Labor cost, 2 men at 8 hours/day at $19/hour.

Operating cost of leaching facility is power, chemicals, carbon, water,
etc.

Per Month
Labor $2.40/MT $ 3,342.00
Operating $5.00/MT 6,966 .00

$10,308.00 |
Leaching Plant profit/month $ 8,758.50

With this profit and a plant purchase price of $100,000,it would take 11.4
months to pay off plant.

We can safely assume 2 years operation on Weaver Creek on the BLM
ground and State Lease Tailings M3 on BLM = 259,120.

Combined Operation

Per Month

Plant Feed M3 7040

Leaching Plant Feed M Tons 1393

Placer Plant Gold 140.80 77%
Leaching Plant Gold 42,37 23%

Total Gold oz./mo. 183.17

Placer Plant Profit $12,320.00

Leaching Plant Profit 8,758.50

$21,078.50

In order to pursue this project, the following items would have to be
purchased:

1 Backhoe $125,000
1  Leaching Plant 100,000
$225,000

The fineness of the gold from the placer plant is no real problem if the
sale of the nuggets is diligently pursued.

The placer plant must maintain 7040 M3 of plant feed monthly at a
recoverable 0.02 oz. or better per M3,

6/19/87 3.
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The royalty of 8% of the gross would be based on $63, 360

plus $19,066.50 = $82,426.60
royalty = $ 6,594.00

Total profit $21,078.50

Less royalty 6,594.00

Profit after royalty $14,484.50

By reducing the costs at Upper Weaver on overtime and equipment rental,
we could save $10,701 or have a profit after royalty of $25,185/month.

Over two years this would yield $604,440 less new equipment
purchases = $379,440.

More test work must be undertaken on the leaching of the classifier sands.
The grade in ounces per metric ton must be checked and the leaching
recovery must be determined.

. Lewis

D%QW g f,om)
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BEAR CREEK - WEAVER CREEK
PRODUCTION AND SHIPMENT AND SUMMARY

7/29/87

The following is a summary of the production and disposal of the gold and silver
from Bear Creek and Weaver Creek from start of operations to close down of

operations:
PRODUCTION
BEAR CREEK WEAVER CREEK
+10 Mesh -10 Mesh +10 Mesh -10 Mesh

GCms AutAg Gms Au GCms Ag GCms Aut+tAg Gms Au GCms Ag
Pre Ops 91.9877
May '86 | 628.7895
June 1304.9735
July 547 .5208 1196.2731 325, 7501
August 2602.8657 246 .9007 82.6165 428.6655 77 .4469 9.9652
Sept. 1185.2089 47 .8069 4.,9902 639.0145 128.0145 15.0904
Oct. 777 .4346 7.4200 1.0200 1006.1204 134.5770 18.5651
Nov. 505.9216 - - 2104.6024 209.7845 26.8810
Dec. 476.8721 82,9497 10.6263
Jan. '87 2182.7433 140.1064 17.9481
Feb. 1599.8883 167.1215 20.1281
Mar. 1667.1970 119.8154 15.3490
April 1895.5399 209.2750 24.6118
May 2449,7455 387.0000 50.4290

7644 .,7023 1498.4007 414.3768 14750.387 1646.0910 209.5940

245.81 oz. 48.18 oz. 13.32 oz. 474.289 oz. 52.929 oz. 6.739 oz.

Total AutAg = 307.31 oz.

Total AutAg = 533.957 oz.

Total AutAg = 841.267 oz.



SHIPMENTS
Refined Metals
Oz. AutAg Oz. Au Oz. Ag
1, 10/27/86 Engelhard 256,55 187.532 45,966
2. 11/12/86 " 27.13 19.037 1.958
3. 4/22/87 Hoover & Strong 119.63 99.480 14.467
4. 5/19/87 Engelhard 66.47 57 .299 6.221
5. 6/8/87 " 48.70 42,773 4.780
5A. 6/8/87 " 49.47 43.535 4,652
6. 6/12/87 " 48.99 43.183 4,739
7. 6/15/87 " 12,45 12,202 -
629.39 505 .041 82,783
82,783
629.39 - 587.824

The refining loss was 6.60%. This includes payment in kind on shipments #4, #5,
#5A, #6 and #7. Refining loss = 6.175%.

Total shipment 629.39 oz. AutAg
Jar #13 Tucson 41,78 oz. "
One small bar Tucson .70740z. "
Nuggets in Tucson 170.0702 oz.

841.9476 oz. AutAg

This compares favorably with the production of 841.267 oz.

Nuggets

A total of 539 nuggets were removed from the total production. This total was
170.0702 oz. As of July 17, 1987, the total sales of these nuggets is 14.5383 oz.,
leaving 1565.5319 oz. for sale. Other inventory in Tucson is Jar #13 - 41.78 oz.,
and one small bar — 0.7074 oz. = 42.4874 oz.




