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1.0 SUMMARY

The Chang Shan Hao (CSH) Gold Project, also known as the CSH 217 Gold Project
or the 217 Project, is located in Inner Mongolia, Peoples Republic of China approximately
650 kilometers northwest of Beijing and 126 Kilometers north-westerly from the city of
Baotou.

The CSH Gold Project is operated by the Ningxia Pacific Mining Co Ltd (NPM). NPM
is a Sino-foreign joint venture between Jinshan Gold Mines Inc. (Jinshan) of Canada and
Brigade 217 of the Northwest Geological Bureau of the China National Nuclear Corporation
(CNNC). Jinshan and Ivanhoe Mines Ltd. (Ilvanhoe) are currently investigating the property
under a 50-50 joint venture agreement and collectively have a 96.5 percent interest in the
property. On 7 September 2005 Jinshan and Ivanhoe entered into an agreement-in-
principle which provides that Jinshan will acquire lvanhoe's interest in a number of joint
venture projects including the CSH Project, in consideration for the issuance to Ivanhoe of
a number of Jinshan shares. This transaction is scheduled to close in late 2005. Two
additional payments of US$ 1 million are payable to CNNC. US$ 1 million is to be paid
when a decision to start construction is made. The second US$ 1 million payment is due 30
days following commencement of commercial mining operations.

Jinshan has engaged K D Engineering (KDE), an independent engineering firm
located in Tucson, Arizona, to prepare an initial development study of the CSH Gold
Project. The KDE study was prepared to a pre-feasibility standard pursuant to Canada's
National Instrument 43-101 and was based on the following:

=  Two site visits conducted in March and June 2005

= Geological and mining estimates completed by Mr. Mario Rossi and Mr. John
Nilsson, qualified persons retained by Jinshan

= Site cost estimates for infrastructure completed by Beijing General Institute of
Mining and Metallurgy (BGRIMM), a major Chinese engineering firm.

= Heap leach facility design and cost estimates completed by Golder Associates,
an independent engineering firm retained by KDE. Mr. Russell Browne was the
qualified geotechnical engineer responsible for this aspect of the study.

= Consumable cost estimates provided by BGRIMM

= Chinese labor cost estimates provided by the Jinshan staff

= Metallurgical test results from previous investigations and available results from

the ongoing column leach tests being performed in China under the supervision
of METCON Research, a United States based metallurgical testing organization.

K D Engineering Document No. Q382-02-028.01R1 19 October 2005
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= Engineering design and equipment lists for the processing plant and a 20,000
tonne per day crushing plant developed by KDE. The responsible person for this
part of the study was Mr. Joseph M. Keane.

= KDE examined the results of an ongoing pilot test program being conducted at
the mine site. Run-of-mine oxide (weathered) ore was under leach for 112 days
as of 6 October 2005 and 19,960 grams of gold have been extracted from the
47,800 tonne heap indicating a gold extraction of 64.6 percent. A 57,000 tonne
sample of the same material was passed through a primary crusher and has
been under leach for 101 days as of 6 October 2005. Gold extraction is
estimated at 63.6 percent yielding 21,420 grams of recovered gold.

Mineral resources at the CSH Gold Project have been estimated by Mr. Mario E.

Rossi. The total mineral resources at various grades are noted below:
Table 1.1
Total CSH Gold Project Mineral Resource
Measured Indicated Measured+Indicated Inferred
Au Au Au Million Au Million
Cutoff| Mt Grade | Tons | Grade | Tons | Grade | Ounces Tons | Grade | Ounces
| (glt) (g/t) [(x1000)| (g/t) |[(x1000)| (g/t) Au (x1000) | (g/t) Au
0.3 224 0.75 82.3 0.74 104.7 0.73 2.46 52.4 0.74 1.25
0.4 20.7 0.78 76.5 0.76 97.2 0.76 2.38 42.9 0.83 1.14
0.5 17.6 0.84 65.0 0.81 82.7 0.82 2.18 36.5 0.89 1.04
0.6 13.7 0.92 50.4 0.88 64.1 0.89 1.83 314 0.95 0.96
0.7 10.3 1.01 37.3 0.97 47.7 0.98 1.50 24.6 1.03 0.81
0.8 7.7 1.10 26.9 1.05 34.6 1.06 1.18 19.8 1.10 0.70
0.9 5.7 1.19 18.6 1.14 24.3 1.16 0.91 14.7 1.19 0.56
1.0 4.1 1.28 12.6 1.24 16.8 1.25 0.68 10.0 1.30 0.42
It should be noted that the economic evaluation developed herein excludes inferred
resources.

