that 1 t‘r encumbered the remainder of the Mammoth iaﬂm
Y oung attempted to buy the Wasp, but Morse and White declined to sell. This placed Young
in a dilemma. Understandably, perhaps, Young kept on drifting south under the Wasp,

property he didn't own.
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in a letter t

Iumscr" 1 87 years old, wrote, "My f-‘*h er always thought the ?vfamﬂ t peapie were
m‘irudmg on his property with their deep shafis.”

From August 15 through October 21, 1925, Young ®**" continued his drift at the 1,000 it
ievel southward, encroaching 188 feet under the Old Wasp claim. Car samples of mine run
material a ayed between the above dates over 75 fi. of drift averaged 0.70 ounces of goid
per ton. The best of the ore was in the final 75 ft. of Young's drift. Mine run average along
30 lineal ft. of drift assayed 1.12 ounces of gold per ton

id acquire Morse's half-interest in the Wasp, but then Young died. His
I I sed. The heirs of White and Yo-ung sold
i ig, bought it in

After Young's death, an extend
However, during this period, the mine was re
Gold Mining Company, 1

water to the 200 fi. Iex

The litigation ended with a sheriff's sale to E.H. and L.D. Shumwz
s, . 2 £ 2

1
Lewis was the engineer. In 1540 L
related here, and actaue p

COSt estimates are now 5

Ownership of the Mammoth group then passed to Goldfield Mines, Inc., owned larg ely by
Tom mussel Ted Sliger, C.C. "Doc" Waterbury, and Hugh Nichols. The extreme increase
in the price of goid following ula 1 a resurge of 1nt
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THE OLD WASP MINE
The Old Wasp claim adjoins the Mammoth claim on the south, along a C‘nﬁnuaﬁon of
the Mammoth Fault hanging wall contact. While the Mammoth claim has some three
miles of underground workings sunk to the 1,030 fi. level by 1925, the Wasp remained
essentiaily a virgin property untii 1983
The Wasp is a 20.64 acre claim, patented fee simple absolute, with a quiet and

C
undisputed title since 1893. The north 9.51 acres, upon which the Old Wasp ore shoot,
the Wasp mill and all other development exists, is owned by the writer, Clay Worst, and
his wife. We live in the owner's residence on th_IS 9.51 acres. Tne south 11.13 acres is

presently totauiy undeveloped, is owned by others and is not included in our offering. An
explanation 18 in order.
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been unable to contact. I have no knowledge of their in
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The claim is crossed by hard-surfaced State Highway 88. A 3-ph a e eic‘: tric distribution
line and a 6-inch municipal water main are on the property, and a 45 kV substation is a
miie distani.
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The highest and best use of the Wasp m
T

Mine by a major mining company. howevei since the Wasp mine has a perfect titie
proven ore body and i mi is sti
independent operation.
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The preceding report on the Mammoth Mine (page 4, paragraph 11) references the work
\

of Kennedy ¢” in 1910 and Bedford “?in 1923. If Kenneay and Bedford were correct,

and the ore emplacement on the wiammom was being fed from the south, then it was
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being fed from beneath the Wasp. Their counsel was undour) edly wh 1: prompteu Gcorgc:
U. YO‘uﬂg in 1925 to drift south at the 1,000 ft. level from

Shaft) of the Mammoth Mine al ~I’lg the hanging we
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That this is the same ore shoot exposed in the bottom of the present Wasp open pit is well
established, for these reasons:

1) The surface exposure o 'ft - Mammoth Fault contact from the }Vidlﬁm? mmoth Mine
southward to the Wasp was clearly in evidence when the properties were mapped in 1916

s

(i

2) If the fault contact in the bottom of the Wasp open pit is protracted downward on the
1,000 fi. IEVCL

average westward dip of the Mammoth Fault, the calculated intercept at the 1
1s within 5 ft. laterauy of the actual location as plattea on the Mammoth worksheets ¢
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3) As the values in the Wasp pit are followed southward, they increase to a peak, and
then decrease beyond that poini.
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The same occurred at the 1,000 fi. level. If the point of highest assay in the Wasp pit is
protracted downward on the dip of the vein, 50 degrees to the strike, it intercepts the
point of highest assay at the 1,000 ft. ievel V.

4) Whenever exiremely high grade ore is encountered in the Wasp open pit, it is
associated with malachite (copper carbonate) and gaiena (lead suiphide). The assay
records from the Wasp shoot at the 1,000 fi. level indicate up to 3% copper and 18% lead
{80y
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Of significance is that a i
ft. level stiii averaged 3.6
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The 250 ft. '1 ercept would require 320 ft. of hole; the 500 ft. intercept would require 640
ft. of hole; the 750 ft. intercept would require 865 fi. of hole, a total of 1,825 feet of
). These really should be cored

borehole; see tbe cross-section plan enclosed “V. T

hese slant holes ought to be drilled ﬁ"om the footwall side rather than the usual hanging
wall side for several reasons. The dip of the Mammoth Fault contact throughout the
Mammoth Mine is a quite consistent 8 degrees west, but therein a problem arises.

There were two different surveys of the 1,000 ft. level in 1925; one in August ®and a
resurvey in October 1), Apparently a mistake of exactly ten degrees was made in a
deflection at station 1008 on the August map, and a corrected map was drawn in

¥

NArramiy er.
PR AR AW S EE 8 W)

This results in an ambiguity between the two maps of 83 iareraliy in the location of the
Wasp ore shoot at the 1,000 ft. level. The October resurvey is presumed correct.

done the vein wm_ia just be inter CPpted sooner than erecred However, if i 1t were drilled
from the usual hanging wall side, and the presumption proved wrong, the vein would be
intercepted much deeper. It might be missed altogether at the 750 ft. level. This is
illustrated by the enclosed drilling plan “.

