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THREE R MINE REPORT

SANTA CRUZ COUNTY, ARIZONA

INTRODUCTION

Mr, dJack C, Pierce made available several copies of reports
on the Three K Mine fér Shattuck Denn Mining Corporation study and cone
sideration,

The property is located in the Harshaw Mining Distriet, Santa
Cruz County, Arizmons, about 4% miles south of Patagonia and about 14
miles northeast of Nogales., It consists of 21 patented claims and 14
unpatented claims that are grouped in a contiguous unit,

Mr. and Mrs, Duane Bird, Mr, and Mrs, Thomas Hall, Mr, C. A,
Pierce! heirs (Mrs, Mary L. Pierce, Sallie Van Valkenburgh and Mr. Jack
Pierce) are co-owners of the property.

A shaft has been sunk and two adits have been d riven for
access to the main operation, and at least 30 test pits and short adits
have been dug to test other areas on the claims. Some rather extensive
diamond drilling has been done underground and on the surface to test
potential ground to the east and north of the mine.

A field examination was made on December 5, 6 and 75 19564 by
Mr. T. W, Newell and C. W, Appelin. Mr, Richard Taylor, the most recent
lossee, directed the visit through the 40O and 600 levels of the mine,
and explained the ore potential that was developed by the surface diamond
drilling, northerly from the main operations.

After studying the reports and maps at Mr., Duane Bird's of fice,

the conclusion was reached that, if a possibility of an ore extension



exists, it must be northerly from the main operations on the fractures
that have been mined, It was learned during the field examination and

of fice mep study in Nogales that the northerly area had been drilled

from the surface with five holes. Of these holes, two encountered ore-
grade rock some 400 feet apart; the remaining three penetrated part of
the same fractures, but were poorly'mineralized. Thus, the possible area

potential was proved discouraging,

CONCLUSION
The Three R Mine has been worked out, as evidenced by the
Anmster stope, Some ore remains as pillars and level support; however, this
tonnage is small. Wall rock reserves in the Amster stope, as indicated
on the cross section map, have been mined out by the lessees throughout
the subsequent years,
Thus, the Three R Mine has no significant reserve amd has

little chance of development into a mine of CONsSequUence

GENERAT, TNFORMATION

¥Mr, Richard Tayier, as lessee, mined for nearly a year from
the Amster Stope between the 600 and 400 levels, He hand-sorted essen-
tially all the rock mined and hed difficuity shipping 5 per cent copper
ore, A diséovery was made on the feotwall side of the Amster stope on
the 400 level, which indicates a possibllity of small tonnage at or
about 5 per cent copper. Mr, Taylor could not gink a winze and mine this
rock at a profit,

The A, 5. & R. Compeny smelted the ore from the Three R Mine,
but penalized the shipper heavily for the excessive alumina content, Th e

alumina content eventually precluded further murchase of the ore by



Ay B¢ & Rey and Hr. Taylor found himself without a market for the
remaining orve that he mined,

Plans had been made toward building a amall mill, amd Kr,
Taylor could not develop enough reserve tonnage to justify the expenditure,
Therefore, after losing considerable money, Mre Taylor dropped his lease,

Hro Willlam Catron, Bisbee, Arizona, was mine foreman at the
time the greater reserve in the Amster stope was being mined out, He
said that hls company spent about ﬁl,ﬂﬂ&;ﬂﬂO trying to develop more ore
on the 900 level and to develop other fracture zone possibilities prder
to abandenment, Mr. atron eoncluded that the goppar ore was deposited
in a depositional zonal sequence becsuse the vein material on the 900
level graded to pyrite, and the drilling has tended to substantiate his

thoughts,

GEOLOGY

The Three R Mine lies in a complex of granite and trachyﬁe
country rock., 3ix major northerly-southerly fractures: Ay By C; Dy
L and F, appear to be the control in the ragibn. The C and D zones were
extensively mineralized with chalcoeite, chaleopyrite and pyrite, All
the essential tonnage thet was mined;was from this zone. These shear
type fracture zones are apparently local in nature and were probably
pressure P@lé&$@ zones to the local teetonie forees, Mineralizing
solutions subsequently invaded these fractara eonduits and replaced
the feldspar in the granite. Alteration of the remaining feldspar has
resulted in high alumina concentration, Apparently some secondary
enrichment f@sulted from ground water action as semi-gossanized surface

rock is found above the enriched area,

CWA/hji-12/21/56
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PERPINENT DATA

(s Diecoveved 4in 1897 by R. R. Richardson who located and
‘the clalms, '

From. 1907 to 1912 ‘the property was bonded to W. R. Green of (ar

Moxico; the Léwishon interests; and the Calumat and Arizona Hin

§
81l of whom did considerable work and returned the proparty
l@inal ownsy. 4

911 the ownsy found a small ore body and geveral carleads of
r oore was shipped. d F e

.»w;i

8 boaded to N. L. Amster of Boston, Mass. in April 1912,
‘s interests opsrated the mine to Qctober 1914, It was
t.thoy grossed more than three million dollars. There was
puts regarding the laest payment and the property revarted to
inal owner, R.- R. Richardson. -

“atated

T e
CBOMG G

In 1914 or 1915, the Harrison interests of Houston, Texas bullt a
. apesific gravity mill to treat a chalcocite ora, They ware auccessful
okl oporators and the property again revertaed to the original owner,

o The Kagns Copper Company of Superior, Arizonsa had besn interested in
oo khe property for soms time. They assumsed further development includ-
. ing & dismwnd drilling campaign.  All of which was done undepr the
- namg of the Patagonla-Superiocr Copper Company. Thelr chief gaologlat,
Gors Mee Bttlinger, discussed the property with me a number—of Gimes.— He
~ooapant months oon the property and was very such interested in the arsa
- to the north of the present workings. - It was his opinion that there
cevldsneed the probability of a large low grade deposit with
ipping lensés on the footwall side. He stated that theirp
LoHr, Drownlng, was generally of the sams opinion. Later, 1t
- Sa differsnce of opinion developed betweoen officials of i

a Gopper Company and Mr. Browning resigned, ’ :

; onla~-Superier Copper Company abandoned the propsrty. It
s through the usual promoters spasms until it was purchased by
4. Duane Bilrd and myself, Ve were not financlally able to dc any-
ing more than ship some low grade ore and make an unsuccessiul
tempt to locate an ore body indicated by a diamond drill hole,

SR number of well qualified mining sangineers have examined the Three R

erty. Insofar as I know, they were all of the opinion that the

rty had excellent possibllities but the proposed plans of devalop-

LS i

coment differed,

oot AsAndicated by Mr, E%tling@r*s flle, the property produced six m3
C L Ewe hundred cten thousand tons averaglrig alghteen dollars psr ton,

P slbar roeturna; one-third of which was probably net profilt or thru:
Lon . saven hundred- twenty-seven thousand dollars.
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AR MINE

SallA CRUZ COUNYY, aARIZONA

LOCATION

The 3R property ls locabted betwesn Nogules and Pabagonia
approxinately 3% miles bto the south of the Nogeles-ratagonia
highway. It 1s roughly nine wmiles by road from the property
te the rail terminal at Patagonia. The road from the highway
to the nrc&mrtv Is in fairly good shape.
HISTORY