Based on the mineral resources calculated, estimated pit slopes, gold recovery from

column testing, and operating cost estimates made for this study, the following mine
production schedule was produced by Nilsson Mine Services.
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Table 1.2
Mine Production Schedule
Period 1 2 3 4 5 6 7 8 Total

Mine Production
Weathered Leach ROM t x 1000 7,080.0 5,774.9 12,855

Gold Grade g/t 0.71 0.74 0.73
Fresh Leach ROM t x 1000 20.0 1,325.1 1,345.1

Gold Grade g/t 0.80 0.75 0.75
Total Leach ROM t x 1000 7,100.0 7,100.0 - - - - - - 14,200.0

Gold Grade g/t 0.72 0.75 - - - - - - 0.73
Weathered Leach Crushed t x 1000 2,469.9 1,285.7 32.8 - 229.8 310.1 4,328.3

Gold Grade g/t 0.72 0.70 0.67 - 0.82 0.71 0.72
Fresh Leach Crushed t x 1000 4,630.1 5,814.3 7,067.2 | 7,100.0 | 6,870.2 | 2,267.5 33,749.4

Gold Grade g/t 0.79 0.73 0.68 0.75 0.91 0.82 0.78
Total Crushed Ore t x 1000 7,100.0 7,100.0 7,100.0 7,100.0 7,100.0 | 2,577.7 38,077.7

Gold Grade g/t - - 0.77 0.73 0.68 0.75 0.91 0.81 0.77
Combined Ore Production tx 1000 7,100.0 7,100.0 7,100.0 7,100.0 7,100.0 | 7,100.0 | 7,100.0 | 2,577.7 52,277.7

Gold Grade g/t 0.72 0.75 0.77 0.73 0.68 0.75 0.91 0.81 0.76
Waste t x 1000 10,7511 11,184.4 11,207.2 7,445.2 4,615.3 | 2,821.7 1,199.0 863.5 50,087.4
Total Material t x 1000 17,8511 18,284.4 18,307.2 | 14,545.2 | 11,715.3 | 9,921.7 | 8,299.0 | 3,441.2 | 101,019.9

The mine plan and production schedule were developed in August 2005 based on
drilling completed through 2004 and a gold price of US$ 400 per ounce. The gold recovery
estimates used for the mine plan were based on the METCON Research column test
results through August 2005 and ongoing ROM and crushed ore pilot heap results.

The project as presented in this development report document involves an open pit
gold mine and heap leach operation to process a relatively large tonnage of low grade
material. Mining will be by a local contract mining company or companies for the life of the
project. As indicated in Table 1.2, the planned ore production rate is 7.1 million tonnes per
year for just over seven years. Peak material movement (ore plus waste) is 18.3 million
tonnes per year during the first three years of operation. During the first two years of
operation it is planned that Run-of-Mine (ROM) oxidized ore will be trucked directly to the
leach pad. A crushing plant required to efficiently process the fresh or sulfide ore that
becomes available after production year two, will be constructed during the first two years
of operation.

Capital costs for the project were estimated by KDE based on the study completed
by BGRIMM coupled with an independent assessment of the leach pad, gold recovery plant
and crushing facility. KDE used BGRIMM's costs for the infrastructure and other in country
costs. KDE provided flowsheets and process equipment lists as a basis for the plant capital
cost estimate.