Refined Shipment Pool Account

Oz. Au Oz. Ag Oz. Au Oz. Ag
1.
1. 187.532 45,966
2. 19.037 1.958
3. 99.480 14,467 5.480 14.467
4. 57.299 6.221 56.770 6.221
5, 42,773 4.780 42,200 4.780
5A. 43.535 4,652 43.000 4,652
6. 43.183 4.739 42,650 4,739
7. 12,202 - 11.670 -

505,041 82.783 201.770 34.840

The refining and handling charges on shipments #1, #2, and #3 were paid for
from the cash receipt. In shipments #4, #5, #5A, #6, and #7, the payment was
made in gold from the pool account and amounted to 2.702 oz. of gold.

The total gold sales from the shipments to date are 300.569 oz. to buyers
plus 2.702 oz. for refining charges = 303.271 oz.

N € / )

/
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1402 WFST GRANT ROAD
SUITE 1104

TUCSON, ARIZONA 85745

_PHONE, AREA CODE 602 624.742)

=T = -

LA PAL MINING, [NC.

May 26, 1986

Board of Directors

La Paz Mining, Inc.

1802 West Grant Road, Suite 110-4
Tucson, Arizona 85745

Gentlemen:

. l ' .
Enclosed is the report, "Placer Exploration on Upper Weaver Creek -
Mr. Dale Tucker Claim Holdings".

A total of 605.96 cu, yds, were excavated from 31 ¢est pits. This
material was screened {0 minus 4 inches, and the undersize 326,566 cu. _
yds. were treated in the plant, The total gold rézovered was 100,010.19

mgs. -
Sincerely,
2. Z AT
n E. Lewis
DEL.:vh

Enclosure
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LA PAL MINING, ]NC.

1301 EAST FT. LOWELL ROAD

TUCSON, ARIZONA 85719
PHONE: AREA CODE 602 #ESi# 325-1505

Febuary 27, 1992

Michael Rice, Geologist
Arizona State Land Dept.
1616 West Adams

Phoenix, AZ 85007

Re: Arizona State Mining Leases
M11-3193 & M11-3950

Dear Mike:

Per your recent phone request, I herewith and herein submit a relinquishment
on the part of La Paz Mining, Inc. to any right, title or interest in and
to the above referenced State Leases, which at one time were under active
evaluation by 1A Paz.

Sincerely,

E. Grover Heinrichs, Pres.

EGH/eh




LA PAL MINING, ]NC.

1301 EAST FT. LOWELL ROAD
TUCSON, ARIZONA 85719
PHONE: AREA CODE 602 it 325-1505

—————— e ——

Febuary 27, 1992

Michael Rice, Geologist
Arizona State Land Dept.
1616 West Adams

Phoenix, AZ 85007

Re: Arizona State Mining Leases
M 11-3193 & M 11-3950

Dear Mike:

Regarding our recent phone conversation, in which you requested info-
mmation concerning the direct mining costs on the subject state leases,
located on Weaver Creek, Yavapai County, AZ.

We have examined our records and find that the costs were verg inconsist-
ent on a mgnth to month basis, and were from a low of $1.48/M3 to a high
of $7.09/M> (M3 = cubic meter).
Naturally, you realize that this project was an exploration and development
exercise and not a production operation. The variations in the costs were
a reflection not only of an inexperienced crew but also ground conditions,
the size of boulders, and the weather had an adverse effect on costs. The
spotty ore occurence also was a factor.

I am enclosing a Relingquishment on the sub Ject leases per your request.

We would also appreciate receivingby March 10 a release of the cash bond,
in the amount of $5,000., in the form of a CD at the Valley National Bank.

Sincerely,

E. Grover Heinrichs, Pres.

BEGH/eh















LA PAT MINING, [NC.

1301 EAST FT. LOWELL ROAD
TUCSON, ARIZONA 85719
PHONE: AREA CODE 602 325-1514

REPORT OF OPERATIONS
UPPER WEAVER CREEK
OCTOBER 1986

Directorate
La Paz Mining, Inc. November 14, 1986

The following Report of Operations for the placer gold property of La Paz
Mining, Inc., month of October 1986, is hereto submitted.
The plant ran a total of 16 days of the available 27 working days, to

include Saturdays. The 11 days of down time were due to rebuilding a
new tail conveyor and a second nugget trap on the trommel.

Mine

The material mined in October was removed from State Leases #3950
and #3193 by the use of the D-9 and 980 wheel loader.

