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SCOPIMNG STUDY
For the Red Cloud Mine
Mariposa County, CA
YIELDS
GROSBS BEVENUE ESTIMATES
(100 Ton/Day Operation)

EXECUTIVE SUMMARY;

The Red Cloud mins is located i the NW-1/4 of Ssctlon 77, T2 5., R, 17E in Mariposa
County, CA. The mine was digcovered prior to 1880, 1GWs opeiations were not
wndertaken until 1893, The bulk of the production wag sefore 1895, The estimated
production during this period was 2 veported 51,500,000 {(~79.000 ouncesy based on a
gold price of $18.94/0z. Red Cloud Mine reports T9RT and 1992, and cited in
the section below report that the grade of materisl 1 1 ined stopes, ag back-fill on
the 100 through 500 levels cortain 1.8 ounce ver tan gold valn = material indeed
carries this grade of ore, then the mine should be profitable.

The vein at the Red Cloud mine is traceablo on the surfuce for more than 4,500 feet, and
suggests thete is potential to discover additional zoues of gold beazing mineralization
with grades and veln widths thal extend beyond the koown swlent of the vein
mineralization that had besn mined and developed.

Whitney & Whitney, e, (W&W) & Reno, Mevada consulilng Som specializing in
geology and mingral scotomics was contanted to review technizal dats and reports on the
property held by Red Cloud LLG, and o update the 1993 cust oxtimate (refirenced
below) to re-open the mine. WE&W organized & aife visit wilh the mine owners and
brought in Don Magorian, & miring engneer, and a leensed Califorua and Meveda
mining contractor for his expertise. Magorian commented that the property could support
g 100 — 200/ten per day operation, and conld be accessed by 4 10210 or 122127 ramp.

Magorian stated that driving a deeline would be cheaper then wying to refinbish the old
T00° shaft, The ramp could be drives at o ~15% grade amd 2 lenth of 3,199° is deeded o
reach the 6007 leval, Magorian reported that the cost to drive 8 103107 deeline 3,1907 45
$1,914,000 {3600 per fool) and would welude an addisional $175.000 for air, water and
slectdcal line at approximately 355 por foot for these wt . There wowd also be
additional costs for surface support facilities Gt wounld bring the cost of driving the

decline to approximately $2.1 millior.

The reports reviewsd by W&EW call for 2 100 ton per day mine sud mill. Undorbmatsly
all of the equipment specified in the reports is no longer onsite, and would have to be
replaced and serviced before the old estimates could be rsasouably npdated; thus the
estimated hisiorical eoste are no longer relevant and it may not be practical to replace the
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old equipment cﬁmﬁﬁaﬁwg today’s equipment prices. Prosmrement of mre processing
equipment for both gravity recovery and milling (i necessary) should be delayed until
bulk sampling and metallurgical testing bas bern completed and snalyzed in order to
optimize seleetion of erushing, sud grinding equipmeni, sud to détermine what percent of
gold can be recoversd using pravity son i d to deteimine what needs 1o be

e,
done to produce 4 concentrate that oan be trocked ol

a8

for relining.

The mpoits provided by Ned Clowd LLC, comteived references tp historicsl mine
production; and reported mine development and assays via mmfa‘ﬁ'ivﬁg cited by former
mine employees and operators. From m&: reports 1t was possibls fo make assumptions
based on reported assay grades, vein thicknesses; and phumed produstion rates (100 tons
per day) o estimate an awmual revenos that could be achieverd from the ming, The lack of
buik metallurgical test resulis and docuspented ore exteaction, processing and recovery
reports nging eqmpmem that is no longer ohsite makes i | mmdm Al 1o estimete 1eliable
mining and milling cosis, and to werk up & an operating schedule and cash flows in
advances of not having H?E:Lﬁwm pernits 1o simt sonstruction and wining, and fo have not
selected and procured processing equipment sized to support the mive plan,

Based on mining 100 tons per day, and woerking 230 days per vear with an average ore
grade of 0.30 ounces of gold per ton and a 5300 per ounce gold price, the mine would
produce an annusl revenue of 310,000,000 {(see page 6 for ather gasas),

TERMS

WEW was confacted in April, 2008, by Gloria Gewelke. ons of the owners of Red Cloud
LLC regarding the hiring of W&W to updaie the cost of re-opening the Red Cloud Mine,
which is located In Mariposs Coumty, California, and working up 2 schedule for
development. The previous cost estimanie (Denelopmental sdure mngd Costs Estimate
Reyort) had been prepared on April 11, 1992 by Gene F, Phillips (this veport way emailed
to W&W for review), The Phillips estimate ws’ prevared for Me Rickard Walker,
President of Auram Technologies ine. and Mr. Bay Schilber, vne of the ovmers of the
Red Cloud mijne. Awmm Technologies was invegtigaling the mw&,z&azwing of the mine and
Mr. Phillips managed Aurun’s operations and had also acquirsd a sublease cn the
property. Mr, Schilber continues (o have an ownershin erest it the mine which consists
of g patented clain, apd 5 unpatented claims,