It is anticipated that capital expenditures for the CSH Gold Project will occur in two
phases. Since oxidized ore will be treated at the run-of-mine size distribution, the initial
capital costs will be associated with development of the initial stage of the leach pad and
the processing plant together with all required infrastructure. The following Table 1.3
presents the initial construction costs.
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Table 1.3
INITIAL CONSTRUCTION COSTS
Plant Equipment Contracts & Material TOTAL
Item Us$ Us$ Us$
DIRECT COST
Land Acquisition - 459,000 459,000
Infrastructure 921,000 4,841,100 5,762,100
Mining - 1,920,300 1,920,300
Heap Leach Pad & Ponds 31,500 7,941,800 7,973,300
Processing Plant 4,152,800 1,169,200 5,322,000
Direct Cost 5,105,300 16,331,400 21,436,700
INDIRECT COST
Feasibility & Detail Engineering - 1,987,500 1,987,500
Procurement - 160,000 160,000
Construction Management - 1,097,800 1,097,800
Field Office Expense & Construction Support - 226,956 226,956
Commissioning & Training - 186,200 186,200
Initial Fill (1.5% of Direct Costs) - 321,600 321,600
Startup - 55,000 55,000
Mobile Equipment - 338,000 338,000
Spare Parts (5% of Equipment Cost) - 255,300 255,300
Owners Cost (5 % of Direct Cost ) - 1,071,800 1,071,800
Indirect Cost - 5,700,156 5,700,156
Initial Direct & Indirect Costs 5,105,300 22,031,556 27,136,856
Contingency 17% 867,901 3,745,365 4,613,266
TOTAL INITIAL PROJECT COST 5,973,201 25,776,921 31,750,122

The preceding tabulation indicates that the initial expenditure to commence
operations is US$ 31.8 million.

Metallurgical testwork has indicated that the sulfide, or fresh, ore will require size
reduction by crushing in order to optimize gold extraction. It is anticipated that this crush
size will be 100 percent passing 12 millimeters or 80 percent passing 8 millimeters. In order
to accomplish this size reduction task at a throughput of 20,000 tonnes per day, a modern
crushing circuit using 800 horsepower secondary and tertiary crushers has been specified.
The capital cost for this crushing facility together with required mining equipment and the
necessary leach pad expansion is given in the following Table 1.4.

K D Engineering
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Table 1.4
FUTURE SUSTAINING CONSTRUCTION COSTS
Plant Equipment Contracts & Material TOTAL
Item Us$ Us$ Us$
DIRECT COSTS
Infrastructure - - -
Mining 56,500 63,500 120,000
Heap Leach Pad & Ponds 31,500 5,078,300 5,109,800
Crushing Plant 6,455,000 3,480,200 9,935,200
Sustaining Direct Cost 6,543,000 8,622,000 15,165,000
INDIRECT COSTS
Feasibility & Detail Engineering - 973,500 973,500
Procurement - 85,600 85,600
Construction Management - 900,800 900,800
Field Office Expense & Construction Support - 178,016 178,016
Commissioning & Training - 144,500 144,500
Initial Fill (1.5% of Direct Costs) - 227,500 227,500
Startup - 157,100 157,100
Mobile Equipment - 139,000 139,000
Spare Parts (5% of Equipment Cost) - 298,700 298,700
Owners Cost ( 3% of Direct Cost ) - 455,000 455,000
Sustaining Indirect Cost - 3,559,716 3,559,716
Sustaining Direct & Indirect Costs 6,543,000 12,181,716 18,724,716
Contingency 17% 1,112,310 2,070,892 3,183,202
TOTAL SUSTAINING PROJECT COST 7,655,310 14,252,608 | 21,907,918

The preceding table indicates that the cost expenditure required to purchase mining
equipment, expand the leach pad, and install a crushing plant during the first two years of

operation will be US$ 21.9 million.

The following Table 1.5 presents an estimate of total capital expenditures for the

complete project.

Table 1.5

TOTAL INITIAL AND FUTURE SUSTAINING PROJECT COSTS

Plant Contracts &
Equipment Material TOTAL
ltem Us$ Us$ USs$
Total Initial Project Cost 5,973,201 25,776,921 31,750,122
Total Sustaining Project Cost 7,655,310 14,252,608 21,907,918
TOTAL INITIAL AND FUTURE SUSTAINING PROJECT COSTS 53,658,040

The preceding tabulation indicates that a total project expenditure of US$ 53.7
million will be required to process both oxide and sulfide ores at the CSH Gold Projectin an
environmentally sound and metallurgically appropriate fashion.