The footwall of the Mammoth Fault has never been identified on the Wasp claim. In the
Wasp open pit, the Mammoth Fault hanging wall contact between the altered latite
(dacite?) on the west and the granite on the east is sharply defined. There is a two-inch
seam of red fault gouge tne contact. The gold values lie eac‘warci in the adjacent
brecciated, silicified granite. The highest values lie in the first two to three feet against
thls comas,t. Then the values smiply grade out eastward into the narder granite dike,

There is a further reason for slant-hole drilling from the footwall side. In 1983, Wayne

Blood, while dj 'iiing for the then operator, recovered 7-0z. and 10 oz. assays from 25-ft.

de th ﬁom tw e*tic,ai boreholes about 25 fi. out in the intruded granite, near the path of
&

These two drill holes did not define ar y pa:‘lcumf structure as Blood advised “there were
a couple holes between Lﬂem hat were down in the tenths of an ounce.” However, they
might be ii‘lt@i’bﬁplﬁd Dy e proposed slant holes if drilled from the footwall side. Also,
the topﬁgaphv makes a dr i S"t“p far easier on the footwall side. There are no re wrds of
the prior operator's drillin g They had a fire about the time we ¢z

.L‘.‘_‘L. -

and terminated their lease for failure to pay royalties.

The Wasp ore shoot as discovered in 1983 averaged six to eight feet in width, averaged
13 ounces of gold per ton, and was encountﬂ ed under only four feet of overburden. It

was five “ﬁ es from town, had paved-road access, water, electricity, and an owner/lessor
who was totally oc p'ed eisewi‘Ei e. ltwasa poor miner's dream come true. The lessee
should have xtar‘c% ing a shaft on it, but chose to begin a surface mine.

They must have kﬂ““"‘l that pursuing a 13-ounce eight-foot wide vein on a nearly vertical
dip as a surface mine would quickly result in a stripping ratio that would end their
operation, but would be immensely pr“ﬁt“bie it :tiaﬂy_ T}“s evid*“i‘y caused them t

"grab the. easy pickings as p
eventually be discovered and their lease terminated.
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k an "underground river," which
filled three miles of be running out the portal in the
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When we called for an accounting, the operator reporte
all from one refinery. We

royalty account, we
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We then entered an agreement with a second operator. They removed some 10,000 tons
O T o, e e R RS S T Ly . —— PIp— ~c
of lower grade material to lower the ramp to the pit. During this process they dozed out
about 1,560 tons of mixed lower grade ore
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Oiﬂy evidenced that even the sirt ing wasie Corit: ined considerabie values in the fines. A
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color photograph “¥ of the gold buttons recovered 1s included with this report.
lthough there is still N D TS AV U L U SRR LVt R § S
Although there is still good ore exposed in the open pit, contimied mining or tne wasp
e o e B et L Tt AL o i et podi s Hasvevear there
shoot as a surface operation will be limited by mcreasing SiTipping ratios. HOWEVeT, el
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appear to be at least five other development options for the Was
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The first option would be sinking an inclined shaft, Howing the ore shoot itseif dowii itS
87 degree dip



This would have the advantage of sinking in pay ore with its attendant cash flow

Sinking a shaft in the bottom of the open pit would require some means of excluding
surface water runoff. One might extend a watertight collar upward from the bottom of the
pit, aligned with the 87 degree dip of the vein to a point safe from surface flooding. It
could even be extended to the original surface, as almost the entirety of the material
excavated from the pit is stockpiled adjacent and available for use as backfill. A}sc), he
removal of these stockpiles would greatly increase the area available for other surface
activity.

The second development option would be to go east into the solid granite that intri d d

the fault and sink a vertical shaft. Then crosscut about every 100 feet of depth to intercept
the Wasp shoot, then stope. Fortunately, the vein dips only t}ncc degrees off vertical, so
the crosscuts would remain short, even at depth.
A disadvantage is that you would probably be sinking and crosscutting in lower grade
material, reducing the cash flow. However, the possibility exists of encountering the 7

1 1
and 10

ounce ore disclosed there by Wayne Blood’s drilling.

A third development option involves an electroma gne etic survey we conducted with
T

mduced bm’i"t‘:n’ta on the northeast part of the Wasp claim, near the open pit. We
discovered four anomalies “?, all within 30 feet of each other.

We had only a percussion air-track drill and 60 feet of steel. We drilled the first anomaly,

and omy vera S feet. Between 40 and 50 feet we averaged

0.706 ounces. It should be noted that a loss of 50% of precious metal values in an uncased
i h tting hung up in the cavities and

1 drilling with a rotary Tricone bit has

in a 51% loss of metal values remaining in the drill hole (California Mining

At 50 feet the drill hammer broke down, and we could neither continue nor withdraw the
drill steel. We had the hammer repaired and managed to salvage fhe drill steel, but the

P
borehole had C“‘v‘t‘:d beyond S"i'v“ e. We do plan to redrill this ano IV plus the

thre e also plan to complete the electromagnetic survey of the area
surrounding the p as Lh&le y be other anomalies.

If drilling these anomalies discloses another major ore shoot, the third development
option would be to sink on this shoot in pay ore, and then c;osscut 190 ft. to intercept the
i

A fourth development a‘itemaﬁve would be to set a crane at the surface on the granite
footwall side, and continue mining the Wasp shoot with a clamshell. The vein is
sufficiently brecciated and friable at that point that no blasting has been required. All
mining there has been done with a trackhoe and skidloader. Only one round of blast holes
has been fired in the pit, this on the north wall where harder material is encountered.

A fifth alternative would be to begin a circular decline, using rubber-tired equipment
1dergmund.

A

The Wasp pit makes about 1,500 gallons of water per day. A two-inch pump handles the
inflow at iess than a 5% duty C‘ycie If not pumped, the static water level in the Wasp pit
stabilizes at about the 20-foot level.

',,_.\
(o™
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However, it is doubtful if this shaliow water table existed at Goldfield prior to the
construction in 1929 of Mormon Flat Dam, and the resulting Canyon Lake, to the north.
Bedford ®®, in 1923, and others, state that the 1,000 ft. level in the Mammoth Mine still
had not reached what they called "the constant water table."

Following his report on the 1,000 ft. level, Bedford states, "Anticipating that the water
ievel will be constant at about the 1,200 level, and that the nature of the mineral
deposition will change as outlined under Historical Geology and that ore deposits of
economical importance will be proven to be greater in extent, and better in average values
than those deposits now developed, I would strongly advise that your main shaft be sunk
an additional 450 feet from its present (1,0001t.) bottom." If Bedford is correct, the true
zone of secondary enrichment, with the richest ore, may lie even deeper than the 1,000 fi.
level.

A final point on the Wasp ore shoot: There were individual high grade pods encountered
in the Wasp pit; these pods ran several hundred ounces of gold to the ton.

