Arizona Geological
Sul‘vey CONTACT INFORMATION

Mining Records Curator

Arizona Geological Survey

/ 1520 West Adams St.

12 5 / Phoenix, AZ 85007

602-771-1601
Years http:/ /www.azgs.az.gov

]_ 8 8 8—20 1 3 inquiries@azgs.az.gov

The following file is part of the
Arizona Department of Mines and Mineral Resources Mining Collection
ACCESS STATEMENT

These digitized collections are accessible for purposes of education and research. We
have indicated what we know about copyright and rights of privacy, publicity, or
trademark. Due to the nature of archival collections, we are not always able to identify
this information. We are eager to hear from any rights owners, so that we may obtain
accurate information. Upon request, we will remove material from public view while we
address a rights issue.

CONSTRAINTS STATEMENT

The Arizona Geological Survey does not claim to control all rights for all materials in its
collection. These rights include, but are not limited to: copyright, privacy rights, and
cultural protection rights. The User hereby assumes all responsibility for obtaining any
rights to use the material in excess of “fair use.”

The Survey makes no intellectual property claims to the products created by individual
authors in the manuscript collections, except when the author deeded those rights to the
Survey or when those authors were employed by the State of Arizona and created
intellectual products as a function of their official duties. The Survey does maintain
property rights to the physical and digital representations of the works.

QUALITY STATEMENT

The Arizona Geological Survey is not responsible for the accuracy of the records,
information, or opinions that may be contained in the files. The Survey collects, catalogs,
and archives data on mineral properties regardless of its views of the veracity or
accuracy of those data.



PRINTED: 03/05/2003

ARIZONA DEPARTMENT OF MINES AND MINERAL RESOURCES AZMILS DATA

PRIMARY NAME: KLANER & DOOLIN

ALTERNATE NAMES:
FRANCONIA
VIVA LUZ (LIGHT OF LIFE)

MOHAVE COUNTY MILS NUMBER: 324A

LOCATION: TOWNSHIP 17 N RANGE 19 W SECTION 36 QUARTER --
LATITUDE: N 34DEG 48MIN 38SEC LONGITUDE: W 114DEG 15MIN 37SEC
TOPO MAP NAME: WARM SPRINGS SE - 7.5 MIN

CURRENT STATUS: PAST PRODUCER

COMMODITY:
SILICON CRISTOBOLITE
CLAY KAOLIN
SAND & GRAVEL

BIBLIOGRAPHY:
ADMMR KLANER AND DOOLIN FILE
AZ. LAND DEPT. MASTER LEASE FILE LIST
NO. 1154



3
S
)
=
=
=
=]
=

ANER & DOOLIN

FILE #2




eviy ped fo-r ?CQm;o};/

fwﬁvfﬂr




Jobs

Overview

This section contains information regarding current and projected
new jobs. We would like to state that HeatShield Technologies, Inc.
is an equal opportunity employer and the managements guidelines
and philisophy is to affirmative action hiring and opportunities
foradvancement from within.

Current and future Jobs

HeatShield Technologies Inc. employs three employees. Once the
processing plant is constructed and operating the following schedule
outlines the minimum new jobs that would be created. Should
heatShield sales, financing , and expected growth be obtained
HeatShield would employ 52 empioyees and have a payroll of over 1.5
millon. HeatShield Technologies is an Affimative Action and an
Equal Opportunity Employer and expects that most jobs would be
filled by the local community. HeatShields management intends that
the company and its employees be community supportive as well as
active.

PAUL R. AREN
PRESIDENT A PHONE: (305)726-2774

FAX: (305)726-6405

8400 N.UNIVERSITY DR.SUITE 316 , TAMARAC, FLORIDA 33321
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Pro-forma Financial
Projections

OVERVIEW

This section contains three different financial projections based on
the sales price of $700.00, $1000.00, and $1300.00 per ton.

Each scenario uses the same basis for calculating the financial
projections.

Details of the basis used for the calculations are contained in the

"Notes to the Pro-forma Financial Projections" located in the back of
this section.



Pro-forma Financial
Projections

Scenario #1



HeatShield Technologies, Inc.

BALANCE SHEET
FY91 FY92 FY93 FYS4
Assets
Current Assets
Cash $300,000 $778,657 $2,027,656 $5,009,275
Investments $0 - $0 $0 $0
Accounts Receivable $0 $0 $0 $0
-'Notes Receivable $8,793 $8,793 - - $8,793" $8,793
Inventory $0 $45.000 $0 $0
Total Current Assets $308,793 $832,450 $2,036,449 $5,018,068
Plant & Equipment
Land $0 $100,000 $100,000 $100,000
- Building $0 $300,000 $300,000 $300,000
Plant Equipment $0 $750,000 $1,500,000 $3,000,000
Mining Equipment 30 $100,000 $100,000 $100,000
 Office Equipment $11,000 $15,000 $18,000 $24,000
- Less Accumulated Depreciation ($1,850) ($184,323) ($516,846)  ($1,149,369)
Net Property & Equipment $9,150 $980,677 $1,401,154 $2,274,631
Other Assets $14,000 $4,000 $4,000 $4,000
Total Assets $331,943 $1,817,127 $3,441,603 $7,296,699
Liabilities & Owner Equity
“urrent Liabilities
" Short Term Debt $0 $218,325 $264,040 $415,984
Accounts Payable $0 $4,000 $100,000 $150,000
Income Taxes Payable $2,000 $0 $4,000 $5,000
Accrued Liabilities $0 $40,000 $80,000 $120,000
Total Current Liabilities $2,000 $262,325 $448,040 $630,984
Long Term Debt $0 $928,725 $1,201,010 $1,688,040
Owner/Stockholder Equity
Common Stock $591,090 $591,090 $591,090 $591,090
Retained Earnings ($261,147) 334,987 $1,201,463 $4,326,585
Total Liabilities & Owner Equity $331,943 $1,817,127 $3,441,603 $7,296,699
Ratios
Current Ratio 15439.65% 317.34% 454.52% 726.22%
Quick Ratio 15439.65% 300.18% 454.52% 726.22%

The projections shown here are based on the average sales price of $700.00 per ton



Income Statement

HeatShield Technologies Inc.

FY92 FY93 FY94
Sales
Klannerite $2,182,950 $4,948,020 $1 0,478,1 60
% of Total Sales 69% 63% 63%
Speciaty Coatings $980,000 $2,870,000 $6,090,000
% of Total Sales 31% 37% 37%
Total Sales $3,162,950 $7,818,020 $16,568,160
Cost of Sales
Materials $235,068 $634,768 $1,346,168
% of Total Sales 7% 8% 8%
Labor $243,360 $463,319 $1,031,852
% of Total Sales 8% 6% 6%
Overhead $347,357 $686,528 $1,338,056
% of Total Sales 11% 9% 8%
Total Cost of Sales $825,785 $1,784,615 $3,716,076
Gross Profit $2,337,165 $6,033,405 $12,852,084
Gross Margin 74% 77% 78%
Operating Expenses
Selling Costs $299,517 $821,230 $1,476,067
% of Total Sales 9% 11% 9%
General & Administrative $296,529 $427,998 $598,548
% of Total Sales 9% 5% 4%
PDC Joint Venture Paymnt $925,166 $2,501,302 $5,607,162
% of Total Sales 29% 32% 34%
Total Operating Expenses $1,521,212 $3,750,530 $7,681,777
% of Total Sales 48% 48% 46%
Income from Operations $815,953 $2,282,875 $5,170,307
% of Total Sales 26% 29% 31%
Interest Income (Expense) $65,000 $150,000 $250,000
Income before Taxes $880,953 $2,432,875 $5,420,307
Taxes on Income $289,833 $800,415 $1,783,281
Net Income $591,120 $1,632,460 $3,637,026
% of Total Sales 19% 21% 22%

The income projections shown here are based on the assumption of the average sales price of $700.00 per ton



HeatShield Technologies, Inc.

The income projections here are based on the assumption of the average sales price of $700.00 per ton

Source & Use of Funds
FY91 FY92 FY93 FY94
Source of Funds
Gross Profit before Expenses $0 $2,180,230 $5,855,578 $12,536,225
Depreciation and Amortization $1,800 $182,523 $332,523 $632,523
Interest Income $0 $25,000 $50,000 ~ $100,000
- Operating Cash Flow - $1,800 $2,387,753 $6,238,101 $13,268,748
Increased Long Term Debt $0 $1,250,000 $500,000 $1,000,000
Issuance of Stock $591,090 $0 - $0 $0
Total Source of Funds - $592,890 - $3,637,753 $6,738,101  $14,268,748
Use of Funds _
Méﬁ(éting and Advertising $36,000 $249,517 $596,230 $1,176,067
Salaries $113,029 $203,000 $292,840 $410,500
Investments $8,750 $0 $0 $0
Land $0 $100,000 30 $0
Building $0 $300,000 $0 $0
Plant Equipment $11,000 $750,000 $750,000 $1,500,000
Mining Equipment $0. $100,000 $0 $0
Research and Development $96,311 $50,000 $225,000 $300,000
Operational Expenses $27,800 $93,529 $135,158 $188,048
2DC Joint Venture Payments $0 $897,853 $2,507,936 $5,635,566
.0an Repayment-Prin/int. $0 $270,000 $410,000 $680,000
Dividends on Preferred Shares 30 $0 - ¢] 30
Provision for Income Taxes $0 $145,197 $571,938 $1,396,948
Total Use of Funds $292,890 $3,159,096 $5,489,102 $11,287,129
Summary of Changes
in Working Capital
Total Sources of Funds $592,890 33,637,753 $6,738,101 $14,268,748
Total Funds Used ($292,890) ($3,159,096) ($5,489,102) ($11,287,129)
Cash Flow From Previous Year $0 $300,000 $778,657 $2,027,656
Cumulative Cash Flow $300,000 $778,657 $2,027,656 $5,009,275



Pro-forma Financial
Projections

Scenario #2



HeatShield Technologies, Inc.

