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GOLD ASSAYS

Points X. 0.470 Point 7. 0.556
Point 1 0.476 Point 8. 0.443
Point 2. 0.448 Point 9. 0.310
Point 3. 0.500 Point 10. 0.457
Point 4. 0.511 Point 11. 0.764
Point 5. 0.500 Point 12. 0.500
Point 6X. 0.470 Point 13. 0.500

Note: Points 3, 5, 12, & 13 were combined into one assay.
Points X, and 6X is an average of many assays.
Points 2, 4, 7, 9, 10, & 1l are averaged from several assays.
(See attached assay documents.)
All assays were taken from samples gotten from 12 to 16 inches depth.

CALCULATED RESERVES

Area in square yards = 17602 = 3,097,600 sq.yds. X 1 = 3,097,600 cu.yds.
And, samples were taken to 1/3 yd. depth, therefore,
3,097,600 cu.yds. divided by 3 = 1,032,533 cu.yds. assayed ore.

One cu. yard contains approx. 1 1/2 tons of ore, therefore, 1,032,533 cu.yds.
equals 1,548,700 tons of blocked out tonnage. If we average all assays taken
we get 0.494 ounces per ton of gold, and if 85% is recovered, we get

0.420 net ounces of gold per ton.
Therefore, 1,548,700 tons at 0.420 oz./ton = 650,454 oz. recoverable gold.

As of 9/12/86, 650,454 ounces of gold X $418 per oz. = $ 271,889,000.00

At 5% value in place, we have over $ 13,500,000.00
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RECORDING REQUESTED BY:

s.
Cilbert Borquez

E. Theiss and

AND WHEN RECORDED MAIL TO:

t" E. Thoiss

3343 W. Evans Dr.
[ “d_hoonlx, Arizona 85023
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I, the undcrsigned, state: That betwecn September 1, 198_;.1nd September 1, 19‘?_6. certair.

labor and/or improvements required by law were performed or made on or for the benefit

of the following mining claim(s),

located jn County of Kern, California.

County Pecordation

(which together comprise a group of coatiguous claims)

Last Amendment BIM Seria’'

Name of Claim(s) in full Sec./Twp./kye. Orginal Location Recorded
Book Page Book Page
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LABOR AND IMPROVEMENTS, Specify (for example, state depth of shaft sunk; feet of tunnel,
drift adit or crosscut driven; size of exploration cut of trech/ or refer to separate
docwwment, [lled as required by rL876, describing geological, geochemical or geophysical

Give value for each item and date on which, or periods of time within which the

survey).
same was performed or made; and total value.
‘A ad 2t 24 I D0 KD /9 23 C i’ a7 ere T ce€, 00 2 )
=2 Pl 12 (O O FHA b LT OO OUE e X E, T
-t 2 cexd A 2 Ao Y - & 71 J 24 A
LS Fad /0 S0 % 250 s 15 For T s 4 el &
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= 75 - A (0D - T AO 4-”/" dHlE.

. .=
The total fair and reasonable value thereof was §$ /f& =", and the amount and
The name and addresr.

value thereof on or for the beneflt of each claim was $100 or more.

of the person(s) who performed the labor or made the improvements, as known to me, was:
Current mailing address

LA

Name

1&&%

Sc. lrges

The said claim(s] are held and claimed by &
mineral contained thercin.
by law to have been erected upon said claim(s) and all notices required by law to have
been posted on said claim(s) or copies thereof were in place, and that at said date each
corner monument bore or contained marking to appropriately designate the corner of the
claim(s) to which it pertains and the name of the claim(s).

I hereby certify under the penalty of perjury that the foregoing is true and correct.

Executed at

That on

Aoy,

4

P

7

. 198

eatifosmiy this s day of VI/ME , 198&.

Signed: 7S, .

S. BE. Theiss, Pres.
Cold Extractions, Inc.

for the valucble

,Vall monuments required

for Cilbart Rorruax



TWIN VORTEX
CYCLONE

" OVERFLOW1.

OVERFLOW 2
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A New High-Performance Hydro-
cyclone

The Largx twin vortex cyclone gives a very
sharp cut and high desliming performance.
It's easy to adjust to a wide particle size range.
It consists of a cylindrical section where
material is fed in; a washing section where
wash water is introduced; and a hydrocyc-
lone for the re-treating of primary underflow.

LAROX

UNDERFLOW

Feed is led into the twin vortex cyclone in
the normal way. The primary overflow is dis-
charged and led further in the process. The
wash water carries coarse fractions into the
secondary cyclone. Here the wash water to-
gether with the fines carried by coarser frac-
tions are separated from sand and led to the
process or back to the pump sump. In the lat-
ter case the wash water can be used for dilut-
ing the cyclone feed. The underflow, free of
fines, is returned to the mill or led to further
process steps.

By regulating the quantity of wash water,
the cut size of the cyclone can be adjusted
to a great extent. The flow rate of wash water is
normally 20 to 40 % of the cyclone feed volume.




- ’ QUIIIPOICU lUUIUHIOIyIIyu_
TYPICAL TROMP’S CURVE rocyclones or multi-stage
Grade Efficiency % : cyclom_e systems, the La-
rox twin vortex cyclone
4} offers
® superior classification ef-
100 ficiency
® ease of control and ad-
90 + justment
® a wide range of applica-
80 + tions
® superior desliming per-
70 4 formance
® two-stage operation by a
60 4 single pumping step
50 y
40
@===§ Hydrocyclone
30 1
&= Twin vortex cyclone T
20 4
10 -
y
10 50 100 150 200
Particle Size pm

For hydrocyclone types and dimensions see brochure

Pat.pend.
"Larox Hydrocyclones”

3 ' "DIMENSIONS mm ] CAPACHY]
L M D el s amg R Uil
7C5 50 260 8 37-50
TC 8 80 300 12 41-58
TC 10 100 390 18 160-270
TC 15 150 450 40 120-600
TC 20 200 560 160 180-1200
TC25 250 720 230 250-1800
TC 30 300 830 290 500-2600
TC 35 350 990 360 700-3400
TC 40 400 1160 420 800-5900
TC 50 500 1450 510 1000-7000

l o W oo N NG Y
~classification—concentration -
filtration

rc LAROX, INC. .

Phone (international +¢ 9730 PATUXENT WOODS DR, cint. +358-53-53765

COLUMBIA, MD 21046
(301) 381-3314

V. SEARMUARILT AV | AUTY ANAA 6 1n0C
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AARC

Analytical and Research Consulting
614 North 400 East

Spanish Fork, Utah 84660

I J & T Joint Venture

ATTN: Ray Dupree

P.0O. Box 778

Inyokern, California

93527 June 17, 1985

CERTIFICATE OF ANALYSIS

Samples received labeled J&T 1-8. Sample preparations were
by BOM pressure leach. Analysis was by DCP.

Sample ID Precious Metal Concentration (oz/ton)
Gold Platinum Palladium Silver
J&T 1 1:31 2.87 0.857 0.44
2 1.16 2.65 0.741 =
3 1.40 297 1.102 0.58
4 1.28 S«12 1.118 =
S 130 3.08 - 1.34
1) 1.57 2.60 0.902 1.44
7 1.34 2.78 0.3500 =
8 s RS (> D ued 0.641 0.40

Note: The above listed values were calculated from direct
DCP data. No matrix adjustments were applied.

¢ H. Ruckman, Ph.D.



AARC

Analytical and Research Consulting
614 North 400 East

Spanish Fork, Utah 844660

Robbersg Roost Refinery
ATTN: Glenn R. Hammond
P.0. Box 778

Inyokern, California

93527 June 17, 198s

CERTIFICATE OF ANALYSIS

Samples received labeled Robbers Roost 1-4. The samples were
prepared according to the BOM pressure leach technique.
Analysis was by DCP.

Sample ID Precious Meta] Concentration (oz/ton)
Gold Platinum Palladium Silver
RR b 4 1.72 2.82 0.32 =
2 1.95 2.56 0.86 1.54
3 2.03 2.56 1.57 0.26
4 2.68 2.92 1.85 0.30
S 2.33 327 1.65 0.27
(=) 2.39 2.90 0.80 -

Note: The above given values were calculated from direct DCpP

data. No adjustment was made for possible matrix spectral
interference.

i 4.

ck H. Ruckman, Ph.D.




AARC Chemical Consulting
614 North 400 East
Spanish Fork, UT B46&0 March 22, 1984

Mel Hammond

Oro Limited

P.0. Box 778
Inyokern, CA 3527

CERTIFICATE OF ANALYSIS

Log # Identificaticn _Seld Silver Platinum
406 K—1 2.41 metds 3.64
407 K-1B 2.68 n.d. 3.64
408 K-2 1.82 0.04 4.40
409 A-1W 2.53 n.d. 512
410 A-1W2 1.84 n.d. S.18
411 A-2W2 0.79 n.d. S5.01

Samples were prepared by dissclution of approximately 1 gram
of sample in hydrofluoric acid and aqua regia mixture irn a
pressure vessel. The solution volume was SO.O ml. The
solutions were diluted to 100.0 ml with deicnized water and
split into four equal fractions. 1 .00 ml of standard gold
sclution was added to each of three of the aliqguots. The
gold standards were 10.0, 30.0, and 100.0 ppm respectivel y.
A reference sample was treated accerding to the same
preceduree as this set of samples.

The above reported geld values were calculated from the gold
cencentration extrapolated from the standard additions data.
The =ilver values were determined via atemic abscrption
readings of the untreated samples.

The reference sample, treated similarly, vyielded 2.8 opt gecld
via fire assay and 2.76 cpt gold via the above procedure.
Silver was determined to be 275 opt via fire assay. The
above solution is capable of maintaining 35 opt equivalent of
silver as shown by data frem the reference sample. Silver
determination is thcught, therefore, to be accurate, i.e. the
silver values are not likely to be low due to precipitation

as chlorides.
/

7" Jack H. Ruckman, PhD.



AARC

Analytical and Research Consul ting
614 North 400 Eacet

Spanish Fork, UT 84660

Mel Hammond

Oro Limited

P.0. Box 778
Inyokern, CA 93527

CERTIFICATE OF ANALYSIS

Sample 411 (A-2W2) was classified and the magnetics separated
as follows:

Starting weight 285.7 gr
Mesh Non—-Magnetics A Magnetics YA
+25 0.02 gr + QO7 0.00 gr 0.00
=25 +890 21.04 7.36 0.19 0.07
=80 +140 104.34 36.52 0.83 0.29
=140 +209 599.92 20.83 0.55 0.19
=200 ?7.96 34.29 1.01 0.35
loss 0.24 0.08

Each of the fractions were analysed for gold and platinum
with the following results:

Non—magnetic Magnetic
Gold Platinum Gold Platinum

oz/ton oz/ten oz/ton ez/ton

+25 Not enough materizl to test
-25 +890 3.43 6.99 nd 15.07
—-80 +140 S.99 4.64 10.60 14.53
—140 +200 2.80 4,08 4.70 12.114
=200 2.77 4.7 7.05 923

Atomic absorption analyses for silver:

Log # Identification Silver (oz/ton)
430-1 MW# 1 0.046

-2 " 0.108
431~1 MwW#2 0.108

-2 " 0.102
432-1 MW#3 0.102

-2 " 0.108

P |
L
i

/ 1/ 7
Lde A //' I g(g_//z(a, -

J/ % . Ruckman,
‘/



TESTS ON CIL'S CA ORE
SECTIONS 23 & 24 &
Tepr. 28 5, Mer. Mt. Diabl.
The samples testad were furnished by Gilbert Borques, Claimant, on the above
Mining Claims, presently staked as Placer Claims. For simpicity, we are

calling this ore "CA Ore", the numbers are those assigned[”"' T
to differenciate between the¢ tests,

The firing methods of assay, in general, use the following fluxes which are
mixed with the ore, chen fired in a crucible, starting at a heat of 165C°® F, and
€énding at a heat of 20G2° F, and h=ld at the finishing temperature for one half
hour, or until the charg: is completelvy fluid and quiet: One part of ore,
finely ground to minus 100 or finer, one and one half parts Borax, one half

part of finely ground Silica, one part of Sodium Nitrate, three quarter part
Sodium Carbonate, three quarter part Wheat Flour, and one third part Lime.
Silver Inquart is used at the rate of two grams of Silver in the form of

Silver Chloride, per assay ton (30 grams) cf Ore.

823 A CA Ore, Section 23, 3 Quarter, two assay tons, 60 grams:
Treat ore chemically with 30% HCL, rinse, and pan to gravity separate,
‘then  fire using the above formula, but adding ammonium nitrate, 5
grams, but no silver inguart: '

Buttcn: 1.245 grams
Divide by 2 (two assay tons) = 0.622, or 622 oz./T Dore'
Bullion. Button not split,

823 B CA Ore, Section 23, SW Quarter, two assay tons, 60 grams:
Pan to 15 grams, without pretreatment, inguart silver in the form
of Silver Chloride, and fire using above flux formula:

Button: 1.728 grams
Divide by 2 = 0.Y64 gram, or 864 oz./T Dore' Bullion.
Split Button:
Split in 30% ¥Nitric acid solution, fuming hot, filter
residuc into filter paper, and save. Boil filtrate
solution dry, add a little distilled water and Nitric
Acid, then filter out the additional residue, add to
the first residue, burn the paper, cover with test
lead, and cupel - Button, 14.0 mg, divided by 2 = 7.0 ag.,
or, 7.0 ounces of Gold pev ton.

823 C CA Ore, Section 25, Last brought by Gil, 30 grams, 2 assay tons:
Fire using same flux in 8237, adding Ammonium Nitrate, and Silver
Chloride inguart:

Button: 0.459 grams after subtracting inguart, no gain in silver
indicated.

Split Button:
Parted i1n 30 fuming Nitric solution, filtered residuc,
and covered with test lead and cupelled: gueron 49 .6 me
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Tests on Gil's Ore,

-

Cont'q

823 ¢ Cont'g

which equates to 9.8 ounces
Was removeqd by precipitatjnq with NaCl, ang the filtrate boiled
dry prior to the Cupelling of thig button, further testgs should be

done to @scertain this abno:mal)y largya amount of gold, ang Ferhapg
Some alloyed Platinum group etals )

(Note - Although the Silver

CA Ore, sec, 25, 60 yrams (2 aA8%Ly tonsY, last ore brought by Gi1.

Pretreat with HCl, HNO3, NaOE, arng Sodiam Sulpkide, filter oyt the

solids, treat filtrare with Almon jum Hydrosxide apnlying an clectrje
Current through Stainlesg Steel plagte

ing the values . Filter gna ary tie residos,
formula of 823 », adding Siiver Thloride
and fire jp 5 Crucibije, ending a¢ 2060°F

and rire
jnquart, and
t5r one half

with the flux

hour:

Button:
2 = 877.4

1.7548 grams
mg, or

Split Button: Split in 304 fuming Nitric solution,
led button by hammering,
half hour.
€quates to
be made to

flatten Cupel-

and boil jn Pure sulphurje acid for one
Button weight =

12.1 ounces per ton of gold
ascertain’ the g9old content which may

Wt 6 volts D.c., Precipjtge-

amronjum nitratc,

___HA Tt e



J. B. LABORATORY

Speclalists In Preclous Metal Recovery

2702 S. 45TH ST. PHOENIX, AZ 85034 (602) 966-8103

11/16/85

Ore taken from Section 23, R37E, T28S,Mt. Diablo B&M, Kern County,
California, according to Ernie Theiss, who went to the property,
accompanied by Leo Thiele, and dug four 55 gallon drums of ore

from three general points within said property, and delivered the
ore to my laberatory at the above address, during the first few days
in March 1985. Several test programs were conducted on this ore,
and in the first part of November, 1985, one of my consultants, Mr.
Jerry Henderson, made a report to me showing an average recovery of
Gold to be 0.47 troy ounces per ton, all samples taken from these
drums Ernie Theiss delivered. This reading equates to 14.6 grams

of gold extractable per ton. The recovery method used was a sodium
cyanide leach with a special oxidizing agent, the values collected
on resin, eluding with suitable solvent, and plating onto steel
wool. Although I did not personally witness or supervise these
tests, I have no reason to believe them inaccurate.

B0B HOLLADAY



J. B. LABORATORY
Specialists In Precious Metal Recovery

2702 S. 45TH ST. PHOENIX, AZ 85034 (602) 966-8103
For S. E. Theiss

PROJECT Mohave Ore, Sec. 23 PP
SAMPLE DATE PROCESS WT | CON |DORE|DRILL| VOL
# TO RUN TO WwT wWT WwT ML
9/3/86 USE
Average of
Points 2,3 Assays by special leach
5, 9, 104 and read by spectograhic
& 11, 12, 1 methods.
EFECEEE R
ELEMENT PPM OZ PERTON |0Z PERTON| OZ PERTON VALUE'S
HD ORE CON DOR'E
Gold 0.50
Platinum 1.00
Rhodium 1.25
Ruthinium 0.75
Osmium 1.00
Iridium 4.50

COMMENTS

Please note: This report is prepared for and distribution is
limited to the party specified above. J. . Laboratory reserving
the authorization right for publication °% is report pending

our written approval. This is for the pr. tection{of our clients,
sel ; d th lie,
ourselves, an e public 1d~i5£2£2;5f0l&49/'

‘ C



2702 S. 45TH ST. PHOENIX, AZ 85034

J. B. LABORATORY

Specialists In Precious Metal Recovery

O'Flaherty & Theiss

23 Desert Sand

(802) 966-8103

PROJECT _Sec- PP
SAMPLE DATE PROCESS WT | CON |DOR'E|DRILL| VOL
* TO RUN TO [ wr [ wr | wr [ mL
u
6,/24/86 o

Leach in NaCN, Collect on Resin,

Elude, and read with AA, 4-hour

cycke for leach and collection

GOLD SILVER
Sample No. S—
R KEMENIX PPM OZ PERTON |OZ PERTON| OZ PERTON VALUE S
AU HD-QRE, |AG XCON DOR'E

OF-2 0.396 3.95
OF-4 0.547 3.387
OF-7 0.556 0.520
OF-8 0.443 5.206
OF-10 0.456 2.007
OF-11 0.620 0.868
OF-X1 (Sec.2})) 0.467 0.785
Note: Theis$ performefl the extraction and deljvered loaded rpsin to our lab.
COMMENTS 150 gram, 5 assay ton, samples were ground to 250 mesh and

leached in distilled water with 5 percent sodium cyanide;

two resins were used, each exposed 4 hours to filtrate.

Please note: This report is prepared for and distribution is
limited to the party specified above. J.B. Laboratory reserving
the authorization right for publication of this report pending

our written approval. This is for the protec
ourselves,

and the p

ublic.

of our clients,

?—34&@@@(‘67»\
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Austin Redd
8814 W.Mulberry
Phoenix, Ariz. 85037

January 31, 1987

Mr. Ernie Theiss Re: Mojave Desert Ore-
Goid Extractions, Inc. Borman Ltd., Lease
3345 W. Evans Dr. Section 23, T28S,R37E

Phoenix, Ariz. 85032

Dear Ernie;

In the last three to four years I have made a number of
test on the Mojave Desert Ore. This has been done with pro-
duction methods and other testing. We have come up with the
following results.

All tests show at least .40 to .50 ounces of gold per ton
of head ore.

If the ore is ground to at least -400 to -500 mesh the re-
sults could be more gold per ton.

This ore can be worked with the process methods we have.

I hope this information is what you want.

Sincerely




RESERVES & GENERAL INFORMATION
MOHAVE PLACER, KERN COUNTY, CALFIORNIA

Two sets of samples and assays have thus far been taken from
the NW 1/4 Section 23, R37E/T28S, at points shown on the
map. The average assay of the first set is 0.494 troy
ounces per ton. This average assay was determined by taking
the J. B. Lab assay results from points marked "x" on the
map, representing many tests conducted by Jerry Henderson,
plus other assays done by James Cousonal from samples taken
at points 2, 4, 7, 9, 10, & 11 on the map. This average
assay also included assays done by Wilkinson Assays, Fontana,
California, at points 1, 4, 9, 10, & 11. All samples in
this first series of tests were gathered by S. E. Theiss and
Leo Thiele, to a depth of 18 inches.

The second set of samples, gathered by Daryl Freter, were
taken at the 18 inch depth level, after removing the first
12 inches of soil, one sample from each of the 13 points on
the map. Each sample was split and averaged, then combined
into one 52 pound sample, then ground to 96% 400 mesh, then
again crossectioned and assayed at J. B. Lab, and certified
by Donald B. Macaulay. Assays were done by DCP, and varifi-
ed by fire assay. This assay reading is 0.71 oz. Au/ton.
All assay copies contributing to the above figures are en-
closed.

It should be noted that the first series of samples were
ground to only 200 to 250 mesh, whereas the second set of
samples were ground to 400 mesh in a special wet mill which
we intend to employ for large scale production.

In addition, numerous production-type tests have been run
by Austin Redd, Vice President, Gold Extractions, Inc. He
has included the enclosed statement, which indicates that a
recovery of 0.5 ounces of gold per ton is recoverable by the
hydro-metallurgical procedure we recommend. Briefly, this
process includes, pre-oxidation and treatment in aquious
solutions, prior to the leaching, and extraction by ion-
exchange, and electrowinning. Since these processes are
confidential, as to the chemistry, metallurgy, and equip-
ment compliment, no complete description will be found in
this pamphlet. Certainly, however, during an agreement in
escrow period, the prospective venturer shall have witnessed
physical demonstrations of gold extraction, using our
process from samples which he himself has gathered from the
Mohave property.

'/’;7 74 y ey




CALCULATION OF RESERVES, cont'd

If we now average the two sets of assays for projection
puposes, we have: 0.494 + 0.71 /2 = 0.60 oz. gold per ton,
and if 85% becomes recoverable, you have, 0.60 x .85 = 0.51
ounces per ton.

