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Goldrich Mining Provides Update on
Liquidation of Joint Venture and Arbitration

23.12.2019 | ACCESS Newswire

SPOKANE, December 23, 2019 - Goldrich Mining Company (OTCBB:GRMC) ("Goldrich" or the "Company)
provides an update regarding the liquidation of Goldrich NyacAU Placer, LLC ("GNP") and the arbitration
between Goldrich and NyacAU, LLC ("NyacAU"). GNP was a 50/50% joint venture between Goldrich and
NyacAU, to mine the various placer deposits that occur throughout Goldrich's 23,000-acre Chandalar gold
project in Alaska. NyacAU was the manager of the GNP joint venture.

The arbitration panel concurrently issued a Partial Final Award, a Concurring and Dissenting Opinion on the
Partial Final Award, and a Second Interim Award. Goldrich considers this to be the beginning of the end of
arbitration. Although there was no prevailing party that was awarded the payment of legal costs, many
disputed issues were resolved. With the issue of the documents and the liquidation of GNP, which are
discussed below, Goldrich can begin to move forward with its future plans to advance both the placer
production and hard rock exploration.

Liquidation

NyacAU filed the formal Notice of Dissolution in May 2019 and received the certificate of dissolution in July
with an effective date of June 3, 2019. GNP's lease to mine the placer properties terminated upon dissolution
of GNP and GNP has no further rights to mine the placer properties located on Goldrich's mining claims. The
claims remain the property of Goldrich.

GNP is now in the liquidation process and NyacAU, as the manager of GNP, shall act as liquidator to wind
up the joint venture by May 31, 2020, or such longer period as may be agreed to in writing by the joint
venture members. If NyacAU cannot or does not accomplish the liquidation by May 31, 2020 or any agreed
upon extension, Goldrich shall complete the liquidation. Most of the equipment used by the joint venture has
already been moved off the mine site. The joint venture parties agreed to the Panel retaining jurisdiction and
oversight over the liquidation process to its conclusion.

Arbitration

In addition to the documents which have been issued, once the liquidation of GNP has run its course, the
arbitration panel will issue a Second Partial Final Award. The arbitration panel may make additional awards
in the Second Partial Final Award. A summary of the claims for which the arbitration panel made an award is
as follows:

o Capital vs. Operating Leases
The classification of equipment leases as capital versus operating affected the amount of interim
distributions that Goldrich received under the GNP Operating Agreement. GNP entered into seven
equipment leases ("Leases 1-7") with Bear Leasing, LLC ("Bear"), a related party to NyacAU.
Subsequent to the original leases, NyacAU, as manager of GNP, unilaterally amended the leases
various times without the written approval of Goldrich. Goldrich claimed the leases should be accounted
for as capital leases rather than operating leases. Goldrich also claimed the lease amendments
unilaterally made by NyacAU to change the classification of the leases from operating to capital leases
were invalid.

The arbitration panel stated:
"The evidence also showed that, in 2016, the interest rates on Leases 1, 2 and 3 were lowered by NyacAU

from 15% to 9.6%, both retroactively and going forward. Also, Leases 4, 5 and 6 were amended by
eliminating the 10% purchase option and requiring exercise of the purchase option at the fair market value of
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the Lease at end of term. As Ms. Attala [CFO of NyacAU] explained in her testimony, the purpose of these
Amendments, which she orchestrated, was to respond to Goldrich's stated position that all the Leases were
capital leases, by creating Amendments which, in her view, ensured that the Leases indisputably could be
characterized as operating leases. As a result of the amendments to Leases 1-3, Ms. Attala credited $1.5
million in excess interest payments by GNP (the overall difference between 15% and 9.6% interest charges)
against LOC 1 [Line of Credit 1]. Mr. Schara [CEO of Goldrich], testified that Goldrich never agreed to these
amendments, or to the $1.5 million credit, and considered them invalid.