They carried heavy galena and malachite (lead and copper), while the surrounding
gold-bearing vein itself carried much less of either. The most recent of these pods
weighed about 300 pounds and assayed 244 ounces of gold and 56 ounces of silver to the
ton. However, assay records of the 1,000 ft. level indicate the gold-bearing vein itself
carried substantial lead and copper.

We have no geologist's opinion as to how these high-grade pods were created and got
where they were found. But if the Wasp shoot at some depth becomes an actual vein of
this material, from which these pods were detached and relocated, and that spot could be
found, it could be very profitable.

We have a complete laboratory for both fire assay and wet chemical analysis, and small
batch refining. T am not a registered assayer, but took a course in fire assaying at the
Mackey School of Mines, University of Nevada / Reno, and have some college level
chemistry. We do our own fire assays, all of which are control assays, as we do not
believe the ordinary specimen assays done by commercial 1abs are sufficiently reliable.
All higher-grade results are done in duplicate. We do not use AA equipment.

There is a 3-phase electrical distribution line to the mill, but we had access to cheap
diesel fuel, so we are running a GM 480-volt 60-kW generator with a freshly overhauled
GMC 6-71 engine. With the entire mill running, it pulls about 30 kW, so the generator
has plenty of reserve capacity for additional equipment. 120-240 volt single phase current
is supplied from a public utility, but is also available from the generator. There is bulk
storage for 3,000 gallons of fuel. The Wasp mill was built with new and used materials,
and excellent used machinery, no junk.

The mill is designed to process about 10 tons of head ore per 8-hour shift. The
concentration portion of the flowsheet was designed by our consultant Warren
Konemann, who has been directly involved with us for over a year. The mill flowsheet is
a simple wet gravity process. The head ore is dumped on a 3-in. grizzly; 95% passes.

The 3-inch minus is then hauled with a front-end loader up a ramp and dumped into an

elevated 5.5x 7.5 ft. bin.

We have a Syntron apron feeder for this bin, not yet installed. Ore then drops into a 6" x
8" jaw crusher which takes it to about 3/4 minus, then into a 12" x 18" roller mill which

takes it to about 3/8 minus.

Loeriwns 2 X 2r2arius
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Then up a 16" x 35' belt conveyor to a 5' x 7.5' bin with vibrator feeder. Then up a 12" x
10" belt conveyor to a 4 % foot Hardinge conical ball mill with a four-foot long
cylindrical screen on the discharge. We are currently using a 30-mesh screen. Oversize is
passed under a magnet to remove tramp iron, then returned to the ball mill intake scoop
via a sand screw in closed circuit. The 30-minus discharge goes to a distributor, where it
is split between two Stephens (3.3' x 7.3") rougher tables, which have new sand decks.

Concentrate from the rougher tables go to a single Stephens finishing table, with a new

Aani
UCLUA,

There are also two Tri-R reverse spiral concentrators in the circuit. Rougher table tailings
go to the first Tri-R Spiral. The cons from the first Tri-R Spiral and the tailings from the
finishing table go to the second Tri-R Spiral. Cons from the second Tri-R Spiral, and the
middlings from the finishing table, go to a sump where they are pumped back to the feed
box of the ﬂmshmg table

Tails from both 3< R Spll' s go to a sluice box, then to a dewatering sand screw. Sand
from this screw is elevated by a 16" x 25' belt conveyor into a dump truck.

Tail water goes through two 3,000 gallon steel decantation tanks in series, then to a
35,000 gallon mill pond with plastic liner.

From there a 2-inch pump recirculates the clarified water back to the mill. Mine water
supplies all needs for the mill. A 2-inch service line from a 6-inch domestic water main at
the Wasp boundary supplies any supplemental water, which is used only for cleanup.

Concentrates from the finishing table are amalgamated, the amalgam retorted, and a dore’
bar poured. The ‘v‘v’asp refinery can produce a 995 fine gold bar, but chooses to market
the 750 fme dore’, since the smelter charges only 4% for refining. Since the Wasp cannot
hallmark, even thelr 995 fine bar would entail this 4% refining charge, so refining to 995
fine wauld be pointless. The remainder of the dore’ is almost all silver, possibly a little
platinum-group metals.

The roller mill and ball mill are in new condition; the jaw crusher, conveyors, tables, and
other equipment are in excellent shape. All motors except the tables and Tri-R Spirals are
480 volt, 3-phase, powered by the generating P‘;ant The three table motors are 240 volt,
single phase, and can be operated on exthex public utility power or the generator. The
Tri-R spirals have Db motors with rectifiers and peed con‘ro» Wmuh opex atc Oﬁ one
leg of the 3-phase generator ha

pump and controls. A}mG“t all wiring is i“; condi ‘1t most of it underglound.

r-h

The Wasp mill's capacity is limited by the ball mill, which the w anmacLurer rates at one
ton per hour, gr“xdirg Y-inch hard g i
£,

milling, the ball mill feed averag
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a
of fines. The mill is ci “fem}y fed
31 tons per 24-hour day.

1 nd al eadv has a high percentage
tons per hour, which is 10.4 tons per 8-hour shift, or
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The mill was jus d S

mto cerrp liance w iﬂi state and Ledem f"*y standards. That work is es se‘mallv
compxeufd a; d we are just OVv beginning a i I

couple pounds of gold, which we recovered while fine-tuning the n‘"l
production { g‘* s are yet avai mbie

As owners, we have never and will never solicit nor accept investment "ncney from
anyone, which eliminates any possibility of adverse claimants against our clear title.
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Regarding an exploration license and purchase option, the owners would require the three
drill holes men “““"d earlier, aligned to intercept the Wasp ore shoot at depth at if's

known poru of gi“"“t assay. These should be cored. Calculations for this ai'gm nent will
be agreed upon prior to any license. After these three boreholes, the develo  drill
P Y 5

anvwnere he wishes.