In the sarly lﬁﬁb'& Mr, R, R, ﬁichardsoh of’ Patagonia purchased
the two or three claiwms which compirised the 5& Mine at that time,
About 1906 1t was optioned to the LﬂWiSSO%H interasts who did
a certain amount of work and maneged to locate no ore of sny

'3

importance., Up to this time, although the flssures were strong,

only low-grade ore had been developed. 4 short time after the

1

Lewissohn's dropp thelr option Mr, Richardson did a considerabdle

smount of work but succeeded only in developing a similar grade
of ore as the Lewissohn's, namely & to 4% copner which ai that
time was Impractlcsl to attempt to mine or mill. About 18082 or @
Mr, &, P, Bohlinger proposed to Mr., Richardson that he do a cerbain
smount of work to the west of Richardson's previous work. Mp,
Bohlinger encountered the nigh-grade ore that was laber shipned over
a period of several years snd sroved guite profitable,

In 1610 a My, ﬂmsa’i‘;m‘ of Boston, Massschusebis, optioned the
property for $550,000, He imwGhi&hmly began shipping ore and for
a perlod of four years bhe shipped in the nelghborhood of 50 to 100

tons per day or a total of 40 to 50 thousand tons that averaged

12 td 14% copper. Towards the last of hls operations the ore had
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dropped to & grade of 7 to 8% which at that Time was marglnal.
Mpr. Amster dropped the property after paylng Richardson
something over #£00,000, S8ince then there have been three mills
built to handle the lower grade ore and a conslderable tonnage of

4 and Bk ors mined and willed.

I question whether any of the milling operatlons, 1

in splite of
the excellent grade of ore, were ever successful. &all of the

milling atbempts made use of gravity separation to which the o
is not amenable, The last abtempt was In 1941 when the use of jiggs

was agalin attempted as a mesns of concentrating the

e 3R ore., Any
investigation would have indlcated the utter impossibility of

making a gravity separstlion of an ore of this character,
In 1926

" " 4 .
the Magma Copuer people purchased the property forv

75,000 and did a large smount of ssmpling and diamond drilling,
They did not, however, attempt any operabion and sold the property

for the asme price to a Mr. Brown, Since the Magma work I question

whether there nhas been more than 5,000 tons of ore mined from the
oroperty.

SHOPBREY

The property consists of &0 to 40 (34%;

patented minlng clalme
with two mill sites. It

covdrs the entlire length of any possible

extenslon of the 3R vein system. All important workings, so far

as I know, sre open,

WALLR AND POWE

To mill the ores of the 3R would requlre the development of
sufficlient waber, say in the neighborhood of 75 gallons per minute
from the Sonoita River, Thils pipe line from the Sonbdita to the
property would be &

li.‘j

& miles in length ond pumping sgainst



approximately a 400 foot heasd. This line was in until a few
years ago and was a source of water for the past milling operstions.
The cost of such an installation would not be in excess of $25,000,

The power line from Tubac to Fatagonia passes within 2% miles
of the property and within one mile of the location of the puamping
plant on the Sconoita. 3ince Farker Dam power will be available in
the next month or two this line will carry sufficient power for
any r@quiremanta for 3R miﬂing and mllling and will therefore
ellixinate the necessity for the installation of s separate power
planﬁ. e
GEOLOGY

The development at the 3R has been for the most part through
2 aaries‘ef tunnels to the 600 foot level., Frowm this lower tunnel
level the property has been developed sn addiblonal 500 feet through
a winze,

The important copper values are in the form of chalcocite Doth
as velnlets and disseminations although there is a certaln amount
of chalcopyrite. ihe minervallization lies In a series of fractures
cubtting through a large Intrusive mess of alagklte which wvaries from
a quartz porphyry to & granite over a lengbth of asveral mliles. It
has been termed alaskite.which i presune with only field investi-
gabion la as good a name as any. This intrusive mass extends from
the Flux Mine to well beyond the Ventura sowe three miles distant.
It makes up the entire northwest end and west flank of the Patagonla
Mountains. Within the intrusive mass are later dikes of rhyolite
and fine gralned granlte,

The veins consist of‘six or seven strong filssures running

roughly north-south, All of these are minerallzed but only three

have produced any important ore.
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Dismond drilling and development to the 200 foot level has
indicated a good grade of ore %o this depth and there 1s no reason
to expect that ore will not proceed to a conaiderably greater depth
nor thut addlitional ore bodlies will not be found both to the
north and south, I am inelined to believe, however, that the
most uﬁd@vel&pad direction for ore 1s towards the south at depth. At
the present time there 1s proven approximately 250,000 tons of ore
that will carry 2.6%7% copper. Of this there is gomething around
80,000 to 100,000 tons developed and lying above the 60C foot level.
The veins are strong fissures carrying for a distance of several
thousand feet along strike. They are roughly pgrallel and, so far as
L know, no intersections of these velns have occurred elther slong

strike or along dip. Aside from the chalcocite and some chalecopyrite

there is a certain amount of pyrite present. This latter sulfide is

not present lh abundance in the ore zones. It is possible that the
chalcopyrite content will inerease with depth bub to the 600 foot
level this has not oecurred. +the di@ of the veins 1s roughly 70
degrees to the east. The widths of the minaralizatiqn vary f{rom

4 feet to 15 or 20 feet.

MINING AND MILLING

In the past gravity wmethods have proven wholly unsmenazble.
With our yresent knowledge even an Inspection of the ore would
indicate thét such concentration would be lucky bto give a 60%
extraction, On the cother hand the ore is ideal for stralpht
flotation and there ls no reason why something better than a 90%

recovery can not be nmade which will produce & concentrate carrying
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from 40 to 50% copper. Due to the fact that thers is relatively

little sulfide other than chalcocite it may even be poasible to
run & higher grade conecentrate than the above. Lxcept in the
high-grade aectlons of the mine I should judge that approximately
50% of the copper values are in the form of disseminatlions and
the same amount 1n the form of veinlets which are from 1/8 of an
inoh to 2 or & inches wide. Uhe latter, of course, is much

more readilly freed for fleating than the disseminations.

Due to the fact that the velns are at a stesp angle and that
the wall rock stands open without any timber with practlcally no .
sloughing low mining costs would be obtained over the widths we
have availlable. < belleve that a mining cost, Including the surface
shops, would not exceed $1g00 Yo $1.356 per ton delivered to the
mill,

Above the 60C foob tunnel level there is sufficlent ore
developed sc that mining operations could be started with Oﬁiﬁmminor
costs for stope preparation. 4n other words, there lg available
and developed at the present time sufficient ore to furnish a 200~ton
mill for more than a year with ore carrying 2.67% copper.

With the present price of 17/ per pound of copper + believe it
entirely posds ble to considerably augment this tonnage by lower
grade ore and stlll make a fair profit. While the mavs are not
available I recall that there 1s a considersble tonnage of ore not
included under the 2.67% category. I bave no way, untll the maps
are obtained, of ascertalnlng just vhat this tonnage way be,

i belleve it possible and probable that a profit on the 2.67%.
ore woﬁld amount to flve or slx cents per pound of copuer produced
and that on a 12¢ copper under good management approximetely 1 cent

per pound profit could be made. Assuming a 200-ton capacity, iv¢
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copped and 2,67% ore i believe it pogsible that a profit of something
in excess of $EO0.O0 per day could be obtained. The ore contains
relatively low-grade gold and silver values which can not be consi-
dered as affording any profit.

