SAMPLE Ne 0653

® 3060 0098 A

Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5 * Sparks, NV 89431+ (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings

LocaTioN: 32 ° s r,'\
o =/
('¥’ {\ /ém
rock:__ eeatlle, AU £z
Ap o1
®
@ T (006

ASSAY FOR: Ay Ag Pb Zn Cu Mo




SAMPLE N© 0654

® LE” /3 fz,ﬂ‘ 7 /l/

VVestern'Testhng(bliﬂbonmhmdes

1275 Kleppe Lane, No. 5 » Sparks, NV 89431 « (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab

Core Cuttings

LOCATION:
o Sl 0 Loy @ 55
5 v sy & by,
Goon o0 L 14% L2 4 _/6_." 1
ROCK: z

ASSAY FOR: Au Ag Pb Zn Cu Mo




SAMPLE N© 0656

° A
Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5« Sparks, NV 89431 « (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings

LOCATION:

ROCK:__ leticly Ry 2
£ 37

&./{;—e':«é?_ # . 2:-‘7

® 0.005| ©.) 7

ASSAY FOR: Ay Ag Pb Zn Cu Mo




SAMPLE ‘- Ne 0655

° A
VVestenn'Testhugiblaﬂnmnnunies

= 1275 Kleppe Lane, No. 5 ¢ Sparks, NV 88431 « (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings

LOCATION:
. 1;/]-_’,7 : I e and A C e

ROCK: /ﬁnwgrf rtee 2E, Y

' 3 _<;"' 4

.7 Tr | 0.0 6

ASSAY FOR: Au)Ag Pb Zn Cu Mo




SAMPLE Ne 0645

o A

Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5 « Sparks, NV 89431 » (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings

LOCATION: &7 A /”/«-ﬁ >0 {%
® .
%

ROCK: //(fLL(Ca\/ Cots Z//I‘ Feee /»-\
D ¢/ /t(ujﬁ’

. J.Oa&’jﬂ/:‘

ASSAY FOR: Au/Ag Pb Zn Cu Mo




SAMPLE Ne 0647

°® A
Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5« Sparks, NV 89431 « (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings _

LOCATION:

O bo/'y * 44 ;

4 3 . g S (/’"
3 0 " Zf’/’lj l:(»' € /(‘

ROCK:

o 7 Ll

ASSAY FOR: Au/Ag Pb Zn Cu Mo



SAMPLE Ne 0646

° A
Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5« Sparks, NV 898431 « (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings

LOCATION:_ £ £l prospec [

/

C.?

b
ROCK: Lo er pasl] se, V)
perCreal oot

O J~| 216

ASSAY FOR: Au Ag Pb Zn Cu Mo




SAMPLE Ne 0648

° A _
Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5 * Sparks, NV 89431 » (702) 331-3600

.TYPE: Surface Underground Drill e
Rock Chip Channel Grab ~ Z ¢ F7
Core Cuttings _ =

LOCATION: e s edd
Py ’ o EFE ¢
6 44 G _ " : — -
‘_r 7 } o 5 6_‘_1..»“_/45"“'{"
/ 7 e /;L ed

@ AT
ASSAY FOR: Au/Ag Pb Zn Cu Mo




SAMPLE N© 0652

° A
Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5 * Sparks, NV 88431 « (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings

LOCATION:

® 0066 10.66

ASSAY FOR: AufAg Pb Zn Cu Mo




SAMPLE Ne 0649

° A
Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5+ Sparks, NV 89431« (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings

LOCATION:

ROCK:

ﬁ'/(%(:’id/) / e ‘@C’/ ;_5,71

® T [0.04-

ASSAY FOR: Ay Ag Pb Zn Cu Mo




SAMPLE Ne 0651

°o A
Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5 « Sparks, NV 89431 « (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings

LOCATION:__—~ s q cL<o

ROCK: A’/{( ‘4‘3 /g ol .,@/"&;54_,/&-?

/'v el L /1/\0 £
/P {/ A L / h) .
P
® T]0.9%

ASSAY FOR: Au\Ag Pb Zn Cu Mo




SAMPLE Ne 0650

/ i

Western Testing ¢ Laboratories

1275 Kleppe Lane, No. 5+ Sparks, NV 89431 « (702) 331-3600

.TYPE: Surface Underground Drill
Rock Chip Channel Grab
Core Cuttings

LOCATION:

ROCK: s, [y  2#2C /s "nMgA
heoe /. u-rvm...%;‘: 7 + ¢

ASSAY FOR: Ay Ag Pb Zn Cu Mo
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826 1545
Richard S. Calone, Fresident
Brown, lane, Calone and Duncan
942 N, Hunter Street
Stockton, California 95202

SUBJECT: Pinson Mine Ore Reserve and
Royalty Calculations

Dear Mr. Calones

The royalty calculations for the Pinson Mine were prepared from
data given to me by Mr, Donald M. Duncan, manager of the Plnson
Mine, at their office in Winnemucca, Nevada on June 5, 1980, At
that time I also made a short visit to the Plnson Mine, where
waste stripping for the open pit was Jjust beginning and construce
tion of mill buildings and machinery foundations was well started,
The operation appeared to be well plamned, Mr., Duncan told me
that production is expected to start in January of 1981,

The followin% date were nsed for the calculation of the total
ounces of gold expected to be recovered, the ounces of gold upon
which the royalty will be paid, and the discounted present value

in dollars, of the royalties to be paid during the 1ife of the mine.