And taking a one guarter section, at one half yard deep, we
get 880 yds. x 880 yds. x 1/2 = 387,200 cubic yards of ore
in place. And since each cubic yard of this ore weights
approximately 1.5 tons, we have:

1.5 x 387,200 cu. yds. = 580,800 tons of blocked ore.

And since the recoverable figure is 0.51 ounces per ton, we
have blocked out:

580,800 tons x 0.51 = 296,208 oz. of gold.

Given a value of $400.00 per ounce, we have a projected
gross value of:

$400.00 x 296,208 oz. Au = §$118,483,000.00
Certainly, the above figures are impressive from an economic

standpoint, and will be more fully discussed under the
"business plan" section.

A7, Wwﬁm
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VARIFICATION OF SAMPLING & ASSAYING
NwWl/4, SEC. 23, R37E, T28S,
MT. DIABLO B&M, KERN COUNTY,CA.
(See Attached Sketch)

Leo Thiele and I sampled ore from the three locations marked with a
circled "x" preceeded by "L", such as L-f, on the seventh day of March,
1985, in the presence of Gilbert Borquez, and Bill Michael, and delivered
the said samples to the J.B. Laboratory, Phoenix, Arizona for testing and
assaying. See the J.B. Laboratory summary statement attached.

On the morning of October 15, 1985, I personally gathered samples from

the locations on the attached sketch marked C-1, C-4, C-10, C-9, and C-1l.
These samples were pulverized and sent to Wilkinson Assays, 8849 Sierra Ave.,
Fontana, California for assay. The assays are attached.

All samples were taken to a depth of 12 to 16 inches, and for calculations

o. the attached sketch, a depth of 12 inches, or 1/3 yard was used. The "C"
samples were split with a 1/2" chute sample splitter, averaged down from
about 30 pounds to about 3 pounds. The "L" samples were averaged from about
2,200 pounds of samples taken in and around the points on the sketch.

I varify that the above statments are correct to the best of my knowledge
and belief.

Dated: 3/19/85 S. E. (Ernie) Theiss
3345 W. Evans Drive
Phoenix, Arizona 85023

(602) 863-0447



Cont'd information, Mohave Ore, Section 23, R37E, T28S, Mr. Diablo B&aM,
Kern County, California:

CALCULATION OF RESERVES (See attached sketch)

From the assays thus far taken. approximately 3,115,200 standard tons of
ore to a depth of one third yard, is proven by the attached assay sample
points. The assays indicate Gold in place of about 489,189 troy ounces,
using an average assay of 14.65 grams (0.471 troy ounces) per ton. If

a recovery of 85 percent is used, which Austin Redds tests indicate as
possible, an average of 0.4 troy ounce per ton is recoverable. This
would result in the proven recoverable reserves at approximately 415,360
troy ounces (1,038,200 X 0.4), in the ore thus far blocked out.

EXPECTED EXPANSION
Prior to commencing long range mining, additional ore shall be proven to
at least the six foot deep level over the same area shown in the sketch.

WATER WELL DATA

Robers Roost, 5 miles north of the subject property, two successful wells
are drilled to the 200 ft. level. Two miles south, BLM have a success-
full well and its depth is not known by us.

GENERAL DATA

1) The terrain rolls gently with occational dry washes, Little Dixie

- Dry Wash flows through the subject property. Elevation ranges from
about 3140 to 3180 ft. above sea level.

2) Labor and materials is available from Mohave, 32 miles to the south,
Inyokern, 17 miles north, and Ridgecrest, 28 miles north east. Spec.
materials shall come from Los Angeles, 140 miles to the south. There
is considerable mining in the area, so labor force is well adaptable
to our project.

3) Day time weather ranges from the 40°F in winter to 100°F in summer,
and freezing for short periods during the winter. Climate lends itself
to year around mining and milling.

4) The nearest railhead spur runs to within 12 mlles south of the property
on California highway 14.

5) Although high tension electric lines run to within 4 or 500 yards of
the property, a sub-station would have to be installed. It is our
plan to install diesel electric plants. Natural gas is not available.
We must install water wells for water.

S. E. Theiss

Gold Extractions, Inc.
3345 W. Evans Drive
Phoenix AZ 85023

(602) 863-0447
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J. B. LABORATORY

. Specialists in Precious Metal Recovery

45th Street at University Ave, Phoenix AZ
Telephone (602) 966-8103

11/16/85
Ore taken from Section 23, R37E, T28S, Mt. Diablo B & M, Kern County, Calif.,
was gathered and delivered by Ernie Theiss and ‘Leo Thiele the first week in
March 1985. Several test programs were conducted on this ore, and in the
first part of November, 1985, one of my consultants, Mr. Jerry Henderson,
made a report to me showing an average recovery of gold. of 0.47 troy ounces
per ton of identical ore equivalent. This equates to 14.6 grams per ton.
The recovery method used a NaCN leach with a special chemical oxidizer,
collection on resin, eluding with a suitable solvent, and plating onto steel
wool. Although I did nqt personally witness these assays, I have. reason to

beleive them accurate.

Robert Holladay, proprietor.
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| WILKINSON AssAvs

. ASSAY REPORT
8849 SIERRA AVE ¢ FONTANA, CA 92335 SINCE 1967 ¢ PHONE (714) 823-4607
ASSAYEH CHEMIST ® METALLUHGlST ' 'HEFINER 9 GEOLOGIST ® MINE CONSULTANT

cnew, TesreD | _ovance. | weionr | oare | ) eee | OWicEs | gme | vAmE
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me s “ 2T

PLATINUM

PALLADIUM

MICRON GOLD mostlj :
FREEGOLD | little.
SULFIDE no

ARSENIC | no . | ERNIE TﬁEiSE g

TELLURIDE | no . /| SUBMITTEDBY - " " = ' 'SAMPLE# . ASSAYER

!
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WILKINSON ASSAYS

ASSAY REPORT
8849 SIERRA AVE. « FONTANA, CA 92335 ¢ SINCE 1967 * PHONE (714) 823-4607
ASSAYER e CHEMIST e METALLURGIST e REFINER & GEOLOGIST ® MINE CONSULTANT

: OUNCES GRAMS VALUE
CHEM. TESTED CHARGE . | WEIGHT | . PRice PERTON | PERTON PER TON

GOLD $ '?-00 293grams | 5/79/8¢| $ 0 .+ 13,03
SILVER | 203 grams Cwid

COPPER | 203 grams |’

. o P& J ¥
ZINC : , 29.3 grams .{:

PLATINUM . 203grams | .

$

$

e { ! ' s

LEAD : 203 Qtémé - : 3 7 y - | :
‘ - ;

$

$

PALLADIUM 29.3 grams

e T
;o §
7 3,

MICRONGOLD | MOstly | comments nid'stli micron ' iz 0 i ;
FREEGOLD | little | __flower ihzé gold too, '
SULFIDE no ' i :

o no ERNIE THEISS =~ 9-C. Duene WMbginosz

TELLURIDE | po SUBMITTEDBY -~ =~ .  SAMPLE# ASSAYER

PAID | ASSAY BASED ON SPECIMENS LEFT ATLABONLY ~~ BASED ON ASSAY TON 2000 LB.




WILKINSON ASSAYS
ASSAY REPORT

8849 SIERRA AVE. o FONTANA, CA 92335 ¢ SINCE 1967 ¢ PHONE (714) 823-4607
ASSAYER e CHEMIST & METALLURGIST e REFINER ¢ GEOLOGIST ® MINE CONSULTANT

CHEM. TESTED

CHARGE :

GRAMS * VALUE
PER TON PER TON

GOLD

weowr | _ome | emor | g

Ihe 3

SILVER

7.00

293 grams | I~ ‘ : ,,:. 2l 400 0
203grams | .7, Y2250

COPPER

1293 'g,r;_m;s_ 4

LEAD

203 grams 1 oy

ZINC

293 grams _{,

PLATINUM

PALLADIUM

$
$
$
$
$
$
$

203 grams

MICRON GOLD

_COMMENTS gt

FREE GOLD

SULFIDE

gol

ARSENIC

ERNI® THEISS

TELLURIDE

SUBMITTEDBY - ., -~ SAMPLE#

ASSAYER

PAID

ASSAY BASED ON SPECIMENS LEFT AT LAB ONLY

 BASED ON ASSAY TON 2000 LB.




WILKINSbN ASSAYS

' ASSAY REPORT

8849 smnm\ AVE . FONTANA CA 92335  SINCE 1967 ¢ PHONE (714) 823-4607
ASSAYER ¢ CHEMIST LR METALLURG!ST 0 HEFlhien . GEOLOGIST e MINE CONSULTANT

' CHEM TESTED

- OUNCES

" GRAMS
PER TON

: eon.n

weuem fif

: su__yEB ,

PER TON

2843

COPPER =

LEAD

ZINC

PLATINUM

*29.3 qmpf |

PALLADIUM

; 29 3 grams

i H
‘grai ?;:fifj

MICRON GOLD

FREE GOLD

SULFIDE

ARSENIC

TELLURIDE

el 90

ASSAYER

PAID

BASED ON ASSAY TON 2000 LB.
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BATTELLE - BORMAN PROJECT
WEEK 1 OBTAIN CONTRACT WITH PROPERTY OWNERS
OBTAIN CONTRACT FOR BATTELLE RECOVERY UNIT
: —~f WEEK 2 EMPLOY INDEPENDANT GEOLOGIST TO EVALUATE PROPERTY
L
2 WEEK 3 LOCATE BEST MINABLE AREAS
‘ I
; 8 WEEK 4 DETERMINE % RECOVERY POSSIBLE WITH BATTELLE UNIT
|
\ —
WEEK 5 SUBMIT PLAN OF OPERATION
OBTAIN DAMAGE & RESTORATION BOND
OBTAIN LIABILITY INSURANCE
- OBTAIN FEDERAL, STATE & COUNTY PERMITS
w|{ WEEK 6 DESIGNATE MILL & MINE SITES
2 CONTRACT FOR MILL SITE, ROADS & WATER DRAINAGE
E CONTRACT FOR WELL & WATER SYSTEM
CONTRACT FOR SITE UTILITIES
PURCHASE TRASH SCREEN AND STACKER
WEEK 7 INSTALL TRASH SCREEN AND STACKER
WEEK 8 INSTALL BATTELLE UNIT
WEEK 9 SHAKEDOWN RUN
E WEEK 10 PRODUCT EVALUATION
g WEEK 11 GEOLOGICAL & MINERALOGICAL EVALUATION
<
g WEEK 12 ENGINEERING ADJUSTMENTS




" D.K. MARTIN & ASSOCIATES

Mining Development & Administration

4728 N. 21st Avenue

Phoenix, Arizona 85015 28 OCTOBER 1987

ASSUMPTIONS ON BATTELLE PRECIOUS METAL RECOVERY, PROJECT # 1

ORE VALUE @ 0.40 0Z AU/TON LESS 10% DELETION FACTOR
AU @ $450/0Z, RECOVERY @ 90% EFFICIENCY, REFINING @
10% RECOVERED VALUE.

GROSS REVENUE
OPERATION 10 HOURS/DAY, 10 TONS/HOUR, 22 DAYS PER MONTH

GROSS REVENUE PER MONTH ~ "$288,68%4

COST OF GOODS

BATTELLE UNIT 2 $30,000/MO + 25% GROSS¥ $102,170 (35%)
PROPERTY @ $10,000/MO OR 5% ADJUSTED GROSS $ 24,430 (08%)
COST OF GOODS $126,600 (43%)
GENERAL OVERHEAD
ADMINISTRATIVE WAGES @2 ool 00
ADMINISTRATIVE ASST. WAGES @1 1,500
LEGAL & ACCOUNTING 500
COST OF SALESHX 5,590
TRAVEL & AUTO EXPENSES 2,810
LODGING & SUBSISTANCE 2,000
EMPLOYEE TAXES 1,700
LIABILITY INSURANCE 500
$ 18,600 | (06%)
TOTAL EXPENSES $145,200 (49%)
ASSUMED NET INCOME @ 10 HOURS/DAY OPERATION $143,484 (51%)
GROSS REVENUE
OPERATION 24 HOURS/DAY, 10 TONS/HOUR, 22 DAYS PER MONTH
GROSS REVENUE PER MONTH $692, 840
COST OF GOODS
BATTELLE UNIT $203,210 (29%)
PROPERTY 24,480 (04%)
$227,690 (33%)
GENERAL OVERHEAD $ 21,340 (03%)
TOTAL EXPENSES $249,030 (36%)
ASSUMED NET INCOME @ 24 HOURS/DAY OPERATION Suu3,810 (64%)

ANUAL NET INCOME PROJECTIONS
10 HOUR/DAY OPERATION $1,721,808
24 HOUR/DAY OPERATION 55,325,729



BATTELLE - BORMAN PROJECT

OPERATIONAL EXPENSES
PRE-OPERATION - 2 MONTHS

GEOLOGICAL VERIFICATION $ 5,000
PREPAID INSURANCE 10,000
STATE & FEDERAL PERMITS 1,500
LEGAL FEES 1,000
PROPERTY LEASE & DOWNPAYMENT 25,000
BATTELLE UNIT LEASE & SETUP 60,000
TRUCK LEASE 1,000
SITE & ACCESS PREPARATION 10,000
WELL & Ho0 SYSTEM 14,200
ELECTRICAL & AREA LIGHTING 10,000
SECURITY FENCING 6,500
SEPTIC SYSTEM 1,800
TRASH SCREEN & STACKER 24,200
UTILITY GENERATOR 3,000
UTILITY FUEL & OIL 600
GENERAL OVERHEAD 37,200

15% CONTINGENCY

15% CONTINGENCY

15% CONTINGENCY

SUB TOTAL
RESERVE FUND
ESTIMATED CAPITAL REQUIRED

— 33,300

$255,300

SHAKEDOWN OPERATION - 1ST MONTH
PROPERTY LEASE 10,000
BATTELLE LEASE 30,000
GEOLOGICAL VERIFICATION 3,000
GENERAL OVERHEAD 19,200

9,300

$ 71,500

FULL OPERATION - 2ND MONTH
PROPERTY LEASE $ 24,500
BATTELLE LEASE 102,200
GENERAL OVERHEAD 19,000

21,900

$167,600

$ 5,600

S 494,400

$ 500,000
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LINE 1 MAIN PRODUCT (BLACK)
LINE2 WATER (GREEN)
LINE3 WASTE (YELLOW)
LINE4 RECYCLE WATER {BEUGE)

ITEMS LIST

A ORE HOPPER 4! x 8!

B CONVEYOR AND DRYER

G MICROPULVERIZER 60"x46"x42"
D ELECTRO-OXIDIZING TANK

9'-3" DIA x 6' PLUS ONE W/

15000v ELECTRICAL TRANSF.

CENTRIFUGE CONCENTRATOR 2'

DIA x 4

F HI PRESSURE STAINLESS STEEL

AUTOCLAVE

NEUTRALIZING TANK 9'3" DIA x

6' PLUS CONE

H AG/PGM RESIN IN PULP EXTRACTION
TANK 9'3" DIA x &' PLUS CONE

H2 AU RESIN IN PULP EXTRACTION TANK
9'2" DIA x 6' P_LUS CONE

| VIBRATING SCREENS 2' x §'

J AG/PGM RESIN STRIPPING COLUMN

m

(@)

7" DIA x 6'
J2 AU RESIN STRIPPING COLUMN
7" DIA x 6'
K AG/PGM PREGNANT SOLUTION TANK
5000 GAL
K2 AU PREGNANT SOLUTION TANK 5000 GAL
L AG/PGM ELECTRO WINNING BOX
16" x 14" x 5!

L2 AU ELECTRO WINNING BOX 14" x 14" x5

M MELTING FURNACE 4' x 5
N HOT WATER HOLDING TANK 9' 3" x 10
O HOLDING TANK 9'3" x 10

P SLURRY PUMP 5 HP 3'x 5' BASE
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2wy [avage Technology Inc.
Ko Y 7055 West Allison, Chendler, AZ 85226

1-(800)-528-32233  (632) ¢51-0731
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Mobile Pilot Plant

For Placer Gold Recovery

Mobile Process Unit*
Produces Gold Concentrates
From Feeds Containing Black
Sands. No Chemical Pro-
cessing: Minimal Water That
Can Be Recycled. Over 90
Percent Recovery to 325 Mesh

*Patent Pending

e Battelle

Development Corporation
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,INTRODUCTION

Battelle Memorial Institute of Columbus, Ohio, the largest independent research
and development organization in the world, in conjunction with Davage Technology,
Inc. of Phoenix, Arizona, has over the past four years, at a cost of more than

$2 million dollars, developed and patented a self-contained mobile processing
plant for the recovery of precious metals; 1i.e. gold, platinum, silver, etc.

The system was originally designed to process 100 tons (75 cu. yds.) per hour,
but in order to conduct field tests and initiate production on a small scale, a
mobiie system was designed to process 10 tons (7.5 cu. yds.) per hour. This version
has proved to be not only an efficient production unit but a means of achieving
reiiable placer evaluation as well.

Davage Technology has operated this system under its worldwide license omn
three (3) different sites in Arizona and Nevada, in each case proving that it
recovers more than 95 percent (95%) of all gold present and that its in-field
operating costs are $5.00 or less per tom. This system can also be used on hard
rock deposits if crushed before processing, since the total plant is contained
in a 40-foot semi-trailer with its own generztor. Water usage is only 235 gallons
per minute of recycled water and mining operations can be started in less than
three (3) weeks after the plant arrives at the mine site. The mobile unit is
operated by one or two technicians and will run continuously 24 hours a day since
it is essentially automatic.

Davage Technology's concept has been to evaluate a deposit using the smaller
system, producing geld in the process, and when the size and concentration justifies
it, install the 100 ton per hour plant for full and continuous production. With
its very low operating cost, this mobile system can prove very profitable even

with relatively low-grade ore.
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> PROCESS DESCRIPTION

Battelle's Mobile Plant for
Placer Gold Recovery

Throughout the Western United States, as well as other countries, there are
natural occuring placer gravels containing gold. Gold values as high as 0.1 oz.
per ton are reported. Unfortunately, a large number of these placers also contain
"black sands" which consist mainly of magnetite, ilmenite, and hematite. Due to
the fact that the black sands are extremely heavy, as is gold, the separation of
tﬁe two is extremely difficult. Most placer gravels are processed using gravity
separation techniques to recover gold. The black sands separate into the heavy
concentrates along with the gold using these techniques.

During 1981, cthe Minerals Processing Group of Battelle's Columbus Laboratories

initiated a project to overcome the problem of separating gold from black sands.
A process to produce gold concentrates containing minimal amounts of black sands
has been developed. A patent has been granted and a mobile plant has been con-
structed and field tested by a licensee of the process. This document describes
this process, generically.

The process involves five (5) separate sizing, ssparation, and concentrating
steps. All of the processing steps are physical, no chemical processing is involved.
The processing is carried out using minimal water that can be recycled to the process.

The initial step in the process is a wet screening operations to produce three
(3) size fractions: +10 mesh (rajects), =10 +65 mesh, and -65 mesh. In most placer
gravels, the gold particles are much smaller than 10 mesh; therefore, the +10 mesh
washed gravels can be discarded. If it is suspected that the gravels contain gold
particles larger than 10 mesh, this material could be treated using a conventional
sluice for coarse gold recovery. The other fractions, =10 +65 and -65 mesh are then
treated separately in the next processing step.

The second step is the primary concentrating step in which the black sand and

gold are concentrated. The tailings from this step contain the gangue and lighter
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minerals of no interest. As previously mentioned, this step is carried out on two
separate size fractions. The heavy mineral concentrates from this step are recom-
bined for further processing.

The next two steps (3 and 4) of the process are the primary and secondary
separation steps. In these steps, the black sand and other heavy minerals are
separated from the gold particles.

The final, secondary concentration step prccesses the concentrates from the
pfevious separation steps and produces a final clean gold concentrate.

Results from laboratory-scale experiments on several placer gravel samples
indicate gold recoveries greater than 90 percent (9C%) in less than 1 percent (l%)
of the feed material.

The mobile pilot plant now being operated was designed to process 10 tomns per
hour of virgin placer ore. The concentration ratio for the pilot plant is about
16,000:1. The unit uses only 235 gpm water and this can be recycled by use of a
simple settling pond. Power requirements for the mobile unit are only 120 kw.

The unit can be fed using a grizzly and coaveycr, OT slurries, such as tailings
from primary recovery operatiomns, can be pumped to the unit.

The mobile unit was desigred, mnot only for furcher evaluation of the process,
but also to be used as a mobile sampling and evaluation tool for tlacers. Several
" hundred tons of gravels can be economically processed in a short time to determine
gold values in the placer deposits. This method of placer evaluation reduces the
"nugget" effect often encountered in placer sampling and evaluation.

The pilot plant equipment, which weighs about 6 to 7 tons, is mounted in a
totally enclosed 40-foot semi-trailer.

This mobile unit has been monitored to evaluate processing capabilities. All
jndications are that the unit performs as designed. The laboratory tests and the
pilot plant operatioms, to date, indicate that gold as fine as 325 mesh can be
recovered and that a high percentage of particles of 200 mesh are recovered by the

process.



Preliminary operating cost estimates indicate that the process could operate

on placer gravels that contain gold values in the range of 0.02 to 0.03 oz. per ton.
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OPERATING PARTNER !

Davage Technology, Inc. was formed as a public company in 1981 through merger
with an inactive publicly-owned entity based in Salt Lake City, Utah. Dr. Joseph B.
Davidson, president of Davage, and associates transferred a variety of oil, gas and
mining properties in Ohio, Kentucky and Arizona to Davage Technology in exchange for
stock in the company. In early 1985 the company withdrew from the oil and gas business
and later that year moved its headquarters from Akron, Ohio to Phoenix, Arizona. Since
then, the company has concentrated on plans for gold, platinum and silver recovery
oﬁerations using the Davage-Battelle process. Dr. Davidson has personally supervised
all the field operations, asided by his technician, Jcel Zemba, who will operate the
first plant upon delivery to the mine site.