We require the results o s assay reports as they are de oped and the right

to sample drill cuttings and spi"t drill cores. T'nc Cap‘ -1‘y of me ‘vv asp lab will not handlc

the work of two operators. {

laboratory umtil any sale is unded and closed. We cuSO require evidence of the oPeratm S
b B4 | .

prior experience and financial ability to aeven op an underground mine in the probable
event that it appears warranted by

et A Lo ntn LA TT QO o 3 T S oz
The Old Wasp Mine is offered for sale for U.S.$2,200,600. This consists of the 9.51
S 54 fig e, IR NP, 1. .. i R, Tah ~lflaia Rismaasla raasidoeusas [y
acres including the mine, machinery, mill, shop, lab, office, owner’s residence with all
o Al P | P £ IT a3V Y B

real property improvements. Alternatively, it is available for U.S.$2,660,000 including

““““““ PN T i T W S pp— Tk czrmdite 3ro smdtarsrciie g ssirfana oahto i oy,
the mineral estate to the entire 9.51 acres, but with us retaining the suriace rignts to oniy
g 2t Tt dan Aane hamia ohiress lalk and affisa stk thea rrtaht of araaa
the 1.25 acres which includes our home, shop, iab and oiiice, with tne rignt of mgress
R 1 0 R SR, [ S0, T . SR e . BIREOY. S . S 1
and egress. This 1Y-acres is across the highway irom, and would not interfere with, the
. e wrre 1 i et i e Tho sz nenl ccdatas cim Aol i o 2 T —— P | ~
mining or milling operation. The mineral estate underlying this 1%4-acres would b
R T R T TR I pRPI JISRIUY o SN 1 JRUNPE. SR RpS. . PR
conveyed to the buyer, who must warrafnt us agamst qamage iroin viasting Or SuvsiGence
s B 1 1 e dba aras caredls w31l c s peratlalla swrsen Hernaes @ o~ I~ -
Residential land in the area, with utilities available, runs from $30,000 to $50,000 pe:
e ey it il ey Y 3 WP g p) M- SRRSO MR L R (L) [ R & T T |
acre, some as high as $100,000 per acre.. This can be verified by contacting any area re:

estate broker.

The owner's

is cmi‘ertiy ra tec’i for insurance purposes at $140,000, which is the price reduction
stipulated above in the event we retain surface title to our home. With the mili, residence,
laboratory and outbuildings included, just the surface estate of the claim ought to be
worth $750,000.At a price of $2.2 million, this is atiributing only $1.45 million to the
mineral estate, as the buyer would still have the remaining value of the surface estate after
the mine is depleted, which value should by then be substantially appreciated. If driiling
indicates there actually is at least $13.5 million in that one Wasp ore shoot, then a price
of $1.45 million atiributed to the entire mineral estate seems reasonabie.
Some speculative value must also be attributed to the fact that in 1893-1895, within
pistol-shot dl t“‘ice, $34 million (at today's gold prices) was taken out of two ore shoots
on the adjacent claim, on a continuation of this same geological structure
If a drilling program indicates the property is worth less than we now pi'esmne we may
ndsvedkeaenk sw 4 T~z

consider a downward uju tment in the pﬁce, however such a JUS‘“ﬁe‘lf must be b\nﬂy
our premgati‘v‘e We will not index the price to drilling results in advance, as this

excessively transfers comntrol of the price to the buyer. f the d ve;oper abandons the
project after the drilling program, he retains no residual eamned equity in the property.

We are not "-”“citing lease offers, having already sustained losses of $143,000 from the
infidelity of prior lessees. In any lease event, the existing Wasp ore shoot may not be
additionally mined by surface methods without our consent. Due to the history of prior

operators Tcusiﬁg lhﬁ “easy pickings” and walking, the granting of such consent is
questionable. Neither will we accept any investment money nor sell any fractional

interests.
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THE OLD WASP MINE

INTRODUCTION

The Old Wasp mining claim, at Goldfield, Arizona, although located in 1893, was not
appreciably developed during the pioneer era. Modern development was not commenced
until the discovery of the Old Wasp ore shoot in 1983.

The adjacent Mammoth claim, however, has an extensive development history beginning i1
1891. This includes twelve shafts and over three miles of underground workings, of which
detailed records are available.

The gold deposition at the Mammoth Mine occurred along the hanging wall contact of the
Mammoth Fault. The developed Wasp ore shoot occurs along a continuation of this same
contact as 1t extends across the Old Wasp claim. The Wasp shoot was in fact intercepted in
1925 at the 1,000 ft. level by a drift from the Mammoth Mine which encroached under t':e
Wasp claim. Complete assay records of this interception are included in this presentatic:.

That the adjacent Wasp and Mammoth Mines are on the same geological structure makes the
abundance of data available on the Mammoth mine invaluable in evaluating the Wasp. The
Wasp, in fact, cannot properly be evaluated except in context with the history of the
Mammoth Mine.

The Old Wasp Mine is owned by the writer, Clay Worst, and his wife. Working with Warren
Konemann, a mining consultant, we compiled some 600 pages of data on the Mammoth
Mine and other mines in the immediate Goldfield area. We are not in the publishing
business, and cannot furnish this amount of data at no charge to the idle curious.
Accordingly, the first part of this report includes only the synopsis of our report on the
Mammoth Mine, included to place the subsequent Wasp report in perspective. Superior
parenthetical numbers throughout the text refer to sources listed in the bibliography of the
600 page report. This bibliography is included herewith, that the reader may verify this
material independently. If the reader is seriously interested in pursuing it further, the entire
600 page report can be made available.
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The Old Wasp claim adjoins the Mammoth claim on the south, along a continuation of the
Mammoth Fault hanging wall contact. While the Mammoth claim has some three miles of
underground workings sunk to the 1,030 ft. level by 1925, the Wasp remained essentially a
virgin property until 1983.

The Wasp is a 20.64 acre claim, patented fee simple absolute, with a quiet and undisputed
title since 1893. The north 9.51 acres, upon which the Old Wasp ore shoot, the Wasp mill
and all other development exists, is owned by the writer, Clay Worst, and his wife. We live_
in the owner's residence on this 9.51 acres. The south 11.13 acres is presently totally
undeveloped, is owned by others and is not included in our offering. An explanation is in
order.

The Old Wasp claim, then totally undeveloped, was purchased in 1978 by ourselves and a
friend, Cliff Sovig. It was divided under separate ownership into the two parcels just
described. Sovig died, and title to his 11.13 acres was transferred to his wife, then to her
niece. | am advised that the niece has just now sold her interest to others, whom I have been
unable to contact. I have no knowledge of their intended disposition of the property. ~_

The claim is crossed by hard-surfaced State Highway 88. A 3-phase electric distribution line
and a 6-inch municipal water main are on the property, and a 45 kV substation is a mile
distant.