Ore tonnages end grade figures (ounces of gold per ton) were taken
from the latest pit reserve summary, done by the computer method,
which was up~to~date as of June 5, {980. A diluted mining grade
wag used to replace the non-~diluted computer mining grade, f%his
diluted grede was furnished by Mr. Duncan, as was the following
informations - :

The mine is expectied to work 345 operating days per year
2t a rate of 1000 tons of ore per day.

M11l recovery should be 85% of the diluted mining grade.

Deductions, before royalty payments, to be used for
ealeulating the gold payments made by Engelhardt Minerals
and Chemical Corp. are as followy »

Pngelhardt's payments are to be based on 99.6% of the
assey value of the dore (precious metal bullion).
The remaining 0.47 will be lost during refining.

"He refining charge is #0.85 per recovered ounce of
fine dore, =

Shipping charges will be sssumed to be $2000 per
every ten days. :




¥ : Page 2
2 Royalty Paymente '

Mr. George Murphy on June 25, 19804 gave me, by telephone, the
royalty peyment schedule as of May 27, 1980, which is as follows:

Advance royalties or pre-production payments are to be:
$900 per month for the Pinson clalms,
#1000 per month for section 28,

Pre-production payments have been taken into account for
1980 only, as it is assumed that full production will
begin in 5annnry of 1981.

Production royalties will bes .
3% until $1,500,000 have been pald.
‘ 2% thereafter, until the end of production,

The price of gold used in these caleoulations has been assumed
to be 3500 per ounce, in real terms, and the royalty paymen
\ were based on sales after all deductions. . |

The discount factor used was 157 (see Whitney & Whitney Inc's
memorandum, 2nd paragraph). The 157 discount rate was used

since 1t appeared to be the best for your purposes and should
stand up under serutiny. Should you feel that a different discount
rate would better sult your purpose, a new discounted royalty

could readily be ecalculated, using a discount rate of your

choosing and at a cost of 50 to $100 for the new calculation.

Whitney and ¥hitney, Ine. were asked to make the final Pinson
Mine royalty evalqa%&an- Such calculations are one of their
specialties, and certainly should be very creditable. I heve
examined their figures and find them acceptable,

) Yours truly,

/f‘/////’ i e "hyf /”'/J 2
o, ’;«"' L JeslMelaren rbe

g y*
s
ot
G




TELEPHONE (702) 323-3050

WHITNEY & WHITNEY, INC.

P.O. BOX 11647
1755 E. PLUMB LN., SUITE 135
RENO, NEVADA 89510

INVOICE # 80-07-01

MANAGEMENT CONSULTANTS FOR MINING INDUSTRY AND GOVERNMENT

June 30, 1980

In Account With: Jim McClaren Forbes

For professional services provided in conjunction with
the Pinson Mine Royalty Valuation.

Labot ¢
John W. Whitney 2 hours @ $40.00/hr. $80.00
Ronald Whitney 2 hours @ $31.25/hr. 62.50
Secretarial 3 hours @ $12.00/hr. 36.00

Total Labor:

Total Due This Invoice:

- LasA
1

fau/ 2 Lot ¢7°¢
Cav? “ /

$178.50

$178.50




George Murphy, Jr.

8690 EASY BIRD ROAD — P. O. BOX 20
MOKELUMNE HILL, CALIFORNIA 95245

(209) 286-1459
Mr. Je. McLaren Forbes
2275 Mueller Drive
Reno, Nevada 89509

Dear Mr. Forbes:

Enclosed is a check for $772.84, covering your invoice
dated July 25, 1980, and sent to Richard S. Calone. This is in
regard to your appraisal of the Pinson Mining Co. property and

also covers the invoice for $178.50 submitted to you by Whitney
& Whitney, Ince.




TELEPHONE (702) 323-3050

X 7 o] WHITNEY & WHITNEY, INC. s

: I CONS £ INING INDUSTRY AND GOVERNMENT P.O. BOX 11647 )
MANAGEMENT COI‘?!"%ULTANT‘S FOR M 3 ons B VIR L. BT 108

RENO, NEVADA 89510

MEMORANDUM
TO: Jim McClaren Forbes
FROM: Whitney & Whitney
DATE: June 27, 1980
RE: Pinson Mine Royalty Valuation

Per your request we have prepared a royalty valuation for the Pinson
Deposit royalty holder. The royalty value analysis was prepared using
technical data supplied by yourself as obtained from Don Duncan. A gold
price of $500.00 in real terms was assumed. This is consistent with the
forecasts now being used by the South African Gold Mining Industry.
Constant dollars are used through—out. No attempt was made to forecast
future inflation since that would be highly speculative.