In June 1986, at a cost of approximately three million dollars, Davage Technology,
Inc. acquired Paragon Steel Structures of Chandler, Arizona, the country's leading
designer and manufacturer of steel-framed, pre-engineered homes, as well as commerci !,
industrial and agricultural buildings. Two other steel building marketing firms hav.
since been acquired and consolidated with Paragon, which is operated separately as &
wholly-owned subsidiary of Davage Techrology, Inc.

Following these acquisitions. Davage Technclogy, Inc. has approximately 12.5
million shares outstanding, which are currently actively traded over-the-counter.
Foliowing early completion of new consolidated financial reports, (which will be
available upon request) prepared by its international auditors, Coopers & Lybrand,
the company plans to apply for listing of its shares on the Natiomal Associatioﬁ of
Securities Dealers (NASD) automated trading system. The company's general counsel

is Streich, Lang, Weeks & Carson, one of Phoenix's leading corporate law firms.
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JOSEPH B. DAVIDSON

Joseph B. Davidson, owner of Flying J Mines for nearly ten years, is 63 years
of age and resides in Phoenix, Arizona. He is a graduate of Michigan State Univer-
sity, obtaining his DVM degree with emphasis in Chemistry. Dr. Davidson has re-
searched and developed feed and chemical products, has authored several books and
was a general practitioner as a Doctor cf Veterinary Medicine for 14 years.

Dr. Davidson has had varied investment and management roles in the past 30
years and was in the oil and gas field for 15 years. He is currently president of
Davage Technolegy, Inc., a Utah corporation, which ccoperated with Battelle Memorial
Institute in development of the patented gold recovery system for which Davage has
worldwide license rights. He is also serving temporarily as president of Paragon
Steel Structures, Inc., a Delaware corporation which Davage recently acquired. his
principal interest however, is field management of gold recovery operations using
the Battelle process.

Flying J Mines was organized in the mid 70's for the purpose of mining valuab
minerals and related purposes. 1t, and its principals, have since acquired interests
in several unpatented and patented mining properties in Nevada and Arizoma. Its
exploration, development and operations have included drilling and trench sampling,
directing geological evaluations with independent geologists, assaying, mining and
processing ores.

In 1982, Dr. Davidson, having encountered the well-known problem of separating
gold from black sand in an Arizona mining operation, took the problem to Battelle
Memorial Institute, Columbus, Ohio. After a thorough review, Battelle agreed to seek
a solution. Two years later the present system was developed and successfully field-
tested at four varying sites under Dr. Davidson's personal direction.

A more complete resume can be found in Who's Who in the Midwest, Who's Who in

America, or 1984 edition of the Dictionarv of International Biography.




Date of Birth:

Education:

Employment
History:

1939-~1942

1942-1946

1946-1948

1948-1954

1954-Present

Other
Activities:

1954-1955

1954=1959

1954-Present

1954-Present

April, 1980-81

1983-Present

June '85-Present

Personal:

Business
Address:
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GORDON R. MOLESWORTH
November 10, 1916, Louisburg, KS.

B.S. Degree in Technical Journalism
Kansas State University - 1939
(Magna Cum Laude - Rhodes Scholarship Candidate)

Financial editor, The Kansas City Star, Kansas City, MO

U. S. Air Force (Public Relations Officer, Air
Technical Service Commandgd) .

Director of Technical Public Relations, Trans World
Airlines.

Assistant to the Manager, Oak Ridge Operations,
U. S. Atomic Energy Commission.

President, Molesworth Associates, Inc., New York, NY.
(A public relations, communications and marketing cocun-
seling firm serving primarily technology-based companies.

Instrumental in founding of the Atomic Industrial Forum
the industry's trade association, and the American
Nuclear Society.

Organizer and manager of International Commercial Atomi:~
Energy Exhibitions, Geneva, Switzerland.

Technology investment consultant to banks, mutual funds
and brokerzage housas.

Extensive writing and speaking on technological subjects
here and abroad.

President, Chemtree Corporation, Central Valley, NY.
(Manufacturers of patented materials for nuclear shield-
ing, roadway repair and high performance construction.)

President and director of TLS Systems, Inc. (developers
and manufacturers of tritium activated light sources).

Vice President and director, Davage Technology, Inc.

Married, three grown children
Enjoy travel, tennis, other sports

Davage Techrology, Inc., and
Molesworth Associates, Inc.
81 W. Esperanza Blvd.

Green Valley, AZ 85614.



RESUME

FREDERIC B. "FRITZ" LOOMIS

1984 - 1986 Consultant

1982 - 1983 Consultant

Consultant petroleum geologist to the Petroleum

and Minerals Board, People's Democratic Republic
of Yemen, in connection with a World Bank tech-

nical assistance project.

1981 - 1982 CER Corporation, Senior Geologist

1977 - 1981 Bendix Field Engineering Corporation, Senior Staff
Gsoscientist; Assistant Director Geology Division.

1976 - 1977 Scientific Software Corporation,
Senior Staff Geologist.

1975 - 1976 U. S. Geological Survey, Geologist.

1971 - 1975 Geological Consultant - based in Calgary, Canada;
provided geologic and eéconomic studies of frontier
regions throughout the free world. Projects in
Canada, Trinidagd, Tobago, Panama, Nicaragua and
Angola.

1960 - 1970 Clark 0il & Refining Corporation
Chief Geologist and Manager, Foreign Operations.

1939

1959 Shell 0il Company, Geologist; District Manager.

EDUCATION: Amherst College,
Amherst, Massachusetts BA, 1937

Harvard University, Cambridge, Ma 1937-1939
Completed residence requirements for PhD Degree

PROFESSIONAL Professional Engineer, State of Colorado
REGISTRATIONS Licensegd Geologist, State of California
AND LICENSES: Certified Petroleum Geologist,

American Association of Petroleum Geologists

MEMBERSHIPS: Fellow, Geolegical Society of America
Member, American Association of Petroleum Geologists
Member, Society of Mining Engineers, American Institute
of Mining, Petroleum and Metallurgical Engineers
Member, Society of Exploration Geophysicists
Member, Rocky Mountain Association of Geologists

RESIDENCE: 2738 South Via Del Bac,
Green Valley, AZ 85614




' SUMMARY OF JOINT VENTURE

Davage Technology, Inc. wishes to establish from one (1) to four (4) joint
ventures in 1986 with one or more investors to exploit the proven gold recovery
capabilities of the Davage-Battelle patented system, the first of which is immediaiely
available and ready to put into operation. The purchase of three additicnal mobile
plants is planned as soon as funds are available from this offering. Battelle has
agreed to build these units with delivery expected within 90-120 days after placement
of order. Site preparation will commence upon commitment of funds.

1t should be emphasized that each of these joint ventures represents an investment
in a gold recovery system which can be used on many promising sites, rather than an
investment in a single mining property.

An investment of $1,000,000 is required to start production at Rock Creek, Brad-
shaw Mountains, Arizona (see Use of Proceeds, Plant No. 1). It is estimated that ap-
proximately the same amount will be needed for the three additional plants planned i~r
this year. For funds committed, Davage Technology, Inc. will assign a 43% ownershiyp
of'the mobile plant and 43% of the net income from the gold recovery operations. Nei
profit projections are based on an averaged gold price of $350.00 per oz. and may be
taken by joint venture partner 'in kind". Davage Technology, Inc. will retain a ST%
ownership of the equipment and 52% of the net profit since 5% goes to Battelle Memorial
Institute for worldwide license rights.

Davage Technology, Inc. will provide--through its subsidiary, Flying J Mines--the
iicense from Battelle to utilize the equipment znd the technology it embodies, com-
plete operating services including personnel, accounting reports and delivery and/or
sale of gold.

Davage Technology, Inc. reserves the right to purchase the joint partner's 437
interest in the mobile plant after thirty-six (36) months from start of operations.

Tendering of funds will be through an escrow agent selected bty mutual agreement.

Delivery of gold will be on a monthly basis on site unless otherwise agreed upon.



TAX ASPECTS

The full implicaticns of Federal, State and Local laws which may affect
the tax consequences of participating in the joint venture are to0O corplex
and numerous to be described herein and because of the recent Federal, State

and Local tax changes.
EACH PROSPECTIVE PARTNER SHOULD SATISFY HIMSELF AS TO THE INCOME TAX

AND OTHER TAX CONSEQUENCES OF PARTICIPATING IN THE JOINT VENTURE BY OBTAINING

ADVICE FROM HIS OWN TAX ADVISOR.

=
o
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PLAN OF OPEKRATION -

PLANT NO. 1

Rock Creek Claim
RBlack Canyon Placer
Bradshaw Mountains
Bumble Bee, Arizona
PLANT NO. 2
Sycamore Claim
Black Canyon Placer

Bradshaw Mountains
Bumble Bee, Arizona

PLANT NO. 3
Mule Ridge-California Gulch

Placer deposit
Arivaca, Arizona

PLANT NO. 4
The site for operation of Plant No. 4 is either Poison Creek in the Bradshaw Mounta.i..s
adjacent to Plants 1 and 2 or Arivaca near Plant Ho. 3. Final selection will be

management's decision in the near future.

13



PLANT NO. 1 - ROCK CREEZK

This site comsists of 160 acres and is one of four contiguous claims (Bumble
Bee Claim Group) located in the southeast porticn of the Bradshaw Mcuntain Range
approximately 68 miles north of Phoenix, Arizona. Mr. James Brochert and Mr. Raymonz
Bert, both active principals c¢f the Bradshaw Mining Corporation, have performed
extensive mining activity since 1980 using a sluice operation. Other than recovery
of gold nuggets, they have determined most of the fine gold was being lost rather than
recovered by their efforts.

Davage Technology has selected this site for their first plant since their syste=x
is designed for recovery of fine gold. Water is available vear-round from the Agua
Fria River and Rock Creek which flows continually at the site. This area is like a
large sluice box (trough) collecting gold, silver and other precious metals on the
Black Canycn water shed.

An agreement has been entered into between Bradshaw Mining Corporation to perform
all crushing of materials and deliver the concentrates for processing by the Davage-
Battelle system which will expedit the gold recovery.

Reliable assays.indicate the concentrates will yield 1.0 oz. per ton with five (5)
tons being processed per hour by the mobile plant. For crushing and delivery of the
concentrates to Davage, Bradshaw Mining will receive 20% of the gross product.

Management has based their projecticns on recovery of 0.8 oz. per ton of con-
centrates, processing five (5) tons per hour with operating time of twenty (20) hours
per dav.

Although there is no guarantee of what values may be extracted, past mining
history and assay work indicates evidence of over 7 million (7,000,000) cubic vards
of core at this site.

Estimated period of plant operation at Rock Creek is between 15-20 vears before

depletion of deposit.

14



 INCOME/EXPENSE SROIJECTTON = MONTHLY

PLANT NO. 1 - ROCK CREEK

INCOME:

Processing 100 tons concentrates per day (20 hrs.)
Gross production of 80 ozs. less 16 ozs. (20%)* = 64 0Ozs.
64 ozs. per day & $350.00 per oz.

Thirty (30) days production of 1,920 ozs. @ $350.00 per oz.

EXPENSE:

Gross pavroll - two technician @ 3500 per week
Gross pavroll - two guards @ $5.00 per hour
Payroll taxes - Federal/State

Insurance

Utilities

Diesel fuel

Equipment rental costs

On-site refining costs

Misc. hardware, hoses, etc.

Administrative (reports, scheduling, etc.)

MONTHLY INCOME (1,920 oczs.)
MONTHLY EXPENSE (36.8 ozs.)
MONTHLY NET PROFIT (1,883.2 ozs.)

* Royality to Bradshaw Mining for crushing
of materials before processing.

$ 22,100
$ 672,000

pre—

$ 4,333
1,600
15187
1,400

450

1,800

900

600

300

325

$ 12,895

|

$ 672,000
12,895

8 659,105

|-
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SE OF PROCEEDS

PLANT NO. 1 - ROCK CREEK

Purchase of Mobile Recovery Plant

START~-UP EXPENSES:

_ Plant transfer costs to mine site
Site preparation

County and State permits

One (1) fresh water storage tank
4" booster pump
Electrical/Lighting system
Security fencing

Three (3) mobile homes (Personnel)
Three (3) septic tank systems
Equipment storage shed

Two (2) used pick-up trucks

680 Case front-end loader

Conveyor belt system

OSHA safety equipment

Atomic absorption machine
Refining furnace

Operating Expense reserves (Two menths)

Consulting fees (Legal, accounting, geological,
technical, etc.)

TOTAL

(V43
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. iNCOME/EXPENSE'PROJﬁCTION = MONTHLY

PLANT NO. 1 - ROCK CREEK

INCOME:

Processing 100 tons concentrates per day (20 hrs.)
Gross production of 80 ozs. less 16 ozs. (20%)* = 64 0Qzs.
64 ozs. per day & $350.00 per ocz.

Thirty (30) days production of 1,920 ozs. @ $350.00 per oz.

EXPENSE:

Gfoss payroll - two technicisn @ 3500 per week
Gross pavroll - two guards @ $5.00 per hour
Payroll taxes - Federal/State

Insurance

Utilities

Diesel fuel

Equipment rental costs

On-site refining costs

Misc. hardware, hoses, etc.

Administrative (reports, scheduling, etc.)

MONTHLY INCOME (1,920 czs.)
MONTHLY EXPENSE (36.8 ozs.)
MONTELY NET PROFIT (1,883.2 ozs.)

* Royality to Bradshaw Mining for crushing
of materials before processing.

W W
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$ 672,000
12,895

$ 659,105

(=]
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1NCOME, EXPENSE PRULELIIUN = ada-a.

PLANT NO. 1 - ROCK CREEK

EXPENSE:

Total estimated operating expensées
(57 cost increase allowed per annum)

INCOME:

Total estimated gross income
(based on $350.00 per oz.)

Gold production projected in ounces

NET INCOME

NET GOLD PRODUCTION IN CZS.

OPERATING PARTNER'S INTEREST 57% (*)

VENTURE PARTNER'S INTEREST 437

TOTAL THREE YEAR RETURN

Operating Partner

Venture Partner

(*) 5% due Battelle for license rights

All figures above computad on a base price of $350.00 per ounc

(after crushing royality) of .64 oz. per ton of concentrates per hour.

lst Year

154,750

vy

2nd Year

3rd Year

S 170,800

$ 7,392,000 $ 8,064,000 $ 8,064,000
(11 Mos.

21,120 23,040 23,040

$ 7,237,260 57,901,523 $ 7,893,400

20,6738 22,576 22 .50

$ 4,125,238 $ 4,503,868 S 4,499,238

11,786 12,868 12,.85%

$ 3,112,022 $ 3,397,635 $ 3,394,162

8,391 9,708 9,697

37,509 ozs.

$13,128,344

§ 9,903,839

28,296 ozs.

e and net production

17
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INGOME/EXPENSE PROJECTION - MONTHLY

PLANT NO. 2 - SYCAMORE

INCOME :

Processing 100 tons concentrates per day (20 hrs.)
Gross production of 80 ozs. less 16 ozs. (20%)* = 64 Ozs.
64 ozs. per day @ $350.00 per oz.

Thirty (30) days production of 1,920 ozs. @ $350.00 per oz.

EXPENSE:

Gfoss payroll - two technician @ $500 per week
Gross payroll - two guards @ $5.00 per hour
Payroll taxes - Federal/State

Insurance

Utilities

Diesel fuel

Equipment rental costs

On-site refining costs

Misc. hardware, hoses, etc.

Administrative (reports, scheduling, etc.)

MONTHLY INCOME (1,920 ozs.)
MONTELY EXPENSE (36.8 ozs.)

MONTHLY NET PROFIT (1,883.2 ozs.)

* Royality to Bradshaw Mining for crushing
of materials before processing.

$ 4,333
1,600
1,187
1,400

450
1,800
900
600
300

25

s__12,895

$ 672,000

12,895

5_659,105



USE OF PROCEEDS

PLANT NO.2 - SYCAMORE

Purchase of Mobile Recoverv ?lant 2 13,

START-UT EXPENSES:

Plant transfer costs to mine site S 5,000
Site preparation 2,000
County and State permits 1,500
One (1) fresh water storage tank 2,000
4" booster pump 1,000
Electrical/Lighting system 10,000
Security fencing 6,500
Three (3) mobile homes (Personnel) 30,000
Three (3) septic tank systems 1,800
Equipment storage shed 10,000
Two (2) used pick-up trucks 17,000
680 Case front-end loader 35,000
Conveyor belt system 8,000
OSHA safety equipment 3,000
Atomic absorption machine 12,000
Refining furnace 3,500
Operating Expense reserves (Two montis) 26,000

Consulting fees (Legal, accounting seological,

technical, etc.) 85,000
S 252,300
TOTAL S 998,295

NOTE: It may be possible for some auxiliary equipment and/or manpower to be

shared by Plants No. 1 and YNo. 2, thus reducing costs for both operations.



INCOME, EXPENSE PRUGELLI_UN = aAdioas

PLANT NO. 1 - ROCK CREEK

EXPENSE:

Total estimated operating expenses
(5% cost increase alilowed per annum)

INCOME:

Total estimated gross income
(based on $350.00 per oz.)

Gold production projected in ounces

NET INCOME

NET GOLD PRODUCTION IN CZS.

OPERATING PARTNER'S INTEREST 57% (*)

TOTAL THREE YEAR RETURN

Operating Partner

Venture Partner

(*) 5% due Battelle for license rights
All figures above computad on a base price of $350.00 per oun

(after crushing royality) of .64 oz. per ton of concentrates per hour.

1st Year

vy

154,740

& 7,392,000

2nd Year

S 162,477

$ 8,064,000

3rd Year

S 170,600

$ 8,064,000

(11 Mos.
21,120 23,040 23,040
$ 7,237,260 5 7,901,523 S 7,893,400
22,576 22,552

20,673

$ 4,125,238

11,786
$ 3,112,022
8,891

$13,128,34%

§ 9,903,829

$ 4,503,868

12,868

§ 3,397,635

9,708

$ 4,499,238

12,85"

§ 3,394,164

8:,69.7

ce and net production

17



" PLANT NO. 2 —' SYCAMORE

This site also consists of 160 acres contiguous to the Rock Creek Plant No. 1.
It has also been worked since 1980 along with Rock Creek.

Davage management feels that a separate plant on this site is justified and
will prove more practical than sharing plant time with the Rock Creek operation.

However, whenever costs can be reduced by sharing auxiliary equipment and/or man-

power, such action will be initiated with savings credited equally to each operation.

As in the Plant No. 1l project, all rock mined will be crushed by Bradshaw
Mining Corporation and the concentrates delivered to Plant No. 2 for processing.
All assay reports also pertain to this site as in Plant No. 1, since the total

area consists of 320 acres and four (4) separate claims.

N



{NCOME/EXPENSE PROJECTION - ANNLAL ™

" PLANT NO. 2 - SYCAMORE

EXPENSE!
Total estimated operating expenses

(5% cost jncrease allowed per annum)
INCOME:

Total estimated gross income

lst Year

AVel

2nd Year 3rd Year

154,740 (AP 5 170,600

"(based cn $350.00 per 0z.)

Gold production projected in ounces

NET INCOME

NET GOLD PRODUCTION IN 0ZS.

OPERATING PARTNER'S INTEREST 57% (%)

VENTURE PARTNER'S INTEREST 43%

$ 7,392,000

21,120

$ 7,237,260

$ 8,064,000

23,040

5 7,901,523

$ 8,064,000

23,040

$ 7,893,400

20,678

$ 4,125,238

11,786

s 3,112,022

8,891

22,576

$ 4,503,868

12,868

8 3,597,633

9,708

N
o
w
w
~o

-

Operating Partner

Venture Partner

(*) 5% due Battelle for license rights

All figures above computed on 4 base price of

$13,128,34%

——

$ 9,903,839

7,399 ozs.

(09)

28,296 ozs.
__————____—‘__——:_———.

$350.00 per ounce and net production

(after crushing royaiity) of .64 cz. per ton of concentrates per hour.
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Memo to:

Sub ject :

J and ] Research and Development Inc.
Gold, Stlver and Planrum Ores
2027 South McQueen Rosd » Mesa, Anzone 85202

Phooc. (602) B92-4561
July 12, 1982

Jim Brochert
Bumble Bee land & Minerals Co.
Testing progress in addition to that of mexo datsd May 28, 1682

Assays completad:

1.

90 gram saxples
Procedure: Concentrated ratio 22.5 to -1

Assay of concentrmtes: Au 4.5 Oz. per tom Y

Ag 13.5
Assay of Raw Feed: Au 0.2 Oz, per ton
Ag 1.0

Iron Concentrzates:

Procedure: Separzted magnetics and non-magnetics

Assay of magnetics: Au .08 Ce, per ton
kg 0.5

Ass2y of non—sagnetics: Au 0.05 0z, per toa
rg  0.35

Send:

Procedure: 100 grams sand noa-magnetics grind to 80 mesh,
sssayed rud zfier clzssifying and deczoting:
' in  2.42 Oz, per tom
iz 7.0
Concentrates from "Del Bemtz™ xill:

Procedure: Concentrates from 2400 1b. ™ o sand ik

Au 2.5 Ce. per teoa

Ag 7.5
Concemtretes from 600 1b. rm in "Del Bemtz” pill.

Procedure: 476 graes cyanided (standxrd TroceduTe )
Pregonant solution pamped through resin, mede dors’ ber and
electrowcn sames -
Assay heeds: Au 12 O=. per tom

| kg 3 0=, per tom



Nemo to:

=t imw tn - vt N B ke g Swwey e eAw - S Y

] and ] Rescarch and Development Inc.
Gold, Silver and Plaanum Ores
2027 South McQueen Rosd « Mess, Arizons 85202
Phone: (602) 8924561

Jin Brochert

Testing Progress
July 12, 1982

Page 2.