Operating costs are detailed in the financial analysis section of this report. Cash

operating costs are summarized in the following Table 1.6.

K D Engineering
KDE FORM No. A263a-7/12/99

Document No. Q382-02-028.01R1

19 October 2005




CSH Gold Project - Mine Engineering and Development Study

Page 6

Table 1.6
Cash Operating Cost
Item US$/Tonne Ore RMB/Tonne Ore
Mining 2.23 18.06
Processing 1.16 9.40
G&A 0.55 4.52
Total 3.94 31.98

The estimated cash operating cost for the CSH Gold Project is US$ 3.94 per tonne.
Using a foreign exchange of 8.1 Yuan per US Dollar gives a cash operating cost of 31.98

Yuan per tonne of ore treated.

Nilsson Mine Services has provided an economic analysis spreadsheet which is
made part of this report. The following Table 1.7 summarizes the net present value and
calculated internal rate of return based on the capital and operating cost estimates given
above and a gold price of US$ 400 per ounce.

Table 1.7
Pre-Tax Net Percent Value
US$ 400 per Ounce
Discount NPV
Rate % US$ x 1000
0 103,009
5 62,267
10 37,432
15 21,474
20 11,172
Calc IRR 30.0%

A sensitivity analysis was also conducted and is represented by the following

Figure 1.1.
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Figure 1.1 - Chang Shan Hoa Gold Project 20,000 tpd Pre-Tax Sensitivity IRR
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The preceding graph indicates that the project economics are very sensitive to the
gold price and somewhat less sensitive to changes in capital and operating costs. For
example, the price for gold in August 2005 was approximately US$ 440 per ounce. If that
gold price is used in the economic analysis, the economics of the project change as follows.

Table 1.8
Pre-Tax Net Percent Value
US$ 440 per Ounce
Discount NPV
Rate % US$ x 1000
0 140,205
5 89,491
10 52,452
15 36,718
20 23,023
Calc IRR 40.5%

The preceding tabulation indicates that using the August 2005 price of gold
increases the project internal rate of return to 40.5 percent.

Based upon the information contained herein, KDE recommends that Jinshan
proceeds with the project. Efforts could be undertaken to crush the pad over liner material
and transport silty material to the pad site in preparation for pad construction. It should be
noted that the lead time for the delivery of crushing equipment is currently in excess of 12
months. Consequently, a purchase selection decision regarding the crushing plant
equipment assemblage should be made some time in late 2006.

K D Engineering Document No. Q382-02-028.01R1 19 October 2005
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2.0 INTRODUCTION AND TERMS OF REFERENCE

Jinshan Gold Mines has commissioned K D Engineering Co., Inc. (KDE) of Tucson,
Arizona to provide a development study for the CSH Gold Project located in the Nei Mongol
Autonomous Region of Northern China. Contributions to this report were made by a
number of organizations and individuals. Mr. Joseph M. Keane, P.E. has overall
responsibility for the report contents except for contributions noted below. Mr. Keane visited
the property on 1 to 4 April 2005 and 7 to 9 June 2005.

Geological contributions to the development study were made by Mr. Mario E. Rossi,
MSc. Min. Eng. of Geosystems International, Inc. in Delray Beach, Florida and he was
responsible for Sections 16.1 through 16.3. Mr. Rossi visited the property during the period
6 to 8 July 2004.

Efforts associated with mining engineering and project economics were provided by
Mr. John W. Nilsson, P. Eng. of Nilsson Mine Services Limited of Pitt Meadows, British
Columbia, Canada. Mr. Nilsson developed Section 17.0 and the economic evaluation
spreadsheet used in Section 22.0. Mr. Nilsson visited the property on 22 to 24 October
2004 and 7 to 9 June 2005.

Mr. Russell Browne, P.E. of Golder Associates was responsible for the geotechnical
work associated with the design of the leach pad and solution reservoirs as given in Section
18.0, Appendix 2, and Appendix 8. Mr. Browne visited the property 1 to 4 April 2005 and 10
through 12 June 2005.