FINANCING

It would require a present capitel outlay in the nelghborhood
of $£0,000 to $85,000 to obtain the desd snd retire the mortgage.
Ihis is a variable figure and may run somewhat under this depending
upon the price the man holding the deed 1s willing to dlspose of
his holding but $9,000, which is included in the first figure, 1s
definite as that is the amount necessary to retire the mortgage.
It would not be necessary, however, to spend this latter for two
or three months or until -just before the date of foreclosure. In
addition to the $25,000 it will probably regulre an additiona
$1,500 to resample those sections of the mine in which a amall
amount of mining has been done slnce the liggme Copper Company
sampled the property. It should be remembered that the Magma
maps, which I know are entirely reliable and of which I have mude a
careful study duvingvthe course of'aeveral'days, will be avalleble
when the deed is purchased.

The mwine is in such shepe that an R.F.C. loan should readily
be obtained for the main financing. I would enticipate little deley In
obtaining sueh & loan due to the fact thet the property is so extensively
developed and ready for operatione I have estimabted that #1.00,000 to
$150,000 will be sufficient to construct a 200-ton mill and develop
the necessary water bogether wilth the usual surface equlpment of com-

pressors, sharpeners and rough shop bulldings. Iroduction could be

started well within a periced of six months,
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There aretwo advantages of using R.F.C. funds other than the

money itself. (1) 4 guaranteed price for copper produced over a

two and one-hsalf year period and, (2) From my knowledge of other
» y S

such loans the equipment is more readily and oulckly obtained,

%% ,ff@?y
March 23, 1942 .

E, B, Malllot
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Edwin A. Stone 6-8-38
3R Mine, Richerdson Property

The %R mine is reached by driving out from Petagonle
on the Hogsles highwey for 5; miles to & gulech just pest
the Cireie Z rench, &nd teking the road to the left to its
end, e aistence of sbout 3% miles,

" The 3R mine has produced from secondarily enriched
ecopper ores developed on neserly sa Trectures, The grestier
pert of these fractures contein f?%tle ore buf “C" & D"
frectures sach have ome ore shoot and "C" frecture hes
from 'l to 7 feet of spotty chaleocite ore north of the

 Kkmster ore shoot. The Amster ore shoot vielded 33,000 ,
‘$ons of 9.82% Cu grede, 4 few thousend tons of ore is-
isft on "C" fracture north of the ‘mster stope, The

ster shoot beceme very low grade et the 800 level
rking the grestest depth of secondery enrichamnt on
fresture; the enrichennt zone hed & depth of about

00 feets
;' ™he Amster stope owes its e

rike of "C" fraocture, This change in strike resulted in
sion frsctures on the well opposite the convexity

¢ shenge im strike permittimg wors thorough primery

slization by pyrite which carried very low grede

i#s In turn, the sironger shearinz on "C" freaoture

y other frectures geve bstter preperstion for minerale—

tion, The peculisrly fevorable structurel conditions
RESPEPEEEX fevored secondary enrichment gt this point

well as the more thorough primery minerslizetion,

petor of possible importence in secondary enrichment
he position of this favoreble strueture below the .-

ch where weter circulation wes more intense, '

richmess of the secondery ore is dependent directly

$wo feotors: the percentege of pyrite in the sheersd.

e secondypondition, the percentuss of primary pyrite
01ly zogerhed the richness of the ore for replacement
cheledite is preciicelly complete within the orebody.
* The mueh iess veluable orebody on "D" fregture is
to the intersection of "D" end "E" fractures (which.
rge in depth), end to the aplitting up of these a5
ures where they encounter em irregular "andssite”
e at a low engle on the sirike,. The ore 1s very
en in its primery stete but wes seconderily enriched,
A prominent zone of shosripg merked by seddles end
ght iron steining extends @s§ from the 3R, This zone
exposed in the 400 level workings whte 1t contsins no
ngble minerelizetion, I% probebly is partly lster
n the minerelizetion or wes too tight for secondsry
chment . -
Search for conditions favorable for snother good
dy of secondary ore wes not successful, The fractures
e been developed by drifts, end the Megme dlsmond drill
encountered nothing of much interest, Hole #5
tered 10 feet of ore sversging 5.9 % Cu but hole
om the seme sat-up geve no values except where the
hows the bit followed & small ehaelcocite sesm,
Probebly smell orebodies cen be developed but doubt
other Amster stope will be found, This is & good
to drop some money with 1ittle return, o

CY ;7;
it 2O
,;‘?’:;M 25

hstevice te = change of

enite porphyry, and the perviousness to water, Granting>v




THREL B ol

copper provorty is locsred in thwe Carsnaw hansng District, Sarnia

Cr:z Conntv, Arizona about 4 miles souvh of Patezorin and 14 miles nortnsmse

ot Nopeiseg, Tt consists of 21 psvented s.eims an?t 14 umpatented cla

ME,

3

5 mbiguaus, or the upper west slepe of tie Pataponie Mountains between aluve

4

w*ions of approximately 5,000 end 6,800 feety Tt i3 reached Ly rame 37

X IO - !

of uneraded redd from the paved nighway oonteeting Pategorda with Nogalese

”

Tha nearest railbhead is at Patsgouia, atoat 7. roac miles awu, oa & 3outhern

Pesifis bransh linee

The Thres Reliins ownérship 35 ar follows: One half interest held b
Q ﬁ“f_': :Duaﬁa'Bird end Thomas Hall (with their wivas), Nogalss sttorneyss one half
by heirs of Co Ae Plerce who ate Nrse hary L. Plerce (3 interest), Salile
";uan.véik@nburgh (1/8 interest) and Jack Z. Pisrce (1/8 interast)e
Lfl STC AL |
Eisaovere& i 189C, the property war sxvlorsd and developed in minor

- Tentures tv We Re Groen of Cgnanea, The Lansons interests and the Three R

synﬁﬁﬁ&t@ prior to 1908e Durinyg that pariod there was produped only a sma il

tunnagy of highegrade chaloooite ores Fwtwoen 1008 ang 1912 Ke Re Rishardson
(for whom the propsrty derives 1te name® and ths Caiament end Arizana Lining

Joe developed erd shipped to the Bl Pasz: suslier conzidarable 5-15 percans

GARPAT 4Ye
In April, 1912 No L. Amster of Bostou, Hasue asquired the property for

$5850,000 and by August, 1914 had shippac about 30,600 tons of ore averaping

<

S percent au;oer with gross valus reported al more than $1,000,0006

In the 1920%s Magma Copper Company blosked out ors by dismond drill
and underpground work and erwvcted a mill which opsreted until a severe drop
‘ir copper price. (Details of this operation are not immediately available tr

the writor but are on file in the law «ffings of Bird and Hall in Hogales .



