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Pirons:  (AREA gn7) 623-0578

Mr. Walter E. Heinrichs, Jr.
Heinrichs Geoexploration Co.
P. 0. Pox 5h964

Tucson, Arizona = 85703

Re: Desert Carmel, Arizona
Dear Mr. Heinrichs:

I erclose a complete copy of the geophysical survey maps that
were sent to me by Mr. Fredrick L. Smith of Amoco Minerals Co.

The enclosed letter states that Mr. Smith has asked Mining Geophys~-
ical Surveys to furnish me the narrative portion of the subject survey;
however, to date, I have not received it. FPerhaps you are familiar
with this company and if so, you have our permission to contact them
dirvectly for any information they may have that could be beneficial
to you.

In the meantime, I shall forward a cepy of the narrative to you
as soon as it is received at this office.

Very truly yours,

DELFAX FINANCIAL CORPORATION

..'} ZL/ e e (
N rececd ™
R. R. Bennett \
Asst. Vice President g
RRB/cp : \
Enciosures
cc: W. G. Hays, dJdr.

.

4
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February 8, 1978

Mr. W. G. Hays, Jdr.
Financial Consultant to the Trustee
and Chief Executive Officer
North American Acceptance Corporation
1720 Peachtree Road, N.W.
Atlanta, GA 30309
Re: Desert Carmel
GEOEX #1215

Dear Bill:

Transmitted to you in duplicate are this summarizing letter report and
accompanying updated Composite Information Plan. These, together with my
letter to you of January 20, 1978, and Chris Ludwig's Technical Comments on
AMOCO Minerals Company IP line 5, consolidate all of the information and ideas
we have acquired along with some initial recommendations for your considera-
tion.

As already pointed out by Mr. W. G. Hays in his letter of January 24,
1978, it is extremely difficult to evaluate and compare the ASARCO offer with
the other offers. ASARCO's vested interest as a neighbor already producing
copper from a sizeable capital investment in the area, plus other major suc-
cess and experience in Arizona, and their ownership of much adjacent or nearby
quantitative subsurface information, all dictates that they have to be serious.
In fact, it is older ASARCO drilling done during the 1960s toward the south-
west from Sacaton, that originally encouraged Getty to try their initial eff-
orts in the area to beain with. Obviously, ASARCO now wishes that they had
continued to follow the courage of their original convictions. The same com-
ment would probably also apply to Newmont Mining Corporation who were once
partners with Getty and Hanna in the joint venture. ASARCO's offer, and the
various other actions evidenced by them in the area, definitely reflect their
degree of interest, however, their type of offer seems to suggest sort of a
"back door" approach or idea from their point of view of how to simultaneously
and collectively address all of the various factors involved within one aqree-
ment.

AMOCO's $9500 sample contract and option to purchase individual lots from
vendees, is of course, not necessarily an indication of what they might offer
N.A.A.C. for its remaining total holdings. One possible reason for that is



Mr. W. G. Hays, Jr.
February 8, 1978
Page Two

they may have had in mind at one point (or may still have in mind, depend-

ing on current legal, strategic and public relation feasibility considerations)
the possibility of using a few strategically located lots as potential drill-
ing sites. This type of thinking is not uncommon to both the term and the
terminology of the option as written when compared to the form often used in
the mindral exploration industry where future course of action is uncertain
and automatic escape at minimum cost may suddenly become desirable. AMOCO has
since pulled out the two drill rigs which were still working just northeast of
the railroad on 5 January 1978 and they are conducting no other visible activ-
ity at the present time.

Getty offers $2000/acre, for any and all ultimately delivered lots and
other land - estimated to comprise approximately 1105 acres in total or
$2,210,000 for roughly 2746 lots which equal in area about 825 acres total,
plus an additional 280 acres which Desert Carmel Subdivision Section T4 and
the recreation area north of Carmel Subdivision N are estimated to contain.

Oxy offers $4,200,000 for roughly similar total acreage as Getty's offer,
but all to be within the western "area of mineral interest” and sub%ect to
moving the individual lot vendees to an eastern "area of non-mineral or vendee
relocation interest". Oxy's apparent "area of mineral interest" includes the
recreational area north of Desert Carmel Subdivision Section N, Desert Carmel
Subdivisions sections T1, T2, T3, T4, R, N and F, and excludes Desert Carmel
Subdivision Sections A, C, D, G, GP1, GP2, & GP3, H, I, J, K, L & M, all of
which 1ie within the extreme eastern, north-south oriented, one mile wide strip
of Desert Carmel property. The Oxy proposal is silent with respect to Desert
Carmel Subdivision Section E. Thus, it remains unallocated as to Oxy's intent-
fons reaarding its mineral interest or its lot vendee relocation interest.

Reportedly, as is to be expected, some lot owners now envision obtaining
windfall prices for their lots and/or rich production royalties, "a 1a" some
past major 01l discoveries of classical note. Of course, it is theoretically
conceivable to get the vendees to exchange lots and to move for some price but,
on a practical basis, and especially when contingent on essential success of
such a proposed exchanae program, the ultimate ramifications of the Oxy offer
are too hypothetical for realistic or recommended consideration. Unquestion-
ably, the ultimate problems of unitizing ownership or control of the numerous
lots for effective mineral development of the land already sold to lot contmact
vendees, are many fold, rather complex and not entirely predictable. Invari-
ably, the high political and emotional aspects of the small homeowner versus
big industry and/or the large corporation, will tend to become enmeshed with
the numerous lecal details inevitably involved.

Thus, the Getty offer is definitely the most viable as to conditions ten-
able to N.A.A.C. As to price, several aspects are to be considered. The first
question pertains to mineral rights value, if any, and to the surface and asso-
ciated ground water rights value. The Getty offer seems to be considering
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mainly the surface value, with perhaps a thought that the possible mineral
rights value would be offset against the anticipated difficulties and costs
associated with acquiring effective mineral and surface rights from individ-
ual lot vendees, and/or that the possible mineral richts value is slim. The
latter possibility also seems to be recoanized by ASARCO in their type of
offer, whereas the Oxy type of offer definitely places a comparatively great-
er value on the mineral potential than does the Getty offer.