The highest and best use of the Wasp might be if operated in concert with the Mammoth
Mine by a major mining company. However, since the Wasp mine has a perfect title, a
proven ore body and the only currently operational mill at Goldfield, it is still a viable
independent operation.

The preceding report on the Mammoth Mine (page 4, paragraph 11) references the work ¢f
Kennedy © in 1910 and Bedford “?in 1923. If Kennedy and Bedford were correct, and the
ore emplacement on the Mammoth was being fed from the south, then it was being fed from
beneath the Wasp. Their counsel was undoubtedly what prompted George U. Young in 1925
to drift south at the 1,000 ft. level from the No. 7 Shaft (The Main Shaft) of the Mammoth
Mine along the hanging wall contact of the Mammoth Fault, and intercept the Wasp ore
shoot at the 1,000 ft. level.

That this is the same ore shoot exposed in the bottom of the present Wasp open pit is well
established, for these reasons:

1) The surface exposure of the Mammoth Fault contact from the Mammoth Mine southwar:l
to the Wasp was clearly in evidence when the properties were mapped in 1916 77,

2) If the fault contact in the bottom of the Wasp open pit is protracted downward on the
average westward dip of the Mammoth Fault, the calculated intercept at the 1,000 ft. levc!
is within 5 ft. laterally of the actual location as platted on the Mammoth worksheets ¢!,

3) As the values in the Wasp pit are followed southward, they increase to a peak, and then
decrease beyond that point. The same occurred at the 1,000 ft. level. If the point of highe«t
assay in the Wasp pit is protracted downward on the dip of the vein, 90 degrees to the strikc,
it intercepts the point of highest assay at the 1,000 ft. level V.




4) Whenever extremely high grade ore is encountered in the Wasp open pit, it is associated
with malachite (copper carbonate) and galena (lead sulphide). The assay records from the
Wasp shoot at the 1,000 ft. level indicate up to 3% copper and 18% lead ®*,

The south drift at the 1,000 ft. level in the Mammoth Mine is of great value in evaluating the
Old Wasp ore shoot. The following data can be verified by the Mammoth plats of the 1,000
ft. level dated 8/20/1925 ®*Yand 11/5/1925 @),

At station 1026, the drift entered the Wasp claim. Initial values were low grade, but the
continued extension of the drift was probably motivated by assays of 19.3 oz. and 21.1 oz.
gold per ton, found in this drift 57 and 69 feet prior to entering the Wasp.

77 feet onto the Wasp, they encountered the beginning of another 75 feet of drift which
averaged 0.70 oz. gold per ton. The central 30 feet of this 75 foot section averaged 1.12 oz.
gold per ton. The 36 foot remainder of this drift averaged 0.51 oz. gold per ton. There is also
a notation of 35 lineal feet of "black ore 12 in. wide" that averaged 2.52 ounces. Individual
samples of "black ore" at the 1,000 ft. level assayed up to 4.94 ounces of gold per ton.

This comprises 111 feet of drift averaging 0.634 ounces of gold per ton. These were daily
car samples taken as the drift advanced, perhaps as representative samples as could be
obtained.

A limited amount of such "black ore" has been encountered in the Wasp open pit to date.
However, in the entrance ramp to the pit, near the south end of the mined ore shoot, the
operators discovered a filled-in shaft. The patent survey plat of the Wasp indicates all the
shallow prospect holes, but this shaft is not shown, nor is there any known record of it. Its
purpose is a matter of conjecture.

This is a 4 x 6 foot shaft, cribbed solid with modern mill-sawed timbers, but with shoit
lengths of hand chopped ironwood timbers laid just outside the modern timbers. None of the
ironwood timbers are much over three feet long. It appears the early Anglos found an old
timbered Mexican shaft, which they reopened and retimbered. The shaft is still evident at the
40 foot level on the entrance ramp. It seeps groundwater.

The shaft is filled with black material, which may be ash. The shaft is located directly above
the south end of the vein of "black ore" disclosed at the 1,000 ft. level. No attempt to clean
it out has been made, as it is in the center of the ramped roadway into the open pit, and
opening it would block access to the pit.

Of significance is that a 12-inch width on the final face of the completed drift at the 1,000
ft. level still averaged 3.60 ounces of gold per ton ®". Obviously, the drift was not
discontinued due to a lack of values; it was discontinued due to the death of the operator.
Accordingly, the actual southerly extent of the Wasp ore shoot at the 1,000 ft. level, and its
gold values, are totally unknown.

Gold values in the Wasp open pit are not as clearly defined. No assay records of the upper
45 feet survived the original lessee’s office fire.

At the 53 foot level in the open pit, assays exist only for the south end of the ore shoot,
where an average width of 5.25 ft. averaged 2.20 oz. gold per ton for 30 lineal feet. At the
north end of this 30 feet, an 8.2 ft. width averaged 3.48 oz. gold per ton, of which the 3.9 ft.
next to the fault contact averaged 7.68 oz. gold per ton.
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Usually, the highest values lie in the first two feet of granite next to the hanging wall
contact. As an experiment, a 40-ft. hole was drilled in the bottom of the pit, starting one foot
out into the hanging wall from the fault contact. The drill rig was “eyeball” inclined to
attempt following this two-foot high-grade width downward. Samples were taken at five-foot
intervals.

These samples assayed 8.7, 4.2, 3.65, 2.15, 1.90, 1.05, 0.90 and 0.75 ounces of gold per t¢n.
This hole averaged only 2.91 ounces. It proves nothing, as it cannot be known whether tlie
values in this two-foot width actually decreased with depth, or whether the drill hole drifted
out of its estimated one-foot width tolerance. There would seem a remote chance of drilling
40-feet with an air-track drill and staying within a one-foot width tolerance, with only an
estimated drill inclination on an unproven dip. The only assurance was that the upper five
feet averaged 8.7 ounces of gold per ton. '

To interpolate values between the present 60-ft. level in the open pit and the drift at the
1,000-ft. level involves conjecture. The point of highest value in the open pit at the 53 foot
level was 3.48 ounces 8.2 ft. wide. Directly down the dip of the vein, 90 degrees to the
strike, you intercept the point of highest value at the 1,000 ft. level, 1.60 ounces of gold.
Accordingly, the values at this point at the 1,000 ft. level are 54% less than directly abovc
this point in the open pit.