Se

Concentrates from 600 1b. (Comt‘d)

" ICX Buttoas An 1.086 Oz. per ton
rg 3.0
Tails: Au 4,2 oz. per tan
Ag  10.0
Sand ¢
Procedurs: Ground 10 lbe. of sand in bell mill wet; added
mercury, ground to 80 mesh.
Assay of Eg. Au .05 0z. per ton
AZ ).p01
Conclusicn: ¥ill not zmalzzmate.
Iroa Oxide:
Procedure: Leach non-magnetics in dilute hydrochloric solutien
to free iroz oxide.
Decant iraon oxids.
ARs2Y : in  731.69 Oz, per ton
Ag  60.5
Msgnetics cyanide leach:
Procedmret Pregnant solutiom stripped with resin.
ASszy's An 0.65 Cc. per teca
Ag 2.30
Sand ¢

Procedure: 320 grams totzl, 80 gms. middlings and 240 gns.
tzi1s; cyanided 75 grams from heads.

Asszy riddlinge: Au 2.0 Oz, per tam
g 5.5

Tailss Au 0.8 (=. per taon
kg Tr=ce

Cyanide leach: Au 0.75 Oz. per tom
- Ag  1.50

[§S]
>



J and J Research and Development Inc.
Gold, Sitver and Plagmum Ores
2077 South McQueen Roed « Mesa, Arizona 85202
Phooc: (602) 8924561

Memo tci Jim Brochert
Testing Progress

J

2, 1932

Page 3.

10. 20 1b. sand ground 100 wesh
Procedars: Standard cyanide in mixer.
Recovery froa golution in resin extracting:
Au 0.02 Og. pexr ton
AE 1.0
11. 454 grams sand:
Use chlcrine leachs
ASsaY s AU, trace
12. L4s4 grzws concextraies srom "Bentz” xill "off table™ sa=ple.
Procedures Free iron oxide with dilute hydrochlaric soluticn

and decant: Got a 75 -1 rstio of dxry FeO

ASB2Y 3 Au  30.0 0z. peT tom
Ag 10.0
wj.ded nagnatics Au 1.20 Oz. psr tcm
Ag 3.5
13. Sands;s

ProcsctTet Sersensd and washed slize £~ =-2C mesh gands;
ground to &0 mesh coocemtzzted §.36 -1 on 08 =axple.

mrasxted cons with dilute hydrochleric acid then decanted izon oide.

AESRY sn 31.0 C=. per ton
A 60.0
gereen 2p=lyeis of the s—=ished raw sznds:

Xaxh (T"lﬁ:). Percartage é_s__s_;a_v__‘_‘xl
-20 Plus &0 17% 0.20
~50 Plus 100 Lo 0.01
<100 Plus 200 20% Toace
-200 Plus X5 1l Trece
=325 _ 1= Trace

The &blve AU ASE5iyS WeIe fvom the rock in 1ts patursl state. Test 7
ent 17 offered a good vreskihrouch and has developed & consistemt
petters in 2ll tests so far. T¢ bas the possibility of an eccnomical
T=ocass. All asssys show the presence f phti;m group minersls but
guentitiee not zscertrined. '
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'Jand J Research and Development Inc.
Gold, Silver and Platinum Ores
2027 South McQueen Road ¢ Mesa, Anzona 85202
Phone. (602) 8924561
Mezo to: Jim Brochert
Testing Progress

July 12, 1982
Page 4.

The following are sampies taken from gill4ing operatiocn in Globe,

Aricona on July 9, 1582:
1. Concentrats top line:

ABBRY sAn  7.287 0c. per tom
Aig 22.40
2. Concentrate bottom line:
A=say Au 0.03 O=. per ton
Ag 0.07
3. Sand and overzize return:
ins2y du 0.62 Oz. per ton
rg 1.90
L, 1st Slime:
Assay iu 0.08 Oz. per tom
Lg 0.21
5. 2nd Slime:
Assay Au Trace
Lg Trace
/\I

Jerzy £. Henderson, Researth Cherist
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AQUATEC INC.

EEN MOUNTAIN DRIVE SOUTH BURLINGTON. VERMONT 05401, TELEPHONE (802) 658-1074

Octcber 12, 1982

Mr. Rodney Reynolds
Reynolds & Sheppard

“Milton, Vermont 05468

Dear Mr. Reynolds:

AB200~-ETR No. 922, 915

The following are the results of the analysis of soil samples,
as identified, for gold and platinum content.

Lab Sample Gold Platinum
Number I.D. troy oz./short ton toov oz./short ton
21289 No. l-bedrock £0.1
212380 No. 2-bedrock 0.4 _ <0.1
23291 No. 3=bedrock €0.1
21292 No. 3-1 £+. £from becdrock 0.1
212893 No. 6-becrock <0.1
21294 No. 7-becdrock <0.1
21334  Concentrate sample 0.1 <0.1

-

if yvou should have any cuestions concerning these resulits,
please contact me.

Sincerely,

el Covroe

Joseph K. Comeau, Ph.D.
Laboratory Director

JKC/mr

Hydrographic Studies and Analyses Water Quality Studies Anglytical Laboratories ey

Ecological Studies Aausgtic Nuisance Control Incustrial Weste Surveys
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" PO Box 50106 « 1700 West Grant Road

W—‘ Tucson. Arizona 85703
SR (602) 622-4836

REPORT OF ANALYSIS

- JOB NO. TDV 002
JANUARY 27, 1981

Mr. Raymond F. Bert
c/o0 Peg Brown Realrty
2301 N. Country Club
Tucsen, AZ BS716

Analysis of 2 Sand Samples

_————-—_——.-—_———_————.———————_——-——-———_.—_—--——————_—_—_—_—_—_-——————..—__

FIRE ASSAY
Au Ag
ITEM SAMPLE NO. 0z/1t oz/1
1 2302-2 400 (.01
2 2302 3B .010 (.01
23
Charles £. Thompson Willlem L Lehmbeck James A. Martin
‘rronr Beciziered Asscver Noo &27 Artzonz Raqistered Assaver NC. 5425 Arzone Registsrec Asszyer No 11122



O\ el Y My Y .
P.O. Box 50106 « 1700 West Grant Road i
Tucson, Arizona 85703

(602) 622-4836

REPORT OF ANALYSIS

JOB NO, TDV 003EB
MARCH 27, 1981

Mr., Raymond F. Bert
c/o0 Peg Brown Realty
2301 N. Country Club
Tucson, AZ 85716

Analysis of 3 Beads

Pt Pd
ITEM SAMPLE NO. ppmM pp™
1 2302-4A ¢.01 (.01
2 2302—-4B (.01 ¢ w01
3 2302--4C (.01 (.01

Willlem L Lehmbeck Jemes £ kesiin

Lrront Tenictered Argrves No 8400 Levony Fepgieied &pnevec Koo T YT

Cherles E. Thompson
nrone Reciptered hssrver Ko #.27
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METAL RECOVERY SYSTEMS, INC.
N 426 SOUTH ROBSON

2 MESA. ARIZONA 85202
' (602) 835-7592

ASSAY REPORT

CUSTOMER: L n RoirelT s, AR g
ORE I.D.: Bidew SioapS FIRE ONLY PRE-TREAT
' DATA AND RESHITS
MRS SAMPLE TOTAL SILVTR

NQ, 1.0 SI17E MTQTT NOBLE MCTALS GOLD AND/OR OTHERS

1 S5 oAk s fikn — A Y g2 pe [T —

4

3

COMMENTS -

ALL ASSAY REPORTS ARE BASED ON THE SAMPLES AS SENTED ONLY, AND ARE COMPUTED
ON THE BASIS OF A 2000 POUND TON. —
' METAL RECOVERY SYSTEMS, INC.: £ g e & g PRESIDENT

- . atv— T e ... f—

ECOVERY SYSTEMS, INC.
426 SOUTH ROBSON
MESA. ARIZONA 85202
(602) 835-7582

ASSAY REPORT . -

ji

CUSTOMER: Ji,n [SecrszoT nime. /2 —~/6 ~5(
ORZ 1.0 JAILS rire oy X I
DATA AND PESNITS
MRS SAMPLE TOTAL S TT AR

NQ. 1.0, S12E MESH HOSLE METRLS GOLD AND/OR OTEERS
1 55 JS‘A;&- b P —_— s 0/@,17?5/7-

2

3

“OMMENTC . . ///’" ;ji\\

1LL ASSAY REPORTS ARE BASED ON THE SA}T_S‘ES AS PRESENTED ONLY, AND ARE COMPUTED 3

MW THFT ORACTS AOF A 200NN PANTKN TON 2 V2



LBUCKEMIST, INC. ;::’:

PR A
Albuquerque, New Mexico
Phone: 2687367

. A*E_BUC}"IEM'IS-T me.. o . . ' December 23, 1981 o
,fkgluwmwnc BLVD. SF . . e . .- DATE S
R QUERQUE. {LM’.‘87123» ) LAB. NO. 110581-3 ey

= t S B

FO_R;.:-V "‘Rga-\/mond Bert

BBLM Co Inc.

2301 No. Country Club Rd

" "Tacson, Arizona 85716

) ‘ « s _-CT,:.-\P;‘.‘ - -
- " ::: w2 ';..'; :'..- - B 3 t i
o "" R I .
DATE DELIVERED: November 5, 1981
RESULYS:
- - E

;. ’ .’\-;},‘.\.,‘.; . . Gold = 0. LeL ¢ roy OZ/ ton ) o
¥ _,s? L RY  T : . g e
el v T e Silver = 2.01 troy oz/ton } ’

)




CUNTON REFINKAW COMPLETE ANALYSIS & FLOWSLERNT DRMIGN
Bahamian Refining Corpor ion

past N. 147 ~¢E. PHOKNIX. ARLIL saodl

TALE;IONE aas FVO-Ye9 :

BARL : James Brockert DATL: April 29, 1982

ADORESS: 501 Courtney Lane, Clobe, AZ 83301

by hydrecheeical and ferssatallurgical setheds, the sctual valees reseversd frea your sassle ors as

fellows:

Saaple Av 02/1  Aw Yelve Ag 0z/1  Ag Valwe Pt brove Tetal Yalwe
e $350 @ $7.23 Indleation Per Ton®

BRALM Heads .02 £7.0C .08 l J6e e $7.36

.......C.O........O.

Based on your sample, the theoretical gald recevery for
varisus metheds cemsenly used is »s fellews:

Cysnide Meap Leach _=O— X of fire recovery.
Fletation 50 X of fire recevery.

Specific Gravity 60 X of fire recevery.

The average theerstical recevery LOLS of geld valwes
weing the shbeve sethods is L xts P X.

.0...........».......

Using the SYBERGISTIC RECOVERY SYSTER, the total values recoversd free your ssaple are e fellews:

Sasple hu 02/T Au Yalue Ag 0z/T Ag Yalwe Pt Grewy Tetal Yalue
e $350 @$7.25 ledicatioen Per Ten®*
BELM Heads /r .86 \5301.00 3.48 $25.23 -+ $326.23

The STRERGISTIC RECOVERY of M X of fire recovery oa your sample.

This represeats ADOTTIONAL GOLD VALUES of § 274-00 /Tow wsing the SYESRCIBTIC RECEVERY SYITER.

The STEERGISTIC RECOVERY SYSTER test we have dene for yeu, while it is a three cay lab test, is the
sase precedure at that wsed in the continveus flow preduction plaat, sxcopt for the fellewing:

1. Physical size of the vats. .

2. The lab is a batch precedure; tie:plant igs continwews flew.

1. & standard chemical fermula is used in the lsh, whereas the cheaical
forsulation used in a plant is fine-tumed to the eore being precessed.

4. Gold recevery iz generally higher in a plant thaa in the lab. Sufficient
data is met available te detersine differences (1f say) in the recevery
of silver or platines group metals.

esgot including Pt group value, if any.

e e et b o ety My e e s e M_.A;kw._a__.db.___;___-l-..._e‘_.&-‘-.__._a_d_—



METAL RECOVERY SYSTEMS, INC.
426 SOUTH ROBSON

b MESA. ARIZONA 85202

(602) 835-7592

January 8, 1982

Mr. Jim Brockert,
Bumble Bee Mine,
Bumble Bee, AZ

Dear Jim:

Gere are the results we obtained from the eleven hour production
run ¢given to us.

Total sample is estimated at 1000 pounds.

20% macnetics -(est) assayed at 1.6 oz/tcn = 0.10 oz Au
80% non-magnetics (est) assayed at avg. 2.0 oz/ton = 1l.60n " "
Metallic cold collected was 2.73139 grams = 0.09 " "

1.85% " "

1.85 oz Au/ll hour run = 4.04 o02z/24 hour @ 85% recovery = 3.4 oz Au.
We hope that this will help you to see the viability and econcmic
feasibility of operation, and look forward to working with vou

on further develorpment in the near future.

Very truly yours,
METAL RECOVERY SYSTEMS, INC.

Nt

Tcny Fazzini, President

2
w2
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=7s T METAL RECOVERY SYSTEMS, INC.
e \“> ~ 426 SOUTH ROBSCN
9 /' - MESA, ARIZONA 85202
\‘\KL._ﬂjég;flr//// (602) 835-7592
SLE
STLvs Y

February 12, 1982

Mr. Jim Brockert
3umble Bee Mine
Bumble Bee, AZ

Dear Jim:
Here is the interpretaticon of our prevxous report on the

eleven hour production run from the mine that you reguested
rom us.

The final analysis was that the total yield of this run =eewous) 3¢
1.85 ounces troy of gold.

Your records show that 100 cubic vards of head ore was processed
to procduce this run. Using the present average of gold at
$380.00 per ounce we can compute as follows:

1.85 oz. x $380.00 = $703.00 total value

$703.00 = 100 cu. vds. = $7.02 per yard value.

We hope that this will clarify the issue at hand. I£ there are
any qguestions, we are at your service.

Very truly vours,
METAL RECOVERY SYSTEMS, INC.

(e 5

Tony zazhlnl, President



MINING CO‘APANY

\I P O. BOX 533
l = L TRONA, CAL!IFORNIA 93562
Date (JAX 2771 2% 2 Teiephone (7141 372:5850

Name BumBlLE Beaz L anvb ad MivAC

Tests and fire assays in this program have indicated that this ore carries the
following amounts of preclous metals:

/S'"/o oz Au/ton 43 2 [ oz Ag/ton ———— o0z Platinum metals/ton

We have determlned that CLS -1 or -13 non~cyanlide leaching can recover
approximately:

QZ % Au "¢ %Ag. —— % Pt metals

Precious metal recovery from your Ore as given above depends upon the fol-
lowing conditions:

1. Pre-treatments as follows : 57 %@7}0/\/ QF }4 cl Es1l
TS ey RS THSA WAAR M

2. Pulverize to mesh number S @) )

3. Use r -13 at a strength of =2 cz per gallon of water. This
woulc e approximately ae sounds of CLS per ton of ore. The solu-
tion may be re-usec.

4. Leach at a temperature of 150° F« or

. Heat and acltate for a pericd of _ / g— hrs.

6. Add Z ~gallons of HCf acid or —— pounds of acid

powder per ton of cre.

The above conditions are the baslc parameters for CLS leaching. These parameters
are separate from other portions of the flow chart and may requlre some alteration
under various conditions. It will usually be found that an ore should be concen-
trated before leaching. Concentrating will usually change the above parameters.

S ST SAT P B

Cor RN TUTSD BSHd e @ % ‘/% M

LSACHNS F=IL sCovorr! CS

BORATORY’:—&HRVBOR
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NORTH COUNTY TESTING AND TECHNOLOGY, INC.

P.O. Box 2016 e  Del Mar, California 92014 » (619) 481 1=

August 29, 1983

Requestor: Stan Oleksi
Sxﬁple(s): 1l sample approximately 30 grams

Elements
TO Analyze: Gold (Au)

Analyst: Chris Mac Issac, Research Associate, B.§S. Geochemistry

Instrumentation: . Perkin Elmer 403 atomic absorption

spectrometer. Located and used at Scripps Institution of
N, Oceznography Analytical Facility.

Procedure: Sample analyzed after total dissolution with

hydrofluoric &nd nitric acids in teflon pressure bombs. Initial
sample split into five samples of .3 grzms each.

RBesulte: See zttached page.

Discussion: Using the method of &dditioms, samples were
dissolved and thea spiked with known amounts of gold standard.
The working curve of concentration vs. absorbance units was then
generated to correct for metrix effects, and to calibrate the
instrurment.

In future sazzmplings it is imperative that a rigorous
etatisticzal method is used for selection of ore to be analyzed.
At the concentration levels and the small size of sample, large
errors can be introduced by particulate gold. (We can advise on
the proper procedure)

. Ron La Borde
President KCTT

'

(3]
N



¥ NORTH COUNTY TESTING AND TECHNOLOGY, m;

P.O. Box 2018 e Del Mar, California 82014 e (619) 481-2116

B F xi o ol
“_?‘!'.'n‘":‘:fd- l"v' e S

Rasults; # 1 46.04 pp- £ 2.3 -‘i‘
# 2 47.10 ppe & 2.3 G
¢ 3 51.60 ppm £ 2.6
¢ 4 34.50 ppm + 1.8 | J _ ;“‘é-

$#5 51.70 ppm % 2.6



FrREDERIC B. “FrRITZ"” LOOMIS
CONSULTING GEOLOGIST
2738 SOUTH V1A DEL BAC
GREEN VALLEY. ARIZONA 85614

602-64% 12980

-y

HE BLACK CARNY MINING DISTRICT

ON
YAVAPAL COUNTY. ARIZON

The Rock Creek and Sycamcre placers are located in the Black Can-
yon Mining District, one of the prolific metal mining districts
situated in and along the eastern flank of the Zradshaw Mountaios
of central Arizona (Figure 1) The regiocn is characterized by
north-northwest-trending mountains and valleys. The largest of
these ranges, the Bradshaw, is approximately 45 miles iong by 20
miles wide, and éttains a maximum altitude cf 7.971 feet. The
eastern part of the region is drained chiefly by the Verde and
Agua Fria rivers, of wnich +he lower reaches are 1,600 to 2,200
feet above sea level. n general, the higher ridges and valieys
are well wooded and watered, while the slcpes below 5,000 feet in
altitude tend to be brusav, and the country below 3.5C0 feet

favors semiarid tvpes of vegetatiojn.

flank of the Bradsh Mountains, is a principal tributary of the
Agua Fria River. Tnhe Agua Fria 1n Turn decomes Lake Pleasant

wnere it is dammed north of Phoenix befors emptving into the Cila
River. 3lack Canyon (reex is a perennial stream fed by abundant

rainfali in the mountains. it will »oro
water fer vear-around placer cperations, excevt possibly in a
season of 1

e
two miies east of the placer area, show an average annual rai
=

s infall
of 16 inches, while at Crown Kirg, high in the Bradshaws, annuai
rainfall has averaged 28 inches. Land in the Black Canvon Mining

District is held by the U. 8. SDursau of Land Management intersper-
sed by some State of Arizona parcels and scattered patented tracts.
BLM and State lands are subiect to mineral entry, but most of the

availliaple lands in the district are currently ciaimed.
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Although the presence of minerals in the Bradshaw Mountains was
known by early trappers and trail-makers, it was not until the Civil Wwar,
when troops from California, many of whom were gold miners, came in,
that parties were organized to prospect the area. Large scale
mining, accompanied by the construction of concentrators and smelt-
ers, reached its height between 1888 and 1913. Interest in placer
mining was stimulated after 1929 by the financial depression, reach-
ing its height in 1941. Since then, interest has receded, although
it has never completely died out. Accurate figures for the amount
of gold actually produced historically are hard to assemble because
substantial amounts of gold have been produced as by-products of
copper, silver, lead. and zinc mines in the region. For example,
the copper ores at Jerome yielded from 0.025 to more than 0.225
ounces of gold per ton. It has been estimated that $50, 000,000
worth of gold has been produced in Yavapai County, of which
$4,000,000 was derived from placers.

The Rock Creek and Sycamore placers acquired by DAVAGE TECHNOLOGY,
INC. cover a total of 320 acres, and are located in Sections 8, 9,
and- 17, Township 9 North. Range 2 East, along both sides of Black
Canyon Creek (Figure 2). This meandering stream is contained within
a steep-walled canyon whose sides rise precipitously some 800 to
1,000 feet above a generally flat stream bed. The immediate stream
banks consist of gravel benches and bars formed of coarse to fine
gravels with patches of sand and silt and mud. These deposits
range from zero to as much as 12 feet or more in thickness and may
cover as much as 10 acres where the stream meanders from side to
side within the canyon. To some extent, the canyon may be thought.
of as a giant sluice box with the gold-bearing gravels deposited

in riffles and angles of the box.

During recent years, a number of attempts have been made to recover
the gold in these placers. Test pits and trenchs have been exca-

vated and numerous assays of the gravels, sands, and muds have been

made. In general, these tests have shown that gold is present
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The Bradshaw range is a block-faulted uplift bounded on the east
and west by down-faulted valley blocks. In general, the mountains
are made up of metamorphic and igneous rocks. The oldest geologic
formation, the Yavapai schist, consists of metamorphosed Precam-
brian sedimenﬁary and igneous rocks which have been crumpled into
northeast-trendiﬂg belts, .cut by various intrusives, and subjected
to complex faulting. The principal intrusives consist of dikes
and stocks of diorite, batholithic masses of granite with pegma-
tites, stocks of granodiorite and monzonite porphyry,'and dikes of
rhyolite porphyry. The diorite and granite are of Precambrian
age; thc granodibrite and monzonite porphyry are regarded as Meso-
zoic or carly Tertiary in age. Tertiary and Quaternary volcanic
and sedimentary formations in places mantle large areas of the
older rocks.

The principal types of lode 'gold deposits in the region consist of:
1) Mesozoic or early Tertiary gold and gold-silver veins, 2) Pre-

cambrian gold-quartz veins, and 3° Precambrian gold-quartz-tourma-
line replacement deposits. Of the three types of deposits, the
Mesozoic« or early Tertiary veins have yielded by far most of the

gold produced.