W&W was also provided a December, 1987 afﬁymi o Red Clowd Gold Mine, Maeripesa
County, Califorrig by Yoog Sam Firn, PR thet dizcussed the geology, the mine, and
eopfained limited sseay reports amd wvarlgus resowes detprmingtions, and sn EM-16
geophysical survey conducted by W&W in 1962,

WEW grologist Mike Mapa reviewed the reports. contasted a mining engineer to assist
in the preparation of cost and scheduling estimates. The propmty was vigited on May 7
2008 with owners Don and (lora G?WL,;UE{Q and Hay Schilber. The moming enginest,
Don Magorian, of Magorian Mine Bervices of Aubymn, CA, 2 Californis and Nevada
licensed underground mining contractor was also present
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b The above reports are very general with respect fo mine site geology, assay values and

! locations. The report mentions 3 core holes. Ray Hehilber <on provide gmlnglmi Lore
togs and maps showing locations of the dell holes and .mu.‘ revation as 1o length, bearing,
' apd inclination of the core holes. These logs, maps, rzd»mm Al reporis in Mr
Scilber’s files that haven't been szen by W™ could be heloful in developing additional

gold resources.

I the average grade of the un-mived veit is greater than 1.0 opt zold, s reported on
pages 5-& on the section, Irw-ﬁmw Valye Estimation in Dr. Kiw's report then the Red
Cloud mine shonld provide & good rate of retum on the fvestinent, The idealized long
section in D, Eim’s report (refer to the Appendiz to see p modification of his section)
shows developed probable cre on either side m‘ shaft. These blocks of
developed ore are each 400" length along the vein which in the report has been assumed
to have a 3 fi. width. These blocks i the WEW mlpqn vva e designard as a 400 x 5327
ore panels and will include ore from the 100° level o the 5007 level (adjusted for the
inclined length of the vein). Bach panel will sontain 73,380 tons of ore if unbroken, At g
gold grade of approwimately 1.0 opt, (e sontained ore sonverts into appeoximately
74,000 ounces.

The idealized sections in Dr. Kim’s teport {identified tespectively as Figuss 92 & b for
Proven and Probable Ore) shows are over 800 feet of vein that bas been developed by
two shafts, by stopes, and 7 production and dwmng«mem dr Hasged on Dy, Kin's
" assessment, of the ming’s reported produsiion histery, g caleslations (shown on Iuis text
' pages 6 & 7, and reflectsd by Figure 11, g 4.500 foof Long *J 1w 1083 Beg rsm:u,) mdl;mte
that the Red Cloud Mine could contain an additional 5,330 :
per ton. Bt is probable that additional pold resources will be -e?h:«fa;:w@f@d. a'.h:v:ﬂg thas éhf‘?()ﬂf
feet of the vein that las been traced on the surface, but the lack of dovwmentsd sampling,
and drilling along this 4,500 ft of vein mineralization, prechudes 1 fom being classified
as Probable Cre as reported by D, B,

Additional gold resources could be present ag gold minerslization in siliceous wall rocks
‘ tied up within disseminsted sulfides. D, Kim's cajculations of reserves as previously
* noted on pages 6 & 7, paragraph #2. pags 6, described del) that had no recoverable

gold by fire assay, bui x-tay analysis ndicated the preses aold (average detectable

values »0.50 opt Au). Gold veluss that are not recoverable by fiue asvay may not be

economically recoverable. Metallurgical testing needs to be done.

If metallurgical testing determines that siceons ove conteining gold bearing suifides can

be treated economically. it may be waranted to aongider & 700 tor per day operation.

PROPOSED DEVELOPMENT PHASES:

The owners of the Red Cloud Mine are sixions to g2 the mine back nto operation, It
may take a few months 1o get the pecessary permits. Thus it i recommended that the
investors take advantags of this time for site preparation. This wenld melude slte surveys,
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! road improvemeits, fencing, buillding repeive and ssuurity systems and should consider
! tasls that will provide data that will minimize the Livestment risgk and provide data o
maxignize the retum on vestient. The suggested phases are

e Phase 1: Geology. If no surface disturbance opcurs, no peomitiing s required, Surface
; sampling and mapping could be conducted to assesy the mbuecal potential on the
! unpatented claims, At a miidnuss, the previcugly drilled core holes should be plotted 1o
detsrming the vein position at depth to “fix™ the lovarion o the vein in order to facilitate
tocation of the decline to optimize the distance of erose puts from the remp to the vein.

o Phase 2: Bubinit Mariposa County miring pérrit and reclamation plas
Phase 3. Construct Ramp (10x10” operdng by 3,190 of length,

Phase 4: Select, locats, buy mine and processing squivment; s matall, Phase 4
can riun eancurrently with Phase 3.