Assuming for the moment that there may be mineral of valee (ore) some-
where under Desert Carmel property, then as to where it most 1ikely would
1ie can be geologically theorized. From present indirect indications a
greater possihility exists: first, in the east half of Federally subdivided
legal section 7 and similarly the west half of section 8, both T.6S., R.5E.,
(under Desert Carmel Subdivision sections R, T1, T2, T3 & N): second, in the
east half of Federally subdivided legal section 8 ( "Carmel” Subdivision M)
and the northwest quarter of Federally subdivided legal section 7 ("Carmel"”
Subdivision R; third, in Federal subdivided legal sections 1 and 6 (unsub-
divided "Carmel" Subdivision T4) and Federal designated section 17 ("Carmel™
Subdivision E and F): and fourth, in the remainder of Federally designated
sections 9, 16, & 21 (“"Carmel” Subdivisions A, D, E, G, GP1, GP2, GP3, H, I,
J, K, L, M): all located in T.6S., R.5E.

This rationale, seemingly similar to that evidenced by Oxy, is based
mainly on the relative geographic position of Desert Carmel property with re-
spect to a 1ine drawn between the present center of Getty drilling, i.e., the
center of the SE 1/4 of Federally subdivided section 13, T.6S., R.4E., and the
center of ASARCO's Sacaton pit. This theorizina is somewhat reinforced by
known, but economically unevaluated or quantified, mineralization which exists
on the same trend extending in a northeast direction from the Sacaton pit.
This obvious physical trend also coincides with the inferred subsurface geo-
magnetic trend and Mining Geophysical Survey's induced polarization anomaly
(see appended Technical Comments by Chris Ludwig), both as indicated on our
Composite Information Plan map.

Altogether, these sians are encouraging, but they are far from a definite
indication of the location or existence of probable ore. Unfortunately, an
industry consemsus, or definitely established known direct or indirect re-
lationship between these particular geological and geophysical indications and
ore, at either the Sacaton pit or in the main area of Getty drilling, are
either completely lacking or considered quite controversial. Therefore, the
evaluation of the sianificance of these factors in relation to potential ore
under Desert Carmel property, must include the possibility of being a pure
coincidental relationship and not necessarily indicative of economically pro-
ducible mineral.

Professional experience and statistics dictate, regardless of the exist-
ence of some technically favorable indications, that the odds against finding
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ore under Desert Carmel are considerable. Even though indications are favor-
able, they are quite theoretical and very indirect. Therefore, it is diffi-
cult for us to make categorical recommendations that you should unilaterally
consider a high risk venture capital investment in a program of subsurface
mineral exploration of Desert Carmel. On the other hand, if it is assumed,

or determined, by methods as outlined in our previous letter or, by any other
means, that a typical Arizona type of porphyry copper orebody does exist under
Desert Carmel property, then the value of the land will depend on the amount
and grade of that ore and a number of technical factors related to the cost of
production and marketing. Total per pound mining, smelting and refining costs
of copper, as generally produced and sold in the U.S., began in 1977, to reach
or exceed the present average U.S. quoted price of $0.635 per pound. Last
year, for the first time since the Depression this resulted in several copper
mine shut-downs in the U.S. and Arizona for economic and not strike reasons.
U.S. mine production costs are ordinarily not publicly divulged, but are typi-
cally estimated in the range of $0.20 to $0.35 per pound of copper mined and
concentrated. Smelting and refinina costs are considered to typically average
something in the neighborhood of $0.25 to $0.38 per pound, or more. Since 1970,
inflation and environmental factors have escalated, and are still continuing to
escalate these costs very rapidly, while poor demand, cheaper foreian product-
fon and a good world supply, keep the sales price down.

Based on a typical U.S. situation, economically minable copper (ore) in
the ground unmined, might be considered worth roughly $0.05 to $0.10 per pound
of contained copper. Extending such figures to the Getty orebody yields a
present estimated hypothetical value of $250,000,000 to $500,000,000. About
5000 acres is rouchly the minimum order of total acreage Getty might bet by
with to operate initially and that should all be contiguous acreage. A more
comfortable fioure for them would be nearer 10,000 acres and up. On that basis,
present Getty acreage worth could be construed at roughly $25,000 to $100,000
per acre averaged over their whole property. Similar per acre fioures would
apply if a similar orebody were proven to exist on Desert Carmel property, but
until that were an established fact, none of the property will sell at anywhere
near such rates per acre. :

As another example, strategically located 20 acre unpatented mining claims,
without proven ore, have commonly sold from $1000 to several thousand dollars
or more per acre, depending on the individual circumstances and especially where
the claim was located with respect to the orebody. When compared with prime
local cultivatable farm land at $3000.00 per acre in 640 acre size parcels, this
beains to get into a similar ball-park fiqure per acre with the Getty and Oxy

offers.

As a further example similar to the Getty orebody but considerably shall-
ower, larger (800,000,000 tons) and lower grade (about 0.5% copper), is a de-
posit located at Poston Butte and recently developed by CONOCO 011l Corporation
about thirty miles northeast of Desert Carmel, near Florence, Arizona, within
the Gila River drainage. Since discovery in 1970, CONOCO has spent well over
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$30,000,000 in land, environmental and hydrological studies, drilling and
underaround mininag for sampling and metallurgical testina purposes and

sti11 have no announced plans for building a plant and coing into product-
fon. Comparatively, CONOCO's apparent water problems are different than
Getty's, nartly in that open pit mining is contemplated. Historically,

open pit mining costs have usually heen considerably less than underaround
minina costs, but under overall circumstances, CONOCO still feels the present
risks and uncertainties are too great to proceed under present economic con-
ditions. Reason for mentionino this here is to give you added background of
possible relevance and to further illustrate the range of possibilities.

Most 1ikely any typical copper ore found under Desert Carmel property
would have to be mined by underaround methods because of the inferred depth
of 2000 to 2500 feet to any possibly mineralized host rocks in place. Con-
ceivably, in place leaching through drill holes, something like the way sul-
fur 1s produced in the Frasch process, might eventually be perfected and
applied as an alternative copper extraction method. But this technique is
still quite experimental for copper even thouagh it is presentlv beinag used
routinely in a few cases for uranium and potash.

Ideally, to operate best, Getty will probably prefer to keep their land
holdings consolidated north of State Highway 84, but the possibility of their *
acquiring holdings south of Hichway 84 certainly shouldn't be ruled out.
Getty's reported optioning or purchase of Francisco Grande was at deast a
public relations imperative, 1f not an absolute operational necessity. Such
consideration by Getty relative to Desert Carmel property does not hold quite
the same because the Desert Carmel type of development is not quite as in-
tense and, for the most part, is a 1ittle farther removed from the presently
anticipated center of Getty operations.