The value of the royalty on the mineral interests was calculated
using the discounted present value method of valuing a cash flow stream.
This was done using a discount rate of 157 applied to the royalty payments
before deducting any taxes. The discount rate of 15% is a real discount
rate and does not include an adjustment for inflation. The royalty
payments were calculated using constant dollars, therefore the discount
rate does not include a factor for inflation. The discount rate of 15%
is made up of a real required return of 8-10% for the individual investor
plus a risk premium of 5-7% for this particular mining venture.

The present value of these royalty payments is $2.03 million.




Plohm Building, Suite{ 1 e L

Elko, Nevada 89801 ’ (3¢
“ AND WHEN RECORDED, MAIL TO: 1rem 49

 John C. Miller, Attorney at Law

Blohm Building, Suite 201
Elko, Nevada 89801

QUITCLAIM DEED

THIS INDENTURE, made this 22nd day of lMMay, 1980, between
GERTRUDE P. COLLINS, also known as GERTRUDE M. COLLINS, a widow, of
the Couﬁty of Saﬁ‘ﬁdéqﬁiﬁ; State of California, the party of-the S
first part, and
PATRICIA MURPHY, 2 married woman, of the County of Calaveras, State
of California, and BARBARA P. NOCETO, a married woman, of San Mateo
County, California, the parties of the second part.

WITNESSETH:

That said party of the first part, for and in comnsideration

of the sum of ONE DOLLAR ($1.CO) to her in hénd paid by said parties

of the second part, the receipt whereof is hereby acknowledged, does,

by these present remise, rélease and forever quitclaim unto said

- parties of the second pért, in equal undivided interests, their heirs

and assigns forever, all of those certain unpatented lode mining claims
generally located within Section 32, Township 38 North, Range 42 East,
M.D.B. & M., Potosi Miﬁing District, Humboldt County, Nevada, mocre

particﬁlarly described as:

Claim Book (Mining Notices) Page(s) BLM No.
Pinson No. 1 A-3 120 52222
Pinson No. 2 A-3 121 (A.124) 82223
Pinson No. 3- A-3 122 ‘ 82224
Pinson No. 4 A-3 122-123 82225
Pinson No. 5 A-3 233-234 82226
Pinson No. 6 A-3 234 ' 82227
Pinson No. 7 A-3 123 82228
Pinson No. 8 A-3 235 82229
Pinson No. 9 A-3 235-236 ' 82230
Pinson No. 10 A-3 236 82231
Pinson No. 11 A=-3 -t 82232
Pinson No. 12 A-3 237-238 82233
Pinson No. 13 A-3 238 82234
Pinson No. 14 A-3 238-239 82235
Pinson No. 15 A-3 239 82236
Pinson No. 16 A-3 240 82237
Pinson No. 17 A-3 240-241 82238

Claim Book (Official Records) Page(s) BLM No.
Pinson No. 18 59 - 316 "~ 82239

together with, all and singular, the tenements, herediments and appur-
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tenances thereunto belonging or in any way appertaining, and the
reversion and reversions, remainder and remainders, rents, issues
and profits thereof. To have and to hold, all and singular, the said
premises together with the appurtenances unto said parties of the
second part in equal undivided interests, and to their heirs and
assigns forever.

IN WITNESS WHEREOF, the party of the first part has hereunto

set her hand and seal the day and year firstvabove written.

,{%igﬁ%zz:;ﬁﬁugﬁe ¢T57 (?ZkﬂéQfZ#;’L‘ﬁ,d
GERTRUDE P. COLLINS, aka

GERTRUDE M. COLLINS




STATE OF CALIFORNIA )
) ss:
COUNTY OF SAN JOAQUIN )
On May' 22, 1980, before me, the undersigned, a Notary Public
in and for said State, personally appeared GERTRUDE P. COLLINS aka
GERTRUDE M. COLLINS, known to me to be the person whose name is sub-

scribed to the within instrument and acknowledged that she executed

the same. OFFIiCIAL SEAL

(7T FRIECA M. STEART — 4
2 HOTARY PUBLIC-CALIFCRNIA
SAN JOAGUIN CCUNTY

2=“MY COMMISSION EXPIRES AUG. 19, 1987

jfz&aéw /7) L/”izuz.&/u/"

Notary Public in and for said State

WITNESS my hand and official seal.

07 3 RN LSRRI 1 20,9 0 . L T L N R e TSt




“John C. Miller, Attormey at Law i
Blohm Building, Suite 201
<. Elko, Nevada 89801

AND WHEN RECORDED, MAIL TO:
John C. Miller, Attorney at Law

Blohm Building, Suite 201
Elko, Nevada 89801

GRANT DEED

THIS INDENTURE, made this 22nd day of May, 1980, between
CGERTRUDE P. COLLINS, also known as GERTRUDE M. COLLINS, a widow, of
the County of San Jdaquin, State of California; the party of the first
part, and
PATRICIA MURPHY, a married woman, of the County of Calaveras, State of
California, and BARBARA P. NOCETO, avmarried woman, of the County of
San Mateo, State of California, in equal shares, the parties of the
second part. |

WITNESSETE:

‘That said party of the first part, for and in coﬁsideration
of the sum of ONE DOLLAR ($1.00) to her in hand paid by said parties
of the second part, receipt whereof is hereby acknowledged, does by
these presents grant, bérgain and sell all of her right, title and
interest, believed to be an undivided one-half interest in the below
described property, to the parties of the second part, in equal
undivided interests, their heirs and assigns forever, all of that
certain lot, piece or parcel of 1and situated, lying and being in the
‘County of Humboldt, State of Nevada, particularly described as féllows:

Township 38 North, Range 42 East, M.D.B. & M.