Mar 11 the property was saguired by Daans Bire and
who operated 1t profitabiv in e small vay throughout tne wur,

< &

5 cz.‘zﬁn&d bty new developmsat, il

b

trimuing and other gas

: in i'l 8 pr inciple workings of the pmoperty.  The small profits wers
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SILVER EAGLE RESOURCES LTD, /2o R~ Jule

Notes to Consolidated Financial Statements

une 30, 2000
Mining Property (cont’d)
Liximin Acquisition
During the year ended March 31, 1998 the Company purchased 100% ownership in a US Corporation
(Liximin, Inc.) and a Mexican corporation (Liximin S.A. de C.V.). The total assets of these two company’s

consisted of the following resource and non-resource properties:

Resource Properties (see Note 4(a))

Three R. Property — Arizona $ 375,000
Pimsa Tailing Project, Mexico(written off at 03/31/99 150,000
Sara Alicia Concession, Mexico 225,000
750,000

Non Resource Property (see Note 3)
Office furniture, computers, laboratory equipment and vehicle 175,000
925,000
Pimsa Tailing Project — written off in prior period 150,000
Total $ 775,000

As consideration for delivering these properties as well as tendering their 100% ownership, 3,083,0000
common shares in the capital stock of the Company at an ascribed price of $0.30 per share were issued to
former shareholders. Several of these shareholders subsequently became directors and officers of the
Company.

The Resource Properties are as follows:

1) Three R. Copper Property - Near Patagonia, Arizona, U.S.A.

By the assignment of an option agreement dated December 17, 1992, the Company acquired a 100%
interest in an in situ copper leach project located in Santa Cruz County, Arizona, consisting of 21
patented and 2 unpatented mineral claims. Terms of the agreement call for annual US$15,000
payments over a 20 year lease. The US$15,000 lease payments are comprised of payments to
“Brancote” of US$10,000 per year and to the original owner, US$5,000 per year. The Company’s
100% interest is subject to a 30% NPI to Brancote US Inc. during recovery of exploration and
development costs, along with a 2.5% NSR royalty. Terms of the arrangement with Brancote were
revised to eliminate the 30% net profit interest (NPI) in exchange for 50,000 common shares (issued) in
the capital stock of the Company at an ascribed value of $0.35 per share along with US$10,000
monthly payments for a maximum period of 20 months, commencing upon production, along with a
2.5% NSR royalty. The Company is in default $10,000 US on its 1998 and 1999 lease payments to the
acquired owner. The Company negotiated an extension to May 15, 2000, to bring the Brancote
agreement into good standing, which it did on May 8, 2000 by a payment of $10,500 of which the $500
was in consideration of the extension allowance.

On April 18, 2000, the Company signed a letter agreements with Norman Capital Inc. (NCI) , a private
Alberta company, to sell a 50% interest in the 3R Copper Property for the sum of $350,000US. Terms
of the agreement call for the following:

(a) A payment of $50,000 US(paid) upon signing the agreement in the form of a note bearing interest
at 6%.

(b) Payment of the $300,000 US will be released upon receipt of all necessary approvals, where upon
NCI will be granted the 50% interest and the interest bearing note for $50,000 US will be
cancelled.

Norman Capitals’ investment will be repaid at the rate of 66% of net cash flow after the plant has

achieved design capacity. Thereafter NCI will receive 40% of net cash flow until SER has recovered

an equal amount, where upon both companies will share 50 — 50 in future net cash flows. Silver Eagle

Ltd. will be the operator and will be responsible for obtaining all permits.



Equatorial Mineral Park, Inc.

Balance Sheets

(all amounts in U.S. dollars)

Assets
Current assets:
Cash and cash equivalents
Accounts receivable
Inventories
Prepaid expenses
Total current assets
Property, plant and equipment, net
Mining properties, net

Other assets
Assets held for sale

Liabilities and deficiency in net assets
Current liabilities:

Accounts payable

Accrued expenses
Total current liabilities

Payable to parent
Accrued mine reclamation and closure costs
Other long-term liabilities

Commitments and contingencies (Note 8)
Deficiency in Net Assets:

Common stock held by parent, $1 par value,
1,000 shares authorized, 100 shares issued
and outstanding at June 30, 2000
(unaudited) and December 31, 1999 and
1998

Accumulated deficit

Total deficiency in net assets

Approved by the Directors

“Gavin Thomas” , Director

“Peter McAleer” , Director

See accompanying notes.

June 30 December 31
2000 1999 1998
(unaudited)
$ 495,892 $ 220,398 $ 383,691
367,965 34,368 434,439
- 327,561 27,128
37,983 19,860 30,490
901,840 602,187 875,748
194,638 155,000 2,193,950
4,189,609 4,214,426 4,182,227
808,000 742,000 610,000
330,000 330,000 —
$ 6,424,087 $ 6,043,613 $ 7,861,925
$ 163,849 $ 246,572 $ 28,203
98,543 77,355 262,678
262,392 323,927 290,881
5,033,901 4,512,131 4,375,355
4,664,115 4,664,115 4,664,115
- - 58,731
100 100 100
(3,536,421) (3,456,660) (1,527,257)
(3,536,321) (3,456,560) (1,527,157)
$ 6,424,087 $ 6,043,613 $ 7,861,925




Revenues

Costs and expenses:
Cost of revenues
Write-down of assets for
impairment
Depreciation, depletion, and
amortization
Total costs and expenses

Loss from operations
Other income:

Interest income
Royalties and other

Loss before income taxes
Provision for income taxes
Net loss

See accompanying notes.

Equatorial Mineral Park, Inc.

Statements of Operations

(all amounts in U.S. dollars)

Six months ended

June 30 Year ended December 31
2000 1999 1999 1998
(unaudited)  (unaudited)
$2,448,094  $2,636,501 $ 4,802,233 $ 5,125,303
2,540,348 2,641914 5,097,232 5,502,807
- - 1,085,189 -
24,817 338,719 617,933 613,988
2,565,165 2,980,633 6,800,354 6,116,795
(117,071) (344,132) (1,998,121) (991,492)
6,330 8,069 18,356 2,845
30,980 21,749 50,362 73,527
37,310 29,818 68,718 76,372
(79,761) (314,314) (1,929,403) (915,120)
§ (79,761) $ (314,314) $(1,929,403) $ (915,120)




Equatorial Mineral Park, Inc.

Statements of Changes in Deficiency in Net Assets

Balance at January 1, 1998
Net loss
Balance at December 31, 1998
Net loss
Balance at December 31, 1999
Net loss for period (unaudited)
Balance at June 30, 2000 (unaudited)

See accompanying notes

(all amounts in U.S. dollars)

Common
Stock Held  Accumulated
by Parent Deficit Total
$100 § (612,137) $ (612,037)
- (915,120) (915,120)
100 (1,527,257) (1,527,157)
- (1,929,403) (1,929,403)
100 (3,456,660) (3,456,560)
- (79,761) (79,761)
$100 $(3,536,421)  $(3,536,321)




Equatorial Mineral Park, Inc.

Statements of Cash Flows

(all amounts in U.S. dollars)

Operating activities
Net loss

Adjustments to reconcile net loss to net cash

used in operating activities:

Depreciation, depletion and amortization

Write down of assets for impairment

Changes in operating assets and liabilities:

Accounts receivable
Prepaid expenses
Inventories

Other assets and liabilities

Accounts payable and accrued expenses

Net cash (used in) provided by operating
activities

Investing activities

Purchase of property and equipment
Expenditures on mining properties
Net cash used in investing activities

Financing activities

Net increase in payable to parent

Net cash provided by financing activities

Increase (decrease) in cash and cash
equivalents

Cash and cash equivalents, beginning of
period v

Cash and cash equivalents, end of period

See accompanying notes

Six months ended

June 30 Year Ended December 31
2000 1999 1999 1998
(unaudited) (unaudited)

$ (79,761) § (314,314) $(1,929,403) $ (915,120)
24,817 338,719 617,933 613,988
- - 1,085,189 —
(333,597) 17,328 400,071 (112,868)
(18,123) (35,169) 10,630 10,940
327,561 19,042 (300,433) 27,871
(66,000) (66,000) (190,731) (210,000)
(61,535) 43,652 33,046 (21,225)
(206,638) 3,258 (273,698) (606,414)
(39,638) s (26,371) (1,684,947)
- - = (244,227)
(39,638) - (26,371) (1,929,174)
521,770 76,499 136,776 2,635,215
521,770 76,499 136,776 2,635,215
275,494 79,757 (163,293) 99,627
220,398 383,691 383,691 284,064
$ 495892 $§ 463,448 § 220,398 $ 383,691




Equatorial Mineral Park, Inc.