BALANCE SHEET
FY91 FY92 FY93 FY94
Assets
Current Assets
Cash $300,000 $1,084,223 $3,022,524 $7,468,972
Investments $0 $0 $0 $0
- Accounts Receivable $0 $0 $0 $0
- Notes Receivable $8,793 $8,793 $8,793 $8,793
Inventory $0 $45.000 $0 $0
Total Current Assets $308,793 $1,138,016 $3,031,317 $7,477,765
Plant & Equipment
Land - 30 $100,000 $100,000 $100,000
Building $0 $300,000 $300,000 $300,000
Plant Equipment 30 $750,000 $1,500,000 $3,000,000
Mining Equipment $0 $100,000 $100,000 $100,000
Office Equipment ' $11,000 $15,000 $18,000 - - - - $24,000
Less Accumulated Depreciation ($1,850) ($184,323) ($516,846)  ($1,149,369)
Net Property & Equipment $9,1580 $980,677 $1,401,154 $2,274,631
" Other Assets $14,000 $4,000 $4,000 $4,000
" Total Assets $331,943 $2,122,693 $4,436,471 $9,756,396
Liabilities & Owner Equity
Current Liabilities
Short Term Debt $0 $218,325 $264,040 $415,084
Accounts Payable 30 $4,000 $100,000 $150,000
Income Taxes Payable $2,000 $0 $4.,000 $5,000
Accrued Liabilities 30 $40.000 $80,000 $120,000
Total Current Liabilities $2,000 $262,325 $448,040 $690,984
Long Term Debt $0 $928,725 $1,201,010 $1,688,040
Owner/Stockholder Equity
Common Stock $591,090 $591,090 $591,090 $591,090
Retained Earnings ($261,147) $340,553 $2,196,331 $6,786,282
Total Liabilities & Owner Equity $331,943 $2,122,693 $4,436,471 39,756,396
Ratios
Current Ratio '15439.65% 433.82% 676.57% 1082.19%
Quick Ratio 15439.65% 416.66% 676.57% 1082.19%

The projections shown here are based on the average sales price of $1000.00 per ton



Income Statement

HeatShield Technologies, Inc.

The income projections shown here are based on the assumption of the average sales price of $1000.00 per ton

FY 92 FY 93 FY 94
Sdles
Klannerite $3,118,500 $7,068,600 $14,968,800
% of Total Sales 76% 71% 71%
Specialty Coatings $980,000 $2,870,000 $6,090,000
% of Total Sales 24% 29% 29%
Total Sales $4,098,500 $9,938,600 $21,058,800
Cost of Sales
Materials $266,360 $645,000 $1,312,360
% of Total Sales 6% 6% 6%
Labor $243,360 $463,319 $1,031,852
% of Total Sales 6% 5% 5%
* Overhead $473,000 $854,123 $1,687,723
% of Total Sales 12% 9% 8%
Total Cost of Sales $982,720 $1,962,442 $4,031,935
Gross Profit $3,115,780 $7,976,158 $17,026,865
Gross Margin 76% 80% 81%
Operating Expenses
slling Costs $346,289 $927,259 $1,700,599
% of Total Sales 8% 9% 8%
General & Administrative $296,529 $427,998 $598,548
% of Total Sales 7% 4% 3%
Loan Repayment-Prir/Int. $270,000 $410,000 $680,000
% of Total Sales 7% 4% 3%
PDC Joint Venture Paymnt $1,341,242 $3,515,212 $7,768,620
% of Total Sales 33% 35% 37%
Total Operating Expenses $2,254,060 $5,280,469 $10,747,767
% of Total Sales 55% 53% 51%
Income from Operations $861,720 $2,695,689 $6,279,098
% of Total Sales 21% 27% 30%
Interest Income (Expense) $35,000 $70,000 $150,000
Income before Taxes $896,720 $2,765,689 $6,429,098
Taxes on Income $295,020 $909,911 $2,115,173
Net Income $601,700 $1,855,778 $4,313,925
% of Total Sales 15% 19% 20%



Source & Use of Funds

HeatShield Technologies, Inc.

FY91 FY32 FY93 FY34
Source of Funds
Gross Profit before Expenses $0 $3,115,780 '$7.976,158  $17,026,865
Depreciation and Amortization $1,800 $182,523 $332,523 - $632,523
Interest Income $a $35,000 $70,000 $150,000
. Operating Cash Flow $1,800 $3,333,303 $8,378,681 $17,809,388
Increased Long Term Debt $0 $1,250,000 $500,000 $1,000,000
Issuance of Stock $591,090 $0 $0 $0
Total Source of Funds $592,890  $4,583,303  $8,878,681 $18,809,388
Use of Funds _
Marketing and Advertising $36,000  $296289  §702259  $1,400,599
Salaries $113,029 $203,000 . $292,840 $410,500
Investments $8,750 ’ $0 : $0 $0
~Land $0 $100,000 $0 $0
Building $0 $300,000 $0 $0
Plant Equipment $11,000 $750,000 $750,000 $1,500,000
Mining Equipment $0 $100,000 $0 $0
Research and Development $96,311 $50,000 $225,000 $300,000
Operational Expenses $27,800 $93,529 $135,158 $188,048
PDC Joint Venture Payments $0 $1,341,242 $3,515,212 $7,768,620
Loan Repayment-Prir/Int. $0 $270,000 $410,000 $680,000
Dividends on Preferred Shares $0 $0 $0 $0
Provision for Income Taxes $0 $295,020 $909,911 $2,115,173
Total Use of Funds $292,890 $3,799,080 $6,940,380 $14,362,940
Summary of Changes
in Working Capital
Total Sources of Funds $592,890 $4,583,303 $8,878,681 $18,809,388
Total Funds Used ($292,890) ($3,799,080) ($6,940,380) ($1 4,362,940)
Cash Flow From Previous Year $0 $300,000 $1,084,223 $3,022,524
Cumulative Cash Flow $300,000 $1,084,223 $3,022,524 $7,468,972

The income projections shown here are based on the assumption of the average sales price 0t$1000.00 per ton



Pro-forma Financial
Projections

Scenario #3



HeatShield Technologies, Inc.

BALANCE SHEET
FY91 FY92 FY93 FY94
Assets
Current Assets
Cash $300,000 $1,398,973 $4,026,327 $9,937,273
Investments $0 $0 $0 $0
Accounts Receivable 30 $0 $0 $0
- Notes Receivable’ $8,793 $8,793 $8,793 $8,793
Inventory $0 $45,000 $0 $0
Total Current Assets $308,793 $1,452,766 $4,035,120 $9,946,066
Plant & Equipment
Land $0 $100,000 $100,000 $100,000
Building $0 $300,000 $300,000 $300,000
Plant Equipment $0 $750,000 $1,500,000 $3,000,000
- Mining Equipment _ $0 $100,000 $100,000 $100,000
“ Office Equipment : $11,000 $15,000 $18,000 $24,000
‘Less Accumulated Depreciation "~ {$1,850) ($184.323) ($516,846)  ($1,149,369)
Net Property & Equipment $9,150 $980,677 31,401,154 $2,274,631
Cther Assets $14,000 $4,000 $4,000 $4,000
Total Assets $331,943 $2,437,443 $5,440,274 $12,224,697
Liabilities & Owner Equity
Surrent Liabilities
Short Term Debt $0 $218,325 $264,040 $415,984
- Accounts Payable $o $4,000 $100,000 $150,000
Income Taxes Payable - $2,000 $0 $4,000 $5,000
Accrued Liabilities 30 $40,000 $80,000 $120,000
Total Current Liabilities $2,000 $262,325 $448,040 $6390,984
Long Term Debt $0 $928,725 $1,201,010 $1,688,040
Owner/Stockholder Equity
Common Stock $591,090 $591,090 $591,090 $591,090
Retained Eamings (3261,147) $655,303 33,200,134 $9,254,583
Total Liabilities & Owner Equity $331,943 $2,437,443 $5,440,274 $12,224,697
Ratios
Current Ratio 15439.65% 553.80% 900.62% 1439.41%
Quick Ratio 15439.65% 536.65% 900.62% 1439.41%

The projections shown here are based on the average sales price of $1300.00 per torr



Income Statement

HeatShield Technologies Inc.

FY92 FY93 FY94
Sales
Klannerite $4,053,400 $9,188,400 $19,458,400
% of Total Sales 81% 76% 76%
Speciaty Coatings $980,000 $2,870,000 $6,090,000
% of Total Sales 19% 24% 24%
Total Sales $5,033,400 $12,058,400 $25,548,400
Cost of Sales
Materials $235,068 $634,768 $1,346,168
% of Total Sales 5% 5% 5%
Labor $243,360 $463,319 $1,031,852
% of Total Sales 5% 4% 4%
Overhead $347,357 - $686,528 $1,338,056
% of Total Sales 7% 6% 5%
Total Cost of Sales $825,785 $1,784,615 $3,716,076
Gross Profit $4,207,615 $10,273,785 $21,832,324
Gross Margin 84% 85% 85%
Operating Expenses
Selling Costs $393,034 $1,033,249 $1,925,079
% of Total Sales 8% 9% 8%
General & Administrative $296,529 $427,998 $598,548
% of Total Sales 6% 4% 2%
PDC Joint Venture Paymnt $1,813,633 $4,515,483 $9,872,776
% of Total Sales 36% 37% 39%
Total Operating Expenses $2,503,196 $5,976,730 $12,396,403
% of Total Sales 50% 50% 49%
Income from Operations $1,704,419 $4,297,055 $9,435,921
% of Total Sales 34% 36% 37%
Interest Income (Expense) $65,000 $150,000 $250,000
Income before Taxes $1,769,419 $4,447,055 $9,685,921
Taxes on Income $582,138 $1,463,081 $3,186,668
Net Income $1,187,281 $2,983,974 $6,499,253
% of Total Sales 24% 25% 25%

Income projections shown are based on the assumption of the average sales price of $1300.00 per ton



HeatShield Technologies, Inc.