Section 28: E1/2 SW1/4; SW1/4 SW1l/4
Containing 120 acres, more or less.

together with all and singular, the tenements, herediments and appurten-
ances thereunto belonging or in any way appertaining, and the reversion
and reversions, remainder and remainders, rents, issues and profits |
thereof. ‘To have and to-hold, 211 and singular, the said premises
together with the appurtenances unto said parties of the second part
in equal undivided interests, and to their heirs and assigns forever.

IN WITNESS WHEREOF, the party of the first part has hereunto

set her hand and seal the day and year first above written.

F gig_ Cﬁ?%ﬂ GERTRUDE P. COLLINS, aka
L - " GERTRUDE M. COLLINS

-1-




STATE OF CALIFORNIA )
) ss:
COUNTY OF SAN JOAQUIN )
On May 22, 1980, before me, the undersigned, a Notary Public
in and for said State, personally appeared GERTRUDE P. COLLINS aka
GERTRUDE M. COLLINS, known to me to be the person whose name is sub-

scribed to the within instrument and acknowledged, that she executed

3 - St
the same. P, SO OFFICIAL SEAL "

ooy FRIEBA M. S
(B noTARY PUBLICS-(I;E}.‘{?&{I!A
5‘-.;_;"{'/ SAN JOAQUIM COUNTY

1Y COMMISSION EXPIRES AUG. 10, 1982

¥4

WITNESS my hand and official seal. -

o

T it /7j_ %ﬁi;;é;;”

Notary Public in and for said State




~

PROJECTED MINING RATE AND ANNUAL OUNCES RECOVERED

FOR ROYALTY ANALYSIS

JUNE 27, 1980 |
i
YEAR 1980 1981 1682 1983 1984 1985 1986 1987 1988 1989 1990 TOTAL
Mining Rate (Tf?r) 177,000f 354,000 | 354,000 354,000] 354,000 {354,000 {354,000 | 354,000 354,000{236,000 | 3,245,000
(A Stage) 1 177,000¢ 324,000 1501,000Q.176=
' ' A 88,176
(A Ult.) 2 30,000 354,000{ 122,000 506,000@.174=
L 88,044
(N&CENTRAL) B3 232,000 354,000 }345,000 {187,000 1,127,000 @.08=
. 90,160
(B CleanUp) 4 A 167,000 | 160,000 327,000@.062=
I ' - 120,274
(South B) 5 194,000 |354,000] 97,000 545,000@:100=
. _ 13,900
(C Zone) 6 e -~ §139,000 | 139,000@.100=
' ik 13,900
Cunulative Tonnage 177 531 .885 11.239 1.593 1.947 2.301 2.655 3.009 |3.245 13.245
Milldions :
Diluted Mlning Grades 4/ i
A Stage @,176 . 176 L1611 | '
A Ult. @.174 - L0147 . 1740 .0600 " '
N & Central @.08 K- .0524 .0800 .0800 .0422
B GClean Up @,062 02092 1 .Q280
South B @.078 - 0427 .0780 1.0320
C Zone @.100 X » .0590
Weighed Average Grade 1 .176 .1758 1740 L1124 .08 .08 0714 .0707 _ 1.0780 |.0910
Mined Ounces 31,152 } 62,233 61,596 (39,790 28,320 28,320 | 25,276 |25,028 27,612 21,476 {350,803
Recoverable 0z. @85% 26,479 52,898 52,357 {33,822 24,072 24,072 | 21,484 [21,274 (23,470 |18,255 298,183
Cumulative Recoverable Ounces 26,479 79,377 131,734 165,556 | 189,628 || 213,700 | 235,184] 256,458 [279,928|298,183 | 298,183
AXWOTE: FPigures between the bracketed lines

are not always mining grades.

These

figures were used in calculating the

Welghted Average Grade, %.;?