Overburden Ore to Plant

Blocks Cubic Meters Cubic Meters
2-1W 847 2357
1-1W 1085 1364
3-1W _462 -—
Total 2394 3721
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- Cubic Meters Ore Treated by Block

Ore Overburden
Block September October Year to Date Year to Date
1-1E 557 - 557 -
1-1W 869 1364 2033 1085
2-1E 1780 - 2717.9 840
2-1W 214 2357 3977.8 B 1156
3-1W — - - 1388
Totals 3420 3721 9485.7 4469

Plant Production

(@) Tailings

A total of 3721 MS of ore was treated in the plant and produced the
following tailing products over 105.5 hours of operation:

—4 Inch -3/8 ,
+4 Inch +3/8 Inch Sand Slimes Total

Percentage 21.2 26.6 -39 13.2 100
Cubic Meters 788 990 1451 492 3721
(b) Water

A total of 2,748,300 gallons of water was registered by the two water
meters for the month of October 1986.

Recirculated Water 1,820,400 gallons 287.6 gpm
Well Water to Bowl 927,900 gallons 146.6 gpm
2,748,300 gallons  437.2 gpm

During the 105.5 hours of operation, the average use was 437.2 gpm.

2,748,300 = 738.6 gallons of water to treat one MS of feed.

3721

It appears that our feed is too high by 18%. We will check our truck
factor.
2 0of 7




The water pumped from the wells was 927,900 gallons for the month of

October 1986.

DW #3 BL.M location

33%

DW #4 State Land Location 53%
DW #5 State Land Location 14%

806,200 gal.
491,787 gal.
129,913 gal.

Total 927,900 gal.
(c) Plant
M3/ Grams Grams Au/ 0Oz./
October _M_S_ Hrs. Hr. Free Au M3 m3
1 254 7.5 33.8 98.0844 - 0.386 0.0124
2 259 7.5 34.5 98.7672 0.381 0.0123
3 237 7.5 31.6 48.4649 0.204 0.007
6 291 7.0 41.5 141.7701 0.487 0.0157
7 290 8.0 36.3 128.7187 0.4439 0.0143
8 312 8.5 36.7 110.8694 0.36 0.0114
18 57 2.0 28.9 13.2079 0.23 0.007
20 259 7.0 37.0 31.0107 0.120 0.004
21 212 7.25 29.2 19.8262 0.093 0.003
22 249 8.0 31.1 18.5128 0.074 0.002
24 172 6.0 28.8 75.3347 0.438 0.014
25 115 3.0 38.5 45,0799 0.392 0.013
28 154 4.5 34.2 34.5369 0.224 0.007
29 2983 7.75 37.8 14.8929 0.051 0.002
30 324 8.0 40.5 68.3612 0.211 0.007
81 _243 6.0 40.5 58.6825 0.241 0.008
16 3721 105.5 35.2 1006.1204 0.27 0.009
Gold Bar from Retort 134.5770 0.3066 0.010
1140.6974
Weight 158.27 x 85.03% Au = 134.5770
158.27 x 11.73% Ag = 18.5651
Summary Year to Date Production
Grams Feed Operating Grams Au/ 0z./
Production Au M3 Hrs. M3 m3
August 520.7655 2344.7 75.2 0.2211 0.007
September 767.2312 3420.0 110.2 0.2243 0.007
October 1140.6974 3721.0 105.5 0.3066 0.0099
2428 ,6841 9485.7 290.9 0.2560 0.008

Total ounces =
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The 1140.6974 grams is composed of two products:

1006.1204 grams free gold on 410 mesh = 88.2%
184.5770 grams -10 mesh amalgamated = 11.8%
1140.6974 grams

Concentrate Grams %
October +10 Mesh =10 Mesh Total +10 Mesh

1 750 3100 3850 19
2 710 3050 3760 19
3 1900 2100 4000 48
6 1500 2100 3600 42
7 780 3100 3880 20
8 800 3100 3900 21
18 1360 2000 3360 40
20 1500 2000 3500 43
21 1440 2950 4390 33
22 1350 3010 4360 31
24 1200 2650 3850 31
25 1400 2900 4300 33
28 1600 1800 3400 a47
29 1350 2400 3750 36
30 600 2900 3500 17
31 725 2725 3450 21
16 17245 41885 59130 29

The 41,885 grams of =10 mesh concentrate were amalgamated, retorted,

and melted to produce a gold bar containing 134.5770 gms of gold.

Amalgam Tails to Date

Month -10 Mesh Gms
August 22,865
September 42,035
October 41,885

Total 106,785 gms

The amalgam tails were separated into two fractions, magnetic and
non—magnetic:
50% magnetic .029 ozs. gold/ton ) , Kgs/Day
50% non-magnetic1.50 ozs. gold/ton )

The small bowl tails were separated into two fractions, magnetic and
non—-magnetic:

67% magnetic .037 ozs./ton ) og Kgs/Day
33% non-magnetic .171 ozs./ton )

The non-magnetic fraction of the amalgam tails contains an appreciable
amount of scheelite, calcium tungstate.
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Equipment

We had 16 days of plant operation in October for a total of 105.5 hours.
The total possible hours for 27 days at 8 hours was 216 hours.