Source & Use of Funds

FY91 FY92 FY93 FY94
Source of Funds
Gross Profit before Expenses $0 $4.050,680 $10,095,958 $21,516,465
Depreciation and Amortization $1,800 $182,523 $332,523 $632,523
- Interest Income $0 $60,000 $90,000 $200,000
- Operating Cash Flow $1,800 $4,293,203 $10,518,481- $22,348,988
Increased Long Term Debt : $0 $1,250,000 $500,000 $1,000,000
Issuance of Stock $591,090 $0 $0 $0
Total Source of Funds $592,890 $5,543,203 $11,018,481  $23,348,988
- Use of Funds »
Marketing and Advertising '$36,000 $343,034 $808,249  $1,625,079
Salaries - $113,029 $203,000 $292,840 $410,500
Investments $8,750 $0 $0 $0
Land $0 $100,000 $0 $0
Building $0 $300,000 $0 $0
Plant Equipment $11,000 $750,000 $750,000 $1,500,000
Mining Equipment $0 $100,000 $0 $0
Research and Development $96,311 $50,000 $225,000 $300,000
Operational Expenses $27,800 $93,529 $135,158 $188,048
PDC Joint Venture Payments $0 $1,785,320 $4,522,117 $9,901,180
Loan Repayment-Prirvint. $0 $270,000 $410,000 $680,000
Dividends on Preferred Shares $0 $0 $0 $0
Provision for Income Taxes $0 $449,347 $1,247,763 $2,833,235
Total Use of Funds $292,890 $4,444 230 $8,391,127 $17,438,042
Summary of Changes
in Working Capital
Total Sources of Funds $592,890 $5,543,203 $11,018,481 $23,348,988
Total Funds Used : ($292,800) ($4,444,230) ($8,391,127) ($17,438,042)
Cash Flow From Previous Year $0 $300,000 $1,398,973 $4,026,327
Cumulative Cash Flow $300,000 $1,398,973 $4,026,327 $9,937,273

The income projections shown here are based on the assumption of the average sales price of $1300.00 per ton



Notes to the Pro-forma Financial
Projections

SALES

The sales figures are shown seperately for sales of Klannerite™ as
an industrial mineral used as an extender or filler and sales of our
proprietary specialty coatings used in many applications such as
refractory coatings, corrosive resistance coatings, and fire inert
paints.

Klannerite™ Sales Assumptions

A schedule was prepared to calculate 100% capacity output of an
ACM 200 particle size reduction machine (see schedule).

*FY92 Sales Volume used was 3118 tons.
(This assumed 75% of the ACM 200 capacity could be sold, this
would be less than 1/100 of 1% of the market).

«FY93 Sales Volume used was 7068 tons.

(This assumed a second ACM would be purchased and in place and
85% of both machine's capacity would be sold).

*FY94 Sales Volume used was 14968 tons.
(This assumes 2 more ACM 200 would be purchased for a total of 4
machines now operating and sales would be a 90% of capacity.

These sales volumes by ton are conservative considering the total
extender and filler market in North America alone is presently over
12 million tons.



SALES (CON'T)
Specialty Coatings Sales Assumptions

The sales price of our specialty coating at a minimum will be $70.00
per gallon. This price is used in all three scenarios. See the volumes
totals used listed on the next page.

Volume Used

FY92-Sales based on 14,000 gallons
FY93-Sales based on 41,000 gallons
'FY94-Sales based on 87,000 gallons

We feel these projections are quite conservative considering that
our product offers a energy saving factor of 18-24 % for refractory
situation. The sales volumes shown in FY94 would not even supply
all of USX plants enough to coat their soaking pits and furnaces.

COST OF SALES

The cost of Sales is made up of three parts,materials, labor and
processing overhead costs. The following are the assumptions used
for each area.

Materials

These are the cost of surface mining and transportation to the
processing facility. Estimates have been received for both and are
as follows.

«Surface mining=$20.00 per ton
*Transportation costs as follow:
Equipment to be purchased:

2 Front-End Loaders Cost: $50,000
1 Dump Truck Cost: $50.000
Total ' $100,000

( To be amortized over 5 years)



COST OF SALES (CON'T)

5 year amortization $100,000+5= $20,000
1 Contract Truck Driver $30.000
Total costs per year $50,000

Other material cost shown here is the cost to manufacturer of
specialty coating. The cost is $11.00 per gallon.

‘Labor

These are the labor costs to run the processing plant. The numbers
have been increased with each year's addition of ACM machines.
Labor rates, including benefits, are based as follows and increase
each year by at least 5% for inflation. -

Wages Wages with Total Yearly

FYQ92 Benefits Wages
Foreman 12.50 - 15.00 $37,440.00
Machine Operators 9.16 11.00 $27,456.00
General Labor/Machine Helper 7.50 9.00 $22464.00
Packaging and Shipping Labor 6.25 7.50 $18,720.00

Note:See Section on Job C_reation
Processing Overhead Costs

Plans are to lease a facility at first. We have held discussions with
city officials for Kingman who have indicated a willingness to
finance a plant through Industrial Revenue Bonds and possible tax
incentive for locating in their industrial park. The electricity quote
is high. The electric company official said they would most likely
compromise to a workable rate once total KWH are known.

Equipment is estimated on the high side to include installation, set-
up and initial training to operators. The machines are being
depreciated over a five year period for the purposes of these
projections.

(See attached appendix Breakdown of Cost of Goods Sold for each
scenario).



SALES AND MARKETING EXPENSES

The sales and marketing costs include salaries for full time sales
manager and addition of salespeople each subsequent uear. Also
included is the lease royalties fees due to New Mexico and Arizona
Land Company. The lease calls for payments of 5% of gross sales
less certain costs. Each year has been calculated out based on sales
scenarios used.

(See Schedule of Breakdown in appendix).

GENERAL AND ADMINISTRATIVE EXPENSES

(See Schedule of Breakdown following).

OTHER NOTES OF INTEREST
Accrued Liability

An accrued liability is also set-up to cover the 8% cummulative
interest due on the preferred shares.

Long and Short Term Debt

This is the payments due on the financing we hope to obtain. These
proformas were prepared considering a loan would be secured for
$1250,000 at 13% interest rate for the first year and 11% for the
remaining six years. Additional financing is required to expand
production to the level used in the projections. This second round of
financing calls for loans to be secured for $500,000 in the second
year and $1,000,000 in the third year. For the purpose of the
projection a 11% rate was used. and . The short term debt is the
portion of the princial due in the next 12 months the remainder is
listed as long term debt balance owed is listed as long term debt.



Pro-forma Financial
Projections

Schedules and Worksheets
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OVERVIEW

An opportunity exists to acquire a minority stake of a privately held,
high growth potential company with proven limited natural reserves
of a mineral known as Klannerite™.

The company HeatShield Technologies, Inc. ("HeatShield") was
formed in May 1991. Under a joint venture agreement with PDC
Industrial Coatings, Inc. ("PDC"), HeatShield has acquired fifty
percent of the lease and one-hundred percent of the rights to mine,
refine, market and distribute the unique mineral deposit consisting
of Klannertite™ from the "Viva Luz Mine" located in Mohave County,
Arizona. The Klannerite™ silica crystals have unique prismatic and
refractory characteristics not commonly found elsewhere. To date
the primary focus of sales and marketing has been toward the
development of major industry customers in the paint, plastic, and
paper groups. The company anticipates to limit the quantity of its
initial customer base until such time as a selected few major
companies have given substantial levels of acceptance to
Klannerite™ and its derivatives. Price ranges of bulk sales range
from $300 to over $3000 per ton with over 500,000 tons held in
reserve.””/

Numerous opportunities exist to obtain significant growth of over
one-hundred percent per year in revenues and earnings. Principal
among these are:
«New product applications, especially in the coatings and
industrial mineral markets.

Increased potential of the company's high heat reflective
ceramic coating formula.

«Enhanced relations with major Fortune 500 companies
already interested in the company's products.

<Expansion of the company's marketing effort to include
‘markets outside of the United States.



In order to manage these activities and accomplish the growth
objectives set out in the financial plan, additional management
skills and staff are needed. The basic experience and skill to manage
the company is already available through the resources of its board
of directors whom are all accomplished individuals in their
perspective areas of expertise. Detailed planning and
" implementation will be required for the proposed plant facility and
additional marketing efforts.

Briefly, it is believed that the company can reach through the
implementation of the activities mentioned above, a level of $21
million in sales and $7.5 million in pre-tax profits within four years
after inception.

During the first two or three years, the company will retain earnings
to finance its growth. After that, investors can anticipate
substantial returns on their investment, through dividends or a
public offering, or a combination of the two.

RISK

While risks always must be enunciated and considered, in this case
they seem few and of relatively low probability.

As far as management and operation of the Company's future
business is concerned, an addition of a production facility in
Kingman,AZ is planned with the hiring of two management personnel
plus seven to nine production employees.

Ongoing test data is proving a worst case scenario for selling
Klannerite™ at $320-360 per ton as a pigment additive. =~ The cost
of production of Klannerite™ is approximately $220 per ton,
therefore in the beginning profits may be slight in comparison to
overall potential of the business. For instance, the ceramic coating
could sell for $70 per gallon when it only costs less than $10 per
gallon to produce.



The only major risk is in the company's ability to finance its future
growth. However, as more positive data is now available, indications
are strong to complete the present equity offering of $500,000 for
working capital, marketing, research and development, engineering
of the mine, along with servicing a $1,250,000 plant and equipment
loan for particle size reduction equipment and plant set-up. The
company is presently in discussion with the city of Kingman,AZ to
arrange an Industrial Revenue Bond for the planned facility.
Alternative methods for equipment financing include but are not
limited to banks, private individuals, or lease financing.