The most complete assay records are those at the 1,000 ft. level, where 111 feet of drift
averaged 0.634 ounces. If you split the 54% variation in half for an average, a 17% increase
in value in the portion of the vein overlying the 1,000 ft. level would be 0.805 ounces of
gold per ton. An ore shoot 111 feet long by 8 feet wide by 940 feet deep contains about
38,400 tons of material. At an average assay of 0.805 ounces, there would be 30 912 ounces

of gold, at $289.50 an ounce, worth $8 949 000 s F S s

However, the south terminus of the 1,000 ft. dnft still assayed 3.60 ounces 12-inches wide,
so the values should not be expected to end at that point. Also, having proved only that
values persist to the 1,000 ft. level, there is no reason to assume they end at that depth. With
only a probable increase of 10% in length and 10% in depth, both very reasonable
presumptions, the shoot would contain about $11 million in gold values.

The foregoing arithmetic is really only conjecture, but there is no better existing data. Only
a drilling program will delineate and evaluate the existing ore shoot. The remainder of the
unexplored Mammoth Fault contact across the Wasp may reveal additional ore bodies.

The Wasp ore shoot ought to be drilled. Three slant bore-holes, calculated to cut the Wasp
shoot at the 250 ft., 500 ft., and 750 ft. levels, would give a general idea of what values lie
throughout the shoot. The outcome of that drilling may encourage additional drilling to
further delineate the ore body.

The 250 ft. intercept would require 320 ft. of hole; the 500 ft. intercept would require 640
ft. of hole; the 750 ft. intercept would require 865 ft. of hole, a total of 1,825 feet of
borehole; see the cross-section plan enclosed “V. These really should be cored.

These slant holes ought to be drilled from the footwall side rather than the usual hanging wall
side for several reasons. The dip of the Mammoth Fault contact throughout the Mammoth
Mine is a quite consistent 87 degrees west, but therein a problem arises.

There were two different surveys of the 1,000 ft. level in 1925; one in August ®°’and a
resurvey in October ®'°, Apparently a mistake of exactly ten degrees was made in a
deflection at station 1008 on the August map, and a corrected map was drawn in November.

A Y 4 of
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This results in an ambiguity between the two maps of 83 ft. laterally in the location of the
Wasp ore shoot at the 1,000 ft. level. The October resurvey is presumed correct.

If the drilling is done from the footwall side, and that presumption is wrong, no harm is done;
the vein would just be intercepted sooner than expected. However, if it were drilled from the
usual hanging wall side, and the presumption proved wrong, the vein would be intercepicd
much deeper. It might be missed altogether at the 750 ft. level. This is illustrated by the
enclosed drilling plan “".

The footwall of the Mammoth Fault has never been identified on the Wasp claim. In the
Wasp open pit, the Mammoth Fault hanging wall contact between the altered latite (dacite?)
on the west and the granite on the east is sharply defined. There is a two-inch seam of red
fault gouge at the contact. The gold values lie eastward in the adjacent brecciated, silicified
granite. The highest values lie in the first two to three feet against this contact. Then the
values simply grade out eastward into the harder granite dike, without a definite cutoff.

There is a further reason for slant-hole drilling from the footwall side. In 1983, Wayne
Blood, while drilling for the then operator, recovered 7-oz. and 10 oz. assays from 25-ft.
depth from two vertical boreholes about 25 ft. out in the intruded granite, near the path of
the proposed slant holes.

They tried to intercept these values by horizontal drilling from within the pit, but failed.
These two drill holes did not define any particular structure as Blood advised there were a
couple holes between them that were "down in the tenths of an ounce." However, they might
be intercepted by the proposed slant holes if drilled from the footwall side. Also, the
topography makes a drill setup far easier on the footwall side. There are no records of the
prior operator's drilling. They had a fire about the time we called for an accounting and
terminated their lease for failure to pay royalties.

The high-grade ore shoot then averaged six to eight feet in width, averaged 13 ounces of gold
per ton, and was encountered under only four feet of overburden. It was five miles from
town, had paved-road access, water, electricity, and an owner/lessor who was totally
occupied elsewhere. It was a poor miner's dream come true. They should have started sinking
a shaft on it, but chose to begin a surface mine.

They must have known that pursuing a 13-ounce eight-foot wide vein as a surface mine
would quickly result in a stripping ratio that would end their operation, but would be
immensely profitable initially. This evidently caused them to "grab the easy pickings" and
not pay royalties as promised, knowing their plan would eventually be discovered and their
lease terminated.

When we called for an accounting, the operator reported $200,020. in smelter returns, all
from one refinery. We determined an actual total of $536,369., which included sales to six
other refineries, which the operators finally admitted. It may be presumed there were other
sales that were never disclosed. With a shortage of $50,452. in our royalty account, we
terminated their lease. None of the royalty shortage was ever paid.

Since a 20% deduction was taken for refining the “black sand” concentrates, the gross
production had to have exceeded $670,000., taken from the top 45 feet of the Wasp pit. It
may have been twice that amount. Their employees have estimated $1.2 to $1.5 million, an+l
we are advised one of the lessees boasted of $1.5 million.

We then entered an agreement with a second operator. They removed some 10,000 tons o
low grade material to lower the ramp to the pit. During this process they dozed out about
1,560 tons of mixed lower grade ore.



Some of this material was processed at a small mill they built on a nearby leased property.
The mill was junk. Due to heavy down time they averaged only about two tons throughput
per 8-hour shift. The result was that with this primitive plant they recovered about one ounce
of gold per ton, probably not over a 50% recovery, since the head ore averaged close to two
ounces. They were losing the fine gold.

Their tails were never assayed. Their millsite was later leased to another operator who just
hauled the tailings away and then abandoned his lease.

Smelter returns from the sale of concentrates and dore' during that operation were $47,832.
It was obvious that this mill could not show a profit on two-ounce mill heads. We also
discovered that two of our then associates were involved in the non-payment of royalties
during the previous operation. We terminated the second operation.

We were left with $28,528 in unpaid bills, owed $22,342 in wages, and owed for $42,000
worth of ore shipped from the property. None of this was ever recovered. If we sound a bit
paranoid, it is based on bitter experience.

The Wasp was inactive from 1985 until 1992 other than sampling and assaying by ourselves.
The last channel sample taken across the vein at the bottom of the pit then assayed 7.68 oz.
Aw/ton 3.9 ft. wide, and 3.48 oz. Au/ton 8.2 £t wide.