& Phase 5: Pre-production Tasks & Mine Developrant.

BEVELOPMENT ASSUMPIIONS:

The fﬁlﬁ@mng development sssummpiions ave based on g limited knowledge of some of the
mines in the afes of the south end of the Mother Lode rend; particular ]l} the | larger Sutter
. {3old Mine in Amador County. These asswnptions are:

- Gold cccurs as free milling coarse gold, recoverable by modern pravity or
flotation methods.

- A 100 ton/day operation, working 5 days per week (250 days/vear).

- Equipiment costs to be based on new squipment rrices,

- Mine 1o be acoessed by a 1010’ decline driven to the 8007 Jevel {3,150")

! - Rock going to the mall bas an averape work ndex for the ares, ?}utt naeds

o be confirmed,

- 20% gold recovery.

- Minimum ore grade of 0.45 OFT goid at 2% recovery before dilition,

- Dilution of no mors than 25 - 30%

= Competent rock, fmquurmg little timbet support for mi Ring.

- Vein width averaging S-feet—very critical.

- Suitable tallings area can be Incated for the 22,000 tons of rarmy waste and

tailings from minkng 75,000 tons of ore over 3 years.

NOTE: The cost to complete a ramp 1o the 800 foot level with air, water and
slectticity justalled by the remp contractor is approximately 371 million. An office
foor ramp supervision, company perzoonsl, aloby with a shervrer and change room for
miners will be an additional cost. The time o dive the remp fo tolal depth is,
approwimately nine i twelve months at 13-feet per dey.
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Driving a 538" opening, 100" slong the vein at the 300 Jevel (A-B tuen) could provide
sarly production (~275 tons of ore that can be slipped after sdding & 10% moisture
factor). Diilling of long-heles (percussion drilling) slong the vein S panning of the
cuttings and assuys cowld be an inexpensive way ¢ i the grade of the vein af
vartons locations slong the ramp. :

If high-grade l-ounce per ton ore is epcountsred i the pwospest drift, continus
drilling and develop a stope to mine several hundred tuns of ore o be shipped to
Newmont in Nevada. Afler applying a 90% recovery fictor the value of the shipped
275 tons @ 1 OPT gold times recovery of 90% by Mevnnont = ~250 ounces.

At the 3007 level, after drilling and assaving, a decigion could be made whereby the
prospect ¢an be evalusted for addional investment, abandonmeant, salefarm-out to
recover inftial investment and 2 carded partichpation (40%:7) i the develomment of
the. mine or continuation of the ramg to fotal depth.

At the 400° level, the ramp will be g shert distance (30"7) Bom the ore pansl. A short
drive to the vein could provide another bulk sample for metallucgical testing,

i gathering bulle samples by
1 is important for making
and milling equipment; and
arly cash fow.

(Obtaining samples for metallurgical testing by drilling an
driving prospect drifts concurent with driving the dec
decisions regarding the selection of 'm"‘nmg, grinding,
the shipping of bulk samples for processing could visld &

GROSS REVENUE CASES:

Three Red Cloud Mine revenne models cited below es Casas 4, &, and O are
presented below to demnstrate hiow much revenue emdd be p :LJA o ey
placing the mine ingo production according o the following F&Q&E»LLIERIL?UQZM'..

1. Eecoverable Ore—1ht by b p@ﬂﬁ]bﬁs" 1o develop up to | million ton
along the 4,5007 of vein length with sucessstiul ﬁr;;_;:rﬂ‘ﬂmm,mn alome ver
strike and to depih.

2, Mill Head Grade — Gold — ¥ oz/Ton Average
3. Mmmg Rate — 100 Toms Per Day — 250 daya/vear = 25,000 Tone/ Y

4. Mine Life~Up to 28 years (625,000 Tong at 25,000 Toow ¥

Dre Grade: {ase A Clage B l Cane T
~0.50 gpt Gold ]
| Price/Ounce $600/Cunce Mﬁ@awume _______ 1 31000/0unce

Ore Value $300/Ten |  $400/Tom |

Daily Reverme $30000 | 8400006 |

Ammal Reveque | 57,500,000 | 10000006 | %
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