Additionally, the possibility exists for government grant monies to
be available for future research and development of the company's
potential products derived from Klannerite™. At present, results
from testing are pending from two separate sources which could
provide the impetus to procure these funds.

The expenditure for capital equipment spending is forecast at

) 250,000 $466;888: The management of the company anticipates breakeven of

[

cash flow within six months of operation and significant profits
thereafter would fund further expansion.

Certainly, the maximum and most likely plan projections embody
some risk. However, since the most likely projections can be
accomplished with far less than 100% accomplishment of the
business plan objectives, it seems highly likely that the minimum
projection truly defines the downside risk, and this plan
achievement still would provide good growth and generate adequate
funds to run the business activities, cover debt, and allow returns to
investors of substantial magnitude.



FINANCIALS



Pro-forma Financial
Projections

OVERVIEW

/

This section contains three different financial projections based on
the sales price of $700.00, $1000.00, and $1300.00 per ton.

" Each scenario uses the same basis for calculating the financial
projections.

Deiails of the basis used for the calculations are contained in the
"Notes to the Pro-forma Financial Projections" located in the back of
this section.



Pro-forma Financial
Projections

Scenario #1



Income Statement

HeatShield Technologies, Inc.

The income projections shown here are based on the assumption of the average sales price of $700.00 per ton

FY 92 FY 393 FY 94
sales
Klannerite™ $2,182,950 $4,948,020 $10,478,160
% of Total Sales 69% 63% 63%
Specialty Coatings $980,000 $2,870,000 $6,090,000
% of Total Sales 31% . 37% 37%
Total Sales $3,162,950 $7,818,020 $16,568,160
Cost of Sales
Materials $266,360 $645,000 $1,312,360
% of Total Sales 8% 8% 8%
Labor $243,360 $463,319 $1,031,852
. % of Total Sales - 8% 6% 6%
Overhead $473,000 $854,123 $1,687,723
% of Total Sales 15% 11% 10%
Total Cost of Sales $982,720 $1,962,442 $4,031,935
Gross Profit $2,180,230 $5,855,578 $12,536,225
Gross Margin 69% 75% 76%
Operating Expenses
Selling Costs $299,517 $821,230 $1,476,067
% of Total Sales 9% 11% . 9% .
General & Administrative $296,529 $427,998 $598,548
% of Total Sales 9% 5% 4%
Loan Repayment-Prin/INT. $270,000 $410,000 $680,000
% of Total Sales 9% 5% 4%
PDC Joint Venture Paymnt $897,853 $2,507,936 $5,635,566
% of Total Sales 28% 32% 34%
Total Operating Expenses $1,763,899 - $4,167,164 $8,390,181
% of Total Sales 56% 53% 51%
Income from Operations $416,331 $1,688,414 $4,146,044
. % of Total Sales 13% 22% 25%
Interest Income (Expense) $25,000 $50,000 $100,000
Income before Taxes $441,331 $1,738,414 $4,246,044
Taxes on Income $145,197 $571,938 $1,396,948
Net Income $296,134 $1,166,476 $2,849,096
% of Total Sales 9% 15% 17%



HeatShield Technologies Inc.

BALANCE SHEET
FY91 FY92 FY93 FY94
Assets
Current Assets
Cash $300,000 $984,120 $2,780,180 $6,742,006
Investments $0 $0 $0 $0
Accounts Receivable $0 $0 $0 $0
Notes Receivable $8,793 $8,793 $8,793 $8,793
Inventory $0 $70,000 $150,000 $200,000
Total Current Assets $308,793 $1,062,913 $2,938,973 $6,950,799
Plant & Equipment
Building $0 $0 $0 $0
Office Equipment $11,000 $15,000 $18,000 $24,000
Plant Equipment $0 $400,000 $800,000 $1,600,000
Less Accumulated Depreciation ($1,850) ($83,000) ($163,600) ($324,800)
Net Property & Equipment $9,150 $332,000 $654,400 $1,299,200
Other Assets $14,000 $4,000 $4,000 $4,000
Total Assets $331,943 $1,398,913 $3,597,373 $8,253,999
Liabilities & Owner Equity
Current Liabilities
Short Term Debt $0 $70,000 $148,000 $307,000
Accounts Payable $0 $0 $0 $0
Income Taxes Payable $2,000 $3,000 $4,000 $5,000
Accrued Liabilities $0 $40,000 $80,000 $120,000
Total Current Liabilities $2,000 $113,000 $232,000 $432,000
Long Term Debt $0 $265,000 $452,000 $815,000
Owner/Stockholder Equity
Common Stock $591,090 $591,090 $591,090 $591,090
Retained Earnings ($261,147) $429.823 $2,322,283 $6,415,909
Total Liabilities & Owner Equity $331,943 $1,398,913 $3,597,373 $8,253,999
Ratios
Current Ratio 15439.65% 940.63% 1266.80% 1608.98%
Quick Ratio 15439.65% 878.68% 1202.14% 1562.68%

The projections shown here are based onthe assumption of the average sales price of $700.00 per ton



Source & Use of Funds

HeatShield Technologies Inc.

FY91 FY92 FY93 FY94
Source of Funds
Gross Profit before Expenses $0 $2,337,165 $6,033,405 $12,852,084
Depreciation and Amortization $1,800 $83,000 $163,600 $324,800
Interest Income $0 $65,000 $150,000 $250,000
Operating Cash Flow $1,800 $2,485,165 $6,347,005 $13,426,884
Increased Long Term Debt $0 $400,000 $400,000 $800,000
Issuance of Stock $591,090 $0 $0 $0
Total Source of Funds $592,890 $2,885,165 $6,747,005 $14,226,884
Use of Funds
Marketing and Advertising $36,000 $249,517 $596,230 $1,176,067
Salaries $113,029 $203,000 $292,840 $410,500
Investments $8,750 $0 $0 $0
Capital Equipment $11,000 $400,000 $400,000 $800,000
Research and Development $96,311 $50,000 $225,000 $300,000
Operational Expenses $27,800 $93,529 $135,158 $188,048
PDC Joint Venture Payments $0 $915,166 $2,501,302 $5,607,162
Dividends on Preferred Shares $0 $0 $0 $0
Provision for Income Taxes $0 $289,833 $800,415 $1,783,281
Total Use of Funds $292,890 $2,201,045 $4,950,945 $10,265,058
Summary of Changes
in Working Capital
Total Sources of Funds $592,890 $2,885,165 $6,747,005 $14,226,884
Total Funds Used ($292,890) ($2,201,045) ($4,950,945) ($10,265,058)
Cash Flow From Previous Year $0 $300,000 $984,120 $2,780,180
Cumulative Cash Flow $300,000 $984,120 $2,780,180 $6,742,006

The projections shown here are based on the assumption of the average sales price of $700.00



Pro-forma Financial
Projections

Scenario #2



Income Statement

HeatShield Technologies Inc.

FY 92 FY 93 FY 94
Sales _
Klannerite $3,118,500 $7,068,600 $14,968,800
% of Total Sales 76% 71% 71%
Specialty Coatings $980,000 $2,870,000 $6,090,000
% of Total Sales 24% 29% 29%
Total Sales $4,098,500 $9,938,600 $21,058,800
Cost of Sales
Materials $235,068 $634,768 $1,346,168
% of Total Sales 6% 6% 6%
Labor $243,360 $463,319 $1,031,852
% of Total Sales 6% 5% 5%
Overhead $347,357 $686,528 $1,338,056
% of Total Sales 8% 7% 6%
Total Cost of Sales $825,785 $1,784,615 $3,716,076
Gross Profit $3,272,715 $8,153,985 $17,342,724
Gross Margin 80% 82% 82%
Operating Expenses
Selling Costs $346,289 $927,259 $1,700,599
% of Total Sales 8% 9% 8%
General & Administrative $296,529 $427,998 $598,548
% of Total Sales 7% 4% 3%
PDC Joint Venture Paymnt $1,369,555 $3,508,578 $7,605,216
% of Total Sales 33% 35% 36%
Total Operating Expenses $2,012,373 $4,863,835 $9,904,363
% of Total Sales 49% 49% 47%
Income from Operations $1,260,342 $3,290,150 $7,438,361
% of Total Sales 31% 33% 35%
Interest Income (Expense) $65,000 $150,000 $250,000
Income before Taxes $1,325,342 $3,440,150 $7,688,361
Taxes on Income $436,037 $1,131,809 $2,529,470
Net Income $889,305 $2,308,341 $5,1 58,891
% of Total Sales 22% 23% 24%

The income projections shown here are based on the assumption of the average sales price of $1000.00 per ton



HeatShield Technologies Inc.

BALANCE SHEET
FY91 FY92 FYa3 FY94
Assets
Current Assets
Cash $300,000 $1,282,305 $3,754,246 $9,237,137
Investments $0 $0 $0 $0
Accounts Receivable $0 $0 $0 $0
Notes Receivable $8,793 $8,793 $8,793 $8,793
Inventory 30 $70,000 $150,000 $200,000
Total Current Assets $308,793 $1,361,098 $3,913,039 $9,445,930
Plant & Equipment
Building $0 $0 $0 $0
Office Equipment $11,000 $15,000 $18,000 $24,000
Plant Equipment $0 $400,000 $800,000 $1,600,000
Less Accumulated Depreciation ($1,850) ($83,000) ($163,600) ($324,800)
Net Property & Equipment $9,150 $332,000 $654,400 $1,299,200
Other Assets $14,000 $4,000 $4,000 $4,000
Total Assets $331,943 $1,697,098 $4,571,439 $10,749,130
Liabilities & Owner Equity
Current Liabilities
Short Term Debt $0 $70,000 $148,000 $307,000
Accounts Payable $0 $0 $0 $0
Income Taxes Payable $2,000 $3,000 $4,000 $5,000
Accrued Liabilities 30 $40,000 $80,000 $120,000
Total Current Liabilities $2,000 $113,000 $232,000 $432,000
Long Term Debt $0 $265,000 $452,000 $815,000
Owner/Stockholder Equity
Common Stock . $591,090 $591,090 $591,090 $591,090
Retained Earnings ($261,147) $728,008 $3,296,349 $8,911,040
Total Liabilities & Owner Equity $331,943 $1,697,098 $4,571,439 $10,749,130
Ratios
Current Ratio 15439.65% 1204.51% 1686.65% 2186.56%
Quick Ratio 15439.65% 1142.56% 1622.00% 2140.26%
[

The projections shown here are based on the assumption of the average sales price of $1000.00 per ton



Source & Use of Funds

HeatShield Technologies Inc.