In May 1992, as an experiment, we set up Rex Thompson's spiral classifier, actually a placer
machine, on the Wasp. No head ore was available, as the pit was then filled with water, so
we ran samples of stripping waste from eight random locations around the Wasp pit. We
recovered gold from every sample. There was nothing quantitative learned, since this was
lode material that was never crushed or ground to liberate the gold. It only evidenced that
even the stripping waste contained considerable values in the fines. A color photograph “¥
of the gold buttons recovered is included with this report.

Additional mining of the Wasp shoot as a surface operation is limited by increasing stripping
ratios. However, there appear to be at least five other development options for the Wasp.

The first option would be sinking an inclined shaft, following the ore shoot itself down the
87 degree dip. This would have the advantage of sinking in pay ore with its attendant cash

Sinking a shaft in the bottom of the open pit would require some means of excluding surface
water runoff. One might extend a watertight collar upward from the bottom of the pit, aligned
with the 87 degree dip of the vein to a point safe from suiface flooding. It could even be
extended to the original surface, as almost the entirety of the material excavated from the pit
is stockpiled adjacent and available for use as backfill. Also, the removal of these stockpiles
would greatly increase the area available for other surface activity.

The second development option would be to go east into the solid granite that intruded the
fault and sink a vertical shaft. Then crosscut about every 100 feet of depth to intercept the
Wasp shoot, then stope. Fortunately, the vein dips only three degrees off vertical, so the
crosscuts would remain short, even at depth.

A disadvantage is that you would probably be sinking and crosscutting in lower grade
material, reducing the cash flow. However, the possibility exists of encountermg the 9 and
10 ounce ore disclosed there by Wayne Blood’s drilling.



A third development option involves an electromagnetic survey we conducted with induce!
currents on the northeast part of the Wasp claim, near the open pit. We discovered four
anomalies “?, all within 30 feet of each other.

We had only a percussion air-track drill and 60 feet of steel. We drilled the first anomaly,
and only averaged 0.10 ounces for the top 40 feet. Between 40 and 50 feet we averaged 0.70
ounces. It should be noted that a loss of 50% of precious metal values in an uncased
percussion drill hole is common, due to the values getting hung up in the cavities and rough
walls of the borehole. Even reverse circulation drilling with a rotary Tricone bit has resulted
in a 51% loss of metal values remaining in the drill hole (California Mining Journal, Jai.
1988).

At 50 feet the drill hammer broke down, and we could neither continue nor withdraw the
drill steel. We had the hammer repaired and managed to salvage the drill steel, but the
borehole had caved beyond salvage. We do plan to redrill this anomaly, plus the remainiiig
three. We also plan to complete the electromagnetic survey of the area surrounding the pit,
as there may be other anomalies.

If drilling these anomalies discloses another major ore shoot, the third development option
would be to sink on this shoot in pay ore, and then crosscut 190 ft. to intercept the original
Wasp shoot at depth.

A fourth development alternative would be to set a crane at the surface on the granite
footwall side, and continue mining the Wasp shoot with a clamshell. The vein is sufficiently
brecciated and friable at that point that no blasting has been required. All mining there has
been done with a trackhoe and skidloader. Only one round of blast holes has been fired in
the pit, this on the north wall where harder material is encountered.

A fifth alternative would be to begin a circular decline, using rubber-tired equipment
underground.

The Wasp pit makes about 1,500 gallons of water per day. A two-inch pump handles tl:e
inflow at less than a 5% duty cycle. If not pumped, the static water level in the Wasp pit

ctalhilicac af alimiid 4l IO Lo
stabilizes at about the 20-foot level.

However, it is doubtful if this shallow water table existed at Goldfield prior to the
construction of Mormon Flat Dam, and the resulting Canyon Lake, to the north. Bedford 2,
in 1923 and others, state that the 1,000 ft. level in the Mammoth Mine still had not reached
what they called "the constant water table."

Following his report on the 1,000 ft. level, Bedford states, "Anticipating that the water level
will be constant at about the 1,200 level, and that the nature of the mineral deposition will
change as outlined under Historical Geology and that ore deposits of economical importance
will be proven to be greater in extent, and better in average values than those deposits now
developed, I would strongly advise that your main shaft be sunk an additional 450 feet from
its present (1,000ft.) bottom." If Bedford is correct, the true zone of secondary enrichment,
with the richest ore, may lie even deeper than the 1,000 ft. level.

A final point on the Wasp ore shoot: There were individual high grade pods encountered in
the Wasp pit; these pods ran several hundred ounces of gold to the ton. They carried heavy
galena and malachite (lead and copper), while the surrounding gold-bearing vein itself
carried much less of either. The most recent of these pods weighed about 300 pounds and
assayed 244 ounces of gold and 56 ounces of silver to the ton. However, assay records of the
1,000 ft. level indicate the gold-bearing vein itself carried substantial lead and copper.



We have no geologist's opinion as to how these high-grade pods were created and got where
they were. But if the Wasp shoot at some depth were an actual vein of this material, from
which these pods were detached and relocated, and that spot could be found, it could be very
profitable.

We have a complete laboratory for both fire assay and wet chemical analysis, and small
batch refining. I am not a registered assayer, but took a course in fire assaying at the Mackey
School of Mines, University of Nevada / Reno, and have some college level chemistry.

There is a 3-phase electrical distribution line to the mill, but we had access to cheap diesel
fuel, so we are running a GM 480-volt 60-kW generator with a freshly overhauled GMC
6-71 engine. With the entire mill running, it pulls about 30 kW, so the generator has plenty
of reserve capacity for additional equipment. 120-240 volt single phase current is supplied
from a public utility, but is also available from the generator. There is bulk storage for 3,000
gallons of fuel. The Wasp mill was built with new and used materials, and excellent used
machinery, no junk.

The mill is designed to process about 10 tons of head ore per 8-hour shift. The mill flowsheet
is a simple wet gravity process. The head ore is dumped on a 3-in. grizzly; 95% passes. The
3-inch minus is then hauled with a front-end loader up a ramp and dumped into an elevated
5.5x 7.5 ft. bin.

We have a Syntron apron feeder for this bin, not yet installed. Ore then drops into a 6" x 8"
jaw crusher which takes it to about 3/4 minus, then into a 12" x 18" roller mill which takes
it to about 3/8 minus.