Notes to Financial Statements
(The information for the six months ended June 30, 2000 and 1999 is unaudited)
(all amounts in U.S. dollars)

1. Summary of Significant Accounting Policies
Organization

Equatorial Mineral Park, Inc. (the Company), a company incorporated in Delaware, is involved in
solvent extraction and electro-winning processes for copper deposits in Kingman, Arizona. The
Company is a wholly owned subsidiary of Equatorial Mining North America, Inc. (the Parent), a
company incorporated in Delaware, to acquire existing known deposits or operating companies for
the purpose of mining copper and precious metals in North America. The Parent, which acquired
the Company effective September 30, 1997, is a subsidiary of Equatorial Mining Limited, a
publicly traded entity in Sydney, Australia.

Basis of Presentation

The financial statements have been prepared in U.S. dollars following accounting principles
generally accepted in the United States (“U.S. GAAP”). These policies are also in conformity, in
all material respects, with accounting policies generally accepted in Canada (“Canadian GAAP”).

The accompanying financial statements have been prepared assuming Equatorial Mineral Park, Inc.
will continue as a going concern. The Company has incurred recurring operating losses, has a
deficiency in net assets and continues to require funding from the Parent. Declines in copper prices
and/or a significant decline in funding from the Parent would adversely impact the Company’s
ability to operate as a going concern in 2000.

As described in Note 10, the Company entered into a purchase agreement with Silver Eagle
Resources Ltd. (SER). The Company’s ability to continue as a going concern upon purchase is
dependent upon adequate funding by SER. The inability of SER to provide such funding raises
substantial doubt about the Company’s ability to continue as a going concern. The accompanying
financial statements have been prepared assuming that the Company will continue as a going
concern.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Actual results could differ from those
estimates.

Cash Equivalents

Cash equivalents consist of highly-liquid investments that have a maturity of three months or less
when purchased.



Equatorial Mineral Park, Inc.

Notes to Financial Statements (continued)
(The information for the six months ended June 30, 2000 and 1999 is unaudited)
(all amounts in U.S. dollars)

1. Accounting Policies (continued)
Inventories

Inventories, stated at the lower of cost (first-in, first-out basis) or market, consist solely of finished
goods (i.e. copper cathodes).

Property, Plant and Equipment

Property, plant and equipment are stated at cost. Depreciation is computed by the straight line
method over the estimated useful lives of the assets, ranging from three to fifteen years. Certain
mining equipment is depreciated using the units-of-production method based upon estimated
total reserves. Maintenance and repairs are charged to operations as incurred.

Mining Properties
Operational properties consists of the cost of operational mining properties.

Costs incurred to expand the capacity of operating mines, develop new ore bodies, or develop
mine areas substantially in advance of current production are capitalized as operational mining
properties and charged to operations generally on the units-of-production method.

Developmental expenditures incurred by the Company on properties in which economically
recoverable reserves have been identified are capitalized as developmental properties. These
expenditures include the direct costs of acquisition, exploration and development. Determination
as to reserve potential is based on results of feasibility studies which indicate whether a property
is economically feasible. If production commences, these costs will be amortized against earnings
based on the units-of-production method. If a property is determined not to be commercially
feasible, unrecovered costs will be expensed in the year in which the determination is made.

Assets Held for Sale

Assets held for sale are stated at the lower of cost or estimated net realizable value and consist
primarily of land.

Revenue Recognition

The Company recognizes revenue from the sales of copper upon transfer of title as defined in the
sales agreement with the customer.



Equatorial Mineral Park, Inc.

Notes to Financial Statements (continued)

(The information for the six months ended June 30, 2000 and 1999 is unaudited)
(all amounts in U.S. dollars)

1. Accounting Policies (continued)
Income Taxes

Income taxes are determined utilizing the liability method. This method gives consideration to the
future tax consequences associated with temporary differences between the carrying amounts of
assets and liabilities for financial statement purposes and the amounts used for income tax
purposes.

Concentration of Credit Risk

Approximately 100 percent, 100 percent and 74 percent of the accounts receivable at June 30,
2000, December 31, 1999 and 1998, respectively, is from one customer. 100 percent and 99
percent of revenues for the six months ended June 30, 2000 and 1999, respectively, are from two
customers. Ninety-five percent of revenue for the year ended December 31, 1999 related to two
customers while 87 percent of revenues for the year ended December 31, 1998 related to one
customer. The Company has not experienced significant uncollectable accounts from these
customers in the past.

Hedges

The Company frequently enters into futures contracts to hedge the price risks associated with
changes in copper prices. As of December 31, 1999 the Company has elected to not early adopt
Statement of Financial Accounting Standards (SFAS), No. 133 Accounting for Derivative
Instruments and Hedging Activities, and, therefore, accounts for futures contracts under SFAS No.
80 Accounting for Futures Contracts. In accordance with SFAS No. 80, the Company defers the
impact of changes in the market value of these contracts until such time as the hedged transaction is
completed. At that time, the impact of the changes in the fair value of these contracts is recognized
in income.

To qualify as a hedge, the item to be hedged must expose the Company to price risk and the
hedging instrument must reduce that exposure. Any contracts held or issued that do not meet the
requirements of a hedge are recorded at fair value in the balance sheet and any changes in that fair
value recognized in income. If a contract designated as a hedge of an anticipated transaction is no
longer likely to occur, the contract is recorded at fair value and the associated changes in fair
value recognized in income.



Equatorial Mineral Park, Inc.

Notes to Financial Statements (continued)
(The information for the six months ended June 30, 2000 and 1999 is unaudited)
(all amounts in U.S. dollars)

1. Accounting Policies (continued)

Certain reclamation is performed and expensed on an ongoing basis as cost of revenues as At June
30, 2000 and December 31, 1999, the Company’s hedging activities included futures contracts
maturing primarily in the second half of 2000, covering approximately 2,400,000 pounds of
copper. Since these contracts are designated as revenue hedges and correlate to price movements
of copper, any gains or losses resulting from market changes will be offset by losses or gains on
the Company’s hedged inventory or production. There were no losses related to hedge activity for
the years ended December 31, 1999 and 1998 or for the six months ended June 30, 2000 and 1999.

Reclamation and Environmental Costs

Minimum standards for mine reclamation have been established by various governmental agencies
which affect certain operations of the Company.

performed. The remaining reclamation costs are related to mine closure and are accrued and
charged against income on a units-of-production basis over the life of the mine. Costs of future
expenditures for environmental remediation obligations are not discounted to their present value.