In the Clack Canyon Mining District, a north-trending belt of
sedimentary Yavapail schist, about two miles wide, is intruded on
the east and west by a north-trending strip of diorite. These
formatioc:s floor a former valley ard hilly pediment that is covered
on the east by volcanic rocks and has been deeply dissected by the

Black Caryon drainage system.

Placer gold is found throughout Black Canyon and in the streams
tributary to Black Canyon Creek. The gold is derived from gold-
bearing veins of the three types described above. The placer
gravels in Black Canyon contain abundant large boulders; the gold
particle:: are generally flat and fairly coarse. Black sand occurs

abundant.iy in the gravels and adheres to the smaller gold particles.
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throughout the deposits in amounts ranging from C.0l1 to as much as
1.0 ounces of gold per ton of placer material. Silver and platinum
are also present 1n amounts that could prove Interesting. Some  of
the coarser gold has been recovered by sluicing, and attempts tO
recover the finer, more disseminated gold have been made by amal-
gamating it with mercury and by heap leaching concentrates using
sodium cyanide. These processes failed to recover a sufficient
percentage of gold to be profitable, and the attempts were aban-
doned. The probable reasons for the failure of these methods in-
clude: 1) much of the gold occurs in flat, leaf-1ike particles,
being derived from the micaceous schist host rock, and the parti-
cals tend to float away when washed: 2) the bulk of the gold exists
in fine particles that escape during the concentrating process; and
3) much of the fine gold is intimately associated with black sand,
particles of which adhere to the gold particles defeating the ex-
traction mechanism. 1t 1is anticipated the DAVAGE-BATTELLE machine

is ideally designed to handle all of these problems.

e "

4 {cﬂm
Prederic B. Loomis

23 October 1986



MINING LEASE AND AGREEMENT
THIS AGREEMENT is made, entered 1into and effective as
of the 17sh &day zi Zcicber, 1886 Ly and between BRASSHAW
MINING CORPORATION, an Ar.zona Corperaz:icn, scle propietcr,
hereinafter referred to as "Lessor" and DAVAGE TECHONOLOGY
Inc., a Utah Corpcrazion, hereinafter referred to as "Les-
cee";

WHEREAS, the Lessor warrants that 1t holds a Lease to
certain unpatentedé placer claims situated 1in Black Cayon
Mining District in Yavapai County, Arizona, all as more
particularly described in Exhibit "A" attached hereto and
made a part hereof, which claim together with all rights
-of Lessor in and to all appurtenances, easements, rights
of way and water richts now or hereafter leased or held by
Lessor in, wupon and under the seid claims or 1in any
appertaining <thereto, and hereinafter referred to as the
"SUBJECT PREMISES": AND

WHEREAS, Lecssor desires to grant to Lessee and Lessee
desires to obtain from Lessor a minging lease of the
SUBJECT PREMISES, all on the terms and conditions as herein-
after set forth;

1 TERM.

The term of this Agreement shall be for a period
COMMENCING ON TEE 17th day of October, 1986, and terminat-
ing at 12:01 a.m. on October 17th, 1996, with an option to
renew said iease for an additional ten (10) years, so long
zs +he SUBJECT PROPERTY is in commercial procduction, sub-
ject to Force Majeure clause as herein defined, or at such

time &as Lessee shall terminate said lease. The term Commer-
cial Procuction is defined as continuous cperaticons Dbased
on a 20 day operation per month. The z2rm and operaticn oI
this Agreement mav be sooner termineted DV Lessor or Lessee
in the manner hereinafter grovilecd.
2 WARRANTIZS ALND REPREISENTATIONS.

A. Lessor represents anc warrants zthat: (i} Lessor
hoids a Lease to the entire undivided interest in ané =
the SUBJECT LEASE. (ii) Lessor has nct previously transierr-
ed cr encumbered ki inzTeresT An_ &€ T2 The BUBIZET ZRE-
MISEE (i3] Lessor hes ¢he full zighs, gower and capecity
0 enter i1nto <tThis A emen o anc conditions
contained bo! EiE T EMIBES Ls
subject loce claims
wlith righ & unpazent~
ed mining iate record
made the the Unized
States a work Zfor
the vear eilective
date of compliance
with aor of adverse
mineral affecting such
claims.



B. Lessee represents and warrants that: (1) DAVAGE
TECHNOLOGY INC.is a corporation established and organized

under the laws of the State of Utah; (::) DAVAGE TECHNCLOGY
INC. 1s 1n good standing w:ith <he Utah Corporation Commiss-
ion; and (1i11) The undersigned corporate signators are

fully authorized by the shareholders and Board of Directors
of DAVAZE TECHNOLOGY INC. to enter 1into and execute thas
Mining Lease; (1iv) DAVAGE TECHNOLOGY INC. does not claim
any right under any prior Lease or Purchase Agreement of
the premises demised herein.

3. GRANT.

. Lessor hereby grants, leases, and demises the SUBJECT
PREMISES, including all ores, minerals and mineral rights
in placer formation in, upon and under the SUBJECT PREMIS-
ES, exclusively to Lessee, 1its successors, assigns with
the right and privilege to explore for, develop, mine,
extract, mill, store, process, remove and market therefrom
all metals, ores, minerals, or materials of by products
thereof whatsoever nature or sort, as allowed by the laws
and regulations governing a placer claim operation (herein-
after "LEASED SUBSTANCES") and to place thereon, construct,
maintain, use and at its election, remove such structures,
facilities, equipment, roadways, haulageways and such other
improvements as Lessee may deem necessary, useful or conven-
ient in conducting 1its operations thereon; to wuse and
consume so much of the surface as may be necessary, useful
or convenient for the full enjoyment of all of the rights
herein granted.

4. LESSOR PERFORMANCE.

A. BRADSHAW MINING CORPORATION will process Placer
material to provide a minimum of 100 tons cf 20 mesh minus
material per day to DAVAGE TECHNOLOGY INC. BRADSEAW MINING
CORPORATION will keep all material processed over 20 mesh.
In the event BRADSHAW MINING CORPORATION cannot supply suf-
ficient 2C mesh minus material DAVAGE TECHNOLOGY INC. meay
elect to process any other Placer material, as outlined in
paragraph 3 =above, in order .to continue operations until
such time as sufficient 20 mesh minus material is avail-
able.BRASHAW MINING CORPORATION will be totally responsikble
for its operation as far &s eguipment, 1lnsurance, labor, re-
placement of eguipment, material, etc. DAVAGE TECHNOLCGY
INC. will be totally responsible for 1its operation as far
as eguipment, insurance, labor, replacement of eguipment,
repalr parts, material, etc.

B. Production Royalty Payments - Commencing &t such
time, if any, &s LEASED SUBSTANCES are mined, semi-refined,
and/cr sold Zfrom the SUBJECT PREMISES, Lessee shall pay to
Lessor as Prcduction Rovalty Payments, twenty percent (20%)-
of the "Gross 3Smeltered Returns" derived from the sale by
Lessese of LEASED CSUBSTANCES from the SUBJECT PREMISES. The
term "Gross Smeltered Returns" as used herein shall mean the
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gross proceeds (values) smeltered or marketed from the
LEASED SUBSTANCES to include all metals, ores, minerals,
or materials of by roducts thereof whatsoever nature or
sort received by Lessee from the smeltered or sale of

LEASED SUBSTANCES. Lessor reserves the right to accept the
twenty percent (20%) in smeltered form or in United States
Dollars by written notice to Lessee. Production Royvalty
Payments are to be paid not less than on a monthly basis.

(1) Production taxes, severance taxes, and sales
privilege, and other taxes (other than income taxes, or
estate taxes) measured by production or the value of pro-
duction shall be at the expense of the Lessee.

(1i) Gross Smelter Returns shall be calculated
for each calendar month in which Gross Smelter Returns are
realized and such Production Royalty Payments as are due
Lessor hereunder shall be made within ten (10) working
days of reciept by Lessee of payment or settlement from
smeltered values or other sales agents. Such payments shall
be accompanied by a settlement sheet and a statement summar-
izing the computation of Gross Smelter Returns and the cred-
its to which Lessee and Lessor are entitled.

C. Method of Making Payment. All payments required
to be made by Lessee to Lessor and the statement summariz-
ing the computation of Gross Smeltered Returns and Lessee's
credit's shall be delivered to BRADSHAW MINING CORPORATION, -
5821 W. Thomas Road, Suite 10, Phoenix, Arizona 85033, and
a copy of the statement forwarded to the Treasurer, Brad-
shaw Mining Corporation, in care of (C/o) David J. Gordon-
Accountant, 211 E. Osborne Roag, Phoenix, AZ 85012. Upon
making payment in the manner described above, Lessee shall
be relieved of any responsibility for the further dis-
tribution thereof. The deposit of any payment hereunder,
on or before the due date <thereof, shall be deemed timely
payment” hereunder.

5 ADVERSE CLAIMS - DISPUTES.

In the case of any adverse claim dispute, or question
as to the ownership of the SUBJECT PREMISES or as to the
right to receive the Minimum Advance or Production Roval-
ties payable under this Agreement, Lessee shall nrnot be
deemed to be in default in payment thereof under <this
Agreement until final disposition of such claim, dispute,
Oor question, and Lessee may withhold payments due Lessor
hereunder with respect to the portion of the SUBJECT PREM-
ISES involved in such adverse claim or dispute. However,
Lessee shall nevertheless deliver, on the specified payment

dates, to Valley National Bank, the appropiate payments
with instructions to deposit said monies in a separate
lnterest-bearing account until Lessee is furnished with

the orginal or certified copy of instruments disposing of
such claim or dispute or until delivery to Lessee of proof
sufficient in the opinion of Lessee's counsel to settle
the same; in which event, Lessee shall make payment of the



amounts so desposited in accordance with the instruments
of proof so furnished, plus accrued interest.

In the event that such claim or dispute 1s not settl
by counsel within ten (10) days from Lessee's i1nstructio
to Valley National Bank to withhold payment(s) due Lessor,
then either party may submit such claim or dispute to arbi-
tration in Phoenix, Arizona, pursuant to Arizona Revised
Statutes, Secticn 12-1501 through Section 12-1%17, and the
Rules of the American Arbitration Association gcverning com-
mercial transactions then existing, to the extent that
such rules are not inconsistent with said Statutes and
this Agreement. Judgement wupon the award rendered under
arbitration may be entered in any court having jurisdict-
ion. The cost of the arbitration procedure shall be borne
by the losing party, or, if the decision 1s not clearly 1in
favor of one party, then egually between the parties, and
shall be made a part of any award or judgement rendered.

ed
nSs

B INSPECTION BY LESSOR.

Lessor may designate in writing representaatives or
agents who may, at Lessor's risk and expense, enter upon
+he SUBJECT PREMISES to inspect the same at the SUBJECT
PREMISES to inspect the same at such times and upcn such
notice to Lessee as shall not unreasonably c¢r un-
necessarily hinder or interrupt the operations of Lessee.
Such representatives or agents shall have the right to i~
spect the accounts and records used in calculating product-
ion Royalties paid to Lessor at reasonable times. Said
books and records shall be made available at the office of
Lessee or Lessee's counsel.

7. OBLIGATIONS OF AND INDEMNITY BY LESSEE.

4. Conduct Of Operations Protection From Liens. Lessee
agrees to comply with valiid and applicable local, state,
and federal laws and rules and reguleticns of the regula-
tory agencies thereof governing 1its operations hereunder.
Lessee shall pav expenses incurred by it in its operations
on the SUBJECT PREMISES and allow no liens arising from
any act of Optionee to remain upon the interest of Lessor
irn, and to +the SUBJECT PREMISES; provided, however, that 1if
ssee, in good faith, disputes the validity cr amount of
y claim, lien, or liability asserted against it with
espect to the SUBJECT PREMISES, it shall not be required
to pay or discharge the same until the amount and validity
+hereof have been finally determined. If lessor post the
notices of non-liability specified by A.R.S. Section
33-990, Lessee agrees to keep such notices posted during
the term of this Agreement.

B. Idemnification of Lessor - Lessee shall indemnify
and save Lessor tfree and harmless from all claims that may
arise out of its occupation of the SUBJECT PREMISES and
operations by it, its employees, licensees, or agents and
shall indemnify and defend Lessor against any suit, claim,

3
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judgement, or demand whatsoever arising out of negligence
on the part of Lessee in the exercise of any of its right
pursuant to this Agreement, provided that Lessor shall not
have been a contributing cause to the event glving rise +to
such suit, claim demand or judgement.

Ce Taxes - Lessee shall pay all taxes, assessments,
and charges Jlevied against the SUBJECT PREMISES, and Lessee
shall pay all property taxes levied or assessed upon
equipment it places upon the SUBJECT PREMISES, and upon
improvements it installs thereon until such time as this
Agreement expires or 1is terminated. Lessor shall pay any
taxes, assessments, and other governmental charges imposed
upon the payments to Lessor by Lessee. Lessee shall have
the right to contest in the courts or otherwise, the
validity or amount of any taxes or assessments, if it
deems the same unlawful, unjust, or excessive, and to take
such other steps or proceedings as it may deem necessary
to secure a cancellation, reduction, readjustment, or equal-
ization thereof before it shall be required to pay the
same, but in no event shall Lessee permit or allow title
to the SUBJECT PREMISES to be lost as the result of non-
payment of such taxes, assessments, or other such charges.

D. Insurance Lessee shall, at all times, maintain
liability and property insurance in the amounts hereinafter
specified. Lessee shall also comply with all provisions of
the workmen's compensation laws of the State of Arizona.
In connection herewith, Lessee shall carry at all times

~during the term of this Agreement workmen's compensation

insurance, provided, however, that Lessee may qualify as a
selfinsurer with respect to workmen's compensation insur-
ance 1in accordance with applicable laws and regulations,
and further, on the date of execution of this Agreement,
Lessee will procure and keep in force during the term
hereof & policy of public liability insurance in which
Lessee and Lessor are named as insureds, and the said
policy shall be for not less than $300,000.00 for injuries
sustained by one (1) person and $500,000.00 for injuries
sustained by more than one (1) person in one accident.
Lessee shall furnish BRADSHAW MINING CORPORATION a certifi-
cate showing that such liability insurance is in force zand
effect at all times during the term of this Lease. Said
certificate shall contain an endorsement prcviding that
Lessor shall be given twenty (20) days notice of cancellat-
ion of the policy for any reason. Lessee shall payvy the
premiums as they accrue, and if not so paid, the Lessor
may at his option pay such premiums. Such accrued premiums,
whether or not paid by Lessee, shall be deemed additional
rent and shall be due and payable on the next lease
payment day. Payment of such premiums by Lessor shall not
be deemed a waiver of the default in payment by Lessee and
Lessor, whether or not it shall have paid such premiums,
shall have recourse to all remedies hereinbefore and herein-
after provided in the event of default by Lessee in the
performance of the terms and conditions of this Lease.



E. Obligations Of Lessee Upon Expiration Or Termination

Upon expiration or termination of this Agreement upon
written reguest given by Lessor within thirty (3C) days of
such termination or expiration, Lessee shall furnish Lessor,
within thirty (30) days after cthe date of such reguest,
ccpies of all non-interpretive geological, geochemical, and
geopbysical surveys and assay data pertaining to the SUBJECT
PREM1SES prepared by or for Lessee. Lessee shall comply
with all local, state, and federal statutes and regulations,
including, but not limited to, restoration of the surface of
areas disturbed by 1it. Should Lessee 1leave any material
stockpiled on the SUBJECT PREMISES for more than (90) days
after the termination of this Agreement, said material shall
be deemed to be the property of the Lessor and title shall
pass to Lessor.

F. Assessment Work (Annual Labor) - Lessee shall be
responsible for the performance and filing of annual labor
beginning with the 1987 assessment year unless this Lease is
terminated as hereinafter provided. 1In the event this Lease
is terminated within three (3) months of the end of any
assessment year, Lessee shall be responsible for the
performance and filing of annual labor for that year
(assessment work is to be completed prior to 1lst day of
September each year and filing not later than the 30th day
of December of each year).

Lessee shall file suitable affidavits of annual labor
with the Yavapai County Recorder as well as the Bureau of
Land Management. Lessee shall deliver copies of the assess-
ment work to Lessor by August 1, of each year beginning in
1987, and copies of the recorded Affadavits by December 1,
of each year beginning in 1©87. In the event Lessee fails to
do so, Lessor may proceed to perform and reccrd said annual
labor at the «cost and -expense of Lessee. Lessor's
periformance and recording of the annual 1labor does not
restrict or 1limit any of 1its other remedies under this
Agreement.

G. Other Operation Reports To Lessor - Lessee will
submit to Lessor copies of all geological, ;mineral, and
other pertinent reports pertaining to Placer Explorztions on
subject leased property, when performed by Lessee.

8. INDEMNIFICATICN OF THE LESSEE.

Lesssor shall indemnify and save Lessee free and harm-
less from all claims that may arise out of his ownership of
the SUBJECT PREMISES and shall indemnify and defend Lessee
against any law suit, claim, judgement or demand whatsoever
arising out of said ownership, provided that Lessee shall
nct have been a contributing cause to the event giving rise
tc such suit, claim, demand or judgement.

9. TITLE MATTERS AND DATA.
A. Title Defects, Defense, and Protection. - If, dur-
ing the term of the Lease, (1) Lessor's title to any of the
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SUBJECT PREMISES 1s contested or questioned by any person
or entity; (ii) and if Lessor is unable or unwilling to
promptly correct the defects or alleged defects in title:
Lessee may attempt, with all reasonable dispatch, to
perfect, defend, or initiate litigation to protect such
title. In that event, Lessor shall execute all documents and
shall take other such actions as are reascnably necessary to
assist Lessee in its effort to perfect, defend, or protect
such title. If title is less than as represented in Section
2 herein, then the costs and expenses of perfecting,
defending, or correcting title (including but without being
limited to, the cost of attorney's fees and the cost of
releasing or satisfying any mortgages, liens, and encumbran-
ces), shall be a credit against payments thereafter to be
made by Lessee under the provisions of Section 5. Lessee
shall have the right to amend or relocate any or all SUBJECT
PREMISES. Any such amendments or relocations shall be in the
name of Lessor and title to such amendment or relocation
shall vest immediately in Lessor, subject to the terms of
this Agreement.

B. Lesser Interest Provisions - If the rights and
title to the SUBJECT PREMISES granted hereunder are less
than an entire undivided title and interest thereof, Lessee
shall have the right and option, without waiving any other
rights it may have hereunder, to reduce all payments other-
wise payable under Section 4 to the same proportion thereof

as the undivided rights and title actually owned by the
Lessee bears to the entire undivided title and interest in
and to the SUBJECT PREMISES as described in Exhibit "A" and
the areas included therein.

C. General - Nothing herein contained and no notice of
action taken by Lessee under this Section 9 shall limit or
detract from its right to terminate this Agreement in the
manner hererinafter provided.

10. TERMINATION--REMOVAL OF PROPERTY.
A. Termination by Lessor - In the event Lessee de-
faults in the performance of any of its obligaticns here-

under, except for the payment of minimum advance or pro-
duction royalties, and said default continues for thirty
(30) days without being cured, or if Lessee has not within
that time begun action to cure the default and does not
thereafter diligently prosecute such action to completion,
Lessor may terminate this Agreement by delivering to Escrow
Officer for delivery to Lessee written notice of such
termination, all subject to Lessee's right to remove its
property and equipment from the SUBJECT PREMISES as herein-
after provided. Lessor shall have no right to terminate this
Agreement except as set forth in this paragraph A of this
Section 10.



(i) In the event Lessee defaults on the payment of
any minimum advance of production royalties, this Agreement
snall terminate 1f payment to Lessor 15 not made wiinin
twenty (20) days of the default. Lessor may terminate this
Agreement by delivering to escrow officer for delivery to
Lezsee written notice of such terminaticn, all sukject to
Lessee's right to remove its property and equipment from the
SUBJECT PREMISES as herein provided.

B. Complete Termination - Lessee shall have the right
to terminate this Agreement in its entirety at any time upon
written notice to Lessor. Upon the giving of notice in the
manner hereinafter provided, &all right and interest of Les-
‘see under this Agreement shall terminate, and Lessee shall
not be required to make any further payments nor perform any
further obligations hereunder (except restoration of area
mined or disturbed) concerning the SUBJECT PREMISES, except
as tc payments or obligations, 1f any. the due date perform-—
ance of which occurs prior to termination.

Cs Removal Of Property - Upon any termination or
expiration of this Agreement with respect to the SUBJECT
PREMISES, Lessee shall have a period of ninty (90) days from
and after the effective date to termination in which to com-
plete the removal therefrom of all of Iits machinery,
buiidings, structures, facilities, equipment, and other pro-
perty of every nature and description erected, placed or
situated thereon. Any property of Lessee not so removed at
the end of One Hundred Twenty (120) days shall become the
property of the Lessor.

1L NOTICES.

Any notice or communication required or permitted here-
under shall be effective when perscnally delivered or shall
be =zffective when addressed to:

If to Lessor: BERADSHAW MINING CORPORATION
5921 W. THOMAS ROAD, SUITE 10
PEOENIX, ARIZCNA 85033

f to Lessee: DAVAGE TECHNOLOGY INC.
7065 WEST ALLISON
CBANDLER, ARIZONA 85226

12. BINDING EFFECT--ASSIGNMENT.

The rights of e-ther party hereunder may be assigned in
whole or in part, and the provisions hereof shall inure to
the benefit of and be binding upon their respective personal
representatives, heirs, successors, and assigns; but no
change or division of ownership of the SUBJECT PREMISES or
payments hereunder, however accomplished, shall cperate to
enlarge the obligations or diminish the rights of any party
hereunder. No such change or divisions in the ownership of
tne SUBJECT PREMISES shall be binding upon Lessee for any
purpose until the first day of the month next succeeding the
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month in which such person Or entity acquiring any interest
shall furnish lessee at the address set forth in Section 11
with the instrument or instruments., OC certified copies
thereof evidencing such change, transfer, or division of
property.