Additional important contributions to the report were provided by KDE personnel and
those employed by Jinshan Mines, in particular, Paul Blair, Hu Long, James Lincoln, and
Steve McMullan.

During the study, the exchange rate of the RMB (the RMB or Remnimbi is also
known as the yuan) to the US$ has fluctuated slightly. The rate used in this study ranged
from 8.1 to 8.2 RMB per one USS$.

K D Engineering Document No. Q382-02-028.01R1 19 October 2005
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3.0 DISCLAIMER

No Disclaimer Statement was necessary for the preparation of this report.

K D Engineering Document No. Q382-02-028.01R1 19 October 2005
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4.0 PROPERTY DESCRIPTION AND LOCATION

The CSH Gold Project (formerly known as the 217 Project) covers an area of 35.93
square kilometers in the Nei Mongol Autonomous Region of northern China. The property is
held by a single Exploration Permit (No. 0100000220028) centered at latitude 41°40'North,
longitude 109°14'East. The present permit, issued to the Ningxia Pacific Mining Co. Ltd. in
Yinchuan, is valid until 3 August 2006 and can be renewed by payment of bi-annual rental
fees thereafter. Surface rights for mining purposes are not included in the Permit but can be
acquired for a purchase price based on negotiations with the land owner and county
government.

Ningxia Pacific Minerals Co. Ltd., a fully licensed joint venture company; has been
formed between Jinshan Gold Mines Inc. (96.5 percent) and Brigade 217 of the Northwest
Geological Bureau of the China National Nuclear Corporation (3.5 percent), who will
receive two additional payments of US$ 1 million. The first payment is required when a
decision to start construction is made and the second payment is to be made 30 days
following commencement of commercial mining operations. All property work is being
carried out through Ningxia Pacific. Ivanhoe is currently a 50-50 joint partner in Jinshan's
interest in the CSH Project; however Ivanhoe and Jinshan have entered into an agreement-
in-principle where by Jinshan will acquire lvanhoe's interest in exchange for the issuance to
Ivanhoe of a number of Jinshan shares. This transaction is scheduled to close by the end
of 2005.

The existing Exploration Permit gives Ningxia Pacific the right to carry out all
exploration work currently contemplated. The Exploration Permit concession has not been
legally surveyed. A permit was acquired in 2004 to mine up to 100,000 tonnes of ore for
process testing purposes. Ningxia Pacific is in the process of acquiring a Mining Permit for
a major open pit, heap leach mine.

Unlicensed mining on the CSH 217 site by Brigade 208 of the Northwest Geological
Bureau of the China National Nuclear Corporation (CNNC) has been conducted on an on-
and-off basis since 1997. This has been undertaken with the apparent knowledge and tacit
agreement of various local government and provincial agencies. This mining activity has
largely been confined to the Southwest Zone of the CSH Gold Project, and occurred in two
distinct periods: 1997-1999 and 2002-early 2004. It is estimated that approximately 360,000
tonnes have been mined from shallow open pits and leached on pads at three different
facilities. It is estimated that about 6,000 ounces of gold may have been recovered from
these operations over the last five to six years. Although these operations are significant in
terms of the scale of operations relative to typical artisan mining operations, the effect on
the CSH Gold Project as currently outlined is not material.

There are no recognized environmental problems that might preclude or inhibit
mining operations in this area; although given the past mining activities; environmental
baseline studies are underway to clearly identify potential environmental issues. The
potential consequences of the four types of previous mining activity described in greater
detail in Section 6 are:

K D Engineering Document No. Q382-02-028.01R1 19 October 2005
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Alluvial placer mining of alluvial sediments in the Chang Shan Hao drainage and
Mélange River resulted in considerable disturbance of the natural flow of the ephemeral
rivers, increased water loss through increased evaporation, and possibly metals and salt
pollution of groundwater by disturbance of the sediments. This is currently being evaluated.

Artisan mining activity in small pits and workings within the Northeast Zone was
limited to shallow (less than 10 meter depth) excavations by hand to mine free gold in oxide
ore. This work created limited disturbance of soil and vegetation within the planned pit
excavation. Thus, its environmental impact will be negligible.