Then up a 16" x 35' belt conveyor to a 5' x 7.5' bin with vibrator feeder. Then up a 12" x 10'
belt conveyor to a 4 ¥ foot Hardinge conical ball mill with a four-foot long cylindrical
screen on the discharge. We are currently using a 30-mesh screen. Oversize is passed under
a magnet to remove tramp iron, then returned to the ball mill intake via a sand screw in
closed circuit- The 30-minus discharge goes to a distributor, where it is split between two
Stephe@(é/{ 8") rougher tables, which have new sand decks. Concentrate from the rougher
tables go toasingle SteplleIQvét"')f?ﬁﬁlishing table, with new deck.

There are also two Tri-R reverse spiral concentrators in the circuit. Rougher table tailings go
to the first Tri-R Spiral. The cons from the first Tri-R Spiral and the tailings from the
finishing table go to the second Tri-R Spiral. Cons from the second Tri-R Spiral, and the
middlings from the finishing table, go to a sump where they are pumped back to the feed en:!
of the finishing table.

Tails from both 3-R Spirals go to a sluice box, then to a dewatering sand screw. Sand from
this screw is elevated by a 16" x 25' belt conveyor into a dump truck. :
‘Z .
- ,

Tail water goes through two 1,000 gallon steel settling tanks in series, then to a 25,000 gallon
mill pond with plastic liner—From there a 2-inch pump recirculates the clarified water back
to the mill. Mine water supplies all needs for the mill. A 2-inch service line from a 6-inch
domestic water main at the Wasp boundary supplies any supplemental water, which is used
only for cleanup.

The roller mill and ball mill are in new condition; the jaw crusher, conveyors, tables, and
other equipment are in excellent shape. All motors except the tables and Tri-R Spirals are
480 volt, 3-phase, powered by the generating plant. The three table motors are 240 volt,
single phase, and can be operated on either public utility power or the generator. The Tri-R
spirals have DC motors with rectifiers and speed controls, which operate off one leg of the
3-phase generator.
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Each sand screw has its own independent hydraulic motor, pump and controls. Almost al!
wiring is in conduit, most of it underground.

Concentrates from the finishing table are amalgamated, the amalgam retorted, and a dorc
bar poured. The Wasp refinery can produce a 995 fine gold bar, but chooses to market the
750 fine dore’, since the smelter charges only 4% for refining. Since the Wasp canno!
hallmark, even their 995 fine bar would entail this 4% refining charge, so refining to 995 fine
would be pointless.

The Wasp mill's capacity is limited by the ball mill, which the manufacturer rates at one ton
per hour, grinding Y2-inch hard quartz to 100 mesh. However, Wasp ore is very easy milling,
the ball mill feed averages finer than '4-inch, and already has a high percentage of fines. The
mill is currently fed 1.3 tons per hour, which is 10.4 tons per 8-hour shift, or 31 tons per 24-
hour day.

The mill is just being placed in production as of this writing, so no current production figures
are yet available.

= " As owners, we have never and will never solicit nor accept investment money from anyone,

which eliminates any possibility of adverse claimants against our clear title.

Regarding an exploration license and purchase option, the owners would require the three
drill holes mentioned earlier, aligned to intercept the Wasp ore shoot at depth at it's known
point of highest assay. Calculations for this alignment will be agreed upon prior to any
license. After these three boreholes, the developer may drill anywhere he wishes.

We require the results of the developer's assay reports as they are developed, and the right
to sample drill cuttings and split drill cores. The capacity of the Wasp lab will not handle the
work of two operators. Unless otherwise agreed, We retain sole control of the Wasp
laboratory until any sale is funded and closed. We also require evidence of the operator's
prior experience and financial ability to develop an underground mine in the event that it
appears warranted by the drilling program.

The Old Wasp Mine is offered for sale for U.S.$2,200,000. This includes the 9.51 acres
including the mine, mill, shop, lab, office, owner’s residence and all real property
improvements. Alternatively, it is available for U.S.$2,060,000 including the mineral estate
to the entire 9.51 acres, but with us retaining the surface rights to only the 1.25 acres which
includes our home, shop, lab and office, with the right of ingress and egress. This 1%-acres
is across the highway from, and would not interfere with, the mining operation. The mineral
estate underlying this 1%-acres would be conveyed to the buyer, who must warrant us
against damage from blasting or subsidence.

Residential land in the area, with utilities available, runs from $30,000 to $50,000 per acre,
some as high as $100,000 per acre.. This can be verified by contacting any area real estate
broker.

The owner's residence on 1 1/4 acres was FHA appraised five years ago at $92,000. and is
currently rated for insurance purposes at $140,000, which is the price reduction stipulated
above in the event we retain surface title to our home. With the mill, residence, laboratory
and outbuildings included, just the surface estate of the claim ought to be worth $750,000.
£ o~ N\

If drilling indicates there actually is’j\$1 1 lilillion in the Wasp ore shoot, the entire property
ought to be worth the asking price of ‘$2:2 million. This is attributing only $1.45 million to
the mineral estate, as the buyer would still have the remaining value of the surface estate
after the mine is depleted, which value should by then be substantially appreciated.

e}
=



Some speculative value must be attributed to the fact that in 1893-1895, within pistol-shot
distance, $34 million (at today's gold prices) was taken out of two ore shoots on the adjacent
claim, on a continuation of this same geological structure.

If a drilling program indicates the property is worth less than we now presume, we may

consider a downward adjustment in the price, however such adjustment must be solely our

prerogative. We will not index the price to drilling results in advance, as this excessively

transfers control of the price to the buyer. If the developer abandons the project after the
drilling program, he retains no residual earned equity in the propetrty.

We are not soliciting lease offers, having already sustained losses of $143,000 from the
infidelity of lessees. In any lease event, the existing Wasp ore shoot may not be additionally
mined by surface methods without our consent. Due to the history of prior operators taking
the “easy pickings” and walking, the granting of such consent is questionable. Neither will
we accept any investment money nor sell any fractional interests.

If a buyer/developer has other ideas, we will listen, but may not depart far from the outliiie
offered here. Meanwhile, until someone makes a proposal, we will continue with exploration

and development, during which the price and terms may be adjusted either way depending
on the results of the work.

If the buyer requires the entire property, we will need a 6-month leaseback on the owner’s

residence to permit our orderly departure from the premises.

Clay Worst, owner
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