13. NO IMPLIED COVENANTS.

A. It ics expressly agreed that no implied covenant cr
conditions whatsoever shall be read into this Agreement
relating to the prospecting, developing, mining, or treating
of the SUBJECT PREMISES or the time therefor; it being ex-
pressly agreed that subject only to the express obligations
of this Agreement any operations of whatever nature conduct-

ed by Lessee upon the SUBJECT PREMISES shall be conducted
at <such time and in such manner as Lessee, in its sole
discretion, deems advisable.

B. It is agreed that no implied covenant or statement
whatsoever shall be read into this Agreement relating to the
mineral content of the SUBJECT PREMISES: it being expressly
agreed that Lessee has formed its own independent opinion as
to the mineral content or value of the SUBJECT PREMISES.

14. SUSPENSIONS OF OPERATIONS--Force Majeure.

{essee shall not be liable for failure to perform any
of its obligations hereunder excepting the payment of Mini-
mum Advance Royalties, during periods in which performance
is pervented by any cause reasonably beyond Lessee's
control, which causes hereinafter are called "Force
Majeure". For purposes of this Agreement, the term "Force
Majeure" shall include acts of God, fire, flood, shortage of
water, labor disputes, material shortages: insurrection or
mob violence, reguirements OrC regulations of governmental
entities, and other causes of a similar nature which are
reasonably beyond the control of Lessee. Lessee shall not
be reguired to settle labor disputes, other than internal,
nor to test the validity of any governmental requirements oOr
regulations.

s DISPUTES NOT TO INTERRUPT OPEZRATIONS.

Subject to the right of Lessor to terminate this Agre
ment for default as prodided in paragraph A of Section 1
S differences between the parties hereto shall n
interrupt performance of this Agreement or the continuation
of operations hereunder. In the event of any dispute or
difference, operations may be continued in the same manner
as prior to such dispute or difference until the matters in
dispute have been finally determined between the parties;
and therupon, the parties' further performance shall be gov-
erened bv the terms of the settlement or final determination
of the dispute or difference.
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16. CONSTRUCTION--ENTIRE AGREEMENT.

THIS AGREEMENT shall be construed in accordance with
*he laws =2f <ne State cf Arizzna. The reai:ngs ang scbheszc-
ings used herein are for convenlence cn.y &nc shalil not oe a
part of the Agreement for purposes of construction. All of
the agreements anc¢ understandings between LesSscor and Lessee
are contained nerein.

THIS AGREEMENT shall be binding upon and inure to the
benefit of the personal representatives, heirs, successors,
and assigns of the parties hereto.

IN WITNESS WHEREOF, the parties have executed this
Mining Lease Agreement effective as of the date first in
this instrument written.

LESSOR:
BRADSHAW MINING CORPORATION
an Arizona Corporation

By /Q/;WWM%J#”

}

Attest: . ﬁay@%nd F. Bert, President
Wi
\WE\Q /{i/,éix LESSEE:
Daniel D Oleké?r\&ﬁcsetary CAVAGE TEZCHNOLOGY INC.
. an Utah Corporation
/'/ -
// \ //' ' [ //
¥4 —— . . Fa - i,
By Aoy /»_/;//\ r'..',,/,f'///',’/' /kf/ ¢ 1(/§
Attest: S /qi)/Josepﬁ 5. Davicson,
v - T - Presicenc
K} /"/‘4—’ - - /
/S o A L —T T S

Dorothy 1. Zemba., Secrelary

S
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State of ARIZONA )
) ss.
County of Marizopa )
) [
On this, the _ZO day of ){,A:LH/J . 1986, before me,
the undersigned Notary Public, personally appear ed Ravmond F. Bert,
who acknowledged himself to be president of Bradshaw Mining

Corporation, an Arizona Corporation., and that he as such officer,
being authorized so to do, executed the foregoing instrument for
the purpose therein contained.

' IN WITNESS WHEREOF, I have hereunto set my hand and affixed my

Official seal.

%mm U/wwm

Notary Phbllc

My Commission Expires:

My Sommizinn Exalres Agy. 7, 1858

State of ARIZONA )

[

SS.

County of Maricopa )

On this, the 2@) cay of (ﬂ(,L#{uL/ , 1986, beiore me,

the unde:signed Nota:y public, personally appeared Dr. Jcseph E.

IN WITN
a3 . m % SR 1
CZZrcizl Seal.

’V\Oh AN (On f'l/\f"/'/&'_ '

/) )
/ Nocary PBublic
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| NOTICE OF MINING CLAIM LOCATION

1. X Location ) Amendment

1 Reiocation
Nt

i I X\ Placer T Loce T Milisite _

Ve

The name and address of the Locator s
James Srockert, Mary Lou Brocwert, Maithew Srochers Sneila
“arl Brocker:t, Robert Bracamonte, Reymond F. Bert & Peogy C

Name

2¢?2] W. Thomas Road. #10

Accros

Phoenix Arizone 850

)
(&)

=g
i , . - = 55
| 4. Th: name of Nt a8 SYSIMORT D1 arFs - IEL beeac
§. Thec dzie 0 wne iofausn s i i
6. The daimig {ezt icng 2nd izzrmtide
1o eady end of the clakm i T drsezsron @nC zet
i e w smmem BB
3 Sirecnico e EE ph=e . (N

o

\D2

thence =3

nine a: the Nw lorner

§ hence Souin marher o
’ Bz ® & feel 0 &
tCc & SLOne ~ce
E [o) Uages 1,94 Rer &
' :
i [z marker & o 7 e
? b X Loul T S stone Lense
] )
, 3 stenc maTker o 7y 4, thence horin 330 feel to & stoac marher & Noa,
i 1,220 {eet to & stone marker & 2 X 4. thence Souid 330 feer to the true point

besinninz., = 160 acres in Sec. 8.
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AR MAR-OF MINING: CLAIM-LOTATION: o sz i i

; . - - : YOAM PLACER - 1580 Acres
P ' The name of the ciaim s SYCAMORE PLAC
i : fE cuther) ;
i 2. The 20T 0 D€L NN NGhrner of the claim 1535‘)— fect na SSELNE7TY cirecion
| - ;
L 2 2.arer gogtiar of I
"~ i SLTVEV MORUMeEn: Or nermiatont nar ariecr cescrined  as s _ ;

iPEiNgNg £ § T, TTr BIT. GROETIY
I . = . Stone and Uranae Yainted 2 » 4 x 3
i 3 he mvoe of location monument 1s :

Cu . X
- . 4 <ione end ¢ » <
S Be O.‘ Corng: A& €ne monuments ase e

S e DCJHRE and aistance Demv cen ine corness o the Gaim are DCSL-’\.’XU‘.E al N¢

i The becaring and distonce betvween the corners of the claim gre:

i Bdeginming at the NE Corner of tne SW SWh KW NEX of Section & TYN R2L at a Stone

I Honument and Orange Painted 2 " X 4" where his notice 1s posted; thence to the

” true noint of beginning at the NW Corner of the SWii NW% NECY%, thence West 600 feet

I Le & stune mdarher & 2 X &, thence South 1,320 feet Lo a stone marker & 2 X &, thence

ﬁ Zust o060 feer to a stone marker & 2 X 4, thence South 1.320 fee:r to a stone marxker &

L DX &, thence East 1.320 fecetr to a stone marker & 2 X &, thence North 1,980 feet o

i 5 stone marker & I A L. thence Last 1,980 [eet to a stone marker & 2 X 4. znence
norin 10220 fee: te & stone mareer & 2 X ¢, thence wes: 1,320 feer te

\

C sione maraer
5. tnence Souin bo0 feet to a stone Sarser & 2 X &, cthence west 660 {eer o
S stone marker & I X <, tnence North 330 feet to d stcne marker & 2 X L, ihence West

? -.220 feet to a stone marker & 2 X 4. tnence South 330 feet to the true point of
I becinning., = 160 acres in Sec. B.

| fvgan'mrp Dlpc2yr. )60 Qcrés
i s.cﬁn:‘ﬁ ; L? Tomh_;p FOA/ anr'tk 2—E

i 3411/5613612 County, Arizana
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NOTICE OF MINING CLAIM LOCATION

| 1. R Locauon ) Amencment 71 Relocation
1 X Piacer ) Lode T Mullsite

dress of the Locator is

5 ad
Srockert, Mary Lou Brockert, Matthew Erockert, Sheila Brockert
rockers rt r

" Tunneisite
a0

») &rocker:, Robert Bracamonte, Kaymonc F. g;, anc Peogoy C. 3er: ’
Naume

1f 2221 «. Tnomes Road, #10

:‘ Accrss

i Phoenix, Arizona 85033

: [«1,3 Suaic -t

i

The nzme of the claim is _R0CK CR

s. The date of the locauon is Januery 1, 1GES

¢ Thedaimis__ ‘festlongand fazt wide. The distance from the Loczuen
ch end of the dlaimy is _ ifestiim direciies and

menumna

4 z irecicn. ( See ltem 10 anc Mzp of Locetion).
. Thr genesal course of the claim s from the _S2YED 1o1the _DOTER
§  Thciocczuon of the claim s in Secen$ & 6 1T Towmshis on Tampe 2%
: GaSRza:, _fieck lenvon  Muming D:s:::‘.,» Yevaozi DEsE, ARiTeHi.
‘ g =re racoreec, the orevicus Sizim nome was Sark Teeelb Thacew o 27 c-ac
: r=zorded in Dodhier 1285 Siogk Soisd s

marKe’

~
. ... 1 320 {eer to d BIONE
X <, ~ence Lasl 4.-=V ¢ o7 - -
5 8 2 X & :hence Wes: 560 fect 1o 3 sLone =url
; 3 : X 4, thence fus: 000 feet
o

zurker b 20X
fges 10 o BV

. 1 170 {eer O ¢ s10nC maT

saatriy . B J O JE TGS LN

; -m1689HQ297

chence -:l‘ QUO

N\

( & e
Date _ ooz ! 7ol 3 S (; ,
g (i L / - .
1 - PN g o) Q: /
| LI SiFnatwre |
| Y i
b oems dme o 13 Teere T1M e baivdie LA WI0IR e TNCADD NG R e (AR AL 01 ;) Form 20
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X T The 2o9nt oF Decvmrtngin.. o oime oz oc s _S35%8" v aiterues ;
‘ ThE Querier afiven &
103 survey mosimeg! o ~c _

sections S and 17, ON RII GASHBL!M.

Sione eand Qrarnge neintec 2 ) <&,
f 5> The type of jocation monument s ctone end Orenge oeint
! .
.
i X & X 2'.
l The type of corner and end monuments are stone anc 2
| )
;. ‘ , T
| 4. The bearing and distance berween the corners of the claim are beginning at the
|
.
i The budring ¢nd cistunce pbetwevn the corners o the claim are:
i Seginning a: the Nt Corner of tne SWn SER SEX SWe of Section § TuN G4t Stone

ur
- Monument and Orange Fasared 2
4
| !7ue _point of bep :

L WM wlere thils notice s posted; the
inndop at rae SW Corner of (he SEL SEY SWR, thendd fas JJ0 fecel Lo
omlone wathet L2 X 4, thence South 1,320 feet to a stone rarker & 2 X 4, thence

Zast 990 feer to a stone marker & 2 X &4, thence South 6060 fee: Lo 2 stone

s

to the

sarker

| L 2 X &, thence Eust 1.320 feet to o stone marker & 2 X 4, thence Korih 1,220 feet
tv & stone marker & 2 X 4, thence West 660 feet to a stone muarker & 2 X &, thence
I torth 1,320 feet o a stone marker & 0 ¥4, thence Cust 060 [eet to o stone Barhes

o 2 X i, thence horoh 1,980 feet to 2 stone marker & 2 X 4, thunce West 660 feet
‘0 & stone marker L 2 X &4, thence South 660 feer to 4 stone marker L 2 X 4, thence

Sest 660 feet to a stone murker L 2 X 4, thence South 1,320 fecet 10 . stone marker
t 2 X 4, thenve West 1,320 fecr to a stone zarker § 2 s
L Lhiew €T

, thence South 660 f{ee: B
in Sec. B & 8U acres in Scc. AE) -

o -

ve poin: of beginning. = 160 acres (ED acres
' 1 ' 1 |
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! |
; | '
i "
i |
! ! 5
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SSCPLANT SO 3= ARITACAT

This site consists cof three (3) claims abcut 12 miles south of Arivaca, Arizona

-

(1%

in the YMale Ridge-Califrruis Sulsh grez nerth ofF the Mexisan berd

Extensive sampling of botn hillsides and the valley, plus subsequent analysis
LV Batteile, 311 indivele .arz2e tomnaces o: bisox sand and pravel contsinin: an
average of 0.3 ozs. of gold per ton (.75 cu. vds.). Davage management, nowever,
has taken a very conservative view of these assav figures and has based alli income
calculations on a concentration of 0.15 oz. per ton at a market value of $350.00
per oz.

Estimated period of plant operation at this site is about four (4) vears

until depletion of deposit,



USE OF PROCEEDS

PLANT NO. 3 - ARIVACA

Purchase of Mobile Recovery Zlant

START-UP EXPENSES:

Plant transfer costs to mine site

Site preparation

Well drilling and pump

Three (3) operations water storage tanks
One (1) fresh water storage tank

Two (2) fuel storage tanks (Diesel/Propane)
Three (3) mobile homes (Personnel)
County and State permits

Equipment storage shed

Two (2) used pick-up trucks

680 Case front-end loader

Conveyor belt system

4" booster pump for well

OSHA safety equipment

Atomic absorption machine

Refining furnace

Operating expense reserves (Two months)

Consulting fees (Legal, accounting, geolcgical,
tecnnical, etc.)

TOTAL

-
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PLANT NO. 3 - ARIVACA

INCOME:

Processing 200 tons (L233.0 cu. vas.) per dav
Production of thirty (30) ozs. per day ¢ $350.00 per oz.

Thirtv (30) davs producticn o Hui 2zs. 5 350,00 per wz.

EXPENSE:

Gross payroll - two technicians @ $500 per week
Gross pavroll - two guards @ $5.00 per hour
Payroll taxes - Federal/State

Equipment rental costs

Insurance - plant and vehicles

Utilities

Diesel fuel (generator & tractor)

On-site refining costs

Misc. hardware, hoses, etc.

Administrative (reports, scheduling, etc.)

MONTHLY INCOME (900 ozs.)
MONTHLY ZXPENSE (3=.3 ozs.)
MONTHLY NET PROFIT (865.7 0zs.)

$ 10,500

w2y

I VaTa
yid,ulu
et Bl

w

315,000

12,000

w

S 303,000




e L COMEEXPENSE PROJECTTON S ANNUAL

-

PLANT NO. 3 - ARIVACA

EXPENSE:

Total estimated cperating expenses
(5% cost increase allowed per annun)

INCOME:

Total estimated gross income
‘(based on $350.00 per oz.)

Gold production projected in ounces

NET INCOME

NET GOLD PRODUCTION IN 0ZS.

o g, e N WO Ry $W G, 8 E= min_ s % ma 3
I e T e T P P

-

G et e LW LTLT Y T e

OPERATING PARTNER'S INTEREST 57% (%)
Ozs.

VENTURE PARTNER'S INTEREST 43%
Ozs.

TOTAL THREE YEAR RETURN

Operating Partner

Venture Partner

(*) 5% due Battelle for license rights

All figures above computed on a base 2

of 1.5 ounces per hour (10 toms).

lst Year 2ad Year 3rd Year
S 144,000 151,200 158,750
$ 3,465,000 3,780,000 3,780,000
(11 mos.)
9,900 10,800 10,800
$ 3,321,000 3,628,800 3,621,240
9,489 10, 368 10,346
$ 1,892,970 2,068,416 2,064,10
5,408 5,910 5,89/
S 1,428,030 1,560,385 1,557.1
4,080 L, 458 -
£6,.025,593 17,218 ozs.

rice of $350.00 per ounce and producticn
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A MINE

THE CORO BLANCO PLACERS

SANTA CRUZ COUNTY, ARIZONA

The Oro Blanco Mining District covers the southwestern part
of Santa Cruz County, lying west of the Atascosa and Tumaca-
cori Mountains. It is about 25 miles west-northwest of
Nogales, and a few miles north of the Mexican boundary. The
name means "white gold," and comes from the Spanish for the
color of the gold found, being a light color due to its high

silver content.

The topography of the district is very rugged with rough,
steep-walled, and narrow ridges and low mountains dissected
irregularly by canyons and washes. The maximum elevation in

S

w

the area i 75 feet above sea level at Montana Peak, in the

w0

central part of the district, while the average elevation in
the gulchs and washes is 3,700 to 3,750 feet. The Oro Blanco

319 < \ 1 1 1 ) T =7 = ~ 4 o~ < =%
district is situated in the Nogales Ranger District c- the

)

Coronado National Forest. Average annual rainfzll is about

Hh

15 inches, most of which falls in thunderstorms and flash

floods during the summer "monsoon" season. A winter railny sea-

son in December and January sometimes brings additional rain-

)

£all. The local water supply comes mainly Zfrom small res

V-

voirs or from shallow wells.

Geologically, most of the district is covered by a succession

of Mesozoic rhyolite and guartz latite ash flows, tuffs, and
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interbedded arkose overlain by Late Cretaceous terrestrial

sediments. Intrusive into the flows and tuffs are widely

H
ct
N
O

ua

-
it

scat+ered, stock-like masses cf Midcéle Mesczcic

L()

on

pNe

D

- ~
sa ~

O
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O
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zcnite and granodicrite. In the Laramide of .
dicrite intrusions in the form of a large sill and numerous
dikes invaded the Mesozoic formations. In the Tertiary, dike
swarms and plugs of quartz monzonite and rhyolite were widely
emplaced, generally aligned in a northwest striking direction.
Deformation in the form of normal faults, tilting, and minor
doming occurred in Laramide time. The prominent structures

have northwest and northeast striking alignments and have bro-

ken the formations into slightly tilted structural blocks.

Mineralization in the district occurs in three general types
of deposits: gquartz-sulfide veins, with associated wall rock
replacement, filling fractures and shear zones in Mesozoic
volcanics and sediments; gold and silver deposits in flat-

and

rt

Hh
Hh
U
()
on
n

édirping, shallow, silicified zones in Mesozoic tu
deposits in steeply-dipping, tabular zones of brecciated and

sheared tuff and conglomerate containing spotty native gold

oV

eposits deriveé from the mineralized

[oh

silver. Dlzcer

an
zones are found in almost every ravine and gulch. Geld is
also found on the hillsides and on the suriface of the ground,
especially where the soil is reddened by decomposed pyrite.
The gold is not coarse, but consists mainly of flower sized

particles and flakes. Occasional nuggets have been Zound,

ranging in size £from pinhead to not more than 30 grams.

The Oro Blanco gold deposits and placers were found and worked
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48,500 ounces of gold have been recovered from the Oro Blanco
mining district. Of this amount, 37,000 ounces were taken from
the Ruby mine in the northern part of the district. The balance
was from scattered small mines and placers throughout the district.
Placer operations were never very successful because of the fine

disseminated nature of the gold in them.

DAVAGE has acquired three placers of approximately 20 acres each

located at and near the confluence of Warsaw and Tres Amigos Creeks

and California Gulch, in Sections 19 and 20, Township 23 South,
Range 11 East, Santa Cruz County, Arizona. The properties con-
tain an estimated 4,000,000 cubic yards of sand and gravel consid-
ered prime place ore concentrated in streambed and bank deposits
in and along the three washes. In addition, there is unconsoli-
dated scree material on the hillsides adjacent to the washes. A
total of twenty (20) grab samples have been taken from the stream
beds and banks, and these have been processed using the BATTELLE
machine (described elsewhere), yielding a conservative average

of 0.15 ounces of gold per cubic yard of sand and cravel. 1In

addition, samples from the hillside slopes have yielded gold aver-

aging 0.05 ounces per cubic yvard. It is estimated that as much
as 60,000 ounces of cold mav be vresent in the area covered by the
placer claims. The machine, having a recovery Zactor oI 95 percent

will yield approximately 50,000 ounces of gold from this prospect.

o —
j;/!_ | g

Moz S g

Frederic B. Loomis
6 October 1986
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in a small way by the early Spaniards and Mexicans prior to

the Gadsden Purchase in 1863. The first American locations

were made 1in the late 1860's and early 1873's. The enriched,

oxidized, surface ore was treated in arrastres, but when sul-

£13es were encountered, the ore was roasted 1n cruce acobe

furnaces to liberate the precious metals. In the 1880's and
1890's, several small mills were operating to recover the
Amalgamation and cyanidation

values from numerous small mines.

were introduced in the early 1900's, but the shortage of ade-
quate water limited operations. By 1914, mining activity had

almost ceased in the district.

Placer deposits in the Oro Blanco District were worked in a
desultory way from 1896 to 1904, often with a small and wholly
inadequate water supply, and in some places with dry-washing

machines worked by hand. An attempt at sluicing was made in

1906, but the earthen dam built to contain runoff water was

(1
(oN

destroy flash flood and the enterprise faziled. During

}—

932 Bar Placer Company installed a small sc

barrel concentrator near the mouth of Warsaw Creek -

Water Zor

(V]

rom a

(i)

small reservoir in the canyon. The one

was made presumably failed to recover the fine golc present.

During the depression years, 1934-42, there was sporadic ac-

tivity in the area, results were minimal.