Large scale mining and heap leaching by Brigade 208 on the Southwest Zone may
have a significant environmental impact as the mining practices likely did not meet Chinese
regulations. Mining by Brigade 208 is illegal according to the 1988 Mines Act. Jinshan could
possibly inherit liability for the Brigade 208 mining activities. Jinshan will assess the
situation and consider this possibility in its environmental plan for the site.

Test mining by Brigade 217 on the Northeast Zone constructed five small test heap
leach pads for a total of approximately 30,000 tonnes of mined ore. Leach pads were
constructed according to applicable Chinese regulations for the time period (1995 - 1997)
including an HDPE membrane and surrounding drainage catchments ditches. These test
leach pads are within the expected excavation area for the Northeast Zone so there will be
no long-term environmental impact.

See Figure 4.1 showing the property location within Inner Mongolia.

217 Gold Project

Pacific Manerals Ing
217 Gold Project

ke »
J ong Kong Location Map
|

Figure 4.1 - CSH 217 Property Location within Inner Mongolia
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The following Figure 4.2 depicts the location of the open pit mine, leach pads,
process facilities, and infrastructure items. The mine boundary point coordinates are given
in Appendix 17.
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Figure 4.2 - Jinshan Gold Mines Site
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5.0 ACCESSIBILITY, CLIMATE, INFRASTRUCTURE & PHYSIOGRAPHY

The CSH Gold Project is located some 650 kilometers northwest of Beijing and 125
kilometers north-northwest of the city of Baotou (population of 1.5 million). Baotou is the
most important industrial city in the Nei Mongol Autonomous Region of northern China.
Baotou is serviced by daily scheduled airline flights from Beijing.

The project area is readily accessed from Baotou on paved roads north for
approximately 150 kilometers and then west on paved and mostly dirt roads for
approximately 50 kilometers. Depending on traffic and weather conditions, total driving time
is from 3 to 4 hours.

The Exploration Permit area is characterized by gently rolling hills with elevations
ranging from 1550 to 1750 meters above sea level. The climate is semi-desert with average
annual precipitation of 230 millimeters. The summers are dry and comfortable with
temperatures rarely exceeding 30 °C. The winters are cold and windy with temperatures
down to -25°C. Winter conditions prevail from early October through mid-March but
snowfall is minimal. The leach pad and processing facility have been designed for year
round operations.

Vegetation consists of sparse desert grasses with scrub bushes; there are no natural
trees except along the river channels and flats. Outcrop exposure is 20 to 50 percent on the
rocky hills and very little outcrop is noted in the dry drainages, which are invariably covered
with alluvium and loess deposits. There are few inhabitants within the general area and
most of the land is being used by sheepherders for sheep and goat grazing. There are a
few small herds of free ranging horses and there are a few domestic cattle. There are no
grasses in the mine area due to previous artisan mining activities and thus no grazing in the
area of planned mining.

There is ample land available for mine infrastructure purposes including waste
disposal areas, heap leach pad areas, processing plant sites and mine infrastructure. The
necessary land will need to be purchased through an arrangement with the Wulate
government and the local sheepherders.

The city of Baotou is a major steel-making center and is the principal service and
supply center for the general area. Most equipment and skilled labor will likely be available
in Baotou for a major mine development. For current purposes, a year-round mine
development camp has been established in the village of Xin Hu Re located 10 kilometers
southwest of the property.

The main water sources for the project are water from dewatering the pit excavation
and the underground workings, water from the groundwater aquifer just north of Xin Hu Re
and alluvial aquifers in the Molenghe River channel. The government will extend an existing
power line to Xin Hu Re Village. Jinshan will extend that power line to the mine site.

K D Engineering Document No. Q382-02-028.01R1 19 October 2005
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6.0 HISTORY

The general area of the property has undergone a long history of small-scale alluvial
gold mining. More recently, the local artisan miners have conducted small-scale bedrock
mining for gold through shallow surface cuts following narrow gash filling quartz vein
structures. The following summary was adapted from the summary description by Fuchter
(2004).