Operated Standby Mechanical Mechanical Percent
Hrs. Hrs. Down Hrs. Available Hrs. Available
Plant 105.5 20 90.5 125.5 58
D-9 101 107 8 208 96
980 109.5 106.5 - 216 100
TL40 107.0 o3 16 200 92
Euclid 103.5 106.5 6 210 97
Drag Line 16 200 3 213 99
Fuel Consumption
Plant
D-9 980 TL40 Euclid Generator Misc.
Hours 101 109.5 107.0 103.5 105.5 -
Gallons 948.6 455.3 385.5 239.0 1875.0 50
Gal./Hr. 9.39 4.15 3.60 2.31 17.77 -
Total Diesel: 3953.4 gallons
The diesel cost for October was 0.589/gallon
Personnel and Payroll Distribution
Reg. o/T Total Reg. o/T Total
Employee Hrs. Hrs. Hrs. Pay Pay Pay
D. Goodwin 200 - 200 4375.00 - 4375.00
D. Hathaway Monthly 350.00 350.00
D. Jones 160 25 185 1360.00 318.75 1678.75
C. Retherford 94.5 17.5 112 897.75 249.37 1147.12
M. Rowley 160 16 176 1280.00 192.00 1472.00
R. Sipes 160 16.5 176.5 1620.00 235.12 1775.12
R. Wilson 155.5 20 175.5 1477.25 285.00 1762.25
G. Rowley 154 17.5 171.5 1386.00 236.25 1622.25
1084.0 112.5 1196.5 12646.00 14162.49

1516.49

For the operational period in October the employee cost at Upper Weaver was:

14162.
1196.

49
5
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Cost per f\/\3 treated:

14162.49 = $3.81/M3
3721

The percentage of overtime hours to total hours was 9.4%.
The September figure was 8.6%.

Plant Operating Factor

Fesed No. Theoretical Possible Ms/ Factor
Month M Workdays m3 _Hrs. Hr. %
August 2344.7 17 6800 ‘ 136 17.2 34.5
September 3420.0 26 10400 208 16.4 32.9
October 3721.0 27 10800 216 17.23 34.5

Royalty Calculation to Arizona State Land Department

(a) CGold Bar 158.27 grams at 85.03% Au = 134,5770 gms =
4.3272 ozs. at $423.617 = $ 1,833.08

158.27 gms at 11.73% Ag = 18,5651 gms =
0.5969 ozs. at $5.670 = 3.38

(b) Free Gold +10 mesh 1006.1204 at 850 fine = 855.20
27.4985 ozs. at $423.617 = 11,648.82

$13,485.28

Royalty based on 5% of gross value less cost of $36,674.42 = -$23,189.14 loss.
Therefore, no royalty payment for October.

The gold and silver quotations are from Handy & Harmon, New York, as a
monthly average for October 1986.
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Direct Operating Costs

The direct operating costs are as follows:

Gross Payroll $14,162.49
Payroll Taxes 3,172.50
Legal Fees : 470.25
Professional Fees 2,600.00
Permits and Fees 197.59
Ford Pickup Lease 800.00
Parts and Repairs 2,374.87
Fuel 3,166.25
Field Supplies 1,501.29
Travel 1,770.90
Alarm System 145 .41
Equipment Rental 4,450.00
Leased Pump 936.75
Sales Expense 75.05
Telephone 186.29
Assay 1560.00
Severance Tax ~ &£ 2¢/s Tl 7,56 127.78
Rent - Room 315.00
Casual Labor 72.00

$36,674.42

1140.6974 = 36.68 ozs.
311

@

36,674.42 = $999.85 to produce one ounce of gold.
36.68

36,674.42 = $9.86 per M3 of feed.
3721

One cubic meter of feed for October contained 0.010 ozs. of gold at $423.617 =
$4.24, or a loss of $5.62/MS,

The loss is due to the low plant operating factor of 34.5%.

The grade of the gravel is improving, but below expectation of 0.02 oz/Ms.

Do & A

Dah E. Lewis
ice President of Operations

DEL.:vh
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LA PAL MINING, [NC.

1301 EAST FT. LOWELL ROAD
TUCSON, ARIZONA 85719
PHONE: AREA CODE 602 325-1514

REPORT OF OPERATIONS
UPPER WEAVER CREEK
NOVEMBER 1986

Directorate
La Paz Mining, Inc. December 10, 1986

The following Report of Operations for the placer gold property of La
Paz Mining, Inc., month of November 1986, is hereto submitted.