Impairment of Long-Lived Assets and Long-Lived Assets to be Disposed Of

The Company adopted the provisions of SFAS No. 121, Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to be Disposed Of, in 1996. SFAS No. 121 requires that
long-lived assets and certain identifiable intangibles be reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying amount
of an asset to future undiscounted cash flows expected to be generated by the asset. If such assets
are considered to be impaired, the impairment to be recognized is measured by the amount by
which the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed
of are reported at the lower of the carrying amount or net realizable value (fair value less costs to
sell). The Company regularly monitors the provisions of SFAS No. 121. In 1999, the Company
recognized $1,085,189 in an impairment charge to property, plant, and equipment resulting from
adverse trends in the copper industry.

Reclassifications

Certain reclassifications have been made to the 1998 financial statements to conform them to the
1999 presentation.

10



Equatorial Mineral Park, Inc.

Notes to Financial Statements (continued)

(The information for the six months ended June 30, 2000 and 1999 is unaudited)

(all amounts in U.S. dollars)

2. Property, Plant and Equipment

Property, plant and equipment consists of the following:

Land
Machinery and equipment

Less: accumulated depreciation
Construction in progress

3. Mining Properties

Mining properties consists of the following:

Operational mining properties
Less: accumulated depletion

Developmental properties

June 30 December 31
2000 1999 1998
$ = $ = $ 330,000
155,000 155,000 2,612,845
155,000 155,000 2,942 845
- - (748,895)
34,638 - -
$ 194,638 $ 155,000 $2,193,950
June 30 December 31
2000 1999 1998
$ 276,426 $ 276,426 $ 254,184
(24,817) - (9,957)
251,609 276,426 244,227
3,938,000 3,938,000 3,938,000
$4,189,609 $4,214,426 $4,182,227

11



Equatorial Mineral Park, Inc.

Notes to Financial Statements (continued)
(The information for the six months ended June 30, 2000 and 1999 is unaudited)
(all amounts in U.S. dollars)

4. Other Assets

Other assets consists of the following:

June 30 December 31
2000 1999 1998
Reclamation Surety Bond $ 400,000 $ 400,000 $ 400,000
Aquifer Protection Trust 408,000 342,000 210,000

$ 808,000 $ 742,000 $ 610,000

The reclamation surety bond is collateral for a $1,324,000 performance guarantee from a surety
company to cover the estimated costs of the reclamation obligations, including replacing soils and
revegetation of mined areas as required by provisions and permits pursuant to the Surface Mining
Control and Reclamation Act. The surety bond has been placed with the State of Arizona.

In accordance with the Arizona Department of Environmental Quality, the Company has agreed to
make annual contributions of $132,000 over a ten year period to a trust to pay for final reclamation
of the mine site. The trust has been placed with the State of Arizona. Total payments over the ten
years will be approximately $1,530,000 with anticipated appreciation in the trust of $2,109,000.
All interest income will belong to the trust and the State of Arizona and will used for final
reclamation

S. Payable to Parent

The Company has an unsecured borrowing arrangement with the Parent whereby the Company may
borrow from time to time as approved by the Parent’s management. Borrowings under this
arrangement do not accrue interest. A total of $5,033,901, $4,512,131 and $4,375,355 was due
under this arrangement at June 30, 2000, December 31, 1999 and 1998, respectively. The balance
is classified as a long-term liability as no prepayments are expected in 2000.

In January through March 2000, the Company transferred copper inventory through the Parent to
Equatorial Tonopah Inc. (a wholly owned subsidiary of the Parent). The copper was used to
satisfy hedge contracts entered into by Equatorial Tonopah Inc. which could not be satisfied due to
their levels of production. The Company recorded the transaction via intercompany accounts
which resulted in a reduction in the amount payable to Parent of $327,561 and no impact on
revenues. The copper inventory was recorded at market (which approximated cost) at the date of
transfer.

12



Equatorial Mineral Park, Inc.

Notes to Financial Statements (continued)

(The information for the six months ended June 30, 2000 and 1999 is unaudited)
(all amounts in U.S. dollars)

6. Mine Reclamation and Closure Costs

The Company’s accruals for deferred closure, shutdown of closed operations, and reclamations
totaled $4,664,115 as of June 30, 2000, December 31, 1999 and 1998. Reclamation is an ongoing
activity and a cost associated with the Company’s mining operations. Accruals for closure and
final reclamation liabilities are established on a life of mine basis and are largely the result of
reclamation obligations incurred for replacing soils and revegetation of mined areas as
required by provisions and permits pursuant to the Surface Mining Control and Reclamation Act.
The June 30, 2000, December 31, 1999 and 1998 accrued balance includes approximately
$1.3 million for reclamation obligations and approximately $3.4 million for site stabilization,
cleanup, long-term monitoring, and water treatment costs expected to be required largely by state
laws and regulations as well as by sound environmental practice.

The Company believes that it has adequate reserves such that none of these matters or
contingencies is expected to have a material adverse effect on its business or financial condition,
results of operations, and cash flows, and is unaware of any additional environmental matters
which, based on information currently known to the Company would have a material effect upon
the Company’s financial condition or results of operations.

7. Income Taxes

The Company has deferred tax assets of approximately $4,125,000 and $3,343,000 at
December 31, 1999 and 1998, respectively. The deferred tax assets represent the tax benefits of
net operating loss carryforwards and accruals and reserves not currently deductible. The majority
of the assets have been offset by a valuation allowance of $3,782,000 and $2,933,000 in 1999 and
1998, respectively. The valuation allowance is a result of the Company’s operating losses. The
remaining $343,000 and $410,000 of deferred tax assets at December 31, 1999 and 1998,
respectively, is fully offset by a $343,000 and $410,000 deferred tax liability. The deferred tax
liability represents the difference in the basis of fixed assets for book and tax purposes. The
Company’s valuation allowance increased by approximately $849,000 and $691,000 in 1999 and
1998, respectively. The increase in the deferred tax assets is a result of the Company’s net
operating losses in 1999 and 1998.

8. Commitments and Contingencies

The Company from time to time is involved in various litigation matters. Management does not
believe the resolution of such matters will have a material adverse impact on the Company’s
financial position, results of operations or cash flows.

13



Equatorial Mineral Park, Inc.

Notes to Financial Statements (continued)

(The information for the six months ended June 30, 2000 and 1999 is unaudited)
(all amounts in U.S. dollars)

9. Employee Benefit Plans

The Company participates in the Parent’s defined contribution plans under Section 401(k) of the
Internal Revenue Code and the Employment Retirement Income Security Act. The Plans cover all
employees who have attained 21 years of age and who have completed three months of service.
The Company’s expense for these Plans totaled $52,202 and $44,168 for the years ended
December 31, 1999 and 1998, respectively, and $25,194 and $27,139 for the six months ended
June 30, 2000 and 1999, respectively.

10. Purchase Agreement

On May 29, 2000, the Company and Parent entered into a purchase agreement with Silver Eagle
Resources LTD (SER) to sell all the issued and outstanding shares of the Company in exchange for
23,060,875 common shares of SER. The purchase is contingent on the completion of certain
matters, including SER procuring minimum financing prior to the closing of the transaction.