FY91 FY92 FY93 FY94

Source of Funds :

Gross Profit before Expenses $0 $3,272,715 $8,153,985 $17,342,724
Depreciation and Amortization $1,800 $83,000 $163,600 $324,800
Interest Income $0 $65,000 $150,000 $250,000
Operating Cash Flow $1,800 $3,420,715 $8,467,585 $17,917,524
Increased Long Term Debt $0 $400,000 $400,000 $800,000
Issuance of Stock $591,090 $0 $0 $0
Total Source of Funds $592,890 $3,820,715 $8,867,585 $18,717,524
Use of Funds

Marketing and Advertising $36,000 $296,289 $702,259 $1,400,599
Salaries $113,029 $203,000 $292,840 $410,500
Investments $8,750 $0 $0 $0
Capital Equipment $11,000 $400,000 $400,000 $800,000
Research and Development $96,311 $50,000 $225,000 $300,000
Operational Expenses $27,800 $93,529 $135,158 $188,048
PDC Joint Venture Payments $0 $1,359,555 $3,508,578 $7,605,216
Dividends on Preferred Shares $0 $0 $0 $0
Provision for Income Taxes $0 $436,037 $1,131,809 $2,529,470
Total Use of Funds $292,890 $2,838,410 $6,395,644 $13,233,833

Summary of Changes
in Working Capital

Total Sources of Funds $592,890 $3,820,715 $8,867,585 $18,717,524
Total Funds Used ($292,890) ($2,838,410) ($6,395,644) ($13,233,833)
Cash Flow From Previous Year $0 $300,000 $1,282,305 $3,754,246
Cumulative Cash Flow $300,000 $1,282,305 $3,754,246 $9,237,937

The projections here are based on the assumption of the average sales price of $1000.00 per ton



Pro-forma Financial
Projections

Scenario #3



Income Statement

HeatShield Technologies, Inc.

The income projections shown here are based on the assumption of the average sales price of $1300.00 per ton

FY92 FY93 FY94
Sales
Klannerite $4,053,400 $9,188,400 $19,458,400
% of Total Sales 81% 76% 76%
Speciaty Coatings $980,000 $2,870,000 $6,090,000
% of Total Sales 19% 24% 24%
Total Sales $5,033,400 $12,058,400 $25,548,400
Cost of Sales
Materials : $266,360 $645,000 $1,312,360
--o4 of Total Sales 5% ' 5% 5%
Labor $243,360 $463,319 $1,031,852
“-.. % of Total Sales 5% 4% 4%
- Overhead ' © $473,000 $854,123 $1,687,723
% of Total Sales 9% 7% 7%
Total Cost of Sales $982,720 $1,962,442 $4,031,935
Gross Profit $4,050,680 $10,095,958 $21,516,465
Gross Margin 80% 84% 84%
Operating Expenses
Selling Costs $393,034 $1,033,249 $1,925,079
% of Total Sales 8% 9% 8%
General & Administrative $296,529 $427,998 $598,548
% of Total Sales 6% 4% 2%
' Loan Repayment-Prirvint. $270,000 $410,000 $680,000
% of Total Sales 5% 3% 3%
PDC Joint Venture Paymnt $1,785,320 $4,522,117 $9,901,180
% of Total Sales 35% 38% 39%
Total Operating Expenses $2,744,883 $6,393,364 $13,104,807
% of Total Sales 55% 53% 51%
Income from Operations $1,305,797 $3,702,594 $8,411,658
% of Total Sales 26% 31% 33%
Interest Income (Expense) $60,000 $90,000 $200,000
Income before Taxes $1,365,797 $3,792,594 $8,611,658
Taxes on Income $449,347 $1,247,763 $2,833,235
Net Income $916,450 $2,544,831 $5,778,423
% of Total Sales 18% 21% 23%



HeatShield Technologies Inc

BALANCE SHEET
FY91 FY92 FY93 FY94
Assets
Current Assets
Cash $300,000 $1,580,281 $4,727,855 $11,551,908
Investments $0 $0 $0 $0
Accounts Receivable $0 $0 $0 %0
Notes Receivable $8,793 $8,793 $8,793 $8,793
Inventory $0 $70,000 $150,000 $200,000
Total Current Assets $308,793 $1,659,074 $4,886,648 $11,760,701
Plant & Equipment
Building $0 $0 $0 $0
Office Equipment $11,000 $15,000 $18,000 $24,000
Plant Equipment $0 $400,000 $800,000 $1,600,000
Less Accumulated Depreciation ($1,850) ($83,000) ($163,600) ($324,800)
Net Property & Equipment $9,150 $332,000 $654,400 $1,299,200
Other Assets $14,000 $4,000 $4,000 $4,000
Total Assets $331,943 $1,995,074 $5,545,048 $13,063,901
Liabilities & Owner Equity
Current Liabilities
Short Term Debt $0 $70,000 $148,000 $307,000
Accounts Payable $0 $0 $0 $0
Income Taxes Payable $2,000 $3,000 $4,000 $5,000
Accrued Liabilities $0 $40,000 $80,000 $120,000
Total Current Liabilities $2,000 $113,000 $232,000 $432,000
Long Term Debt $0 $265,000 $452,000 $815,000
Owner/Stockholder Equity
Common Stock $591,090 $591,090 $591,090 $591,090
Retained Earnings ($261,147)  $1,025,984 $4,269,958  $11,225 811
Total Liabilities & Owner Equity $331,943 $1,995,074 $5,545,048 $13,063,901
Ratios
Current Ratio 15439.65% 1468.21% 2106.31% 2722.38%
Quick Ratio V 15439.65% 1406.26% 2041.66% 2676.09%

The projections shown here are based on the assumption of the average sales price of $1300.00 per ton



Source & Use of Funds

HeatShield Technologies Inc.

FY91 FY92 FY93 FY94
Source of Funds
Gross Profit before Expenses $0 $4,207,615 $10,273,785 $21,832,324
Depreciation and Amortization $1,800 $83,000 $163,600 $324,800
Interest Income $0 $65,000 $150,000 $250,000
Operating Cash Flow $1,800 $4,355,615 $10,587,385 $22,407,124
Increased Long Term Debt $0 $400,000 $400,000 $800,000
Issuance of Stock $591,090 $0 $0 $0
Total Source of Funds $592,890 $4,755,615 $10,987,385 $23,207,124
Use of Funds
Marketing and Advertising $36,000 $343,034 $808,249 $1,625,079
Salaries $113,029 $203,000 $292,840 $410,500
Investments $8,750 $0 $0 $0
Capital Equipment $11,000 $400,000 $400,000 $800,000
Research and Development $96,311 $50,000 $225,000 $300,000
Operational Expenses $27,800 $93,529 $135,158 $188,048
PDC Joint Venture Payments $0 $1,803,633 $4,515,483 $9,872,776
Dividends on Preferred Shares $0 $0 $0 $0
Provision for Income Taxes $0 $582,138 $1,463,081 $3,186,668
Total Use of Funds $292,890 $3,475,334 $7,839,811 $16,383,071
Summary of Changes
in Working Capital
Total Sources of Funds $592,890 $4,755,615 $10,987,385 $23,207,124
Total Funds Used ($292,890) ($3,475,334) ($7,839,811) ($16,383,071)
Cash Flow From Previous Year $0 $300,000 $1,580,281 $4,727,855
Cumulative Cash Flow $300,000 $1,580,281 $4,727,855 $11,551,908

The projections here are based on the assumption of the average sales price of $1300.00 per ton



Notes to the Pro-forma Financial
Projections

SALES

The sales figures are shown seperately for sales of Klannerite™ as
an industrial mineral used as an extender or filler and sales of our
proprietary specialty coatings used in many applications such as
refractory coatings, corrosive resistance coatings, and fire inert
paints.

Klannerite™ Sales Assumptions

A schedule was prepared to calculate 100% capacity output of an
ACM 200 particle size reduction machine (see schedule).

*FY92 Sales Volume used was 3118 tons.
(This assumed 75% of the ACM 200 capacity could be sold, this
would be less than 1/100 of 1% of the market).

*FY93 Sales Volume used was 7068 tons.
(This assumed a second ACM would be purchased and in place and
85% of both machine's capacity would be sold).

*FY94 Sales Volume used was 14968 tons.
(This assumes 2 more ACM 200 would be purchased for a total of 4
machines now operating and sales would be a 90% of capacity.

These sales volumes by ton are conservative considering the total
extender and filler market in North America alone is\presently over
12 million tons.



SALES (CON'T)
Specialty Coatings Sales Assumptions

The sales price of our specialty coating at a minimum will be $70.00
per gallon. This price is used in all three scenarios. See the volumes
totals used listed on the next page.

Volume Used

FY92-Sales based on 14,000 gallons
FY93-Sales based on 41,000 gallons
FY94-Sales based on 87,000 gallons

We feel these projections are quite conservative considering that
our product offers a energy saving factor of 18-24 % for refractory
situation. The sales volumes shown in FY94 would not even supply
all of USX plants enough to coat their soaking pits and furnaces.