The plant ran a total of 20 days of the available 24 working days, to

include Saturdays. The down time was due to replacement of feeder
drive shaft and rain.

Mine

The material mined in November was removed from State Leases #3950
and #3193 by the use of the D-9 and the 980 wheel loader.

Overburden Ore to Plant

Blocks Cubic Meters Cubic Meters
1-4W - 240
2-1wW 7007 4100
3-1W 3543 _528
Total 10550 4868
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Cubic Meters Ore Treated by Block

Ore Overburden
Block October November Year to Date Year to Date
1-1E - - 557.0 -
1-1W - | - 2233.0 1085
2-1E - - 2717.9 840
2-1W 2357 . 4100 8077.8 8163
3-1WwW - 528 528.0 4931
1-4w - _240 240.0 -
Totals 2357 4868 14353.7 15019

Plant Production

(a) Tailings

A total of 4868 M3 of ore was treated in the plant and produced the
following tailing products over 138.92 hours of operation:

-4 Inch -3/8 "
+4 Inch +3/8 Inch Sand Slimes Total
Percentage 18.1 24.4 33.6 23.9 100
Cubic Meters 881 1188 1635 1164 4868

(b) Water

A total of 5,621,800 gallons of water was registered by the two water
meters for the month of November 1986.

Recirculated Water 3,882,900 gallons 465.8 gpm
Well Water to Bowl 1,738,900 gallons 208.6 gpm
5,621,800 gallons 674.4 gpm

During the 138.92 hours of operation, the average use was 674.4 gpm.

5,621,800 = 1154 gallons of water to treat one M3 of feed.
4868
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, The water pumped from the wells was 1,738,900 gallons for the month
of November 1986.

DW#3 BLM Location 33% 573,837 gal.
DW#4 State Land Locations 53% 921,617 gal.
DW#5 State Land Locations 14% 243,446 gal.
1,738,900 gal.
(c) Plant
M3y Grams Grams Au/  Oz./
November M3 Hrs. He. Eree Au M3 M3
1 300 7.25 41.4 53.2963 0.178 0.006
3 200 5.25 38.1 57 .8050 0.289 0.009
4 260 6.75 38.2 85.0254 0.327 0.011
5 340 '8.00 42.5 118.3828 0.348 0.011
6 260 7 .50 34.7 119.7705 0.461 0.015
7 260 8.00 32.5 104.0284 0.400 0.013
8 257 7.75 33.2 68,3439 0.266 0.009
10 231 7 .00 33.0 58.1049 0.252 0.008
11 154 5,00 30.8 46.0679 0.299 0.010
14 159 5.00 31.8 114.1735 0.718 0.023
15 302 7.25 41 .7 138,.3321 0.458 0.015
17 291 - 7.25 40.1 1384.7899 0.463 0.015
18 & 19 237 7 .00 33.9 10.8984 0.046 0.002
20 239 8.00 29.9 103.5725 0.433 0.014
21 248 7.67 32.3 217.3215 0.876 0.028
22 216 6.75 32.0 178.7592 0.828 0.027
24 240 6.00 40.0 258.2555 1.076 0.035
25 254 8.00 31.8 128.0572 0.504 0.016
26 240 7 .50 32.0 4.1136 0.017 0.001
28 180 6.00 30.0 105.5039 0.586 0.019
20 4868 138.92 35.04 2104.6024 - 0.432 0.014
Gold Bar from Retort , ‘ 209.7845
2314.3869 0.4754 0.015

Weight 247.00 gms x 84.933% Au 209.7845 gms
247.00 gms x 10.833% Ag = 26.8810 gms

The 2314.3869 grams is composed of two products:

2104.6024 grams free gold +10 mesh 90.9%
209,7845 grams ~10 mesh gold amalgamated 9.1%
2314.3869 '
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Summary Year to Date Production

Grams Feed Operating Grams Au/ Oz./
Production Au m3 Hrs. M3 M3
August 520.7655 2344.7 75.2 0.2211 0.007
September 767 .2312 3420.0 110.2 0.2243 0.007
October 1140.6974 3721.0 105.5 0.3066 0.010
November 2314.3869 4868.0 138.92 0.475 0.015
4743.081 14353.7 429.82 0.330 0.011

Total Ounces = 152.51

Bowl
Concentrate Grams %

November +10 Mesh -10 Mesh Total +10 Mesh
1 725 2820 3545
3 880 2550 3430
4 083 2400 3383
5 1160 1905 3065
6 1190 2120 3310
7 1040 2080 3120
8 920 : 2280 3200
10 860 2190 3050
11 900 2240 3140
14 1000 2110 3110
15 1040 2040 3080
17 980 2290 3270
18-19 1190 2100 3290
20 1180 2050 3230
21 1500 2020 3520
22 1209 2120 3329
24 918 2240 3158
25 1120 2100 3220
26 850 1900 2750
_28 1050 2180 3230

20 20695 41260 61955 338.4

The 41,260 grams of =10 mesh concentrate were amalgamated, retorted,
and melted to produce a gold bar weighing 247.00 grams.