&#8230; In this case, it is quite clear to the Panel that the amendments promulgated by Ms. Attala were
intended to benefit NyacAU and Bear Leasing in at least two ways: (i) insuring that all Lease payments could
be characterized as Operating Expenses, thereby minimizing the opportunity of Goldrich to obtain interim
distributions in accordance with 810 of the Operating Agreement, since, as Operating Expenses, Lease
payments for any year would have to be deducted before the parties could obtain any interim distributions for
that year; and (ii) changing the purchase option formula to payment of the entire amount of fair market value
at end of term, which virtually insured that GNP would not have the financial wherewithal to exercise the
purchase option on any Lease, thereby allowing NyacAU (through Bear Leasing) to renew the Leases for
another term, possibly extending up to the end of mine life (estimated at between 11 and 13 years in the
Martin Report). It might well be argued that Ms. Attala's amendments brought the Leases closer to the
standard of "reasonable. . . arms-length transactions," and provided GNP with a $1.5 million benefit at the
same time. However, in the Panel's view this is overcome by Ms. Attala's attempts to sufficiently raise the
purchase option prices originally agreed to in the Leases, so as to effectively deprive GNP of its ability to
exercise its purchase option rights under Section 6.4 of the Operating Agreement. (Section 6.4 requires that
any lease generated by NyacAU include a purchase option). Thus, in the Panel's view, it was reasonable for
Goldrich to withhold its approval from these unilaterally implemented amendments, and for that reason they
are deemed invalid."

Concerning the impact of the characterization of leases on Goldrich's right to interim distributions, the
arbitration panel's ruling reinstated a 15% interest rate on all leases but increased the amount of interim
distributions to Goldrich. The arbitration panel stated:

"&#8230;the characterization of any leases as capital leases as Leases 1, 3, 5, and 6 requires a
recalculation of 2016 and 2017 interim distributions... With interest and amortization properly included in the
calculation, Goldrich is entitled to an additional $214,797 in distributions for 2016 and an additional $198,644
for 2017, for a total of $413,442.

According to the terms of the Operating Agreement, any interim distribution payable must be applied to
reduce any balance of Loan 3 [LOC 3] before a distribution is paid to Goldrich. Loan 3 is a loan from GNP to
Goldrich. The panel calculated the total interest and principle for Loan 3 to be $102,894 as of March 31,
20109.

e Ownership By GNP Of Leased Equipment
Leases 1 to 6 were 5-year leases with an option for GNP to purchase the equipment at the end of 5
years. Goldrich claimed NyacAU, as managers of GNP, had a fiduciary duty to exercise the purchase
option when it was to the benefit of GNP.

Concerning Lease 1, the 5-year lease terminated on May 31, 2017. Instead of exercising the purchase
option and paying $155,814 to own the equipment, NyacAU, as managers of GNP, entered into a new
lease on June 1, 2017 with NyacAU's related party lessor, Bear, to pay $509,200 in rental fees over the
next year and not own the equipment. However, NyacAU, as managers of GNP, made a later
amendment to Lease 1 to lower the rent in March 2018, approximately four months after the arbitration
proceedings had begun.

The arbitration panel ruled:

"&#8230;the evidence showed that GNP in fact made post-term cash rental payments under Lease 1 of
$20,958 per month, from June 1, 2017 to December 1, 2017 (7 payments), for a total payment of $146,705.
Between March 19 and April 5, 2018, NyacAU then unilaterally modified GNP's records to eliminate these
cash payments, and reduced LOC 1 by $146,705. The Amended Rental Agreement was executed on March
27, 2018, retroactive to June 1, 2017.

In the Panel's view, the post-term cash rental payments made by GNP as to Lease 1 cannot be disregarded
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in the purchase option exercise analysis; and NyacAU's unilateral alteration of the accounting for such
payments after the fact, for whatever reason, does not change this. To those cash payments should be
added the $24,935 charged for rental of Lease 1 equipment for 2018, which produces a total of $171,640 in
post-term rental payments/charges for Lease 1 equipment. This exceeds the purchase option price under
Lease 1 ($155,814) by $15,826. Accordingly, GNP shall be deemed the beneficial owner of the Lease 1
equipment, and such equipment shall be a GNP asset in the context of the ongoing liquidation under Article
XIV. As Manager, NyacAU shall use such assets, as necessary, to pay down GNP's debts and liabilities,
including without limitation LOC 1 and LOC 3. NyacAU's 2018 reduction of LOC 1 by $146,705 shall be
reversed, and the $15,826 overage, provided that it was not part of a charge that increased LOC 1 (which
would be the case if the 2018 rental for Lease 1 equipment were paid by GNP in cash), shall decrease LOC
1 by that amount."

For Leases 2 to 7, the arbitration panel ruled that ownership of the leases, whether capital or operating,
remained with Bear. Concerning Leases 2 and 3, the arbitration panel stated:

&#8216;With respect to Leases 2 and 3, the foregoing analysis raises the further issue of whether
Respondents had an obligation under the Operating Agreement to contribute funds to GNP that would make
up the difference between the rental charges under the Amended Rental Agreements and the purchase
option prices under the related Lease or the Amended Rental Agreement itself&#8230;

The Panel's view is that NyacAU had no fiduciary or contract obligation to make up the differential between
post lease rental payments made by GNP under the Amended Rental Agreements and the purchase option
prices for Leases 2 and 3."