Production records collected and maintained by the Arizona
Bureau of Mines to 1916 and by the Arizona Bureau cf Geology

and Mining Technology to 1976, indicate that a total of
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'USE OF PROCEEDS

PLANT NO.2 - SYCAMORE

Purchase of Mobile Recrverwv Plant § 735,993
START-UP EXPENSES:
Plant transfer costs to mine site S 8,000
Site preparation - 2,000
County and State permits 1,500
One (1) fresh water storage tank 2,000
4" booster pump 1,000
Electrical/Lighting system 10,000
Security fencing 6,500
Three (3) mobile homes (Personnel) 30,000
Three (3) septic tank systems 1,800
Equipment storage shed 10,000
Two (2) used pick-up trucks 17,000
680 Case front-end loader 35,000
Conveyor belt svstem 8,000
OSHA safety equipmeﬁt 3,000
Atomic absorption machine 12,000
Refining furnace 3,500
Operating Expense reserves (Two months) 26,000
Consulting fees (Legal, accounting, geological,
technical, etc.) 85,000
S 252,300
TOTAL ' 5 998,295

NOTE: It may be possible for some auxiliary equipment and/or manpower to be

shared by Plants No. l and No. 2, thus reducing costs for both operations.

e



INCOME/EXPENSE PROJECTION - MONTHLY

PLANT NO. 2 - SYCAMORE

LNCOME:

Processing 100 tons concentrates per day (20 hrs.)
Gross production of 80 ozs. less 16 ozs. (20%)* = 64 QOzs.
64 ozs. per day @ $350.00 per oz.

Thirty (30) days production of 1,920 ozs. @ $350.00 per oz.

EXPENSE:

Gfoss payroll - two technician @ $500 per week
Gross payroll - two guards @ $5.00 per hour
Payroll taxes - Federal/State

Insurance

Utilities

Diesel fuel

Equipment rental costs

On-site refining costs

Misc. hardware, hoses, etc.

Administrative (reports, scheduling, etc.)

MONTHLY INCOME (1,920 ozs.)
MONTHLY EXPENSE (36.8 ozs.)
MONTHLY NET PROFIT (1,883.2 ozs.)

* Royality to Bradshaw Mining for crushing
of materials before processing.

S 672,000

12,895

20



PLANT NO. 1 - ROCK CREZK

This site consists of 160 acres and is one of four contiguous claizs (Bumble
Zee Claim Group) located in rhe southeast porticn of the Bradshaw Mountain Range
approximately 68 miles north of Phoenix, Arizona. Mr. James Brochert and Mr. Ravmond
Bert, both active principals of the Bradshaw Mining Corporationm, have performed
extensive mining activity since 1980 using a sluice operation. Other than recovery
of gold nuggets, they have determined most of the fine gold was being lost rather than
recovered by their erforts.
? Davage Technology has selected this site for their first plant since their systex:
is designed for recovery of fine gold. Water is available vear-round from the Agua
Fria River and Rock Creek which flows continually at the site. This area is like a
large sluice box (trough) collecting gold, silver and other precious metals on the
Black Canyon water shed.
An agreement has been entered into between Bradshaw Mining Corporation to perform
all crushing of materials and deliver the concentrates for processing by the Davage-
Battelle system which will expedit the gold recovery.
| Reliable assays indicate the concentrates will yield 1.0 oz. per ton with five (3)
; tons being processed per hour by the mobile plant. For crushing and delivery of the
concentrates to Davage, Bradshaw Mining will receive 20% of the gross product.
| Management has based their projecticns on recovery of 0.8 oz. per tom of con-
centrates, processing five (5) tons per hour with operating time of twenty (20) hours
per dav.
Although there 1is no guarantee of what values may be extracted, past mining
history and assay work indicates evidence of over 7 million (7,000,000) cubic yards

of ore at this site.

Estimated period of plant operation at Rock Creek is between 15-20 years before

depletion of deposit.



PTAN OF OPERATION - 1386 \

PLANT NO. 1

Rock Creek Claim
Black Canyon Placer
¥radshaw Mountains
Bumble Bee, Arizona
PLANT NO. 2
Svcamore Claim
Black Canyon Placer

Bradshaw Mountains
Bumble Bee, Arizomna

PLANT NO. 3

Mule Ridge-California Gulch
Placer deposit
Arivaca, Arizona

PLANT NO. 4
The site for operation of Plant No. 4 is either Poison Creek in the Bradshaw Mountaius
adjacent to Plants 1 and 2 or Arivaca near Plant No. 3. TFinal selection will be

management's decision in the near future.

13



' SUMMARY OF JOINT VENTURE

Davage Technology, Inc. wishes to establish from one (1) to fouf (4) joint
ventures in 1986 with one or more investors to exploit the proven gold recovery
capabilities of the Davage-Battelle patented system, the first of which is immediaiely
available and ready to pﬁt into operation. The purchase of three additional mobile
plants is planned as soon as funds are available from this offering. Battelle has
agreed to build these units with delivery expected within 90-120 days after placement
of order. Site preparation will commence upon commitment of funds.

It should be emphasized that each of these joint ventures represents an investment
in a gold recovery system which can be used on many promising sites, rather than an
investment in a single mining property.

An investment of $1,000,000 is required to start production at Rock Creek, Brad-
shaw Mountains, Arizona (see Use of Proceeds, Plant No. 1). It is estimated that ap-
proximately the same amount will be needed for the three additional plants planned ji~r
this year. For funds committed, Davage Technology, Inc. will assign a 43% ownershiyp
of the mobile plant and 43% of the net income from the éold recovery operations. Nei
profit projections are based on an averaged gold price of $350.00 per oz. and may be
taken by joint venture partner "in kind". Davage Technology, Inc. will retain a 57%
ownership of the equipment and 52% of the net profit since 5% goes to Battelle Memorial
Institute for worldwide license rights.

Davage Technology, Inc. will provide--through its subsidiary,vFlying J Mines=-~the
1icense from Battelle to utilize the equipment and the technology it embodies, com-—
plete operating services including personnel, accounting Treports and delivery and/or
sale of gold.

Davage Technology, Inc. reserves the right to purchase the joint partner's 437
interest in the mobile plant after thirty-six (36) months from start of operations.

Tendering of funds will be through an escrow agent selected by mutual agreement.

Delivery of gold will be on a monthly basis on site unless otherwise agreed upon.



TAX ASPECTS

The full implications of Federal, State and Local laws which may affect
the tax consequences of participating in the joint venture are too complex

and numerous to be described herein and because of the recent Federal, State

and Local tax changes.

EACH PROSPECTIVE PARTNER SHOULD SATISFY HIMSELF AS TO THE INCOME TAX

AND OTHER TAX CONSEQUENCES OF PARTICIPATING IN THE JOINT VENTURE BY OBTAINING

ADVICE FROM HIS OWN TAX ADVISOR.

=
(g8



Preliminary operating cost estimates indicate that the process could operate

on placer gravels that contain gold values in the range of 0.02 to 0.03 oz. per ton.

PLACER ORE
- R S- + 2" ROCK
GRIZZLY
<
Ho0 — WET >+ 1/2" Gravel
SCREENING > + 10 m Gravel
Y
PRIMARY PRIMARY
/
PRIMARY >
SEPARATION
HEAVY HINERALS
(BLACK SANDS)
SECONDARY -
SEPARATION J -
FINAL > FINAL TAILINGS
CONCENTRATION

)

PRECIQUS METALS
COHCENTRATES

BLOCK OIAGRAM OF BATTELLEC'S MOBILL PILOT PLANT FOR
GOLD RECOVERY FROM PLACER DEPOSTTS



minerals of no interest. As previously méntioﬁed, thiéﬁétep is carried out on two
separate size fractions. The heavy mineral concentrates from this step are recom—
bined for further processing.

The next two steps (3 and 4) of the process are the primary and secondary
separation steps. In these steps, the black sand and other heavy minerals are
separated from the gold particles.

The final, secondary concentration step prccesses the concentrates from the
pfevious separation steps and produces a final clean gold concentrate.

Results from laboratory-scale experiments omn several placer gravel samples
indicate gold recoveries greater than 90 percent (9C%) in less than 1 percent (l%)
of the feed material.

The mobile pilot plant now being operated was designed to process 10 tons per
hour of virgin placer ore. The concentration ratio for the pilot plant is about
16,000:1. The unit uses only 235 gpm water and this can be recycled by use of a
simple settling pond. Power requirements for the mobile unit are only 120 kw.

The unit can be fed using a grizzly and coaveyor, OT slurries, such as tailings
from primary recovery operatiorns, can be pumped to the unit.

The mobile unit was desigred, not only for furcher evaluation of the process,
but also to be used as a mobile sampling and evaluarion tool for placers. Several
hundred tons of gravels can be economically processed in a short time to determine
gold values in the placer deposits. This method of placer evaluation reduces the
"nugget' effect often encountered in placer sampling and evaluation.

The pilot plant equipment, which weighs about 6 to 7 tonms, is mounted in a
totally enclosed 40-foot semi-trailer.

This mobile unit has been monitored to evaluate processing capabilities. All
indications are that the unit performs as designed. The laboratory tests and the
pilot plant operations, to date, indicate that gold as fine as 325 mesh can be
recovered and that a high percentage of particles'of 200 mesh are recovered by the

process.



SR ————— —_—

OPERATING PARTNER

' Davage Technology, Inc. was formed as a public company in 1981 through merger
with an inactive publicly-owned entity based in Salt Lake City, Utah. Dr. Joseph B.
Davidson, president of Davage, and associates transferred a variety of oil, gas and
mining properties in Ohio, Kentucky and Arizona to Davage Technology in exchange for
stock in the company. In early 1985 the company withdrew from the oil and gas business
and later that year moved its headquarters from Akron, Ohio to Phoenix, Arizomna. Since
then, the company has concentrated on plans for gold, platinum and silver recovery
operations using the Davage—-Battelle process. Dr. Davidson has personally supervised
all the field operations, aided by his technician, Jocel Zemba, who will operate the
first plant upon delivery to the mine site.

In June 1986, at a cost of approximately three million dollars, Davage Technology,
Inc. acquired Paragon Steel Structures of Chandler, Arizona, the country's leading
designer and manufacturer of steel-framed, pre-engineered homes, as well as commerc:i !,
industrial and agricultural buildings. Two other steel building marketing firms hav.
since been acquired and consolidated with Paragon, which is operated separately'as a
wholly-owned subsidiary of Davage Techrology, Inc.

Following these acquisitions, Davage Technclogy, Inc. has approximately 12.5
million shares outstanding, which are currently actively traded over—the-counter.
Foliowing early completion of new consolidated financial reports, (which will be
available upon request) prepared by its international auditors, Coopers & Lybrand,
the company plans to apply for listing of its shares on the National Association of
Securities Dealers (NASD)lautomated trading system. The company's general counsel

is Streich, Lang, Weeks & Carson, one of Phoenix's leading corporate law firms.
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JOSEPH B. DAVIDSON

Joseph B. Davidson, owner of Flying J Mines for nearly ten years, is 63 years
of age and resides in Phoenix, Arizona. He is a graduate of Michigan State Univer-
sity, obtaining his DVM degree with emphasis in Chemistry. Dr. Davidson has re-
searched and developed feed and chemical products, has authored several books and
was a general practitioner as a Doctor cf Veterinary Medicine for 14 years.

Dr. Davidson has had varied investment and management roles in the past 30
years and was in the oil and gas field for 15 years. He is currently president of
Davage Technolcgy, Inc., a Utah corporation, which ccoperated with Battelle Memorial
Institute in development of the patented gold recovery system for which Davage has
worldwide license rights. He is also serving temporarily as president of Paragon
Steel Structures, Inc., a Delaware corporation which Davage recently acquired. his
principal interest however, is field management of gold recovery operations using
the Battelle process.

Flying J Mines was organized in the mid 70's for the purpose of mining valuab
minerals and related purposes. 1t, and its principals, have since acquired interests
in several unpatented and patented mining properties in Nevada and Arizonma. Its
exploration, development and operations have included drilling and trench sampling,
directing geological evaluations with independent geologists, assaying, mining and
processing ores.

In 1982, Dr. Davidson, having encountered the well-known problem of separating
gold from black sand in an Arizona mining operation, took the problem to Battelle
Memorial Institute, Columbus, Ohio. After a thorough review, Battelle agreed to s
a solution. Two years later the present system was developed and successfully fi.
tested at four varying sites under Dr. Davidson's personal direction.

A more complete resume can be found in Who's Who in the Midwest, Who's Who

America, or 1984 edition of the Dictionary of International Biography.
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DURING RECENT YEARS, A NUMBER OF ATTEMPTS HAVE BEEN MADE TO RECOVER
THE GOLD IN THIS ALLUVIAL PLAIN, TEST PITS AND TRENCHES HAVE BEEN
EXCAVATED AND NUMEROUS ASSAYS OF THE GRAVELS, SANDS AND MUDS HAVE BEEN
MADE. IN GENERAL, THESE TESTS HAVE SHOWN THAT GOLD IS PRESENT
THROUGHOUT THE DEPOSITS IN AMOUNTS RANGING FROM 0,01 TO AS MUCH AS
1.0 OUNCES OF GOLD PER TON. SILVER AND PLATINUM ARE ALSO PRESENT IN
AMOUNTS THAT COULD PROVE INTERESTING, SOME OF THE COARSER GOLD HAS
BEEN RECOVERED BY SLUICING, AND ATTEMPTS TO RECOVER THE FINER, MORE
DISSEMINATED GOLD HAVE BEEN MADE BY AMALGAMATING IT WITH MERCURY AND
BY HEAP LEACHING CONCENTRATES USING SODIUM CYANIDE, THESE PROCESSES
FAILED TO RECOVER A SUFFICIENT PERCENTAGE OF GOLD TO BE PROFITABLE,
AND THE ATTEMPTS WERE ABANDONED, THE PROBABLE REASONS FOR THE FAILURE
OF THESE METHODS INCLUDE: 1) MUCH OF THE GOLD OCCURS IN VERY SMALL
FLAT-LIKE PARTICLES, BEING DERIVED FROM THE MACACEOUS SCHIST HOST ROCK,
AND THE PARTICALS TEND TO FLOAT AWAY WHEN WASHED; 2) THE BULK OF THE
GOLD EXISTS IN FINE PARTICLES THAT ESCAPE DURING THE CONCENTRATING
PROCESS; AND 3) MUCH OF THE FINE GOLD IS INTIMATELY ASSOCIATED WITH
BLACK SAND, PARTICLES OF WHICH ADHERE TO THE GOLD PARTICLES DEFEAT-
ING THE EXTRACTION MECHANISM. IT IS ANTICIPATED THE DAVAGE-BATTELLE
MACHINE IS IDEALLY DESIGNED TO HANDLE ALL OF THESE PROBLEMS.

SS: FREDERIC B, LOOMIS

10/23/86
NOTES FROM "THE BLACK CANYON MINING DISTRICT", YAVAPAI COUNTY,AZ
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OPERATIONAL SCHEDULE

| Week 1 a) Obtain contract with property owners
b) Obtain contract for Battelle Recovery Unit
- Week 2 a) Hire independant geologist to evaluate property,
% Week 3 b) locate best minable areas,
é Week 4 c) determine % recovery possible with Battelle Unit
A
‘ Projected Expense $ 17,220
Week 5 a) Submit Plan of Operation to Bureau of Land Management
b) Obtain Damage and Restoration Bond
i c) Obtain Liability In urancs +
| — a) i Fedoal f 5T § CousTy Ketn?
| 3 Week 6 a) Designate mill and mine sites
| 2 b) Contract Tor *¥oads & water drainage
| A c) 4 Gontragh for.mell gnd water system
‘ a) urchase trash screen & stacker
{ Week 7 a) Install trash screen and stacker
| Week 8 b) 1Install Battelle Unit
‘ \ Projected Expense $135,560
9, Shelolon fer
0.0t rw. %
| ’O ! ]&rL’WMf .&Vu Lj¢ “ S pamlaersy (’./o—na/@“.'&#.zr:'v"»-v
‘ 1l Coto ot et W’f’*""a‘_’ {‘!
} 2 ' gy“, ARAA 2 2t g s s
; : w Vb.(; Cicf;b;‘/ %,%&}t‘f M,(A,é;~nt:d\/\
| — Week 9 S &~$bé:3j 4 :
52 Week 10 0 e;ation
a Week 11 p
\ E Week 12

Projected Expense $

Total Projected Expense $

82,970

ot Bt N

235,750




OPERATIONAL EXPENSES

PRE-OPERATION - 2 MONTHS

! =GEOLOGICAL VERIFICATION $ 5,000
4% SITE & ACCESS PREPARATION 10,000
4 #FWELL & Ho0 SYSTEM 14,180 =<7
= PREPAID INSURANCE 10,000
3 STATE & FEDERAL PERMITS 1,500
544 PROPERTY LEASE & DOWNPAYMENT 25,000
(% BATTELLE UNIT LEASE & SETUP 60,000
’v GENERAL OVERHEAD 37 200
/‘\/‘-/" A AL &, eed
MOBILE OFFI E & LIVING QTRS 11,000
/D%‘g C%«b( AL l:/ /&u» H"I""f'
) B /SECURITY FENCING ' 6,500
{
;3% SEPTIC SYSTEM 1,800
1 22>-TRASH SCREEN & STACKER 24, 60~ 2°°
,4(/UT1|_ITY GENERATOR 2,000
;4 UTILITY FUEL & OIL 300
4 ~LEGAL FEES 1,000 W
—7 ] 0
_ 19 CovSysey - L ’
i 5200, 750 7?“75{3 5
O /o /,0/7’3 Do
2272000 499
SHAKEDOWN OPERATION - 1ST MONTH
PROPERTY LEASE 10,000
BATTELLE LEASE 30,000
200
GENERAL OVERHEAD 18,600 19
GELOGICAL VERIFICATION 3,000 ]
TRUCK LEASE I qa‘”f 4
UFHTHES e #oo- M 91’
¢S o ol - M
/ 1 $ 645900
MINTMUM CAPTTAL- ' g’ ov
“TAL REQUIRED ey $272,5%0 7
FULL OPERATION - 2ND MONTH N
PROPERTY LEASE § 24,430 P
BATTELLE LEASE 102, ¥76 1-':} ,;2_3_49
& k ’,«' b < > Vol =
GENERAL OVERHEAD L ‘X,g/f{fr D
17 Ve cofyency 2 £y /
’ e
oBpEA. CABTTAL REQUIRED M5 707 $417, 740"
QD/ - D 72%
40 N as S “K\‘(_,c‘»;- Q I) (‘f C {:"



" D.K. MARTIN & ASSOCIATES
Mining Development & Administration
4728 N. 21st Avenue
Phoenix, Arizona 85015

10/20/1987

ASSUMPTIONS ON BATTELLE PRECIOUS METAL RECOVERY, PROJECT # 1

Ore value @ 0.40 oz Au/ton
Au @ $450/0z
Recovery @ 85%
Refining @ 10%
Process 10 tons/hour @ 10 hours/day @ 22 days/month
Gross Revenue per month $ 302,940

Cost of unit @ $30,000/mo + 25% gross $1065,735  (35%)
Cost of property per month 10000  {.2%)
Cost of Goods $115,736. (08%)

Cost of General Overhead
Wages & Salaries
Administrative 2@ $ 4,000
Admin, Asst, 1@ 1,500

Legal & Accnt 300
Cost of Sales 18,720
Travel & Auto 14,000
Lodging & Esp 2,000
Emp, Taxes o eRE
Cost of Overhead $ 12,220 ( 4%)

NET PER MONTH $ 174,985 (58%)
NET PER YEAR $2,099,820

OPERATIONAL EXPENSES

Pre-Operation - 2 months LS ) Yo, 10,000
Geological Verification $ 48,000 F“VW“/ :;
Site & Access Preparation 10,000 WMJM 1§
Well & HoO System 14,180 g 08 feny  LE°
Trash Screen & Stacker 24,160 (s Loy g L e 18, 2%
Property/ Dowh Payment 25,000 co°
Battelle Unit Lease & Setup 60,000 Swfo Ty 1 ©
Ot =—Administr tivecgéLegal N 2474€? utJU£¢~ed=“ e \¢
Operation - 1"month ~ 190" 0 e _&d tok e T 6’\
Property Lease ¥, 04 36,000 ‘ _Z\7rihro ?
Battelle Operation Contractz- - 365000 : 00
o Admindistrative (o0 125220 “AEZ;:Q“& .ooa”?
Contingency of 15% ' —30,750 TAmek g
&
&yu41*4 n - V&J”L TOTAL STARTUP CAPITAL $ 235,750
Prngty Coacsd 24 %30
Nothille lox t70

i fsdl 39 150
(602) 246-9573



» D.K. MARTIN & ASSOCIATES
Mining Development & Administration
4728 N. 21st Avenue

Phoenix, Arizona 850!5

10/20/1987

ASSUMPTIONS ON BATTELLE PRECIOUS METAL RECOVERY, PROJECT # 1

o3 V)v"- AL S

" Ore value @ 0.40 oz Au/ton lus (o7 M"“W~ 0. 30 v el 4o

Au @ $450/0z g oL “"E 0
Recovery @ 85% R v P
;SReflnlng @ 10% heeoneed Unlia Vb e
Process 10 tons/hour @ 10 hours/day @ 22 days/month 29% &
Gross Revenue per month $& 302,940
Cﬁn;f &&}cw;y bt e n? 4 ’ Lwﬁﬂ#}
“Costef un. - @ $30,000/mo + 25%‘gross  $105,735 (35%) 57 s dhtle sl
Cost of property per month 10,000 ( 3%)~: -Lifxwv“ﬂ“\(g’wﬁ
Cost of Goods $115,735 (38%) gk s d”‘?
162 L7 Smns 25
Cost of General Overhead A S
Wages & Salaries s
Administrative 22 $ 4,000 e
Admin. Asst. 1@ | jﬂQ s 8
Legal & Acent ” v
Cost of Sales¥** S
Travel & Auto /s
Lodging & EXp %%
Emp, Taxes
Cost of Overhead :
£ 07/