A notable exception to this relative generalization, is the presence of
the Santa Cruz (river) drainace. Since the Getty reported operation will re-
auire mining by underground methods, they must be cautious to completely
protect the potentially affected block caved area from flood hazard. In
order for Getty to do this safely and most effectively, owning the Desert
Carmel land could prove of considerahble strategic value to them, recardless
of any mineral potential. More comprehensive study might be able to yield
a more absolute appraisal of this potential hazard and, from an insurance
or protection point of view, the related value of the land to Getty. Mean-
while, of course, it will depend to what extent Getty recoanizes this aspect
and what degree of importance they assign to it in their plannina efforts.
ASARCO's holdinag, if made available to Getty, would help alleviate this con-
cern for Getty considerably, but that alone may still be insufficient for
complete safety. Matters will partly depend on the eventual ore body shape
and position and the resulting minina nlan details chosen by Getty which are
sti11 at least a year or two from initial completion.
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In summary, the Getty offer is comparatively most realistic and viable,
but least potentially remunerative and it tends to represent about the mini-
mum present local open market amount of $2000.00 per acre. The possibility
that more might be obtained from other interested parties should be considered.
Consideration should also be given as to making counter proposals to Oxy and/
or especially to ASARCO, of getting adefinite offer from AMOCO anfor perhaps
soliciting offers from others. Included in these considerations should also
be the matter of a joint venture exploration program of Desert Carmel under
the general principle of risk sharina and the acquisition by N.AA.C. of
association with highly qualified venture capital, production and marketing
capability. A1l the parties mentioned above qualify in that recgard, but each
pepreséata different situation which in turn may provide a particular advan-
tage to you if approached on a different tack. In this regard, with your per-
mission and guidance, it may be appropriate to consider havina us tentatively
feel out one or more of the above narties, and perhaps some others, for an
updated appraisal and expression of their interest. In any event, before we
offer any final recommendations, it is agreed that a visit and discussion with
you in person is definitely recommended. Meanwhile, of course, your questions
and ideas are always solicited.

Sincerely,

Heinrichs GEOEXn]

ol L

Walter E. Heinrichs Alr.
P.E. % C.P.G.5. #688

WEH:mt 7

Enclosures: Extra carbon copy >/
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DESERT CARMEL ARIZONA

Technical Comments

AMOCO MINERALS COMPANY IP SURVEY Line 5 (run across Desert Carmel)

The AMOCO survey consists of a single traverse (Line 5) of induced pol-
arization (IP) - resistivity coverage apparently run along rights-of-way
through the Desert Carmel Subdivision. The traverse generally arcs north
to northwest to west centrally through the subdivision as shown on the GEOEX
Composite Information Plan. Mining Geophysical Surveys (MGS) of Tucson was
the geophysical contractor involved.

Information made available to GEOEX consists of the industry standard
“pseudosectional” IP-resistivity data plot of Line 5, a “pseudosectional™
plot of two pipeline interference tests and the interpretational plan map.
No narrative text was supplied.

The time domain IP technique was used with an approximate 1000 foot
dipole Tength and data ranging from one to six receiver-transmitter dipole
separations, i.e., "n" intervals of 1 to 6. Data quality appears reasonablg
good from "n" =1 to 3. However, due to the relatively low apparent resist-
ivities present and the resulting low signal levels and probablg proximity
to cultural electrical noise, the deeper data, "n" = 4 to 6, becomes pro-
gressively poorer, with about one-half of the deeper readings being quest-
ioned by the contractor. The fair degree of data consistency nevertheless
suggests that the deeper data may still be reasonably reliable on a gross
?¥eral1 interpretive basis at Teast on the southeastern two thirds of the

ne.

MGS's interpretive plan map indicates three zones: The southeastern
third of the 1ine from station C9 to at least station C14 is indicated as
having a 20 to 23 millisecond (ms) apparent IP response (chargeability) and
about a 200 ohm-meter resistivity below 1000 to 1700 feet in depth. Not
mentioned is the approximate 20 ohm-meter resistivity material lying above
the 200 ohm-meter substratum, also with about a 20 to 23 ms IP response.
This degree of IP response and its associated 20 ohm-meter resistivity would
be considered fairly typical of clayey high background response alluvial val-
ley fill. The higher resistivity material interpreted below 1000 to 1700
feet is probably relatively unmineralized bedrock - perhaps granitic in com-
position.

Central portion of the traverse from about C4 to C9, MGS interprets as
having 15 to 18 ms IP response and about 100 ohm-meter resistivity below
1000 feet. Not mentioned is the low resistivity (10 to 20 ohm-meter) over-
lying material. Again, this 1ikely represents relatively unmineralized,
perhaps granitic bedrock overlain by alluvial valley fill.



Northwestern portion of the traverse from C4 to at least station -1
is interpreted as having a 60 ms IP response at 2000 - 2500 feet depth.
No mention 1s made of the associated resistivity or the overlyino material
IP response. The interpreted 60 ms IP response at depth is anomalous and
compatible with disseminated “porphyry-type" sulfide mineralization and is
the sort of response that would be expected over the Coastal Mining deposit
about two miles to the southwest. In addition this "anomaly" is on trend
with the Coastal sulfide body and the Sacaton Mine making a neat, coherent,
easily rationalized picture if taken at face value.

However, this anomaly interpretation is based on the most suspect data
shown on the pseudosection and on a data pattern scatter and contractor-
questioned basis. In our orinion, based solely on the data provided and
within the apparent statistical scatter of that data, a backaground IP re-
sponse could just as well be interpreted at similar depths. Possibly AMOCO
had other supporting information such as additional IP coverage just out-
side the Desert Carmel boundary which made the Line 5 high-~IP-response-at-
depth interpretation more 1ikely as it can be reasonably assumed that the
traverse in question is the fifth line of a series.

Perhaps the best way to consider this information is that sulfides at
depth in the northwestern portion of the Subdivision have not been ruled
out as a reasonable possibility. A deeper penetrating IP traverse run in
a similar position would 1ikely more definitively resolve the question. If
a more definite sulfide response at depth were to result, then drill holes
could be logically sited for more precise assessment. Of course, additional
IP coverage could be useful to better delineate the geometry of any anomalous
zone detected as well as determinino which areas show less mineralized poten-
tial, i.e.: sulfide concentration.

An alternate but less methodical approach, would be to accept the AMOCO
"anomaly" as a quide to a preliminary drill test without further geophysical
support.

The northwestern “"anomalous" portion of the line Bhows a rather complex
resistivity pattern not allowing a bedrock depth interpretation to be made.
This complexity may be due to variation in alluvial resistivity, sharp bends
in the line or grounded cultural interference such as pipelines or fences.