Concerning Lease 4, the arbitration panel stated, "GNP paid no amount to rent the equipment under Lease 4
after the expiration date that could have been applied to allow exercise of the purchase option price."

Concerning Lease 5 and 6, the arbitration panel stated, "Since the Lease term has not yet run its course, no
evidence could have been presented of lease payments made by GNP in excess of the option price after the
end of term."

Concerning Lease 7, the arbitration panel stated, "Since Lease 7 did not run its full term, GNP obviously
made no lease payments after end of term that could have been applied to the purchase option price."

e Lease Charges and Ownership of Arctic Camp Purchased by Bear from Third-Party
GNP rented camp facilities from an unrelated third-party from 2012 through 2014. Bear, a related party
to NyacAU, purchased the camp from the third party and put the ownership of the camp in Bear's name.
Bear then began charging GNP for camp lease expense in 2015. Goldrich claimed that the camp
should have been put in the name of GNP and that GNP should be reimbursed for excessive lease
charges. Concerning this claim, the arbitration panel ruled:

"Because the amount of lease payments GNP made to Bear exceeded the dollar amount paid to purchase
the Arctic Camp from Global Services, GNP shall be deemed the beneficial owner of the Camp in connection
with the dissolution/liquidation process. Further, LOC 1 shall be reduced by $531,164, which represents the
lease payments GNP was charged beyond the purchase price for the Arctic Camp."

e Payment Of Interest Earned By LOC 1
Goldrich requested an award of $58,000 based upon its right to a 50% share of interest income earned
by the amounts in LOC 1. The arbitration panel ruled:

"Section 6.1.2 [of the GNP Operating Agreement] makes clear that it is an obligation of NyacAU, not GNP, to
pay to Goldrich 50% of any interest earned on LOC 1 actually received by NyacAU. Thus, any such amounts
are not assets of GNP or subject to the GNP liquidation process. Accordingly, NyacAU shall pay to Goldrich
any amount necessary to ensure that Goldrich ultimately receives 50% (a total of $126,666) of all interest
earned on LOC 1 which NyacAU has received, plus pre-award interest at the rate of 5% from the date(s) that
NyacAU received the earned interest.
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o Allocation of Tax Losses
From 2012 through 2018, NyacAU, as managers of GNP, allocated net tax losses from GNP totaling
$19,888,374 to NyacAU and $839,537 to Goldrich. Goldrich claimed it had a right to 50% of all tax
losses under the GNP Operating Agreement and filed Form 8082 for each year with the Internal
Revenue Service ("IRS") to correct the GNP K-1's filed by NyacAU. Goldrich claimed a total of
$9,946,369, 50% of the total GNP losses for the years 2012 through 2018. The arbitration panel ruled:

"the Parties will take steps to ensure tax losses have been shared equally, as the Operating Agreement
requires, but only during the periods where actual mining operations were being performed, since those
rationally are the only periods in which both parties bore a material economic risk, in terms of the impact of
mining operations on processed and unprocessed gold. Based on the evidence, mining operations were
performed in August-September 2013, and 2015-2018."

Prior to Goldrich receiving the Partial Final Award, the IRS processed and accepted the Forms 8082,
corrected GNP K-1's, and amended tax returns filed by Goldrich for 2012 through 2017. The IRS also
notified Goldrich that Goldrich's 2012 through 2014 tax returns were closed for further changes due to the
expiration of the statute of limitations for those years. The IRS also conducted an audit of Goldrich's 2014
through 2017 tax returns with a &#8216;n0 change' determination. Therefore, although Goldrich was not
awarded 50% of all GNP 2012 to 2014 tax losses in the arbitration, Goldrich has been allowed to take the full
total of its share of GNP tax losses of $9,946,369, which can be used to offset taxable profits Goldrich
generates in future years. Goldrich's total tax loss carryover, including tax losses from GNP, was
$39,151,914 as of December 31, 2018.

e 2012 Reclamation Work
In 2012, at Goldrich's request and on its behalf, NyacAU performed reclamation work to cure Goldrich's
permitting violations issued by the United States Army Corps of Engineers based on Goldrich's failure
to reclamate the site after Goldrich's 2009-2010 mining operations. Goldrich received its first invoice
from NyacAU for the reclamation work in 2014. However, Goldrich took the position that Goldrich had
been overcharged for the reclamation work, and refused to pay the reclamation invoice until the
overcharges were deleted.