Amalgam Tails to Date

Month -10 Mesh Grams
August 22,865
September 42,035
October 41,885
November 41,260

148,045 Grams
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A Equipment

We had 20 days of plant operation for a total of 138.92 hours. The total
possible hours for 24 days at 8 hours was 192 hours.

Operated Standby Mechanical Mechanical %
Hrs. Hrs, Down Hrs. Available Hrs. Available
D-9 136 5 © 45,5 141 73
980 147.5 25.5 19.0 173 920
TL 40 109.5 47.5 ‘ 35.0 157 81
Euclid 123.0 55.0 14.0 178 92
Drag Line - - - - -
Plant 138.92 28.33 24,75 167.25 87
Fuel Consumption
: Plant
D-9 980 TL40 Euclid Generator
Hours 136 147 .5 109.5 123.0 240
Gallons 1240.8 526.2 338.9 276.7 1100
Gal./Hr. 9.12 3.56 3.09 2.24 4.58
Total Diesel — 3482.6 Gallons
Personnel and Payroll Distribution
Reg. o/T Total Reg. o/T Total
Employee Hrs. Hrs. Hrs. Pay Pay Pay
D. Goodwin 160 40 200 3500.00 875.00 4375.00
D. Hathaway Monthly - 350.00 - 350.00
D. Jones 160 27 187 1360.00 344.24 1704.24
C. Retherford 136 11 147 1202.,00 151.50 1443.50
R. Sipes 160 27 187 1520.00 384.74 1904.74
M. Rowley 156 25 181 1248.00 300.00 1548.00
G. Rowley 160 30.5 190.5 1440.00 411.75 1851.75
R. Wilson 160 37.5 197.5 1520.00 534.37 2054.37
1092 198 1290 12230.00 3001 15231.60

For the operational period in November the employee cost at Upper

Weaver was:

1290
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Cost per M3 treated:

15231.60 = $3.13/MS
4868

The percentage of overtime hours to total hours was 15.35%.

Plant Operating Factor

Feed No. Theoretical Possible M3/ Factor
Month M3 Workdays M3 Hrs. Hr. %
August 2344.7 17 6800 136 17.2 34.5
September 3420.0 26 10400 208 16.4 32.9
October 3721.0 27 10800 216 17.23 34.5
November  4868.0 24 9600 192 25.35 50.7

Royalty Calculation to Arizona State Land Department

(a) Gold Bar 247.00 gms at 84.933% Au = 209.7945 gms =
6.7455 oz. at $398.806 = $ 2,690.15

247.00 at 10.883% Ag = 25.2335 gms =
Q.8114OZ. at $5.595 = 4.54

(b) Free Gold +10 mesh 2104.6024 at 850 fine = 1788.912 gms
57.5213 oz. at 398.806 = 22,939.84

$25,634.53

Royalty based on 5% of gross value less cost of $35,610.56 =
-$9,976.03 loss. Therefore, no royalty payment for November 1986,

The gold and silver quotations are from Handy and Harmon, New York,
as a monthly average for November 1986.

Direct Operating Costs

The direct operating costs are as follows:

Gross payroll $15,231.60

Payroll taxes 1,089.06
Professional fees 2,400.00
Tires 2,012.45
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., 7 Parts and repairs $ 1,797.99

Ford Pickup rental 800.00
Field supplies 641.48
Fuel 2,331.20
Travel, etc. 1,028.48
First aid equipment 653.15
Equipment rental 4,680.00
Telephone 102.32
Room rent, Sierra Vista Motel 315.00
Severance tax Ch 7oy  srz—gy 192.71
Maps 7.32
Sales expense bullion ’ 154.63
Cost water wells over 36 months (4) 2,173.17
$35,610.56
2314,7845 = 74.43 oz.
31.1

Then, 35,610.56 = $478.44 to produce one ounce of gold.
74.43

35,610.87 = $7.32 per cubic meter of feed
4868

One cubic meter of feed for November contained 0.015 oz. of gold
at $398.806 = $5.98, or a loss of $1.34/M3,

For the month of November the average gold content improved to 0.015 oz.
per M3, and the plant feed averaged 25.34 M3/Hr. at a plant operating
factor of 50.7%. We are attempting to arrive at 0.02 oz./M3 with an
average feed of 42.5 M3/Hr., with a plant operating factor of 85%.

These parameters for November would have lowered the cost to $218 to
produce an ounce of gold as versus actual cost of $478.44/0z.