COST OF SALES

The cost of Sales is made up of three parts,materials, labor and
processing overhead costs. The following are the assumptions used
for each area.

Materials
These are the cost of surface mining and transportation to the
processing facility. Estimates have been received for both and are

as follows.

Surface mining=$20.00 per ton
Transportation by truck=$120.00 per 20 tons

Other material cost shown here is the cost to manufacturer of
specialty coating. The cost is $11.00 per gallon.



COST OF SALES (CON'T)
Labor
These are the labor costs to run the processing plant. The numbers
have been increased with each year's addition of ACM machines.

Labor rates, including benefits, are based as follows and increase
each year by at least 5% for inflation.

Wages Wages with Total Yearly

EY92 Benefits Wages
Foreman 12.50 15.00 $37,440.00
Machine Operators © 9.16 11.00 $27,456.00
General Labor/Machine Helper 7.50 9.00 $22464.00
Packaging and Shipping Labor 6.25 7.50 $18,720.00

Processing Overhead Costs

Plans are to lease a facility at first. We have held discussions with
city officials for Kingman who have indicated a willingness to
finance a plant through Industrial Revenue Bonds and possible tax
incentive for locating in their industrial park. The electricity quote
is high. The electric company official said they would most likely
compromise to a workable rate once total KWH are known.

Equipment is estimated on the high side to include installation, set-
up and initial training to operators. The machines are being
depreciated over a five year period for the purposes of these
projections.

(See attached appendix Breakdown of Cost of Goods Sold for each
scenario).



SALES AND MARKETING EXPENSES

The sales and marketing costs include salaries for full time sales
manager and addition of salespeople each subsequent uear. Also
included is the lease royalties fees due to New Mexico and Arizona
Land Company. The lease calls for payments of 5% of gross sales
less certain costs. Each year has been calculated out based on sales
scenarios used.

(See Schedule of Breakdown in appendix).

GENERAL AND ADMINISTRATIVE EXPENSES

(See Schedule of Breakdown following).

OTHER NOTES OF INTEREST
Accrued Liability

An accrued liability is also set-up to cover the 8% cummulative
interest due on the preferred shares.

Short Term Debt

This is the portion of the equipment financing due in the next 12
months. The remainder of the equipment balance owed is listed as
long term debt. Also, the loan shown is a 5 year loan @ 13%.



- Pro-forma Financial
Projections

Schedules and Worksheets
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SOULE & ASSOCIATES, P.A.
CERTIFIED PUBLIC ACCOUNTANTS

BRUCE D. SOULE, CPA : | 289 EAST OAKLAND PARK BLYD.
FORT LAUDERDALE, FL 33334

TELEPHONE: (305) 561-5801
. _ FAX: (305) 561-5877

ACCOUNTANTS’ COMPILATION REPORT

Officers and Stockholders
Heatshield Technologies, Inc.

(A Development Stage Enterprise)
Fort Lauderdale, Florida

We have compiled the accompanying consolidated balance sheet of Heatshield Technologies,

.Inc. as of July 31, 1991, and the related statements of consolidated income (loss) and deficit
accumulated during the development stage, and consolidated cash flows for the period from
inception (May 13, 1991) to July 31, 1991, in accordance with standards established by the
American Institute of Certified Public Accountants.

A compilation is limited to presenting in the form of consolidated financial statements
information that is the representation of management. We have not audited or reviewed the
accompanying consolidated financial statements and, accordingly, do not express such an
opinion or any other form of assurance on them.

The Company is in the development stage since its only activity since inception has consisted
primarily of financing arrangements and other various sale and joint venture agreements.

Your attention is invited to the fact that all disclosures by way of footnotes may not be
contained in this report to enable the reader to gain a complete understanding of the business
of the Company. This report should be read along with the Private Placement Memorandum
dated August 19, 1991.

SOULE & ASSOCIATES, P.A.
ok Ot
bertiﬂed Public Accountant§

September 24, 1991



HEATSHIELD TECHNOLOGIES, INC.
(A DEVELOPMENT STAGE ENTERPRISE)

CONSOLIDATED BALANCE SHEET |

(READ ACCOUNTANTS’ COMPILATION REPORT)

ASSETS

CURRENT ASSETS:
Cash
Prepaid expenses
Note receivable

Total current assets

FURNITURE AND EQUIPMENT
Less accumulated depreciation

Net furniture and equipment
OTHER ASSETS:
Prepaid royalty
Deferred offering costs
Deposits

Total other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

JULY 31, 1991

CURRENT LIABILITIES:
Payroll tax payable

STOCKHOLDERS' EQUITY:

Common stock - $.001 par value, 25,000,000 shares authorized,
750,000 shares issued and outstanding

Capital paid in excess of par value

Deficit accumulated during the development stage

Total stockholders’ equity

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

$ 33098
1866
81793
43 757

5 063
177

4 886
10 000
4 000
1270

15 270

$ 63913

s 961

750
90 340
(28 138)

62952

$ 63913

The accompanying notes are an integral part of these financial statements.



HEATSHIELD TECHNOLOGIES, INC.
(A DEVELOPMENT STAGE ENTERPRISE)

STATEMENT OF CONSOLIDATED INCOME (LOSS) AND DEFICIT
ACCUMULATED DURING THE DEVELOPMENT STAGE

. FOR THE PERIOD FROM INCEPTION (MAY 13, 1991) TO JULY 31, 1991

(READ ACCOUNTANTS’ COMPILATION REPORT)

REVENUES $ 150
EXPENSES . ‘ 28 288
INCOME (LOSS) BEFORE TAXES (28 138)
PROVISION FOR INCOME TAXES 7 -0-
NET INCOME (LOSS) (28 138)
DEFICIT - Beginning of period -0-

DEFICIT ACCUMULATED DURING THE DEVELOPMENT STAGE
End of period $(28 138)

The accompanying notes are an integral part of these financial statements.



HEATSHIELD TECHNOLOGIES, INC.
(A DEVELOPMENT STAGE ENTERPRISE)

STATEMENT OF CONSOLIDATED CASH FLOWS

FOR THE PERIOD FROM INCEPTION (MAY 13, 1991) TO JULY 31, 1991

(READ ACCOUNTANTS’ COMPILATION REPORT)

CASH FLOW FROM OPERATING ACTIVITIES:
Cash paid for royalty
Cash paid for operating expenses
Cash flow (used in) operating activities
CASH FLOW FROM INVESTING ACTIVITIES:
Interest income
Increase in note receivable
Purchase of furniture and equipment
Payment of deposits
Payment of deferred offering expenses

Cash disbursed for investing activities

Net cash flow from (used in) investing activities

CASH FLOW FROM FINANCING ACTIVITIES:
Proceeds from sale of stock

NET INCREASE IN CASH FLOWS

$ 10000
29 016

(39 016)

150

8 793
5 063
1270

4 000

19126

(18 976)

91 080

$ 33098

The accompanying notes are an integral part of these financial statements.



HEATSHIELD TECHNOLOGIES, INC.
(A DEVELOPMENT STAGE ENTERPRISE)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD FROM INCEPTION (MAY 13, 1991) TO JULY 31, 1991

(READ ACCOUNTANTS’ COMPILATION REPORT)

NOTE 1 - PRINCIPLES OF CONSOLIDATION

This report contains the accounts of Heatshield Technologies, Inc., the parent Company
and HST Capital, a wholly-owned subsidiary.

NOTE 2 - JOINT VENTURE

In May of 1991, P.D.C. Industrial Coatings, Inc. entered into a joint venture with
HeatShield Technologies, Inc. The agreement calls for HeatShield to fund the
operation, in exchange P.D.C. assigned its rights to mine, market, and distribute the
unique Klannerite® ore deposits for 50% of the profits after expenses of HeatShield.
HeatShield has provided $10,000 to P.D.C. Industrial Coatings, Inc. ("PDC") as an
advance royalty with a guarantee of an additional $100,000 minimum royalty payable
November 30, 1992. Paul R. Arena, President of the Company is also Director of
P.D.C. Industrial Coatings, Inc. '

Both parties feel this agreement is equitable and in the best interest of their respective
investors.

NOTE 3 - NATURE OF BUSINESS

The Company intends to mine, refine, market and distribute its Klannerite® ore deposit
located in Northwestern Arizona. Management anticipates revenues to be derived from
the sale of its proprietary fireproof coatings and energy diffusive product additives. The
unique material, when used as an additive, has shown encouraging results that it
extends product life, provides UV and IR ray reflection as well as providing an energy
savings during the manufacturing process. As a fireproof coating, United States
Testing Company, Inc. issued a Class A Fire Rating based on a scale of 0-200; the
Company’s fireproof paint formula was rated as a 5. Industries which performed
testing and indicated a strong interest include: paints, plastics, glass, ceramics and
paper. ' -
The Company’s goal is to seek positive results form the ongoing research which is
currently being conducted. Several large companies have indicated a desire to purchase
the products of HeatShield. If this occurs, the resulting revenue could amount to
several million dollars for each industry.



HEATSHIELD TECHNOLOGIES, INC.
(A DEVELOPMENT STAGE ENTERPRISE)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD FROM INCEPTION (MAY 13, 1991) TO JULY 31, 1991

(READ ACCOUNTANTS’ COMPILATION REPORT)

NOTE 3 - NATURE OF BUSINESS (CONTINUED)

A letter of intent to supply material has been presented with two companies in the field
of distributing fire retardant paint and reflective coatings. HeatShield management
expect that agreements will be finalized soon.

NOTE 4 - NOTE RECEIVABLE

HeatShield loaned $10,000 Canadian on July 26, 1991 to P.D.C. Industrial Coatings,
Inc. The note bears interest at 13% and is due on demand. HeatShield has the option
to apply the amount due under this note for shares of P.D.C. to be offered in a private-
placement prior to the end of 1991. '
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AKRO SHIELD INC.