The arbitration panel ruled Goldrich is responsible to pay the full amount of $339,016 charged by
NyacAU for the 2012 reclamation work and NyacAU is also entitled to 5% pre-judgement interest on the
award from the date the first invoice was sent to Goldrich.

e 2010 Martin Report
In November of 2010, Mr. Martin, a mining engineer consultant for Goldrich, prepared a draft update to
his 2009 Report, which incorporated the results of Goldrich's 2009-2010 placer mining operations in the
area of Line 11 of the mine site. Based on the incorporation of the Goldrich data which was incomplete
and had only crude estimates of the volume mined, Mr. Martin's draft report noted the pay grade of the
inferred resource at Line 11, on which there was only one drill hole, was reduced from .0689 to .0572, a
reduction of 16.87%. NyacAU contended that Goldrich never provided Nyac with the Updated Martin
Report or the dilution information in it. The arbitration panel held that Goldrich was liable for negligent
concealment of the draft report and that Dr. James, a related party of NyacAU, was entitled to
reimbursement from Goldrich of 17% of his $350,000 stock investment, which equals $59,500, plus
prejudgment interest thereon at 5% from the stock purchase date.

e Interest Related to Wash Plant
NyacAU requested an entry on GNP's books for unpaid and unbilled interest expense of $66,180 under
the appropriate Lease, incurred during the period of construction of the wash plant. The arbitration
panel ruled:

"This request shall be granted, by adding as damages to Respondents the amount of $66,180 as unpaid
interest under the appropriate Lease for the wash plant, which shall be booked as a debt liability on GNP's
books, consistent with the Panel's decision that Leases 2 and 4 are Operating Leases and Leases 1, 3, 5,
and 6 are capital leases, and also added to LOC 1. In the dissolution process, NyacAU (through Bear
Leasing) shall be treated as a third party creditor with respect to the recovery of this amount from GNP."

¢ Personal Payments of Expense Related to 2012 Reclamation
In 2012, as part of NyacAU's reclamation work, Dr. James purchased "tundra fabric," which was used
for lining of the bypass and stabilization of the pit walls, and in doing so incurred personal expenses of
$9,858. The arbitration panel stated Dr. James is entitled to repayment by Goldrich of this expense,
plus prejudgment interest thereon at 5%.
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o Arbitration Panel to Retain Jurisdiction Over Dissolution and Liguidation
As requested by Goldrich and NyacAU, the arbitration panel will retain jurisdiction and oversight over
the dissolution/liquidation process to its completion. The arbitration panel stated, "there is likely more
information the parties will have to provide on certain issues??including, among others, changes in the
balance of LOC 1 and the issue of transfer of the permit to Goldrich??before a Final Award on
dissolution/liquidation can be made. "

¢ No Prevailing Party
The arbitration panel ruled that "there has been no prevailing party in the arbitration to this point,
although it reserves judgment as to whether a prevailing party will emerge from the Final Award with
regard to issues which are now part of the Revised [Second] Interim Award. Accordingly, as to all
issues covered by this Partial Final Award, the parties shall bear their own costs, expenses, and
attorneys' fees."

Second Interim Award

Concurrent with issuing a Partial Final Award, the arbitration panel also issued a Second Interim Award. The
arbitration panel noted:

"This Second Interim Award is necessitated by the facts that the dissolution/liquidation has not yet run its
course; the parties have raised issues pertaining to dissolution/ liquidation on which the Panel has ruled (as
set forth herein), but which conceivably could be subject to change if new issues related to the rulings arise
in the future; and more issues may arise between the parties as the dissolution/liquidation process continues.

Once the dissolution/liquidation of GNP has run its course, the Panel will incorporate this Second Interim
Award, along with all other issues decided in connection with the dissolution/liquidation of GNP, into a
second Partial Final Award

Although the issues discussed in the Second Interim Award may change, the following items are noted:

o Mine Permit and Reclamation
The arbitration panel noted that "no provision of the Claims Lease or the Operating Agreement speaks
directly to the rights or obligations of GNP to transfer its mining permit". Although GNP no longer has
the right to mine, GNP and NyacAU have the liability of reclamation. The arbitration panel noted:

"Absent a transfer of the Permit, GNP (through NyacAU) of course would be obligated to complete
reclamation, and obtain final approval from appropriate government authorities, as required by Section 6(c)
of the Claims Lease-a process estimated to take several years. But Section 14.3 contemplates that
liquidation will be completed within one year of dissolution-at the latest, by May 31, 2020 (a year from the
filing of the formal Notice of Dissolution by NyacAU) --unless the parties agree to a longer period. However,
in the Panel's view, this conflict can be rectified by NyacAU, prior to May 2020 "mak]ing] provision" for the
completion of reclamation as required by Article 14.2., even though reclamation might not be completed for
several more years."