A vibrating grizzly will be installed in the mining pit to screen off the
plus 5=inch boulders. This will cut down on transport of this excess
material and also will increase the output in the plant.

Dah E. Lewis L7 /
ice President of Operations

DEL:vh
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September 1, 1987

PROPOSAL

— The enclosed package is the proposal for a private
funding of a closely held corporation set up for the purpose of

exploration and the mining of placer gold in Nevada. The present

position holder, La Paz, Inc. ("LAP"), has three (3) potential

sites for the mining of placer gold. Included is the THP
property, DC property and SG property. The proposal sets forth
description of the properties and costs of proposed projects at
each of those sites.

The new corporation will be made up of La Paz Mining,
Inc. who will own 51% of the shares of the corporation, George
Levy and Associates 6%, the remaihing 43% or portion thereof will
be sold to you as investor. Four thousand three-hundred (4300)
shares will be sold to investors at a cost of $383.72 per share
(43%). The corporation will have 10,000 common shares.

The information provided to you as an investor is
confidential in nature and is part of non-disclosure égreemént
(see page 3, THP property). Any additional information required
will be answered by the present interested parties.

'If you should have any questions regarding this

proposal please call George Levy at 201-327-7089.
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THP PROPERTY

THE PLACER _AREA - NEVADA

Information from Various 0ld Reports 1*

The area is located in a district of several non-producing hard
rock gold mines and various placer deposits that were worked in
the past. The specific placer deposit has had sporadic activity
since the early 1930's. The operations were not properly
supervised and were not systematic and efficient. Lack of
sufficient capital for exploration and operations and established
security measures have also contributed to the economic failure
of a productive operation. It has been stated by several placer
engineers that this particular area is the best remaining placer
deposit in Nevada.

General Geology

In general, the primary auriferous mineralization and deposits
occur where a thrust of older Paleozoic rocks overlap onto
younger Triassic rocks which are both cut by later granodiorite
intrusives. These deposits are found in a window of the upper
plate in shear zones radiating from the intrusive mass.
Subsequent erosion of the mineralized zones was the source of the
placer deposit along the creek. The creek from its mouth has a
length of 6 miles. The placer ground to be tested varies from 50
feet to 150 feet in width, by 18 to 60 feet in thickness. The
area of primary Interest {s 4.1 miles in length, over which we
are attempting to secure or have secured options to operate.

The total placer gravel in the optional areas contain 5,100,000
cubic yards (yd3) of material that is underlain to bedrock,
1,200,000 yd3 of placer gravel that is believed to average
$23/yd3 at $400 gold. It is difficult at the present time to
determine an average value for the following reasons:

(a) Insufficient testing has been completed, or
the data was not properly recorded.

(b) Very little data is available or nonexistent
on the thickness of the uneconomic overburden
overlaying the pay gravel. ~ _

(c) The recoveries of gold from some of the past

~ intermittent operations and test programs
were said to be from 30 to 60%.

* These numbers refer to footnotes which can be found on page




(d) Thickness of the pay gravels as taken from
old reports varies from 3 feet to 18 feet and
grades from $00 to $800/cu.yd.

One channel sample across the creek for a distance of 160 feet
averaged $30/yd3 at $400 gold. No data on distance above
bedrock. At the time this sample was taken, the overburden was
said to have been sampled, and various samples averaged from $5
to $15.

Character of the Gold

There have been many large nuggets recovered from past
operations, the largest at 22 ounces. Most of the gold recovered
was in small flat pieces. Many are dendritic in shape and some
as stream-worn nuggets. Some are wire shaped and a large amount
of fine gold is present. The gold is often coated with limonitic
and manganiferous films. This coating has made amalgamation of
the concentrates difficult in the past, resulting in a high gold
loss. Pre-treatment of the concentrates with caustic prior to
amalgamation will make the gold easily recoverable.~ _

One report discusses the possibility of channels and pockets.
They cited evidence that most of the gold lays at the contact of
the alluvium and bedrock and is more or less uniform across this
contact rather than in a definite channel. Some pocketing will
exist in the low places in the weathered bedrock. Certainly old
channels will exist on the higher elevations along the channel
slopes.

Water

There is sufficient water at depth along the bedrock surface to
sustain a recovery process. The trommel wash water will be
settled and recirculated through the plant. The two bowls will
require 250 gpm each of clear water from the bedrock sump.

Considering an 8-hour operation per day, the available water
would be around 1000 gpm.

Test Program

As a full scale recovery plant will be installed during the test
program, the water will be developed and the tailing ponds will
be constructed. The larger plant was deemed necessary as a large
yardage of so-called overburden must be tested to determine the
depth to the pay gravel. With 40 days for the test program, it

:as necessary to use a unit capable of treating 40 to 60 yd3 per
our.