14
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INTRODUCTION

The 3R Mine is located in the upper reaches of 3R Canyon, approximately 5
miles southwest of Patagonia, and 10 miles north of the Mexican border.
(Section 36, T. 22S., R15E.), Palmetto Mining District, Santa Cruz County,
Arizona. The claim block, consisting of 21 patented claims and 11 unpatented
claims, is centered around the 3R Mine in section 36 and extends into Natiomal
Forest land to the south (T.23S.) with 2 patented claims projecting into
T.22S. and T.23S., R.16E. to the east.

The 3R Mine is reported to have been discovered in 1890. The Arizona
Bureau of Mines reports that most of the production, 130,000 tons of ore
averaging 4% copper with minor silver, lead, zinc, and gold, was from 1908
through 1956. ABM sources report the orebody to be a "large, steeply dip-
ping, lensing orebody of disseminated cupriferous pyrite with minor chal-
copyrite, bornite, and minor lead and zinc along a fault zone intersected
by numerous fractures. Zone is strongly oxidized and supergene enriched
to high grade chalcocite and some covellite. Wall rock is a shattered and
altered Jurassic granite which contains disseminated pyrite and sparse
copper mineralization in quartz-sericite veinlets around the orebody.
Alunite masses occur in the fault zone."

More recently, from 1962 to mid-1981, an Anaconda-ASARCO joint-venture had
the 3R property under option and continue to hold large blocks of claims

to the north, east, and west. Canadian interests control the ground to the
southwest (West Range).

The general area is within a porphyry copper belt extending from Caridad-
Nacozari-Cananea-Mariquita in Somora, Mexico through Red Mountain, Helvitia-
Rosemont, Esperanza-Sierrita, Pima-Mission, and Silver Bell in Arizona.

The Red Mountain-Patagonia zone has been explored intensively in the past

by Kerr-McGee, ASARCO-Anaconda; results from these efforts indicate major
porphyry copper deposits at depths greater than 3000 feet in the Patagonia
Mountains.

Review of the available data from the 3R Mine area indicated that precious
metal potential was virtually ignored in the past. The recent field effort
and data review was directed toward the following:

1, Review of available geological data to determine porphyry copper
potential at depth.

2. Review of available geological data and preliminary surface sampling
to determine near-surface precious metal potential.

3is To comply with assessment requirements for the claim block for the
assessment year September 1, 1981 to August 31, 1982.

4, Cursory investigation of real estate potential for the 21 patented
claims as possible sites for summer-weekend cabins, etc. and trade-off
value via government agencies.




GEOLOGICAL REVIEW OF BASIC DATA

Data reviewed included area claim maps, historical notes by J.C. Pierce,
geological map, cross-sectioms, and graphic logs supplied by ASARCO, assay
logs for 8 diamond drill holes supplied by ASARCO, and assay-logs of 10
holes drilled by Magma in 1920. In addition, a 1963 thesis, "Geology of
the Three R Mine" by Paul A. Handverger proved useful. Copies of some of
these items are included in the appendix.

The review revealed the following.

1. Graphic logs for holes TR-10, TR-11, TR-14 and TR-15 were provided by
ASARCO. These holes were not drilled within the 3R claim block but
on adjacent ground held by ASARCO-ANACONDA. In general, these logs
show weak, disseminated copper mineralization (2000 to 6000 ppm) below
4000 foot depths. The TR-10 log shows anomalous arsenic values in the
upper 400 feet of the hole where one could suspect a possible associla-
tion with precious metal mineralizationm. The logs also show weak
chalcocite-enargite with alunite in the upper 500 to 1000 foot intervals.
No graphic logs were provided for the 9 holes drilled within the 3R
claim block.

2. Assay logs were available for 8 of the 9 holes drilled on 3R claims
(TR-1, TR-2, TR-3, TR-5, TR-8, TR-12, TR-16, TR-17). Assays for hole
TR-13 are missing. Assays were consistently made for copper and
sporadically for molybdenum, gold and silver. Apparently, no gold-
silver assays were made for any intervals in holes TR-2, TR-3, and TR-5.
In general, the assays show occasional intervals of economic copper
mineralization, apparently structurally controlled, separated by wide
zones of weak-subeconomic values.

3. Review of the 10 diamond drill hole data by Magma in 1920 indicates
poor core recovery and generally- erratic results. Only copper was
assayed and sludge assays are usually higher than split core assays.
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Figure 1 - Plan map of 3R claim block showing locations of geochemical

surface samples, drill holes TR-3, TR-8, TR-17, and trend of
possible silver-gold anomalous zone in hanging wall of 3R
mineralized structure.
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Figure 2 - West to Fast cross-section through the 3R orebody illustrating
the relative strength of the surface geochemical silver values
in the hanging wall zone of the 3R orebody. (Sample 3rR-1, 2,
3, 4, 5, and 6). Samples 3R-14 and 15, located 1500 to 2000
feet to the northwest suggest a possible increase in silver-

gold values to the north along the structural trend (Figure 1
and Table I).




TABLE I

Refer to figure 1 for surface geochemical sample locations. All samples
are rock chips.

Au Ag
Sample No. oz/t ppm oz/t ppm Remarks
3.4

Roadcut - switchback in shear
zone, southwest part of Three
R No. 5 claim.

3R-1 0.001 0.034 0.10

3R-2 0.001 0.034 0.10 3.4 Roadcut - switchback approxi-
mately 250 feet northeast of
3R-1 sample.

3R-3 0.001 0.034 0.10 3.4 Roadcut - surface expression
of 3R orebody, 400-foot adit
level.

3R-4 0.001 0.034 0.41 14.0 Outcrop in roadcut, approxi-
mately 150 feet north of 600-

foot level portal.

/

3R-5 0.001 0.034 0.15 5.1 Outcrop along wash, approxi-
mately 100 feet south of 600-
foot level portal.

3R-6 0.001 0.034 0.05 1.7 Outcrop in vicinity of ruins
of former campsite.

3R-7 0.001 0.034 ND - Bleached outcrop south of
engine house ruins.

3R-8 0.001 0.034 ND - Outcrop north of road across
arroyo with alunite stringers,
approximately 500 feet west of
engine house.

3R-9 0.001 0.034 ND - Outcrop at adit southeast of
arroyo-road crossing.

3R-10 0.001 0.034 ND - Outcrop near adit and air-foto
marker approximately 500 feet
northeast of 3R-9 sample.
Strong FeOx.

3R-11 0.001 0.034 0.11 3.8 Roadcut in access road to northern
prospects and drillsites. FeOx
veinlets in granite porphyry.




TABLE II

Analysis of pulps from upper portion of TR-17 drillhole. These were the
only samples readily available from ASARCO's drilling at the time of the
evaluation effort. TR-17 is located near the center of Colossus No. 5 claim.