The prospect now covered by the CSH Gold Project was originally discovered by a
geological team of the Bureau of Geology and Mineral Resources of Inner Mongolia during
a regional stream sediment sampling program in the 1980's. Brigade 217 of the Northwest
Geological Bureau of the China National Nuclear Corporation (CNNC) acquired the CSH
217 prospect in the early 1990's and explored the property from 1992 through 1998.
Exploratory work completed by Brigade 217 included soil and rock geochemical surveys,
surface trenching, the driving of a 188-meter long decline, and the heap leaching of a
30,000 tonne test sample on site.

Attention focused on hard-rock occurrences and deposits after regional geological
mapping was completed at a scale of 1:200,000 in the mid 1960's as part of the National
Mapping Program. This work led to follow-up programs instituted by the provincial bureaus
of various ministries as described in detail below:

= In the 1970's, Brigade 512 of the Inner Mongolia Bureau of Geology and
Mineral Resources conducted follow-up work on the placer workings in the
CSH 217 area. The Brigade conducted geological mapping and carried out
trenching as part of the exploration program, and discovered gold
mineralization associated with extremely narrow quartz veinlets and stringers.
Brigade 512 considered the mineralization to be too small and discontinuous
for further interest, and consequently abandoned the area.

* In the early 1980's, Brigade 214 of the CNNC undertook a systematic
drainage geochemical survey of the region at a scale of 1:200,000. This work
led to the identification of a number of geochemical anomalies, including
those associated with:

a) Quartz veins west of Laoyanhao;

b) Disseminated mineralization and quartz stringers at CSH 217;
c) Quartz veins at Bayinhatei; and,

d) Quartz veins in the Reservoir Area

* In 1991, Brigade 217 of the Northwest Geological Bureau of the CNNC was
assigned to follow-up on these anomalous areas. After abandoning the West
Laoyanhao anomaly due to low tenor of the quartz veins, Brigade 217
focused on the CSH 217 area.

= Between 1992 and 1993, Brigade 217 carried out geological mapping, grid
geochemical sampling, and magnetic surveying at a scale of 1:10,000 over
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the CSH 217 property. In addition, 6,000 cubic meters of excavations in four
trenches and five pits was carried out. This work identified significant areas of
mineralization, and in 1994, a 188 meter decline was developed to test
mineralization in the Northeast Zone of the CSH 217 property. On the basis
of these programs, Brigade 217 estimated that the deposit contained five
tonnes (~160,000 oz) of gold down to minus 80 meters below surface and
nine to 10 tonnes (~300,000 oz) of gold down to minus 120 meters below
surface. These Chinese resource estimations do not comply with Canadian
NI 43-101, and do not qualify as mineral resources under that guideline.

= Between 1995 and 1997, Brigade 217 undertook leaching tests that indicated
that recoveries of between 55-60 percent could be expected on run-of-mine
(ROM) material.

= |n 1998, Brigade 217 entered into a joint venture with Mr. Wang Kong, a
Chinese individual resident in Vancouver, Canada. Mr. Wang Kong agreed
to finance a drilling program. However, the program was abandoned and
further funding withheld when the drill rig failed to drill beyond 80 meters in
the first hole.

= In 1999, Brigade 217 entered into another joint venture, with a Canadian
consortium called Southwestern - Global Pacific Joint Venture (SWGP).
SWGP not only covered the 36 square kilometer area of the CSH 217
property held by Brigade 217 but also conducted a regional program under
an agreement with the Inner Mongolia Exploration Bureau of the China
National Non-Ferrous Corporation (CNFC) on exploration permit areas
known as the Haoya areas. These permits covered some 342 square
kilometers surrounding the CSH 217 property and the combined areas were
operated as a single project known as the Haoya Project.

Work completed during the 1999 campaign included satellite imagery,
geological mapping, extensive surface trenching, lithogeochemistry (greater
than 3,000 samples), and the drilling of 10 widely spaced diamond drill holes
totaling 2,797 meters. Details of this drilling are found in Section 13 of the
Fuchter (2004) report. The 1999 program confirmed the presence of a major
low-grade, gold-bearing zone of mineralization trending westerly across the
CSH 217 prope