A 6" and a 12" diameter pipeline apparently crossed between stations C7
and C8 were tested by two short test traverses to determine how much spurious
IP-resistivity response they might contribute. MNeither pipeline gave an

appreciable response so it can be inferred that they have not adversely
affected the Line 5 data.

Heinrichs GEOEXploration Co.

Chris S. Ludwig
Chief Geophysicist

CSL:mt
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NORTH AMERICAN ACCEPTANCE CORPORATION

1720 PEACHTREE ROAD, N.W., ATLANTA, GEORGIA 30309 e PHONE 404 e 873-3921
January 24, 1978

Mr. Walter E. Heinrichs, Jr.
P.E. & C.P.G.S. {688

gei_grighos Cs;ggfcploration Compary BOX 594  TUGSON, ARIZONA 85708
. 0. Box

P e Phone: (AREA 602) 623.0578
Dear Walter:

I appreciate your letter of January 20 and the composite information map that
was enclosed. From your letter and a study of the map, I concur with your
assessment that there exists a probability of ASARCO and Getty eventually
forming some type of a joint effort.

The offer of Covington Land Company (ASARCO's offer) is difficult to evaluate
because the offer is for the purchase of the Common Stock of NAAC of Arizona
and the mortgage position owned by NAAC (Parent Company of NAAC of Arizona).
It is entirely unrealistic that NAAC can be in a position of selling the stock
on the basis outlined in the Covington Land Company proposal. The proposal
would assure Covington Land Company of ownership of the Common Stock of NAAC = 1 dinisa
of Arizona, with NAAC of Arizona owning clear title to the property, while at / eff
the same time being fully responsible for all of the debts that now exist, {ed jf
plus any future development obllgatlons that may be successfully asserted
therefore, do not know any way in which you may equate the Covington Land
Company proposal with the other proposals. It would be extremely technical
and difficult to analyze the indebtedness of the Company and reach a position
where the offer could be stated in terms of dollars per acre. I, therefore,
think that the offer should be disregarded insofar as your analysis is con-
cerned, and only indicate a keen degree of interest by ASARCO.

The Getty offer is clear and easy to understand, for it offers an established

" dollar price per acre for land owned free and clear by NAAC of Arizona. NAAC
. of Arizona owns, at this time, approximately 2,700 lots free and clear of any

liens or encumbrances. The lots constitute previously unsold lots or lots re-
sulting from defaulted contracts. In addition, NAAC of Arizona owns in fee
simple approximately 280 acres consisting of Sections T4 and the recreational
area north of Section N, as shown on the Subdivision Plats previously forwarded
to you. The lots are scattered throughout the Subdivision and range between

lots of a minimum size of one-quarter acre to lots of one acre each. Getty's
offer was to buy any and all such lots and acreage at a fixed price per aggregate
acre and, additionally, would acquire any additional acreage that NAAC of Arizona
acquired as a result of defaulted contracts or by any other means.

The Oxy offer was for a set dollar amount, but required NAAC of Arizona to success-
fully cause the lot contract vendees in the "area of interest' to move to other

‘i{f //“ /,f' ~ { ;/
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Sections of the project east of the "area of interest'. It would be extremely
difficult to effect an exchange program whereby the lot contract vendees would
accept a similar lot in the eastern part of the Subdivision. Nevertheless,
the offer does clearly indicate the amount of money for which they are willing
to purchase the real property.

I, therefore, think that for the purpose of your analysis, you should consider
the property in which NAAC of Arizona has fee simple title because there are
many problems involved in the land underlying contracts sold to lot contract
vendees. I, therefore, believe that what we are seeking is an assessment of
the value of land in the Subidivison and perhaps broken down by Sections which
would indicate your thoughts in regard to mineralization.

I, therefore, do not think that the ASARCO offer can provide you with an indi-
cation of the value placed upon the land by ASARCO; however, the Occidental and
Getty offers can provide you with such a figure, and it appears that you should
not necessarily become involved in the question of title, but rather reflect the
value of the land in the project as discussed above.

,Amoco has not made a firm offer, but rather has made numerous calls and indi-
cated that they are interested in buying the land and to please let them know
prior to any formal future acceptance of bids. They have engaged an Atlanta

attorney and are seriously interested; however, no formal offer has been sub-
mitted.

The individual Lease and Option Agreements which I forwarded to you were for
the optioning of individual lots. The Exhibits to the Options were simply
contracts of individual customers to purchase individual lots. I didn't think
that the land contract would be of any particular interest to you, and it was
for that reason that it wasn't enclosed. I do not know the reason that some
of the Companies have tried to purchase individual lots from land contract
vendees, but nevertheless they have, and it was for that reason that I for-
warded the information to you.

The Getty offer provides for the purchase of all of the property presently owned
by NAAC of Arizona and all future property that NAAC of Arizona will acquire or
may acquire because of defaulted contracts. It is estimated that the 2,746 lots
owned by NAAC of Arizona and the 280 acres owned by NAAC of Arizona constitute
approximately 1,105 acres which NAAC of Arizona can presently deliver, thus
producing an initial bid of approximately $2,210,000.

The offer by Oxy is to purchase for a price of $4,200,000 all of the NAAC of
Arizona owned lots and acreage in the "area of interest', plus the land that

is being purchased by land contract vendees in the "area of interest'. As noted
above, it would be necessary for NAAC of Arizona to provide for the land contract
vendees to purchase land in the eastern section of Desert Carmel rather than in
the '"area of interest'. It is important to note that Getty's offer is for all
lots and acreage owned by NAAC of Arizona regardless of location, and Oxy's offer
is for land only in the "area of interest". Getty, therefore, would purchase
land in areas in which the mineral companies have not shown an interest in an
effort to make the offer attractive. The Oxy offer would encompass approximately
the same number of acres as in the Getty offer, but in a different location. In
other words, the amount of acres for sale would be identical; it would simply be
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in different locations. Therefore, in summary, Oxy is offering approximately
twice the per acre price as Getty subject to making the land available by the
land swap.

I trust that the above has answered your questions; however, if I may be of any
further assistance, please do not hesitate to call.

After you have finished most of your analytical work, it may be appropriate for
us to visit with you again to review your findings and provide you with any ad-
ditional information that you may require.
I greatly appreciate the fact that you are keeping me informed of your progress.
Best regards.

Very truly yours,

AN

W. G Hays, Jr.

Financial Consultant to the Trustee

& Chief Executive Officer

WGH/hp
cc: Maurice N. Maloof, Esq.



