Element of Success. Company, remote town bank on little known metal
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McDERMITT — An obscure metd that mdts in the
hand and holds far-reaching economic promise awaits| |
extraction from an abandoned mercury mine Ste near
the Nevada- Oregon border.

The metd is gdlium, an dement used manly in cdl
phone drcuitry but whose vadue in high-tech and
medica applicationsis Hill emerging.

While its name lacks the dlure of gold, the man med
of Nevada mining, it conjures visons of bonanza for its

Robert Carrington, right,

pursuers, who are consdering opening what would be Oof Cold Canyvon
tmworld’sonly gd“um mlre Resources, holds a rock

he says contains the
element gallium at the
site of a forrmer mercury

“It could put Nevada in the forefront of something other mine outside McbDermitt.
. . . On the left is Sam
than just gold,” sad Robet Carington, a Reno Nunnemaker, a Carson
- City geologist. - Marilyn
geologist. Newton/RGJ

Carington dso is chief executive officer of Gold
Canyon Resources, a tiny exploration company that is

sudying rock samples taken a the Ste of the old |
Cordero mercury mine. !

“It's promigng. It's one of those eements that has specid properties not easily maiched by other eements”
said Nathan Tewdt, a Washington state geologist who took the first samples of the rust-colored rock.

Canada-based Gold Canyon, with a subsidiary incorporated in Nevada, has a lease agreement on the 1,800-
acre property, and a Reno lab is doing meta lurgy tedts.

If dl goes wel, Gold Canyon could give the go-ahead for production by early 2003 with initid digging two
to three years later, Carrington said.

“There are extremdy high levels of gdlium there” he said. “Once we figure out how much we can get out
and & what codt, that will guide our future.”

A town’shopesrise

The Nevada Divison of Mines has confirmed that Gold Canyon has made initid inquiries into the
permitting process.

Additiondly, word has spread in nearby McDermitt, this tiny outpost on U.S. Highway 95 at the Oregon

line where a gdlium mine could employ up to 75 people and rguvenate the locd economy. The area lost
dozens of jobs aswdll as mine-related tax revenues after the mercury mines shut down a decade ago.
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“We know what it's like with no mine around here” said Todd Murrah, asssant generd manager of the
Say When Bar Café and Casino. “We have to watch for the cars going by.”

For four years, Humboldt County has watched its mining-dependent economy sag with the gold market.

Obsarvers, citing the county’s net loss of 1,100 mining jobs, including nearly 200 when the Getchell gold
mine cosed two months ago, see agdlium mine as nothing but postive.

“Eighty percent of our minerd revenues are from gold,” sad Russ Fidds of the Nevada Mining
Association. “Anything to diversfy would be an important thing.”

The casefor Nevada

The gdlium mine would be Gold Canyon's fird revenue-generating venture, and with a green light from his
board of directors, Carrington would begin raising capita to cover sart-up codts.

He admits it's a gamble. But he points out factors that could propel Gold Canyon onto Nevada's — and the
world's— mining Sage:

0 There is no U.S. production and no existing mine on Earth dedicated solely to gdlium. It comes only as a
byproduct of duminum and zinc processng.

o Gdlium is widdy found in trace amounts, up to 30 parts per million, but is rarer in higher concentrations,
notably 400 parts per million, found at an elevation of 4,779 feet near McDermitt.

0 Mog of the world's gdlium comes from Russa, Japan and Europe, according to the U.S. Geologica
Survey, dthough two U.S. companies refine gdlium from scrap and other sources at plants in Utah and
Oklahoma.

0 The needs for gdlium are expanding. Besides its minute presence in cdl phones, gdlium compounds are
being developed in the medical care, aerospace and energy-saving LED lighting indudtries.

Gdlium arsenide solar cdls make up new solar pands put on the Hubble telescope by space shuttle
agtronauts a month ago.

o U.S. gdlium imports rose to $18.4 million in 2000, according to the geologicd survey, a 76 percent
increase over the previous year.

The bottom line

Carington's biggest gamble comes in price. There is no commodities market for gdlium, cassfied as an
exotic metd, asthereisfor precious metas like gold and Slver.

“So what's the price of gdlium?’ Carington sad. “Whatever you can get for it. Every sde is negotiated.
It's nearly impossible to figure out what the going rate is. It'savery fluid number.”

To that end, the price in the past year has been as high as $70 per ounce, but with the tech industry collapse
it has falen to $32 for an ounce of 99.99 percent pure gdlium, according to industry sources. The price
reportedly can double for chip-grade galium, rated at 99.9999 percent or higher.