Au Ag

Sample Interval (feet) oz/t oz/t
0-20 0.004 ND
20-30 0.001 ND
30-40 0.001 0.05
40-50 0.001 0.08
50-60 0.001 ND
60-70 0.001 0.05
70-80 0.001 ND
80-90 0.001 0.30
90-100 0.001 0.06
100-110 0.004 ND
110-120 0.001 0.07
120-130 0.001 ND
130-140 0.001 0.06
140-150 0.001 0.08
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CERTIFICATE OF ASSAY

Certificate No. 82-172-H
Project No. Y-37 Date 8/19/82
Au Ag
=PI NG. 0z/T 0z/T
19370 | 3R-1 0.001 0.10
19371 2 0.001 0.10
19372 3 0.001 0.10
19373 4 0.001 0.1
- 19374 | 5 0.001 0.15
- 19375 6 0.001 0.05
19376 7 0.001 ND
. 19377 8 0.001 ND
- 19378 9 0.001 ND
19379 10 0.001 ND
- 19380 1 0.001 0.11
19381 12 0.001 ND
- a2 ¥ 0.001 ND
‘ lT9383 14 0.008 0.92
F938“ 15 0.008 0.36
‘ ] 19385 | TR-17 0'-20' 0.004 ND
: ’ 19386 20'-30" 0.001 ND
. 19387 30'-40" 0.001 0.05
. | 1e388 40" -50" 0.001 0.08
: 5289 50'-60" 0.001 ND
- lr19390 60'-70" 0.001 0.05
| 503 701 -60" 0.001 RO .
. 19392 80'-90" 0.001 0.30 /f‘;}f'?‘(
193931 90'-100" 0.001 0.06 1/1) s ‘}
. e o ND (None Detected) %7}7:“///////
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CERTIFICATE OF ASSAY
Certiticate No. 82-173-H
project No. Y-37 Date 8720782
Sample No. Au Ag
0z/T 0z/T
19394 TR-17 100'-110"' 0.004 ND
19395 110'-120" 0.001 0.07
19396 120'-130" 0.001 ND
19397 130'-140" 0.001
19398 140'-150" 0.001
Total Ch s 22.50 ND (None Detected) o7 : {
al Charge P G, : s
: . "~z :Chief Chemist e
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THREE R MINE

LOCATION : {/I/sa refernr ed +o as | o
e Aalintetto—Harshat/ A/////// 47 we/%s 7rre?”

This copper property is located in the }varsha v l/ining District, Santa
Cruz County, Arizona about 4}: miles south of Patagonia and 14 miles northeast
of Yogales. It consists of 21 patented cleims and 14 unpetented claims, 2ll
contiguous, on the upper west slope of the Patagonis Mountains between elevr-
ations of approximately 5,000 and 5,800 fect. It is reached by some 3% miles
of ungraded rodd from the paved highvay connecting Patagonia with Nogalese.

The nearest reilhead is at Pategonie, sbout 74 road miles away on & Southern

Pecific branch linec.

OVI'ERSHIP

The Three R.liine ovmership is &s £ollows: One half interest held by
Duane Bird and Thomes Hall (with their vives), Nogalesv attorneys; one half
: by heirs of C. A. Pierce who are lirs. Fery L. Plerce (—,1; interest), Sallie
Ven Valkerburgh (1/8 interest) and Jack C. Pierce (1/8 interest).
HISTORICAL
L. Discovered in 1890, the property was explored end developed in minor

ventures by W. Re Green of Cgnanea, Phe Lewisohn interests and the Three R

tonnage of high-grade chelcocite ore. EButween 1¢09 end 1912 R. R. Richardson
(for whom the property derives its name) axnd the Calument end Arizona lining

Co. developed end shipped +to the El Faso smelter considerable 5-15 percent

copper Orce

In April, 1912 He. L. Amster of Boston, lass. acquired the property for

$550,000 and by August, 1914 had shipood about 30,0600 tons of ore averaging
9 percent copper with gross value rcported at more than $1,000,000.
In the 1920%s Magma Copper Company blocked out ore by diamond drill
and ﬁnderground work and erected & mill which operated until a severe drop
in copper price. (Deteils of this operation are not i:;ﬁnediately available to

. syndficate prior to 1909. During that period there was produced only a small

. +ha Triter but are on £ile in the lew offices of Bird and Hall in Togules).
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Page 3 Three R Mine

PRESERT STAJUS

The Three R Ifine is available for purchase, lease and option or
bonded lease, Ample time for extensive examination will be allowed to any
responsible party. Initial cash payment for an option to lease or purchase
would be low, Derms for lease and purchase will be reasonable,

OWIVER'S OPINION

Although there is established a limited volume of direct-shipping ore
on the property, the ultimate success of an operation at the Three R depends
on a milling operation. We believe that examination will disclose sufficient
nilling grade ore to justify a small mill, based on a copper price in excess
of 30¢ per pound.

Thees are three geologically attractive end yet unexplored potential ore
horizons on the property. We believe that Coppermines was interested primarily
in the prospects of an open pit operation at the point of their drilling
operations and paid little or no attention to indications of ore sources thet
would be exploited by underground mining methodse

In summary, it is our opinion that the Three R Mine should be attractive
to experienced operators with the finencial end technicel ability to confirm
indicated mill-ore reserves and to place a millﬂ in operation, The unexplored,
favorable ore horizons should enhance the attractiveness of the property as

8 potential long-lived copper mining operation.

Jack C. Pilerce
September 23, 1956

See 5/30/74 /770// /7.0/ U7,

& 44”/.4"
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GEOLOGY

a4
e east tlak 91 the Threeéwountain 1a Liw Plux Mlno --
wittir the aplauitea block of tha pPatagonia Mountialn fa sub -~
neartial Llead producer); on.the weat side of tune Three R Mountaln
ta tre Trhree R Mlne {a large Copper proverty, haviog produced
e of the largest bodles ot cnusocite mined in Nerth America.

™ha Thrae K Mirie 13 located within a rather large aree of binary
glanstA porphry. A gray, monzonitic dike (surface exposures ci
waien are llmited) intrudes tne granite porpir; and Al .ertain
Tazations contains some finely disseminated chalcocite that
avianansas the probablility of a large, low-grade, depnsit. This
;U< nppears to be related to a deep-seataed movemant which was
vicencsd by savere faulting, shearing, and ceacturing. This didte
4 s1milar Lo the dike which intrudes the Rea Mountaln rrhyolite

. Miacene Age) and is profusely impregnated with crystals and gralie
St pvrite, caalcopyrite, and chalcocite. Red Mountain is adjacent
+ . tna Thras R Mountain anc is theretore of geologlcal importance

as regards the Three R.

<
4
A

The Three R ore m180d to date, is found within a system of norin-
isuLn and north-79° east fraZuures, There is some evidence ol &
tiird systam of fractures which strike north 300 west. These

jater fractures are obscured within the highly mineralized area

of the owre bodles., They are, nowever, quite prominant at a location
1500 teat to the north of the Evening Star tunnel portal.

Evidence indicates that sglutions pccompanying or following the
{ixe's i‘ntrusion and regional faulting, were the source of the
copper mineralization; thatthis mineralization GtOOK place 1in at
leaut two Atages -- during and after intrusion and faulting. The
rugged surface sscarpment and outlcrop evidance & deep-ssated move -
ment. This 1s especlally true on the Three R and Hattle R. No. ¢

nining <claims,

rast exposed WOrk is not helpful to the small operator because tne

* nhipplrg ores above water level and within conf{ines of the Evening

itar tu.uel are exhausted., POr the major companlies, the wWork aun«
cxoeelpful in ocutlining a development program that has opporiuritisn
.+ pa aevelopmant of large, low-grade copper ores, 3uch noriseng
~1oald include substantial tonnages of high-grade chalcollita.

. tr.,4c i‘nterestsd in the development of a large, low-grade,
oLy wer ceposit, thils property should be of interest, 1t3 deval., -

went Wil require ample capital and capable management.

jf(j/¢7§vfﬁﬁ
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