January 20, 1978

Mr, W. G, Hays, dJr.
Financial Consultant to the Trustee
and Chief Executive O0fficer
North American Acceptance Corporation
1720 Peachtree Road, N.W.
Atlanta, GA 30309
Re: Desert Carmel
GECEX #1215

Dear Bil11:

Most of the readilv available facts have been acquired, assimilated, and
composited. Included is mainly surface information from observations made in
the field, from freshly nrocured aerial photoaraphy, from the records and data
sent by you and your associates, and a brief preliminary examination of records
at the Pinal County recorders off1ce in Florence and the U.S. Geoloaical Sur-
vey around water well records here in Tucson.

The enclosed Cormmositke Information Map shows the surface situation in some
detail and to scale. Concentration of drill hole sites shown both north of,
south of,and within the SE 1/4 of Section 13, T.65., R.4E., is obviously the
area of nrimarv mineral interest and apparently includes the discovery announced
publicly in 1976 by the Hanna - Getty joint venture, of which Coastal Mining
Company, a Hanna subsidiary,is the joint venture operator.

Such "pattern type drilling" as this, on centers as close as from 200 to
500 feet apart, definitely indicates "proving up" activity of the kind which
occurs durina the transition phases from mineral discovery to mine feasibility
study and/or pre-mine develorment, provided that favorable enough drilling re-
sults and economic conditions continue to prevail as the work toes alonq. App-
arent irrecular gans in the otherwise reqular drilling pattern may be caused by
obliterated drill hole evidence - dozing clean un etc., or it may relate to
legal access and/or property ownershin problems. Geoloaic factors at depth
could also cause such aaps in the drillina pattern.

Full significance of the square pattern drilled on 500 foot centers in the
NE 1/4 of Sec. 13 (anparently done by ASARCO),is slightly more difficult to in-
terpret, but it appears very likely that they have at least a small piece of the
ore body if not a rather larae portion of it - say up to as much as one third.
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Exactly why ASARCO's drilling activity has been stopped may or may not be
of particular significance to anyone but themselves, but I can't heln but
wonder if your specific position in the matter could have had any special
bearing on their decision? Allowing for some adverse boundary constraints
affecting an otherwise "normal" drilling pattern influenced mainly by sub-
surface geologic factors, there appears to be a slightly west of North and
east of South trend to the main area of drill concentration at present.

But, given no property constraints of any kind whatsoever as to where drill-
ing sites might be chosen, such a trend might disappear and some other trend
become apparent.

Unfortunately, practically no clear or definite subsurface econemic-
economic geoloaical information showed up in the aerial photogranhy. How-
ever, examination of published U.S. Geological Survey aerial maanetic data
of the area - U.S.6.S. 1965 Geophysical Investigations Map GP 548, does in-
dicate an inferred geologic trend striking roughly N45°E through the middle
of the SE 1/4 of Sec. 13, T.6S., R.4E., across Desert Carmel property and
through ASARCO's Sacaton pit area. This trend could have some influence on
the present location of AMOCO drilling. It also correlates with the strona-
est response detected by Mining Geophysical Survey's induced polarization
"~ (IP) 1ine 5 on either side of Montgomery Road on Desert Carmel property.
Possible relation of that response to sulfide mineralization within the allu-
vial covered bedrock beneath Desert Carmel nroperty is encouragina. But con-
centration of iren sulfide (pyrite) is relatively quite common, whereas con-
centrations of copper sulfide are not. This is especially true of ore-grade
or commercial concentrations of copper sulfide.

Ultimate resolution of these possibilities one way or the other can only
beain to be really indicated by drilling. Drilling costs for the kind of
drilling required may vary from less than $5.00 per foot to over $25.00 per
foot, depending nartly on subsurface conditions and certain calculated risk
factors which might or might not be tolerated. Perhaps at this point, $15.00
per foot would be a useful working ficure. Based on nearby Hanna - Getty re-
ported copper mineralization depths of 1600 to 3300 feet, initial drilling
would have to be programmed from a minimum of 2000 feet to a maximum of 4000
feet, or from $30,000 to $60,000 per hole or roughly $45,000 average per hole
budgeted.

Ideally, a minimum initial program of three holes should be considered
if dnilling is decided to be done, or a total of $135,000.00. In addition,
and prior to any drilling, added geophysical coverage may be warranted to help
quide the exact positioning of any initial drill hole sites at an approximate
cost range of $5,000 to $10,000. Conceivably, such added geophysical coverage,
if results were favorable enough, could enhance the present mineral interest
in Desert Carmel. On the other hand, if results were entirely negative, the
opposite effect is not as 1ikely because the ceoqraphic proximity value for
plant space, dump space, qround water rights etc., is still there, regardless
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of the indicated mineral production potential. Moreover, the nature of most
aeophysical data is such that it may ouide or enhance things, but rarely does
it catecorically rule out everything. In any case, geophysical evidence 45

is indirect and the appraisal of it must be interpretational.

On the other hand, drilling resutts, though they still must also be in-
terpreted, are generally done so as to be as factual as possible and unlike
geophysics they directly represent a sample of the subsurface material in
question. Thus, prior to actual drilling, the mineral potential anpraisal
must remain essentially qualitative and only after drilling results begin to
become available can the appraisal start to become at all quantitative.

With the foregoing as a preamble, it should be obvious that no before-the-
fact approach to maximize correctness of any trust decisions made, is goina to
be absolutely risk free. For example, one extreme possibility is for economic
conditions to force Hanna - Getty and ASARCO to completely abandon their plans
and holdinaos and thereby for you to have lost not only their offers, but also
the offers of the others currently interested in the area. Meanwhile, of
course, afthébhing better transpired with respect to the appreciation of Desert
Carmel's value, then having missed the acceptance of the best "outside” offer
would be considered regrettable. The 1ikelihood of this possibility is
extremely remote. Aside from the adverse effects of continuing title conflicts,
etc., most probably, Desert Carmel value will appreciate with time and espec-
ially so in the mineral sense, and at least for a vear or more. As fot solely
the nure real estate value, you probably already have advice more qualified
?han ougs, but of course that aspect also should be factored into any decis-

ons made.

Unless there are certain time factors unknown to us here, time appears to
be mostly in your favor except possibly for the JV offer from Oxy, or other
"outsider" offers such as AMOCO might make or has made. "Outsider" groups
1ike those, other than ASARCO & Getty - Hanna, would be gambling that their
proposed investment in exploration expenditure on Desert Carmel could perfect
more than just a nuisance position. In order to evaluate all the proposals
we need a better quantitative feeling recarding the various conditional fac-
tors mentioned such as conveyance of clear title etc., and/or potential time
and cost factors related to correcting title imperfections, if any. Can you
assist us a 1ittle more along these lines?