@

ITEM 99
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PROJECTED NET SALES REVENUES
FOR ROYALTY ANALYSIS
JUNE 27, 1980

1980

o

1.6708

1.7736

2.0323

YEAR 1981 1982 1983 1984 1 1985 1986 1987 1988 1989 1990 TOT
~-0- 26,479 52,898 52,3571 33,822 24,072 | 24,072 (21,484 | 21,274 | 23,470 | 18,255 293?
Annual Ounces Recovered ~ . :
Ounces Paid @99.67 76,373 | 52,686 | 52,148 | 33,687 | 23,976 | 23,976 |21,398 | 21,189 | 23,376 | 18,182 | 296,
Gross Sales @500. ($Mill) 113,186 26.343 26,074 | 16.844 11,988 | '11,988 10.699 10.594 1 11.688 9.091 | 148.
Refining Charge @85¢/oz . ! '
Recover ($Mi11) 023 5045 . 045 .029 W ; . S I | B -..018 = +018 .020 ,016 "
~ Shipping Charges 2000 per 10 day 435 iral .071 . aldd JO71 071 .071 .071 .071 047 6
35’4 shipments per year (sMill) : n W B G00a aw ol e a9 el T L 5 i A e ws - -
Net Sales After Deductions : '
($Million) -0- 13.128 26,227 25.958 16.744 11.897 11.397 10.610 10.505 11.597 9.028 | 147.
Royalty Payment (S$Mill |
= s ity ( ) .0133 .3938 .7900 .3029 X
@2% .3100 «3349 .2379 .2379 22122 +2101 .2319 _ . 1806 1.
Cumulative Royalty ($Mill) .0133 4071 1.1971 1.8100 2.1449 2,3828 2.6207 | 2.8329] .3.0430] 3.2749 3.455% 3
Discount Factor @15% 1.0 .8696 7561 6575 «37118 4972 .4323 +8759 .3269 .2843 24772
Discounted Royalty .0133 3424 .60 «4030 .1938 .1183 .1028 .0797 .0687 .0659 0446 2.C
@15% (8Mi1l)
Cum. Disc. Royalty «+0133 +3557 95571 1.3557 1.5525 1.8533 1.9220]| 1.9879 ek




PROJECTEE MINING RATE AND ANNUAL OUNCES RECOVERED
FOR ROYALTY ANALYSIS

JUNE 27, 1980
YEAR 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 TOTAL
Mining Rate (T/Yr) 177,000 354,000 354,000 :354,000 354,000 |354,000 354,000 | 354,000 |354,000 236,000 | 3,245,000
(A Stage) 1 177,000 324,000 | 501,000@.176=
' 88,176
(A Ult.) 2 30,000 354,000(} 122,000 506,000@.174=
| 88,044
(N&CENTRAL) B3 232,000( 354,000 ||345,000 {187,000 1,127,000 @.08=
# 90,160
(B CleanUp) 4 167,000 | 160,000 327,000@.062=
i 20,274 =
(South B) 5 { 194,000 |354,000{ 97,000 |645,000@.100= :
- . 13,900
(C Zone) 6 I 139,000 | 139,000@.100=
[13,900
Cumulative Tonnage 177 «531 .885 1.239 1.593 i11.947 2.301 2+655 3.009 3.245 |3.245 = c”;é%@?%;y\
Millions , o undilGe LS fe
Diluted Mining Grades _ ; 7
A Stage @.176 .176 1611
A Ult. @.174 .0147 1.1740 _ 1.0600
N & Central @.08 % 0524 .0800 .0800 .0422 %
B Clean Up @.062 .0252 .0280
South B @.078 L0427 .0780 .0320
C Zone @.100 : .0590
Weighed Average Grade . 176 .1758 .1740 L1124 .08 .08 .0714 0707 .0780 .0910 )
Mined Ounces 31152 62 5233 61,596 39,790 28,320 28,320 25,276 | 25,028 27,612 |21,476 350,803{§’€;§gi§“ff
Recoverable 0Oz. @85% 26,479 52,898 52,357 33,822 24,072 24,072 21,484 | 21,274 23,470 |18,255 298,183
Cumulative Recoverable Ounces 26,479 79,377 131,734 1165,556 189,628 213,700 | 235,184 256,458 |279,928 298,183 | 298,183
s A
-% x NOTE: TFigures between the bracketed lines

are not alweys mining grades,
s filgures were used in calculating the

Welghted Average Grade. )%/Z’

S R TR AT YT

These
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PROJECTED MINING RATE AND ANNUAL OUNCES RECOVERED

~

FOR ROYALTY ANALYSIS

#NOTE:
ale” o

are not always mining grades.

JUNE 27, 1980 |
i
YEAR 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 TOTAL
Mining Rate (T/Yr) 177,000" 354,000 354,000| 354,000| 354,000 354,000 354,000 | 354,000 354,000.236,000 '3,245,000
(A Stage) 1 177,000§ 324,000 501,000@.176=
=F, ! L 88,176
(A Ult.) 2 30,000 354,000| 122,000 506,000@.174=
' L 88,044
(N&CENTRAL)B3 232,000| 354,000 (/345,000 187,000 1,127,000 @.08=
80,160
(B CleanlUp) 4 167,000 | 160,000 | 327,000@.062=
20,274
(South B) 5 194,000 |354,000( 97,000- 645,000@.100=
: 13,900 °
(C Zone) 6 139,000 | 139,000@.100=
' 0 13,900
Cunulative Tonnage 177 w331 .885 11.239 1.593 51.947 2.301 2.655 1 3.009 3.245 3.245
Millions ! .
Diluted Mining Grades 4/ !
A Stage @.176 .176 .1611 - I
A Ult. @.174 2 L0147 .1740 .0600 il
N & Central @.08 ] .0524 .0800 i .0800 C.0422
B Clean Up (@,062 | 0202 L0280
South B @.078 L0427 1.0780 03208
C Zone @.,100 \ : .0590
Weiphed Average Grade .1 .176 .1758 .1740 L1124 .08 ,08 0714 .0707 .0780 .0910
Mined Ounces 31,152 62,233 61,596 39,790 28,320 28,320 25,276 |25,028 27,612 21,476 350,803
Recoverable 0Oz. @85% 26,479 52,898 52,35? 33,822 | 24,072 24,072 21,484 121,274 23,470 {18,255 »298,183
Cumulative Recoverable Ounces 26,479 79,371 131,734 1165,556 189,628 213,700 235,184 256,458 1279,928/298,183 |258,183
Plpgures between the bracketed lines