MOLTEN GUARD™
with KLANNERITE™

A new ceramic paint that could save the U.S. Steel industry upwards of $94 million
a year on its energy bills, is now being introduced to the market. The key ingredient
in this paint is a unique mineral called Klannerite™ which has prismatic and refrac-
tory characteristics not commonly found in other materials.

The mineral deposit, located in Northwestern Arizona, consists of high purity
crystalline aluminum silicate, with the dominant chemical present being silicon diox-
ide. The mineral is identified as cristobalite, a member of the silica group. The crystals
have an orthohombic form, (three 90 degree angles with two equal and one unequal
side). This is characteristic of another mineral in the silica group, tridymite. Therefore
the Klannerite™ mineral appears to be cristobalite, but with a crystal structure refer-
red to as a pseudomorph of tridymite.

This unique mineral has now been formulated into a ceramic paint. This “Photon
Diffusive Coating” (PDC) has shown an ability to reflect approximately 85% of energy

in the band of 0.5 to 5 microns, as well as certain other forms of energy, such as in-
frared, ultraviolet, and even radar waves.

PDC. is converted into a ceramic at about 500° Celsius, which acts like a fireproof
coating. It is completely noncombustible and provides excellent protection against cor-
rosion and destructive chemicals.

Because PDC reflects the energy produced by common sources, such as natural gas,
the product is effective as a protective shielding, as a fireproof coating or alternative-
ly, as a means for reducing energy consumption.






Marketing

Overview

This section contains marketing information and marketing plans
from the firm with which we have signed representative
agreements. (See Agreement Section for copies of signed
agreements).



Akro Shield Inc.
Proposed Marketing Summary

Introduction

Now that an agreement has been set forth in principal between
HeatShield Technologies, Inc. and Akro Shield Inc., we should
establish the respective and mutually agreeable goals for which
Akro will pursue the marketing of HeatShield's ceramic coating to
the metal smelting industry.

The following is a summary of a marketing plan outlining goals and
phases of testing and sales over the next twelve months.

Phase | (30 Days)

Product Development and Testing: Within the first thirty days,
Akro to accomplish the following:

e Manufacture 200 gallons

2. Develop Industry brochures

3. Develop Product brochures including technical
product descriptions and economic payback analysis

4. Case study Interview ( HeatShield will assist )

5 Beta test with 5-15 prospective test site mills

Phase Il (30-90 Days)

The Beta Testing Phase To be accomplished in the next 60 days
(plan of action for the first 90 days.)

1. Direct Mail to 90 steel mills

2. Akro will explore the possibility of Accelerated
Testing

3. Obtain 5 Beta testing sites

4. Sales of minimum of 500 gallons

5. Customer's commitment to fund research testing

6. Contact 18 prospects: defined as:

a. R & D contact

b. Plant Management involvement

c. Executive management and/or purchasing agent
involvement



Phase Ill (90-180 Days)

Prospect Development and Product Testing should be the

priority for the next 90 days (Phases I, Il, Il should be completed
within the first 180 days.)

1. Commitments from at least 5 qualified prospects

for the following:

a. R & D commitment

b. Management involvement-letter of intent

c. Executive management/ or purchasing agent
involvement

Sales of 1000 gallons minimum

Minimum of two bonafide sales contracts

@

Dollar Sales Volume to be Achieved

Level 1-$1,000,000.00 ( 6-12 months)
Level 2-$3,000,000.00 (second 12 months)
Level 3-$5,000,000.00 (third 12 months)

Exclusivity

Exclusivity will be on a named account basis only. 240 days
minimum vs. $100,000 in sales at such time subject to review for
continued protection.

Market Size and Scope
U.S. Steel Industry Market size is defined as follows:

Assumptions

1. 25 pits x 90 mills= 2250 potential pits.

2. 1 pit = Approximately 7200 sqg. ft. and each gallon
covers 90 sq. ft., therefore 80 gallons would be
necessary per one application.

3. 80 gallons per pit x 3 applications per annum = 240
gallons per pit.

4. Potential market is: 2250 pits x 240 gallons=
540,000 gallons per annum.

5. Potential sales of 540,000 gallons at $70 per
gallon would equal $37,800,000.00



Points of Discussion

Akro would be responsible to provide HeatShield the following
information quarterly:

1. Who will be in charge of this program?
2. Customer Profile Data Sheet (lead sheet)
3. List of Direct Marketing Personnel and

Responsibilities

4. Budget for Expenditures: $2500 minimum
marketing per month for the following:

Travel

Direct Marketing

Industry Shows

Phones

Trade Journal Advertising
Associations

R I

(Budget vs. actual would be reviewed quarterly.)

Rev. 10/8/91
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Status Reports

Overview

This section contains two types of information. First, a Progress
Data Spread Sheet which shows potential customers, distributor and
the current research and development facilities, industry areas and
a time line for expected results or information. Secondly, there are
individual status reports for each company listed on the Progress
Data Spread Sheet.



HEATSHIELD TECHNOLOGIES INC. - PROGESS DATA SHEET

Date

10/29/91
6/28/91
10/28/91
7/16/91
5/2/91
9/25/81
8/23/91
8/8/21
10/15/91
8/23/91
10/14/81
8/23/81
8/5/91
8/23/81

8/23/91
5/21/91
10/30/81
8/10/91
4/30/91
5/20/91

6/27/91
8/23/81
5/21/91
10/31/91

7/25/91

Company

Potential Customer
Alcoa Bldg. Products/Stolle
BASF
Day-Gio Color/Div. Naico
FMC
Ford Motor Co.
Mills Products
MODO
MODOCELL
Nalco Chemical
P.H. Glatfelter
Sauereisen
UCI Paints/Div. Union
Vista Chemical
Westvaco

Research and Development
Chemtech of Calif.
DL Labs
Eriez Magnetics
Michigan Tech. University
Micron Powder
Rutgers University

Potential Mfg.>Rep or Distributor
AKRO
Chemtech of Calif.
D.H. Litter
Hukill Chemical
Marketing
Kayler ‘Geoscience

LEGEND

1-PAPER/PAPER COATINGS
2-PLASTIC
3-PAINTS/COATINGS
4-GLASS/GLASS COATINGS
5-REFRACTORIES/CERAMICS
6—CEMENT

Industry Appl. May,1991 June, 1991

July, 1991 Aug., 1991

Sept., 1991

Oct., 1981 Nov., 1991 Dec., 1991

’

(3) (5)
3

Jan., 1992

R&D, iron Ext.
R&D, Mining
R&D, Eguipment

R&D,Chem.&Phy.

(3) (5) (6)
(3) (9)
3

(1) (2 ©)

Mining, MKkig.

REPORT/CONTRACT EXPECTED

INITIAL TESTING



Client Status Report

Name of Company: Akro Fireguard Products, Inc.
Division: Sales and Research Division
Address: 10633 Widmer

City, State, Zip: Lenexa, Kansas 66215
Industry: Fire Retardant Coatings

Date of First Contact: July 17,1991

Account History: Manufacturer's distribution agreement
signed as of 10-2-91 calling for sales of Klannerite at $1.00 per
pound less manufacturing discount of 15%. In addition, HeatShield to
receive 5% royalty on coating sales. Agreement represents sales
potential in excess of $1,000,000.00 over the next twelve months
with net proceeds to HeatShield Technologies, Inc. anticipated to be
approximately $250,000.00.

Akro Shield, Inc. now formed to represent Molten Guard ™ with
Klannerite m™.

Current Status: Production of ceramic refractory coating
containing Klannerite commenced on 10/28/91. Three steel
producers have tentatively agreed to become a beta test site for our
coatings. They are as follows: Bethlehem Steel, Shapiro Steel, and
Valley Steel. Initial installation is anticipated to be completed
within the next thirty days. Additionally, a marketing strategy has
been established to penetrate the smelting industry for foundry and
refractory coatings use of our product. Revenue is expected in early
1992.

NOTE: Ashgrove Cement has agreed to begin research efforts of
incorporating Klannerite into their cement products.

Potential Applications: Heat reflective and fire resistant

coatings for various uses by aircraft manufacturers, commercial
airlines, and the Steel Industry .

REV. 10/30/91



Client Status Report

Name of Company: Alcoa Building Products
The Stolle Corp.
Division: Products Formulation
Address: 2600 Campbell Road
City, State, Zip: Sidney, OH 45365
Industry: Vinyl Siding Manufacturer

Date of First Contact: 10/24/91

Account History: Second largest manufacturor of vinyl siding in
the country. We were recommended by a large plastic manufacturor
to speak with the company regarding capstock for the co-extruded
layer over PVC vinyl siding. It is believed that Klannerite™ may have
excellent thermal diffusive properties to the plastic that would act
as an insulator as well as prevent color distortion. As of today, a
testing program is scheduled to commence over the next ten days.

Current Status: Pending test results.

Potential Applications: Pigment additive for use in plastic PVC
compounds.

REV.11/4/91



Client Status Report

Name of Company: BASF Inmont

Division: Research

Address: 26701 Telegraph Road
City, State, Zip: Southfield, MI 48086-5009
Industry: Coatings - Automotive

Date of First Contact: July 28,1991

Account History: BASF needed an internal control number
before they could work with our product. The internal control number
issuiance depended upon whether or not Klannerite TM was
considered toxic. Since Klannerite is a natural mineral that is not
considered environmentally toxic we were required to send a
statement to BASF verifying the fact. BASF received the Statement
and issued a internal control number and requested ten pounds of
each T-5 and T-6 for testing. their testing should commence around
the middle of September and should take about 4 to 6 weeks

Current Status: Visited facility on 10/18/91 and met with
the two project managers that have been assigned to the
development of Klannerite. We discussed the project objectives of
possibly incorporating Klannerite into their powdered and liquid
coatings. Research is being conducted in both of these areas to
determine durability, corrosion and chemical resistance, rheology,
and thermal reflective capabilities of Klannerite in BASF coatings.
Load factors would be approximately 2-6% of total content.