That easly tops silver’ srate of about $4.60 an ounce but is far short of gold’'s $300 range.
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Stll, Carington, whose company would pay roydties on mine proceeds to Tewat and other property
owners, is cautioudy confident.

“We have found extremdy high leves of gdlium,” he sad. “Were 4ill a ways away from a production
decison. But this would be the only gdlium mine in the world, and by 2008, the world demand will be
triple the 120 metric tons of last year.”

He envisons a 15 to 20-year life for the mine. Production costs per ounce will be paramount when Gold
Canyon consders what it would take to extract the gdlium, process it and serd it off for further refining, as
istypicaly done with gold mined in Nevada

Skepticism abounds

Carington sad the company is consdering two extraction methods smilar to gold mining techniques. hesp
leaching and, more likdy, milling.

At least one mine, in Utah, tried gdlium mining in the 1980s but failed, sad Debbie Kramer of the U.S.
Geologica Survey in Washington, D.C.

“The problem is, you have to devise a whole new processing scheme,” she said. “No one in recent years has
gotten a process to work commercidly. It will be achdlenge. That's not to say they can't do it.”

Therés deegper skepticism & Recgpture Meds Inc, a privatdy owned gdlium recycing facility in
Blanding, Utah, near the Colorado border.

“We've read about Gold Canyon,” said Duane Lyman, genera manager. “Our impresson is they don't
know what they’ re doing.

“A number of years ago, a company went to Audrdia to make a killing with an extraction process designed
for 40 to 50 tons ayear. The entire world consumption was 35 tons. They had to shut down.

“Theré' s not the demand yet. Yeah, you might be in a postion five years from now,” Lyman sad. “But how
do you get by in the meantime?’

A ‘cool’ metal
In pure form, gdlium, firg discovered in France in 1875, has a silvery, duminum:-like appearance.
“It'scoal, avery pretty metal,” Lyman said.

Hold solid gdlium in your hand and the skin temperature mdts it into a mercury-like condstency. But
unlike mercury, experts say, galium is not toxic and won't absorb into the body.

“It certainly isadifferent kind of metd,” Kramer said.

Once a laboratory curiogty, gdlium mets a about 86 degrees Fahrenheit and boils at 4,357 degrees
Fahrenhet, the broadest range of any known metd, according to Carrington.

For years, it has been held up as a potentialy mammoth market yet to prove itsdf, Kramer said.

“Gdlium is a metd of the future and dways will be” she sad. “They're dways promiang huge growth
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rates for galium, but it's aways competing with something ese, especidly in high tech.”

To wit: She sad the gdlium market spiked in early 2001 when tech markets and other industries worried
there was not enough supply.

“I was having people cal me, big consumers, asking if | knew where they could get some,” Kramer said.
Then came last year’ s economic collapse, and the price fell back with reduced demand.

“It got insane, but now it's dropped,” Lyman said. “No one' s out there buying alot of it yet.”

So far, so good

That hasn't stopped Carrington from pursuing tests on samples from the Cordero site.

Early results are postive, sadd Dan Kappes, president of Kappes, Cassiday & Associates in Reno, where lab
studies began this month.

“It's promisng, but it's early,” Kappes sad of the metdlurgicd andyses tha will teke sx months to
complete.

Carrington estimates that gdlium demand will grow 20 percent to 50 percent in the next five to seven years.
That will be driven, he sad, by the growing fidd of light-emitting diodes — or LEDs, which use less than
one-quarter the energy of an incandescent bulb — and sudies into medica care applications, including the
treatment of neurological disorders and detection of certain cancers.

Theroad ahead

Kramer said U.S. gdlium imports are mosily in the form of gdlium arsenide wafers for high-tech use.

“We wouldn't have wireless today without gdlium,” Carrington said.

The firgt round of metdlurgicd tests is costing Gold Canyon Resources about $50,000, Carrington said. He
edimates it will take about $95 million for condruction, vehicles, water and other necessities to get
production up and running.

Carrington said the heavily regulated mining industry typicaly requires up to 200 permits for such issues as
ar qudity, pallution control and land reclamation.

“I'm quite confident, with the dudies we're doing, well show we can extract gdlium on an economic
bass” hesad. “Wejust don't have the scientific documentation yet that proves we can.

“You limp aong, looking for big projects. This is a very smdl company that's got a hold of a very hig
project.”
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