These

figures were used in calculating the
Welghted Average Grade, E ‘f'



PROJECTED NET SALES REVENUES
FOR ROYALTY ANALYSIS

JUNE 27, 1980

1985

YEAR 1980 1981 1982 © 1983 | 1984 | 1986 11987 1988 1989 1990 | TOTALS
; -0~ 26,479 52,898 52.,357" 33,822 24,072 | 24,072 |21,484 21,274 23,470 18,255 {298,183

Annual Ounces Recovered ' | .
Ounces Paid @99.6% 26,373 52,686 52,148 33,687 23,976 23,976 |21,398 | 21,189 | 23,376 -| 18,182 }296,991
Gross Sales @500. ($Mill) 13.186 26.343 26.074 16.844 | 11.988° '11.988 10.699 | 10.594 11.688 9.091 | 148.495
Refining Charge @85¢/oz . ' : '

‘ Shipping Charges 2000 per 10 day .035 071 071 . <7l 071 J71 | 071 071 071 047 .650
35.4 shipments per year ($Mill) ' ol B8 We WHwy e - e JE RN LY -
Ort Bned MRy Redaoiiods 0~ 13.128 | 26.227 | 25.958 | 16.744 | 11.897. | .11.897 [.10.610 |.10.505 | 11.597 | 9.028 | 147.501
($M1illion) . | _
Royalty Payment (S$Mill
Gas : ‘ .0133 .3938 .7900 | .3029 ' » 1.5
@27 _ - .3100 3349 .2379 .2379 s 2122 2101 ¢ .2319 .1806 1.9555
Cumulative Royalty ($Mill) .0133 L4071 1.1971 (1 1.8100 2.1449 |  2,3828 2.6207 | 2.8329| .3.0430 3.2749 3.455% 3.4555
Discount Factor @15% 1.0 .8696 .7561 | +6575 5718 4972 +4323 53799 «3269 2843 2472
Discounted Royalty .0133 3424 .60 . 4030 .1938 } w1183 .1028 .0797 .0687 .0659 0486 2.0325
@157% (8Mil11) :
Cum. Disc. Royalty .0133 g L «9557 1.3557 1.5525 1.6708 ;.7736 1.8533 1.9220 1.9879 2.0325  2.,0325
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BrROWN, LANE, CALONE 8 DUNCAN

A PARTNERSHIP INCLUDING PROFESSIONAL CORPORATIONS
NAT BROWN, JR,, INC. ATTORNEYS AT LAW WILLIAM H. DICK

FREEMAN D. LANE, INC. 942 N. HUNTER STREET ;i RETIRED
RICHARD S. CALONE, INC.
DENNIS J. DUNCAN, INC. STOCKTON, CALIFORNIA 95202
JOHN ROSTER (209) a64-4745
DANIEL C. LAMBERTSON
May 29, 1980

Mr. Jim McClaren Forbes
2275 Meuller Drive
Reno, Nevada 89509

RE: Pinson Mine
Dear Mr. Forbes:

Enclosed you will find legal descriptions on the transfer
of the mining patents and also the mineral interests and
references contained therein to the legal descriptions of
the mineral interests for your reference.

In addition I have discussed the outlining of your
proceeding to value those mineral interests based upon the
current ore body and discounted present worth method on
the potential recovery at a projected average price on the
minerals to be recovered. In addition, I believe it would
be appropriate to discount the value on a present worth
basis with an additional discount for contingencies to
reflect the expectancy of these mineral interests.

I would like to confirm that you are authorized to
proceed at the fee of $250.00 per day based upon your
estimate of completing the job within two to five days.

Please do not exceed this estimated budget without
prior written approval from this office. I also understand
that we will reimburse you for reasonable travel, meals
and lodging expenses.

If this is pursuant to your understanding of the matter
would you kindly sign the enclosed copy and return for my
file. 1In addition, we are hoping that you can hand something
to us preliminarily by June 15 with a complete report by the
end of June. Please advise if this timetable is inconvenient
or simply impossible to meet.

Very truly yours,
BROWN, LANE, CALONE & DUNCAN
RICHARD S. CALONE, INC.