NOTE: Approximately 1 out of every 3 automobiles produced in
Detroit has a BASF coating.

Potential Applications: Automotive and electrical coatings

REV.10/30/91



Client Status E’&_@[@@N

Name of Company: Chemtech of California, Inc.
Division: Research Division
Address: 2211 Navy Drive

City, State, Zip: Stockton, CA 95206
Industry: Coatings Development

Date of First Contact: August 23, 1991

Account History: A royalty agreement has been signed as of
10-9-91 calling for 5% royalty or commission in 11 western states.
The agreement calls for Dr. Dickman to formulate, patent, seek
approvals, and locate distribution on hi-tech specialty design high
heat ceramic coatings. Dr. Dickman is a German Chemist with over
40 years experience in coatings development. He has worked with
the Department of Defense and other governmental agencies
concerning coatings development and applications. Dr. Dickman has
previously developed several ceramic coating patents.

Current Status: Work has begun to develop initial formulas
to meet the requirements of the following applications: roof
coatings, pool deck coatings, and high heat ceramic coatings. Contact
will be made shortly with several west coast manufacturors and
distributors of such coatings. Mr. Dickman has been successful in the
past in acheiving market penetration with his patented formulas. It
is anticipated that he again will be successful, this time with
formulas incorporating Klannerite within them.

NOTE: Mr. Dickman has indicated from his preliminary research,
"Klannerite may prove to be a modern day replacement for certain
asbestos applications."

Potential Applications: Various Industry Coatings to be
developed per specifications.

REV. 10/30/91



Client Status Report

Name of Company: Day-Glo Color Corp.

Division of Nalco Chemical Corp.
Division: Analytical Chemicals Division
Address: 4515 St. Clair Ave.
City, State, Zip: Cleveland, OH 44103
Industry: Specialty Paints and Coatings

Date of First Contact: 10/24/91

Account History: Nalco Chemical is about to sell Day-Glo
to RPM Corp. Which owns Testers and Rustoleum paints amongst
other entities. Primarily the comapany specializes in synthetic
organic pigments. The interest in Klannerite™ lies in the possibility
of incorporation for its water and chemical resistant properties as
well as corrosion resistance. Their research department only
recieved samples of Klannerite last week. Results from testing are
expected in 60-90 days.

Current Status: Pending test results.

Potential Applications: Pigment additive and rheology agent.

REV.11/4/91



Client Status Report

Name of Company: DL Labs

Division: Testing Division

Address: 116 E. 16th Street

City, State, Zip: New York, NY 10003-2174

Industry: Lab Testing Facility for Paints and
Coatings

Date of First Contact: May 21,1991

Account History: Findings concerning approximately 35
different tests on latex and solvent based paints has been
completed. The report gives specific information regarding pricing

and competitive products and outlines the results from testing.
Conclusion illustrates a use in the paint industry as a pigment
additive to compete with precipitated calcium carbonate and
calcined clay which sells for about $320-360 per ton.Note: DL Labs
is a subsidiary of DH Litter, an 80 year old company who is widely
recognized in the paint and coatings industries as a leading test
facility for new product development.

Current Status: A completed report was delivered on
October 3,1991. The findings proved Klannerite to be superior
against precipitated calcium carbonate and calcined clay in the
following areas: water, corrosion, scrub, acid, and humidity
resistance, opacity, gloss, sheen and rheology. Further testing will
be required before attempting to bring Klannerite to the market.
However, discussions have begun with the parent company of DL Labs
to distribute Klannerite to paint manufacturors across the northeast
region of the U.S..

NOTE: Rheology agents such as cellulosic thickeners sell for $5000-
5500 per ton.

Potential Applications: The Report will provide basis for
Klannerite T to be used as a pigment additive in the paints and
coatings industry.

REV. 10/31/91



Client Status Report

Name of Company: FMC Corporation

Division: Composites Division
Address: 4800 East River Road

City, State, Zip: Minneapolis, Minnesota 55421
Industry: Defense

Date of First Contact: July 16,1991

Account History: Met with FMC for the second time.
Discussed FMC's willingness to test our coatings for use on exhausts
systems and missle lanchers. Initially, three different tests would
have to be passed in order for FMC to warrent further research. FMC
also thought we could get a research grant to further research for
military applications. The manager in charge of R&D spending also
refered us to someone connected with SDI and suggested that we
apply for classified security clearance regarding Stealth Technology.

Current Status: A sample of our photon diffusive coating is
being sent to the company for testing which is scheduled to begin on
11/11/91. A positive report would generate a proprietary agreement
for defense and military applications. Results are expected by mid-
December.

Potential Applications: Heat reflective coatings to be used in a
variety of military machinery and vehicles.

REV. 10/31/91
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Name of Company: Ford Motor Company

Division: Products Research & Glass Divisions
Address: 15000 Commerce Drive N.

City, State, Zip: Dearborn, M| 48120

Industry: Automotive

Date of First Contact: May 2,1991

Account History: Samples have been sent for testing.
However, Ford Motor Co. is in a transition to a hot glass powder
process for automotive glass manufacturing. Ford is experiencing
delays with this new technology. Therefore, initial testing of
Klannerite ™ has been postponed. It is anticipated that testing will
take place over the next 60-90 days.

Current Status: The week of 10/28/91 Ford has begun
testing of Klannerite into glass coating compounds which they have
previously developed for commercial and automotive applications.
They are optimistic Klannerite will resolve some problems with the
reflectivity aspects of their glass products. After visiting with Ford
in Detroit on 10/18/91, and apprising them of our proprietary photon
diffusive coating for use in refractory applications, a call was
received today from Ford's Glass Division in charge of the refractory
glass furnaces. They indicated an interest to trial test our coating
as soon as we could show them the findings of prior results. A
package of information is on its way and a tentative meeting is
scheduled in Detroit the week of 11/11/91.

NOTE: Past performance in a refractory application at U.S. Steel's
soaking pits indicated an average energy savings of 18 percent.

Potential Applications: Automotive coatings and reflective

tints and coatings for glass. Photon diffusive ceramic coating for
use in glass furnaces.

REV. 10/31/91



Client Status Report

Name of Company: Kayler Geoscience

Division: Research Division

Address: 60 Gleneida Avenue

City, State, Zip: Carmel, NY 10512

Industry: Mineral Marketing and Development

Date of First Contact: July 25,1991

Account History: An initial contact was made to determine
the viability of having an outside consultant who has expertise in
the mining and marketing area of industrial minerals.

Current Status: A meeting has been set in New York for
11/5/91 in Mr. Kayler's office. The purpose is to discuss the current
plan of action for the mining effort as well as to determine some
additional marketing ideas.

Potential Applications: Marketing of bulk Klannerite and
possible development of products derived therefrom.

REV. 10/31/91



Client Status Report

Name of Company: Mills Products Inc.
Division: Technical Research Division
Address: 33106 west 8 mile Road
City, State, Zip: Farmington, MI 48336
Industry: Glass

Date of First Contact: September 25, 1991

Account History: Company is interested in researching the
aspects of incorporating Klannerite™ into heat tempered glass. They
currently sell to all major appliance companies. Sent background
information and samples . Met with principals of the company on
10/14/91 at corporate office in Michigan.

Current Status: We are presently awaiting results from
recently initiated testing program which is on going at the
company's glass facility in Tennessee and the metals group in
Michigan. The management is optimistic toward using Klannerite as
an additiive in their powdered coatings for metals application and
ceramic coatings for high heat glass application.

NOTE: BASF is working on the powdered coatings application and is
beginning to have positive results.

Potential Applications: Incorporate Klannerite into heat
tempered glass or develop a coating application to accomplish the
following:

*Reflectant / Heat reducer
*Thermal Expansion
*Reduce thermal breakage
*Coating liner of oven doors
*Optical strength
*Transmission
*Reflectance

REV.11/2/91



Client Status Report

Name of Company: MoDoCell Inc.
‘Division: Research
Address: One Sellek Street
Suite 460
City, State, Zip: Norwalk, Connecticut 06855
Industry: Paper

Date of First Contact: August 8,1991

Account History: Contacted Mr. Austin and discussed the
progress HeatShield Technologies, Inc. has made with Klannerite T™.
Sent Mr. Austin background information and a small sample. After
receiving the documents and sample Mr. Austin requested three
samples of five pounds each be sent to him to distribute to three
different paper companies. One week later Mr. Austin called and
said he had sent one sample to MoDo Lab in Sweden, one to Westvaco
Corp. the leading manufacturer in North America of high quality
board and paper, and the third to a plastic manufacturer for testing.
He said testing should take four to five weeks. He also said he was
discussing this with a Wisconsin paper manufacturer and they were
very interested because of the environmental impact of TIO2. They
expect that dumpimg of the by-products of TIO2 to become more
expensive, and also the cost of TIO2 is expected to double by 1995.
Therefore they would like to test our product as a replacement or
extender. He also felt it was worth his time to make a trip down to
see us, to discuss availibility and price . On 9/19/91 we met Mr.
Austin and discussed his future involvement with HeatShield. Some
questions came up regarding lease rights, availability, pricing, lead
time we needed to supply the volume that a company like MoDo would
order. From all indications our answers assured him that HeatShield
could deliver the product to MoDo expectations and standards. Mr.
Austin will be contacting us in the next week to ten days to update
us on lab progress.

REV.10/30/91 1



Current Status: Three more paper related companies have
recently been added to the list of on going research and marketing
efforts led by Mr. Austin. They are as follows: P.H. Glatfelter, Alco
Paper, and Nalco Chemical. Results from labs at Modo and Westvaco
are expected the first week of November. A meeting has been
tentatively scheduled in New York on 11/7/91 with Jim Austin and a
high ranking official of Modocell's parent, (Modo Corporation of
Sweden).

Potential Applications: Extender or<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>