Similarly, 48ARCO's offer is difficult to fully evaluate without complete
understanding of the precise terms and status of the various outstanding notes,
etc. Aside from these types of factors, and any associated or other time re-
lationships unknown to us, your decisions would not appear to require any
jmmediate hurry. Of course this situation could change suddenly by some de-
velopment that we cannot anticipate now.
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You should be aware that if our orebody location and property ownership
information are at all accurate, even though Hanna - Getty may have the 1ion's
share of the orebody, they will be very hard put to mine it economically if
at all without adversely and seriously infrinaino on ASARCO interests and vice
versa. This means a better than even chance at this point that they will
eventually get together in some way, if in fact they haven't already.

As far as Oxy etal and AMOCO are concerned, they are simply working on
what may be the best of what's left and available, while hoping to establish
a worbhwhile although somewhat more tardy position. Certainly a deal with
Desert Carmel could enhance this possibility considerably for them, but not
necessarily for vou depending on their type of deal. We have the copy of the
lease and option agreement which accompanied your letter of 4 January 1978,
but this appears to be a sample of what they are offering individual lot owners,
with descriptions referenced to Exhibit A which was not included with the mat-
erial received from you. Have AMOCO made any specific offers to you regarding
the whole rest of Desert Carmel and if so may we get the particulars of any
such offer made?

This preliminary letter report is being sent together with the accompany-
ing Composite Information Map previously mentioned and both in duplicate.

We will look forward to your response.
Sincerely,
Heinrichs GEOEXploration Co.

G e K%

Walter E. Heinrichs, Jr.
P.E. & C.P.G.S. #688

WEH:mt
Enclosure: 1




January 6, 1978

Mr. W. G. Hays, Jr.

Financial Consultant to the Trustee
and Chief Executive Officer

North American Accpetance Corporation

1720 Peachtree Road, N.W.

Atlanta, GA 30309

Re: Desert Carmel
GEQEX #1215

Dear Bill:

Your letters and respective enclosures of 30 December 1977 and 4 January
1978 are in hand and are most anpreciated. These clear up at least the one
main question we had regarding title to the parcel sold to ASARCO (shown in
red on the sketch accompanyino vour letter of 4 January 1978). Incidentally,
I learned today that Freeport Minina Corporation reportedly is involved with
ASARCO, alone or with others, as joint venture partners in the area. Appar-
ently that particular parcel would be included in that joint venture, but what
else in addition, or if actually something else is included, is not clear.

Aerial photos have been flown. e rewdewed the first orints today and
I believe they will help depict the surface situation quite well and in con-
siderable detail. Enlargements will be available late next week. Ultimately,
we probably will have a composite photo-mosaic made of the area. In any event,
we will use the photos for preparina our base illustration and geologic and
economic analysis - along with the offer details you have provided to us and
any other relevant ownership details available. In connection with the latter,
it may become desirable to plot the precise current ownership of each separately
owned parcel, including each individual lot etc., but we will hold that in
abeyance for now.

Reoarding the offers, please rest assured that the confidential nature of
them will be protected by us as professionals in your behalf entirely. As soon
as they are completely assimilated we will doubtless have comments for you.

t Faithfully,

WEH:mt Walter E. Heinrichs, Jr.
Extra carbon copy enclosed P.E. & C.P.G.S. #688
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Mr. Walter E. Heinrichs, Jr. d
P.E. & C.P.G.S. #6388 RE&U AN 61978 RE[;,D
Heinrichs Geoexploration Company 7
P. 0. Box 5964 BOX 594 TUCSON, ARIZONA 85703
Tucson, Arizona 85703 Phone: (AREA 602) 623-0578 _
RE: Desert Carmel, AZ |

GEOEX #1215

Dear Walter:

Your letter of December 27, 1977 had attached thereto a sketch map of the
Desert Carmel Subdivision with indicated areas where ASARCO had drilled.
In reviewing the sketch map, it became apparent that the map included land
formerly owned by NAAC known as Desert Carmel West, which was subsequently
sold to ASARCO. The drilling sites that you indicated are located on the
Desert Carmel West tract. For your information, there is enclosed a copy
of your sketch map, with the present Desert Carmel property delineated in
blue, and the Desert Carmel West property, which was sold to ASARCO, out-
lined in red. The square in the center of the drawing, which you have
designated ""ASARCO?'", is not a part of the present Desert Carmel property,
nor was it a part of the Desert Carmel West property sold to ASARCO. There-
fore, I do not know the ownership of the property.

In view of the foregoing and the attached information, it appears clear that

ASARCO did not trespass upon Desert Carmel property, nor has it drilled upon

present Desert Carmel property. Apparently, the plat maps that we previously
forwarded to you did not eliminate the sold portion of the property.

You requested information concerning the purchase of options by various
mineral companies and in that comnection, attached are the following:

@H) A copy of a letter dated July 6, 1977 from Occidental Minerals
Corporation (0XY), together with an Option Contract with land

;},’ ,» contract vendees, Harold G. Hokanson and Anne L. Hokanson. At- i‘) 7
‘O,,’ﬁ,f“ tached to the Option Contract is a copy of the Contract for the? <5 g\i«‘;‘;'{*‘{zyf
il Sale of Real Estate between Desert Carmel Development Corpora-# o -
tion and the Hokansons. ol 6346, Co vk
/ RO
(2) A copy of a letter from 0'Malley Realty & Development Company to Mi‘5
Desert Carmel lot contract vendees, Mr. & Mrs. Storr. o
’ T e
LO/75 — ,
a7 > S
i ’\h, ”,s . /
/(‘/t'('/ (f».y ,?‘-5‘(,-/ K
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Mr. Walter E, Heinrichs, Jr.
January 4, 1978

3) A copy of a letter dated March 8, 1977 from O'Malley Realty 'i ~
& Development Company to a Desert Carmel lot contract vendee >0 es, oL, -
by the name of C. A, Morsey. TS pog “02,
S
%) A copy of a form letter of OXY used in the solicitation of ’
M optlons 1n the Desert Carmel Subdivision. 5, ?ft(f,/ ——y
S 7/1
5) A copy of a Lease and Option Agreement of Amoco Mlnerals { 454 ;{07, "
ary f ” /
Company . “/os /Da(// c, ,(,