RSC:bk
cc: George Murphy By

encl. ' Richard S. Calone, President
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J. McLAREN FORBES
Consulting Geologist

2275 MUELLER DRIVE
RENO, NEVADA 89509

TELEPHONE: AREA CODE 702 - 326 .1 545

Apri)l 1 1981

Mr., Putnam Livermore
care-Chickering & Gregory
23rd. Floor

3 Embarcadero Center

San Francisco, CA 94111

Sub ject: =-ESTIMATED PRODUCTION from the PINSON MINE,
1981 througn 1990.

This estimate of production at the Pinson Mine, for the

ten years of 1981 through 1990, is based on data furnished
by Donald M. Duncan, Manager at the Pinson Mine. The
information included a Pit Reserve Summary, as done by
Computer Method, of June 5, 1980, the assumed mining and
milling costs, as of June 5, 1980, as well as probable
charges relating to the refining and sale of doré bullion

to be produced. Royalty payments were based on a 3% royalty
for the first 31,500,500 of royalty and a continued royalty
at a rate of 2% thereafter.

From the above data, which undoubtedly will change as
mining progresses, the accompanying ESTIMATED PRODUCTION,
PINSON MINE, 1981 through 1990, was produced. In my con-
sidered opinion, this is as good an estimation as can be
made using the data at hand, at this point in time.

The Nevada Net Broceeds of Mines Tax, for the Golconda
Mining District, in Humboldt County, Nevada is 2.2003%

per 3100. Depletion was assumed to be 15% of net sales,
after royalty payments. The discounted present value was
calculated using tables given in Economie Evaluation and
Investment Decision Methods, by Franklin J, Stremole of
the Colorado School of Mines. No information was provided
to me which could be used for depreciation.

The price of gold used in this estimate was $500 per ounce.
I contacted several authorities, including the Mocota Metals
Corporation, as to their views regarding the future price

of gold. DNone of them would pake a prognostication.




As for the discounted present value, it seems that a discount
rate of no less than 20% is justified. The risk factor of
any mjning venture is always high, in the best of times.

It certainly increases under present day conditions with

the unstable price of gold, high inflation, and unpredictable
environmental impacts which could increase costs and have a
deterring effect on the operation as a whole.

Another factor which could conceivably change production
rates will be the operating capaclity of the mill, after
it has been well broken in. It often happens that mills
designed for a given tonnage can, if the metallurgy turns
out to be more favorable than expected, increase theilr
capacity by possibly 50%. Conversely, should the ore not
be as amenable to treatment as metallurgical tests have
indicated, then milling capacity might have to be reduced.

I believe that this project was well reasearched and designed,
but unexpected changes in ore type and/or metallurgical
problems as well as fluntuations of the price of gold could
well cause management to alter the dalily rate of production.

J.McLaren Forbes

Registered Geologist State of California #2336.
Registered Professional Engineer and Land Surveyor
State of New Mexico #991.



PROJECTED MINING RATE AND ANNUAL OUNCES RECOVERED

JUNE 27, 1980

FOR ROYALTY ANALYSIS

YEAR 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 . 1990 TOTAL
Mining Rate (T/Yr) 177,000 354,000 354,000| 354,000( 354,000 }354,000 [354,000 | 354,000 [354,000/236,000 |3,245,000
(A Stage) 1 177,000 324,000 | 501,000@.176=
' ] 88,176
(A Ult.) . 2 30,000 354,000 122,000 506,000@.174=
! 88,044
(N&CENTRAL)B3 232,000| 354,000 %345,000 187,000 1,127,000 @.08=
| 90,160
(B CleanUp) 4 167,000 | 160,000 327,000@.062=
! 20,274
(South B) 5 { 194,000 |354,000( 97,000 | 645,000@.100=
} : 13,900
(C Zone) 6 il 139,000 | 139,000@.100=
! 13,900
Cunulative Tonnage 177 .231 .885 1239 1.593 I|1.947 2.301 2 .655 3.009 34245 3.245
Millions A { -~
Diluted Mining Grades 4 =1
A Stage @.176 .176 . 1611 |
A Ult. @.174 I L0147 «1740 .0600
N & Central @.08 * .0524 .0800 1 .0800 L0422
B Clean Up @,062 ‘ .0292 .0280
South B @.078 .0427 .0780 .0320
C Zone @.100 | .0590
Weighed Average Grade .176 .1758 .1740 1124 .08 | .08 0714 .0707 .0780 .0910
Mined Ounces 31,152 62,233 61,596 39,790 28,320 || 28,320 25,276 | 25,028 276125128 ,476 350,803
Recoverable Oz. @85% 26,479 | 52,898 52,357 33,822 | 24,072 | 24,072 | 21,484 |21,274 [23,470 |18,255 [298,183
Cumulative Recoverable Ounces 26,479 79,377 131,734 |165,556 189,628 | 213,700 | 235,184| 256,458 |279,928:98,183 | 298,183
IXNOTE: Figures between the bracketed lines

are not always mining grades.