Various bulk samples of 400 yd3 will be treated in the plant

during the 40-day test period. These samples will be taken from

grass roots to bedrock over varying thickness along the creek

drainage. Twenty (20) seismic profiles will be run at right
*



€ angles to the drainage to develop bedrock profiles. This data
should give:

(a) VYardage and grade of the pay zone, the width
of the pay channel, and the variation in pay
channel thickness along the creek.

(b) A determination of overburden to be stripped
and its grade.

(c) A screen analysis of the gravel and sand to
be treated.

(d) Size analysis of the recovered gold.

/S/
Dan E. Lewis

N




LA PAZ MINING INC. 3

La Paz Mining, Inc., was incorporated in the state of
Arizona in August 1984 for the purpose of finding, developing,
and producing from placer gold properties in the western U.S. a
production company oriented to placer mining.

. In placer mining, initial product has a marketable value
(gold nuggets) that afford a quick way to get into production and
start cash flow. The testing period for an average placer is
generally two or three months.

The incorporators joined forces to pool their respective
talents and experience, which represent over 100 years in various
phases of the mining industry, Jay E. Fuller, Martin J. Haims, E.
Grover Heinrichs, and Dan E. Lewis. All are residents (most with
30 years or more) of Tucson, and are the officers and controlling
stockholders of the corporation.

In line are all the necessary administrative and technical
personnel for several operations, including a complete pilot
plant for testing, two complete production plants, along with all
the mining equipment. A third production plant would be made
available in the future. All the machinery and equipment
mentioned owned by the corporation (not leased), and the
equipment is worth at least $1,500,000.

Equipment includes trommels, classifiers, concentrators,
conveyors, lighting plants, welders, pumps, diesel ore trucks,
front end loaders, dozers, house trailers, 4x4 pickup trucks,
semi vans, grizzlys with feeders, generators, fuel tanks, crane
and dragline, lab equipment, pond liners, electric line cables,
water line piping, tools, and the amenities for servicing the
equipment and much more. The mining equipment can handle several
thousand cubic yards per day, single shift (eight hours).

Cash in banks is in the upper six figures, and a considerable
gold inventory is on hand.

La Paz currently has two properties; one property located in
Arizona is producing about 400 cu. yds. of auriferous sand and
gravel; and the second property, which had a capacity of 800+
yds. per day, located in New Mexico, has been shut down on order

of the U.S. Army Corps of Engineers because of environmental
- reasons.




—~

There are three (3) adjacent properties in Nevada in an area of
significant past gold production, that have been evaluated
geologically, one in particular, known as the THP Property, on
which the owner has approved proposed lease agreement. 4 Two

(2) properties, known as the DC and SG, are in the same immediate
area, and the owners have expressed an interest in dealing with
LAP. Water rights for all the area, including the other two (2)
properties, are controlled by the THP property owners. ’

LAP will construct a production facility on the THP Property to
check available geologic reports confirming mineralized zones
(channels) as to width, depth, thickness and length, and recheck
the gold values per year, stripping ratios, and estimated
reserves.

On the DC and SG properties, LAP would construct and operate a
pilot plant, and on rotation, simultaneously test the two
properties to establish the same data as the THP Property. Upon
proof of report LAP would proceed and construct other production
facilities.

LAP' non-polluting process consists of washing gravels with
clean water, no chemicals, pollutants, etc. added whatsoever.
The resultant product (readily marketable) being gold nuggets and
gold dust. Depending on the area the gold will vary in purity
from 70% to 90% pure (700 - 900 fine). The balance 1is usually
10% - 15% silver, and the remaining material usually being
miscellaneous minerals of little or no economic value.

Equity funding in the amount of $1,650,000.00 will be necessary
to fund a closely held corporation which will prospect for and
mine the gold. The $1,650,000 is broken down as follows:
$1,500,000 is necessary to finance the actual prospecting and
mining of the gold; and $150,000 to Levy & Associates for their
efforts in organizing the project and assisting in obtaining the
financing. The $1,500,000 is further broken down as follows:
$500,000 for the THP project; $500,000 for the DC project; and
$500,000 for the SG project. See page 9 infra. Possibly
portions of the funding might be expensed providing certain tax
advantages to source of the funds.




SUMMARY OF
THP, DC, AND SG NEVADA PROPERTIES"
PRELIMINARY FEASIBILITY STUDY
TOTAL INVESTMENT: $1,650,000.00

Criteria

Production per year depends upon stripping ratios which
could be 1 to 1, 2 to 1, or 3 to 1. Mining would be
from 400 to 3200 yards3 per day.

‘Processing through the plant could vary from 200 to 800
yards3 per day per plant.

Figuring conservatively an average of 200 yards3 per
day x 260 days per year = 52,000 yds3 x 3 plants-
156,000 yds3 per year.
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