Also attached is a plat of the Desert Carmel West land that NAAC orlglnally/ oy
acquired from Wendell-West and sold to certain mining interests. The land (# “°
was sold to an undisclosed buyer, and only recently was it determined that Sefé(
the buyer is apparently ASARCO. Previously, we were not aware of any mmmg
interests in the property. Wendell-West originally purchased the land from ( ﬁ‘fu /Y, ‘e
four individuals as indicated on the attached plat. The Desert Carmel West )

land is colored in yellow. f '745?’/;@
/ =~
I trust that the above information answers all of the questions raised in | | R AV
your letter of December 27. Please let me know if I may be of further | SHor
assistance. / K<
| s -
Best regards. \\ —Csg-

Very truly yours, B

) !
Z

Financial Consultant to the Trustee
& Chief Executive Officer

WGH/hp

Enclosures

cc: (with enclosure)
Maurice N. Maloof, Esq.
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OC_CQENTAL MINE TALS CORP@RATION

A SUBSIDIARY OF OCCIDENTAL PETROLEUM CORPORATION

IRONGATE BUILDING 4
777 SOUTH WADSWORTH BOULEVARD
LAKEWOOD, COLORADO 80226 U.S.A.

I TELEPHONE (303) 988.2200
CE2YW TELEX 45-819 OXYMIN DVR

CABLE: OXYMIN DENVER, COLO.
DEX 580

June 8, 1977

Re: Lot # Section Desert Carmel

Occidental Minerals Corporation, a wholly owned affiliate of Occidental
Petroleum Corporation, is presently engaged in a copper exploration pro-
gram in the Casa Grande, Arizona region. The area of our current interest
includes part of the Desert Carmel Subdivision and, specifically, we are
interested in the possibility of obtaining an option to purchase your
equity position in the land sales contract on the above-referenced Desert
Carmel property. [To this end, one of our people will be telephoning you
in the near future to discuss, in more detail, the provisions of our
proposal.

I would like to take a moment to explain what is involved in an option to
purchase. Basically, in exchange for a cash payment and other considerations
to you, you (the property owner) will give Occidental the right to buy your
equity and position in the land sales contract covering the above-referenced
Desert Carmel property. Specifically, we are seeking an option to purchase,
at any time during the next 3-year period, your equity position and to assume
your rights and obligations under your land sales contract after we exercise
the option at a price equal to your equity position in the property. Upon
signing the agreement, Occidental will give you an amount equal to 5% of

your equity position and will pay to the property seller, on your behalf, a
sum covering your next 12 months' payments on the property. At the begin-
ning of the second year, unless we have previously terminated the option, we
will again make a single lump sum payment equal to your payment obligation
for the ensuing 12-month period, and similarly for the third year. Also,
during the term of this option, Occidental will pay property taxes and any
other assessment made on the property. In the event we do not exercise the
option to purchase your equity position during the 3-year option period, you
keep the cash payment and the property payments made on your behalf have re-
duced the amount you owe the property sellers.

As you are probably aware, North American Acceptance Corporation, the owner
of Desert Carmel, is in bankruptcy. A Federal District Court Judge has
appointed a trustee to liquidate the assets of the Corporation, which in-
cludes Desert Carmel, and to pay off the creditors to the maximum extent pos-
sible. It appears that North American will not undertake further development




.

O ,‘ o

or installation of amenities at Desert Carmel, but to verify this I
suggest you call the trustee, Robert E. Hicks, in Atlanta, Georgia,
(404) 588-1100.

There is no need to reply to this letter as one of our landmen will be

’telephéning you in the near future, but I will, of course, be pleased

to answer any questions you may have regarding this transaction. I hope
you will be available to talk with our landman and that you will view
this proposal as fair and equitable.

Thank you for your time and consideration.

Sincerely yours,

OCCIDENTAL MINERALS CORPORATION

Frederick B. Park

Vice President - U. S. Exploration
FBP : jmb '
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NORTH AMERICAN ACCEPTANCE CORPORATION

1720 PEACHTREE ROAD, N.W., ATLANTA, GEORGIA 30309 ® PHONE 404 e 873-3921
December 30, 1977

GE & :’E

Cble: eEOEX

Mr. Walter E. Heinrichs, Jr. REE'B “‘}@ffﬂi 4 1978 QEQ,
P.E. & C.P.G.S. #688 i

Heinrichs Geoexploration Company U T—
P. 0. Box 5964 = » ARIZONA 85703

< 5 Phone: .
Tucson, Arizona 85703 . Phone: (AREA 602) 623-0578

RE: DESERT CARMEL
Dear Walter:

In reference to our conversation yesterday concerning your letter of
December 27, I will forward to you the additional information requested
during the week of January 3. :

In the meantime, it occurred to me that you should be aware of the three
offers submitted by Occidental Minerals Corporation, Getty Oil Company,
and Covington Land Company. The offers are intended to acquire the
Desert Carmel property, and copies of the offers are attached. The
Covington Land Company offer is on behalf of ASARCO. The offers are
confidential and are forwarded to you as Consultant of the Trustee of
NAAC. You should, therefore, treat the information in a confidential
manner and not provide the information to others. The offers have not
been accepted by the Trustee.

I will send you additional information next week.

Best regards.

Very trul}%ours ,
/i

W. G. Hays, Jr.
Financial Consultant to the Trustee
& Chief Executive Officer

WGH/hp
Enclosures
cc: Maurice N. Maloof, Esq.
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May 23, 1977

BY HAND

Robert E. Hicks, Esq.

Trustee in Reorganization

of North American Acceptance
Corporation and North American
Acceptance Corporation of Arizona, Inc.
1720 Peachtree Road, N. E.

Atlanta, Georgia 30303

RE: Desert Carmel, Arizona

Dear Mr. Hicks:

We understand that you wish to entertain offers for acqui-
sition of the Desert Carmel properties.

This letter will constitute the offer of Occidental Minerals
Corporation, The Superior 0il Company, Noranda Exploration, Inc. and
Chelsea Corporation (hereafter collectively "Offerors"). It is
understood that this offer is binding, if accepted, on each of the
named entities constituting Offerors, but that each entity shall
~itself be responsible to the Offerees herein only to the extent
of one-fourth of the obligations hereunder imposed upon Offerors.

"Offerees'" when used herein shall mean Robert E. Hicks, as
Trustee in Reorganization of North American Acceptance Corporation
(hereafter '"'NAAC'") and as Trustee in Reorganization of North American

Acceptance Corporation of Arizona, Inc. (hereafter '"NAAC of Arizona').
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"Court" when used herein shall mean the United States Dis-
trict Court for the Northern District of Georgia, Atlanta Division.