These

figures were used in'calculating the
Weighted Average Grade. % 2f’




AADLE 41

PROJECTED NET SALES REVENUES
FOR ROYALTY ANALYSIS

JUNE 27, 1980
YEAR , 1980 1981 1982 1983 1984 1985 1986 1987 1988 | 1989 [ 1990 TOTALS
i 26,479 | 52,898 | 52,357 | 33,822 | 24,072 | 24,072 |21,484 | 21,274 || 23,470 | 18,255 | 298,183
Annual Ounces Recovered |
Ounces Paid @99.6% 26,373 152,686 | 52,148 | 33,687 | 23,976 | 23,976 21,398 | 21,189 || 23,376 | 18,182 296,991
Gross Sales @500. ($Mill) 13.186 | 26.343 | 26.074 | 16.844 | 11,988 | 11.988 |10.699 | 10.594 | 11.688 | 9.091 | 148.495
Refining Charge @85¢/oz .023 . 045 .045 ".029 | .020 | . .020.| .o18 | . .o018 .020 016 | .254

Recover ($Mill)

Shipping Charges 2000 per 10 day .035 .071 - 071 .071 Q71 .071 .071 .071 | .071 047 .650
35.4 shipments per year ($Mill) wH Ry weallaR S casSimaLiER-i e WS SR T |

Net Sales After Deductions

e Ry -0 13.128 | 26.227 | 25.958 | 16.744 | 11.897. | 11.897 |10.610 | 10.505 |11.597 | 9.028 | 147.501
En T opeans S .0133 .3938 | .7900 |  .3029 1.5
s 23100 | 339 | .2379 | .2379 | .2122| .2101| .2319| .180d 1.9555
Cumulative Royalty (SMill) ;0133 4070 | LTS7T |80 |~ 21409 [ 2.3828 | 2.6207 | 2:6325| 3.0030 3.2749 | 3455 3.4553
Discount Factor @I5% 1.0 8696 | 7561|6575 | 5718 | 4972 | 4323 | .3759| 3269 2843 | 2472
Discounted Royalty -0133 3424 | .60 030 | 1938 1183 |  .1028| .0797| .0687| .0659 | 044§ Z.0375

@157 ($M111)

i

Cum. Disc. Royalty .0133 «3557 .9557 | 1.3557 1.5525 1.6708 1.7736 | 1.8533 1.922? 1.9879 2.0321 2.0325

|

|



BROWN, LANE, CALONE & DUNCAN

A PARTNERSHIP INCLUDING PROFESSIONAL CORPORATIONS
ATTORNEYS AT LAW
942 N. HUNTER STREET

STOCKTON, CALIFORNIA 95202

Jim McClaren Forbes
2275 Meuller Drive |
Reno, Nevada 89509
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W 37132 202745 11008

1 01/80 THRU 12780 58  AX

TERMS. PAYABLE WITHOUT DISCOUNT UPON RECEIPT OF
MONTHLY STATEMENT. PRICE AND AMOUNT INCLUDE ALL
APP{ICABLE FEDERAI.,STATE AND LOCALT, @/’

£

A

'8! 4 WCLAREW FORBES I EnnATIONALINE,
JI - ' ; . CCTYPE

= §F LL‘;‘? T/’L 2'7‘:3 RO 0 }f;\

; 6 : R - A st

‘ g ggg;gggggi F(A)g\ 4 4 6‘“4 80 ?3)1/7/{[ AUTHORIZATION
! § TOTORNIZON NV, TELEPH?NE CODE ‘
] “ !’ -
|2

w

o

2

Z

OivedsEiona

SHOULD THERE B8E A CHARGE THAT DID NOT
APPEAR ON YOUR BILL AT CHECK OUT TIME, IT

WilL APPEAR ABOVE iN THE SHADED BOXES.
Cardholder agrees to pay to the issuer of the present-
ed credit card the herein stated charges in accordance
with the agreement between cardholder and said issuer.

% - GUEST COPY

Ti

NOTICE TO BUYER: Do not sign before reading
4 this agreement or if any spaces intended for
1

agreed terms are left blank.
\ » i

THE UNDERSIGNED AGREES TO TERMS
AND CONDITIONS ON REVERSE SIDE

248 | 6481
PLEASE PRINT)
NAME MQ Lag‘e;« Fa’f‘ éie 5
ST Aoy e D

et FGsor

ADDRESS

EIFY &STATE

*
[zt 3
= ¥ F 3

REPRESENTING

MAKE OF CAR LICENSE NO. YEAR STATE REGISTERED
- — . ”
5(3"“1 Wf&fj’}’ ,«,,/f'“‘ /f
GUEST PAYMENT
PREFERENCE. — ] CASH CREDIT CARD D%THER

sncNATURE,\’M /V/ //‘/Z é
ROOMM :@?oom CHARGE 5-,294_0_@_
ARRIVAL é ‘;{”Fa

DATE TEX $05 A C/‘{/

NUMBER
OF-GLIESTS ! ‘Mis

RATE s2¢ OO0 T

NUMBER OF
DAYS CHARGED _I*TO AL AMOUNT $

RESERVE AHEAD FOR ANY TRAVELODGE
CALL TOLL FREE (800) 255-3050
IN CANADA CALL NEAREST TRAVELODGE

MOTELS & MOTOR HOTELS
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