%My fD el < A S : 7
R peCl  NET DER MONTH § 174,985 (58%)

ponkll NET PER YEAR $2,099, 820

OPERATIONAL EXPENSES

15% 10, 00°
Pre-Operation - 2 months Vgﬂz.bﬁiii”
Geological Verification g 5,000 A 10y 2©
Site & Access Preparation 10,000 e, 100
Well & Y0 System 14180 S e jeee Wb
Trash Screen & Stacker 24,160 Gro 30°27
Property Down Payment A5,000 ahu.,ﬁe‘fy P
) - J v \, L o
Battelle Unit Lease & Setup 60,000 (f— . 5M%ﬂC7#w¢CHJ
Gk bl Administeative. & Legal 24,440 ¥, 000
Sliotdew Operation - 1 month L
Property Lease 10,000
Battelle Opﬁratlon Contract 30,000
Corn A el tAdministrative 12,220
Cont ingency of 15% 30,750 R
. L epanaloos TOTAL STARTUP CAPITAL $ 230,750

(602) 246-9573



" D.K. MARTIN & ASSOCIATES
Mining Development & Administration
4728 N. 21st Avenue

Phoenix, Arizona 85015

10/28/1987
ASSUMPTIONS ON BATTELLE PRECIOUS METAL RECOVERY, PROJECT # 1

GROSS REVENUE
ORE VALUE @ 0.40 OZ AU/TON LESS 10% DELETION FACTOR = 0.36 0Z
AU @ su450/0z2
RECOVERY @ 90% EFFICIENCY
REFINING @ 10% OF RECOVERED VALUE

10 HOURS/DAY, 10 TONS/HOUR, 22 DAYS PER MONTH
GROSS REVENUE PER MONTH $288,684

COST _OF GOODS

BATTELL UNIT @ $30,000/MO + 25% GROSS¥ $102,170 (35%)
PROPERTY @ $10,000/MO OR 5% ADJUSTED GROSS $ 24,430 (08%
COST OF GOODS $126,600 43%)
GENERAL OVERHEAD
ADMINISTRATIVE WAGES @2 $ 4,000
ADMINISTRATIVE ASST WAGES @1 1,500
LEGAL & ACCOUNTING 500
COST OF SALES¥¥ ~5,590
TRAVEL & AUTO EXPENSES H45-009-2€1°
LODGING & SUBSISTANCE 2,000
EMPLOYEE TAXES 1,700 20 J;
LIABILITY INSURANCE 500 (¥ o G
$ 39,2907 ,ufr  (38%
TOTAL EXPENSES $154,390 (53%)4G
¢
ASSUMED NET INCOME @ 10 HOURS/DAY $1345290 (¥+%§5WL

_____________________________ L3 - - - -
24 HOURS/DAY, 10 TONS/HOUR, 22 DAYS PER MONTH

GROSS REVENUE PER MONTH $ 692,840

COST OF GOODS @
BATTELLE UNIT $203,210 ‘{u% (29%)
PROPERTY g_}ﬂzﬁﬁ@yl b10 o5 4
COST OF GOODS g;l,ﬁsn;;aﬁ V> (3L3
' 21 4o P s
GENERAL OVERHEAD $ 38,890 24q o806 8603
_ TOTAL EXPENSES $ 276,740 #8%)3(,
ASSUMED NET INCOME @ 24 HOURS/DAY $ 416,100 604,
_____________________________ 4310 - - - ¥
YEARLY NET INCOME PROJECTIONS
[, 0¥
@ 10 HOURS/DAY OPERATION & 1z56duan | TR
@ 24 HOURS/DAY OPERATION $ 4,993,200 5,725,720

(602) 246-9573
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USE OF PROCELuUS

PLANT NO. 1 - ROCK CREEK

Purchase of Mobile Recovery Plant

START-UP EXPENSES:

Plant transfer cosfts to mine site
Site preparation

County and State permits

One (1) fresh water storage tank
4" booster pump
Electrical/Lighting syvstem
Security fencing

Three (3) mobile homes (Personnel)
Three (3) septic tank systems
Equipment storage shed

Two (2) used pick=-up trucks

680 Case front-end loader
Conveyor belt system

OSHA safety equipment

Atomic absorption machine
Refining furnace

Operating Expense reserves (Two months)

Consulting fees (Legal, accounting, geological,

technical, etc.)

TOTAL

w3

$

S

8,000
2,000
1,500
2,000
1,000
10,000
6,500
30,000
1,800
10,000
17,000
35,000
8,000
3,000
12,000
3,500
26,000

85,000

252,300

998,295



, INCOME/EXPENSE PROJECTION =~ MONTHLY'L

PLANT NO. 1 - ROCK CREEK

INCOME:

Processing 100 toms concentrates per day (20 hrs.)
Gross production of 80 ozs. less 16 ozs. (20%)* = 64 Ozs.
64 ozs. per day 4 $350.00 per oz.

Thirty (30) days production of 1,920 ozs. @ $350.00 per oz.

EXPENSE:

Gfoss payroll - two technician @ $500 per week
Gross pavroll - two guards @ $5.00 per hour
Pavroll taxes - Federal/State

Insurance

Utilities

Diesel fuel

Equipment rental costs

On-site refining costs

Misc. hardware, hoses, etc.

Administrative (reports, scheduling, etc.)

MONTHLY INCOME (1,920 czs.)
MONTHLY EXPENSE (36.8 ozs.)

MONTHLY NET PROFIT (1,883.2 ozs.)

* Royality to Bradshaw Mining for crushing
of materials before processing.

$ 672,000
12,895

$ 659,105

prem————

|-



1XCOME/EX- .
————————————

PLANT NO. 1 - ROCK CREEK

EXPENSE:

Total estimated operating expenses
(57 cost increase ailowed per annum)

INCOME:

Total estimated gross income
(based on $350.00 per oz.)

Gold production projected in ounces

NET INCOME

NET GOLD PRODUCTION IN CZS.

lst Year

OPERATING PARTNER'S INTEREST 57% (*)
ozs.
VENTURE PARTNER'S INTEREST 437
0zZsS.

TOTAL THREEZ YEAR RETURN

Operating Partner

Venture Partner

(*) 5%

2nd Year 3rd Year

154,740 $ 16 77 S 170,500

>

$ 7,392,000 $ 8,064,000 $ 8,064,000

(11 Mos.)
215120 23,040 23,040

$ 7,893,400

8 7,237,260 3 71,901,523

o
[39]
-
wn
%

22,576 57

20,673

4,125,238 § 4,503,868  § 4,499,230

12,868 12,85

3,397,655 $ 3,394,106z

9,708 9,697

$13,128,344

$ 9,903,839

due Battelle for license rights

All figures above computed on a base price of $350.00 per ounce and net production

(after crushing royality) of .64 oz. per ton of concentrates per hour.

17



The Rock Creek and Sycamcr
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CONSULTING GEOLOGIST
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THE BLACK CANYON MINING DISTRICT

YAVAPAL COUNTY. ARIZONA

placers are located in

the Black Can-

District, one of the prolific metal mining districts

situated in and along the eastern flank of the Eradshaw Mountaias

of central Arizona (¥Figure 1. The regicn is chare

north-nerthwest-trending mountains and valleys

these ranges,

miles wide

eastern part of the rzgion

’

the Bradshaw, (s agproximately 45 miles

and attains a maximum alctitude cf 7,97%

icterized dy

The largesct of

iong by 20

feet. The
is drained chiefly by the Verde and

Agua TFria rivers, of which the lower reaches are 1,600 to 2,200

feet above sea

level. In general, the higher ridges and vallevs

are well wooded and watered, while the slcpes below 5,000 feet in

altitude tend to be orusav,

favors semiarid tvpes of vegetatiojn.

B8lack Cany
flank o
Agua Fria

where it i

H
w
.

g L%

-1
.

er.
raintalti i
water Tc
season of
two miles

)

of 16 inch

on

the

Ri

[%7]

rainfall has

District is held by the U. 5. Burzau of Land Manage

cr

5
e

v
da

a

ok

sek, Tlowing from north to sous

and the country below 3.

aio0n04g

5C0 feet

che sastern

radshaw Mcuntains, is a principzl tributary of the

r. The Agua Fria in fturn decomes Lake Pleasant

mred nerth of Phoenix befors emptvin

Canyon (Creex is A perennial ztwrsam fea

2 mountains. It will »or

¢!
-naround placer operations, exceot possiply in a
1

>prtional drought. Rainfa

of the placer area, show an average
q

R | o T . 5 P 3 - -
while at Crown Kirmg, hiigh in the Bra

quatc

— . da P M~ae
L0 EBhie “iza

Ly a@pundant

e suppiy of

: records at Bumble Bee,

~

annual rainfall

Zshaws, annuai

-

veraged 28 inches. Land in the black Canvon Mining

ment intersper-

sed by some State of Arizona parcels and scattered patented tracts.

BLM and State lands are subject to mineral entry.

Vogs
Ol

most of the

available lands in the district are currently ciaimed.



The Bradshaw range is a block-faulted uplift bounded on the east
and west by down-faulted valley blocks. In general, the mountains
are made up of metamorphic and igneous rocks. The oldest geologic
formation, the Yavapai schist, consists of metamorphosed Precam-
brian sedimenﬁary and igneous rocks which have been crumpled into
northeasc-trendiﬂg belts, .cut by various intrusives, and subjected
to complex faulting. The principal intrusives consist of dikes
and stocks of diorite, batholithic masses of granite with pegma-
tites, stocks of granodiorite and monzonite porphyry,‘and dikes of
rhyolite porphyry. The diorite and granite are of Precambrian
age; thc granodibrite and monzonite porphyry are regarded as Meso-
zoic or carly Tertiary in age. Tertiary and Quaternary volcanic
and sedimentary formations in places mantle large areas of the
older rocks.

The principal types of lode gold deposits in the region consist of:
1) Mesozoic or early Tertiary gold and gold-silver veins, 2) Pre-

cambrian gold-quartz veins, and 3' Precambrian gold-quartz-tourma-
line replacement deposits. Of the three types of deposits, the
Mesozoi«. or early Tertiary veins have yielded by far most of the
gold produced.

In the Clack Canyon Mining District, a north-trending belt of
sedimentary Yavapai schist, about two miles wide, is intruded on
the east and west by a north-trending strip of diorite. These
formatic:s floor a former valley and hilly pediment that is covered
on the east by volcanic rocks and has been deeply dissected by the
Black Caryon drainage system.

Placer gold is found throughout Black Canyon and in the streams
tributary to Black Canyon Creek. The gold is derived from gold-
bearing veins of the three types described above. The placer
gravels in Black Canyon contain abundant large boulders; the gold
particle:: are generally flat and fairly coarse. Black sand occurs

abundantiy in the gravels and adheres to the smaller gold particles.



Although the presence of minerals in the Bradshaw Mountains was
known by early trappers and trail-makers, it was not until the Civil War,
when troops from California, many of whom were gold miners, came in,
that parties were organized to prospect the area. Large scale
mining, accompanied by the construction of concentrators and smelt-
ers, reached its height between 1888 and 1913. Interest in placer
mining was stimulated after 1929 by the financial depression, reach-
ing its height in 1941. Since then, interest has receded, although
it has never completely died out. Accurate figures for the amount
of gold actually produced historically are hard to assemble because
substantial amounts of gold have been produced as by-products of
copper, silver, lead. and zinc mines in the region. For example,
the copper ores at Jerome yielded from 0.025 to more than 0.225
ounces of gold per ton. It has been estimated that $50,000,000
worth of gold has been produced in Yavapai County, of which

$4,000, 000 was derived from placers.

The Rock Creek and Sycamore placers acquired by DAVAGE TECHNOLOGY,
INC. cover a total of 320 acres, and are located in Sections 8, 9,
and-17, Township 9 North, Range 2 East, along both sides of Black
Canyon Creek (Figure 2). This meandering stream is contained within
a steep-walled canyon whose sides rise precipitously some 800 to
1,000 feet above a generally flat stream bed. The immediate stream
banks consist of gravel benches and bars formed of coarse to fine
gravels with patches of sand and silt and mud. These deposits
range from zero to as much &s 12 feet or more in thickness and may
cover as much as 10 acres where the stream meanders from side to
side within the canyon. To some extent, the canyon may be thought.
of as a giant sluice box with the gold-bearing gravels deposited

in riffles and angles of the box.

During recent years, a number of attempts have been made to recover
the gold in these placers. Test pits and trenchs have been exca-

vated and numerous assays of the gravels, sands, and muds have been

made. In general, these tests have shown that gold is present



throughout the deposits 1ln amounts ranging from C.01 to as much as
1.0 ounces of gold per ton of placer material. Silver and platinum
are also present 1n amounts ULhatl could prove Interesting. Some of
the coarser gold has been recovered by sluicing, and attempts tO
recover the finer, more disseminated gold have been made by amal -
gamating it with mercury and by heap leaching concentrates using
sodium cyanide. These processes failed to recover a sufficient
percentage of gold to be profitsble, and the attempts were aban-
doned. The probable reasons for the tailure of these methods in-
clude: 1) much of the gold occurs in flat, leaf-i1ke particles,
being derived from the micaceous schist host rock, and the parti-
cals tend to float away when washed: 2) the bulk of the gold exists
in fine particles that escape during the concentrating process; and
3) much of the fine gold is intimately associated with black sand,
particles of which adhere to the gold particles defeating the ex-
traction mechanism. 1t is anticipated tne DAVACGE-BATTELLE machine
is ideally designed to handle ail of these problems.

/
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To
Date Time
While You Were Out
Mrs.
Miss
Mr.
Telephoned ...uceweas O Returned Your Call ... O
Wants You To Phone .. O Will Phone Again...... O

CamelIn To See You...O Wants You To StopBy. O

Phone:

Signed
“\ 1825 West Indian School
“O Phoenix, Arizona 85015

248-8833
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in a small way by the early Spaniards and Mexicans prior to
the Gadsden Purchase in 1863. The first American locations
were macde 1n the late ]1860's and eariy 1670's. The enriched,

oxidized, surface ore was treated in arrastres, but when sul-

L& |
R

f1des were encountered, the ore was roasted 1o crude adobe
furnaces to liberate the precious metals. In the 1880's and
1890's, several small mills were operating to recover the
values from numerous small mines. Amalgamation and cyanidation
were introduced in the early 1900's, but the shortage of ade-

quate water limited operations. By 1914, mining activity had

almost ceased in the district.

Placer deposits in the Oro Blanco District were worked in a
desultory way from 1896 to 1904, often with a small and wholly
inadequate water supply, and in some places with dry-washing
machines worked by hand. An attempt at sluicing was made in

1906, but the earthen dam built to contain runoff water was

th
14}

destroved in a flash flood and the enterprise iled. During
1932, Gold Bar Placer Ccmpany installed a small scrubber and
barrel concentrator near the mouth of Warsaw Creek - in the

area cf today's DAVAGE claim

103

« Water Zaw zthe p
from a small reservoir in the canyon. The one shert run thet
was made presumably failed to recover the fine gold present.

During the depression years, 1934-42, there was sporadic ac-

tivity in the area, but results were minimal.

Produc*+ion records collected and maintained bv the Arizcna

Bureau of Mines to 1916 and by the Arizona Bureau cf Geology

and Mining Technology to 1976, indicate that a total of
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48,500 ounces of gold have been recovered from the Oro Blanco

mining district. Of this amount, 37,000 ounces were taken from

the Ruby mine in the northern part of the district. The balance

was from scattered small mines and placers throughout the district.
Placer operations were never very successful because of the fine

disseminated nature of the gold in them.

DAVAGE has acquired three placers of approximately 20 acres each

located at and near the confluence of Warsaw and Tres Amigos Creeks

and California Gulch, in Sections 19 and 20, Township 23 South,
Range 11 East, Santa Cruz County, Arizona. The properties con-
tain an estimated 4,000,000 cubic yards of sand and gravel consid-
ered prime place ore concentrated in streambed and bank deposits
in and along the three washes. In addition, there is unconsoli-
dated scree material on the hillsides adjacent to the washes. A
total of twenty (20) grab samples have been taken from the stream
beds and banks, and these have been processed using the BATTELLE
machine (described elsewhere), yielding a conservative average

of 0.15 ounces of gold per cubic yard of sand and cravel. In
addition, samples from the hillside slopes have yvielded gold aver-
aging 0.05 ounces per cubic vard. It is estimated that z2s much

as 60,000 ounces of cold may be present in the area covered by the

placer claims. The machine, having a recovery sagtor o 95 percent

will yield approximately 50,000 ounces of gold from this prospect.

/
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Frederic B. Loomis
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B. Lessee represents and warrants that: (i) DAVAGE
TECHNOLOGY INC.is a corporation established and organized
under the laws of the State of Utak; (::) DAVAGE TECHNCLOGY
INC. 1s 1n gecod standing w:ith the Utah Corporation Commiss-
ion; and (1i11) The undersigned corporate signators are
fully authorized by the shareholders and Board of Cirectors
of DAVACZE TECHNOLOGY INC. to enter into and execute this
Mining Lease; (1v) DAVAGE TECHNOLOGY INC. does not claim
any right wunder any prior Lease or Purchase Agreement of
the premises demised herein.

3.  GRANT.

_ Lessor hereby grants, leases, and demises the SUBJECT
PREMISES, 1including all ores, minerals and mineral rights
in placer formation in, upon and under the SUBJECT PREMIS-
ES, exclusively to Lessee, 1its successors, assigns with
the right and privilege to explore for, develop, mine,
extract, mill, store, process, remove and market therefrom
all metals, ores, minerals, or materials of by products
thereof whatsoever nature or sort, as allowed by the laws
and regulations governing a placer claim operation (herein-
after "LEASED SUBSTANCES") and to place thereon, construct,
maintain, use and at its election, remove such structures,
facilities, equipment, roadways, haulageways and such other
improvements as Lessee may deem necessary, useful or conven-
ient in conrnducting 1its operations thereon; to use and
consume so much of the surface as may be necessary, useful
or convenient for the full enjoyment of all of the rights
herein granted.

4, LESSOR PERFORMANCE,

A. BRADSHAW MINING CORPORATION will process Placer
material’ to provide a minimum of 100 tons cf 20 mesh minus
material per day to DAVAGE TECHNOLOGY INC. BRADSEAW MINING
CORPORATION will keep all material processed over 20 mesh.
In the event BRADSHAW MINING CORPORATION cannot supply suf-
ficient 2C mesh minus material DAVAGE TECHNOLOGY INC. may
elect to process any other Placer material, as outlined in
paragraph 3 above, in ocrder .to continue cperations until
such time as sufficient 20 mesh minus material is avail-
able.BRASHAW MINING CORPORATION will be totally responsikble
for its operation as far &s eguipment, insurance, labor, re-
placement of egquipment, material, etc. DAVAGE TECHNOLCGY
INC. will be totally responsible for its operation as far
as equipment, 1nsurance, labor, replacement of eguipment,
repailr parts, material, etc.

B. Production Royalty Payments - Commencing &t such
time, 1f any, &as LEASED SUBSTANCES are mined, semi-refined,
and/cr sold from the SUBJECT PREMISES, Lessee shall pay to
Lessor as FPrcduction Rovalty Payments, twenty percent (20%)-
of the "Gross Smeltered Returns" derived from the sale by
Lessee of LEASED SUBSTANCES from the SUBJECT PREMISES. The
term "Gross Smeltered Returns" as used herein shall mean the
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gross proceeds (values) smeltered or marketed from the
LEASED SUBSTANCES to include all metals, ores, minerals,
or materials of by products thereof whatsoever nature or
sort received by Lessee from the smeltered or sale of
LEASED SUBSTANCES. Lessor reserves the right to accept the
twenty percent (20%) in smeltered form or in United States
Dollars by written notice to Lessee. Production Royalty
Payments are to be paid not less than on a monthly basis.

(1) Production taxes, severance taxes, and sales
privilege, and other taxes (other than income taxes, or
estate taxes) measured by production or the value of pro-
duction shall be at the expense of the Lessee.

(1i) Gross Smelter Returns shall be calculated
for each calendar month in which Gross Smelter Returns are
realized and such Production Royalty Payments as are due
Lessor hereunder shall be made within ten (10) working
days of reciept by Lessee of payment or settlement from
smeltered values or other sales agents. Such payments shall
be accompanied by a settlement sheet and a statement summar-
izing the computation of Gross Smelter Returns and the cred-
its to which Lessee and Lessor are entitled.

C. Method of Making Payment. All payments required
to be made by Lessee to Lessor and the statement summariz=-
ing the computation of Gross Smeltered Returns and Lessee's
credit's shall be delivered to BRADSHAW MINING CORPORATION, -
5921 W. Thomas Road, Suite 10, Phoenix, Arizona 85033, and
a copy of the statement forwarded to the Treasurer, Brad-
shaw Mining Corporation, in care of (C/o) David J. Gordon-
Accountant, 211 E. Osborne Road, Fhoenix, Az 85012, Upon
making payment in the manner described above, Lessee shall
be relieved of any responsibility for the further dis-
tribution thereof. The deposit of any payment hereunder,
on or before the due date thereof, shall be deemed timely
payment’ hereunder.

5. ADVERSE CLAIMS - DISPUTES.

In the case of any adverse claim dispute, or gquestion
as to the ownership of the SUBJECT PREMISES or as *o the
right to receive the Minimum Advance or Production Roval-
ties payable under this Agreement, Lessee shall nrno: be
deemed to be in default in payment thereof vunder this
Agreement until finzl dispcsition of such claim, dispute,
or Qquestion, and Lessee may withhold payments due Lessor
hereunder with respect to the portion of the SUBJECT PREM-
ISES 1involved in such adverse claim or dispute. However,
Lessee shall nevertheless deliver, on the cspecified payment
dates, to Valley National Bank, the appropiate payments
with instructions to deposit said monies in a separate
interest-bearing account until Lessee 1s furnished with
the orginal or certified copy of 1nstruments disposing of
such claim or dispute or until delivery to Lessee of proof
sufficient in the opinion of Lessee's counsel to settle
the same; in which event, Lessee shall make payment of the
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