¢ Right to Offset Damages or Distributions
The arbitration panel granted the request that any damages awarded to one party can be an offset to
distributions (or damages) due to the other party.

e Balance of LOC 1
The arbitration panel calculated a tentative balance of $16,483,271 as of June 2019. This balance may
be adjusted for any additional liabilities incurred by GNP in the liquidation or awards and adjustments
made by the arbitration panel.

About Goldrich Mining

Goldrich Mining (OTCBB: GRMC) is a U.S. based resource company focused on developing the Chandalar
gold district in Alaska, USA. The Company controls a land package spanning 23,000 acres of highly
prospective gold targets and historic mines. Goldrich is focused on building shareholder value by monetizing
placer assets, generating non-dilutive funds, and working towards building a lode gold mine at Chandalar in
addition to the existing placer gold mine already producing on site.
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For additional information regarding Goldrich Mining Company or this news release, contact Mr. William
Schara via telephone at (509) 768-4468 or info@goldrichmining.com.

Forward-Looking Statements

This news release contains "forward-looking statements" within the meaning of the Private Securities
Litigation Reform Act of 1995. Such forward looking statements concern use of proceeds and potential
exercise of the warrants. These statements relate to analyses and other information that are based on
forecasts of future results, estimates of amounts not yet determinable and assumptions of management.

Any statements that express or involve discussions with respect to predictions, expectations, beliefs, plans,
budgets, projections, objectives, assumptions or future events or performance (often, but not always, using
words or phrases such as "expects" or "does not expect", "is expected”, "anticipates" or "does not

anticipate”, "plans”, "estimates” or "intends", or stating that certain actions, events or results "may", "could",
"would", "might", "should" or "will" be taken, occur or be achieved) are not statements of historical fact and
may be forward-looking statements. Forward-looking statements are subject to a variety of known and
unknown risks, uncertainties and other factors which could cause actual events or results to differ from those

expressed or implied by the forward-looking statements, including, without limitation:

risks related to our ability to continue as a going concern being in doubt;
risks related to our history of losses;
risks related to our outstanding gold forward sales contracts and notes;
risks related to need to raise additional capital to fund our exploration and, if warranted, development
and production programs;
risks related to our property not having any proven or probable reserves;
o risk related to our limited history of commercial production;
e risk related to operating a mine;
risk related to accurately forecasting production;
« risks related to our dependence on a single property - the Chandalar property;
risks related to climate and location restricting our exploration and, if warranted, development and
production activities;
risks related to our mineralization estimates being based on limited drilling data;
risks related to our exploration activities not being commercially successful;
risks related to actual capital costs, production or economic return being different than projected;
risk related to our joint venture arrangements;
risks related to mineral exploration;
risks related to increased costs;
risks related to a shortage of equipment and supplies;
risk related to fluctuations in gold prices;
risks related to title to our properties being defective;
risks related to title to our properties being subject to claims;
risks related to estimates of mineralized material;
risks related to government regulation;
risks related to environmental laws and regulation;
risks related to land reclamation requirements;
risks related to future legislation regarding mining laws;
risks related to future legislation regarding climate change;
risks related to our lack of insurance coverage for all risks;
risks related to competition in the mining industry;
risks related to our dependence on key personnel,
risks related to our executive offices not dedicating 100% of their time to our company;
risks related to potential conflicts of interest with our directors and executive officers;
risks related to market conditions; and
risks related to our shares of common stock.

This list is not exhaustive of the factors that may affect our forward-looking statements. Some of the
important risks and uncertainties that could affect forward-looking statements are discussed in the
Company's latest Annual Report on Form 10-K and Quarterly Report on Form 10-Q and other documents
filed with the U.S. Securities and Exchange Commission. Should one or more of these risks or uncertainties
materialize, or should underlying assumptions prove incorrect, actual results may vary materially from those
anticipated, believed, estimated or expected. We caution readers not to place undue reliance on any such
forward-looking statements, which speak only as of the date made. We disclaim any obligation subsequently
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to revise any forward-looking statements to reflect events or circumstances after the date of such statements
or to reflect the occurrence of anticipated or unanticipated events, except as required by law.

SOURCE: Goldrich Mining Company
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