”Proceedings” when used herein shall mean the proceedings
for reorganization of a corporation under Chapter X of the Bankruptcy
Act respecting NAAC and NAAC of Arizona, pending in. the United States
District Court for the Northern District of Georgia, File Nos. B74-
290A and B74-631A, and any subsequent proceedings into which they
may be converted by Order of Court.

"Offerees' Desert Carmel Properties'" or '"Properties' when
used herein shall mean all right, title and interest, including, with-
out limitation to the foregoing, all mineral rights which Offerees
have now and at the time of the conveyance contemplated hereunder
(together with any rights which may thereafter be acquired by Offerees)
in and to the real property in Pinal County, Arizona cbmmonly known
as '"Desert Carmel", including all streets, alleys, drainageways, ease-
ments and common areas in each of the subdivisions constituting ''Desert
Carmel", together with any interests, real or personal, which Offerees'
or either of them, or Arizona Title and Trust Company of Pinal County
or any other subdivision trustee may have in or with respect to Desert
Carmel as to which trusts Offerees, or either of them, have beneficial
interests, including such trusts as to which Offerees or either of them
have assigned such beneficial interests to third parties.

Offerors will pay $4,200,000.00 to the designee of Offerees

upon conveyance by Offerees of Offerees' Desert Carmel Properties to
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Occidental Minerals Corporation, as designee of Offerors to hold
record title to such Properties for the benefit of Offerors in
accordance with the separate agreement entered into by Offerors
("Occidental"), subject to and only upon complete fulfillment of
all of the following conditions:

1o

A1l of the Offerees' Desert Carmel Properties shall be con-

veyed to Occidental by Offerees or their designee free of all mort-
gages, liens, claims or other encumbrances; other than mortgages,
liens, claims or other encumbrances:

(a) resulting from existing covenants, QSESEEEEEE and EEEEEES_
tions governing use of the Properties or any subdivision
contained therein and which are effective and filed with
respect thereto ('CCRs"); however, Offerees shall have
certain responsibilities to convey and assign to Occi-
dental certain of such rights as provided hereafter; or

(b) existing in favor of land sales contract vendees result-
ing from the payment under or existence of land sales

" contracts outstanding at the time of conveyance hereunder

with respect to Offerees' Desert Carmel Properties; pro-
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vided, hoﬁever, that the number of lots or parcels
affected by such mortgages, lieﬁs, claims or encum-
brances shall not exceed pen'(lO%) percent of the
number of lots which were subject to land sales con-
tracts outstanding at the time of this offer with

respect to each separate subdivision (other than

smsresesoisalliEGss &, 1, vt nforis ckagiers;

G and A which subdivisions will be the only ones

used by Offerees for purposes of relocating vendees)
forming a part of such Properties. The number of lots
or parcels in subdivisions M, L, J, Ky I, B, €, B,
GPl, GP2, GP3, G and A as to which vendees have not
waived the rights they might otherwise have under

CCRs to prohibit Offerors from conducting surface

test driiling for mineral exploration purposes and
who have not granted to Offerées assignable easements
for entry and access to such lots for such test drill-
ing purposés and who have not granted mineral rights
and a right to conduct mining activities mor; than

500 feet below the surface shall not exceed ten (10%)
percent of the number of lots in each‘of such subdi-

visions which were subject to land sales contracts

outstanding at the time of this offer.

—y T T



(a)

(b)

O | ®

Z.

Offerors shall have been satisfied that:

fee simple title, including, without limitation, mineral
rights, is in the Trustee of NAAC of.Arizona with respect
to all those pbrtions of Offerees' Desert Carmel Prop-
erties not subdivided, designated as Tract No. T4 (in-.
cluding Tract C (school site)) and the Tract bearing the
legend "Reserved for Outdoor Recreation' on the map of
Desert Carmel which has been supplied to Offerors by the
Trustee of NAAC of Arizona and with respect to the lots
described in the attached Exhibit "A"; and that fee simple
title including, without limitation, mineral rights is in
the Tfustee of NAAC of Arizona with respect to all of the
streets, alleys, drainageways, easements and common areas
in each of the subdivisions constituting "Desert Carmel',
that fee simple title, including without limitation,
mineral rights, is in the Trustee of NAAC of Arizona
with respect to all of the lots described in Exhibit

"B" subject only to such equitable lien rights, ease-
ment rights or other interests in said property which
may exist in the vendees of such lots as a result of

the payment by vendees under the land sales contracts
orvthe rejection of land sales contracts pertaining to
such lots by said Trustée in the Plan of Reorganization;

provided, however, that such equitable lien rights,

5

T TTroronrn§onrImr



(c)

(d)

@ O

easement rights or other interests of such vendees
shall exist as to no more than ten (10%) percent of

all lots listed on Exhibit ''B";

that fee simple title, including, without limitation,
mineral rights, is in the Trustee of NAAC of Arizona

as to all of the lots described in Exhibit '"C', except
those that are conveyed by him to third persons as

part of the Plan of Reorganization of NAAC of Arizona;
and as to each of such lots described in Exhibit "C'
that the said Trustee conveys to third persons as part
of such Plan of Reorganization, that in making such con-
veyances he has reserved all mineral rights and an
assignable easement sufficient to allow entry and
access to such lots for mineral exploration and other
related activities as well as the right to conduct
surface test drilling; and

that the Trustee of NAAC of Arizona owns as to at least
ninety (90%) percent of the lots described in Exhibit
"D" all mineral rights, an assignable easement suffi-
cient to allow entry and access to each of such lots

for mineral exploration and other related activities
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as well as the right to conduct surface test drilling;
and further that the Trustee of NAAC of Arizona has
obtained from the land sales contract vendees of at
least ninety (90%) percent of the lots described in
Exhibit "D" waivers or conveyances of any lien rights,
easement rights or other rights which may exist under

CCR's or otherwise, which could interfere with or

prevent surface test drilling or the conduct of mining

activities more than 500 feet below the surface.

2

Offerees shall have caused to be entered final orders of the

Court in the Proceedings, no longer subject to appeal:

(a)

(b)

Apprbving the acceptance by Offerees of this offer and
the written agreement céntemplated hereunder;
Confirming a Plan of Reorganization of NAAC of Arizona
which (i) provides for conveyance of Offerees' Desert
Carmel Properties to Occidental, including, without
limitation, the rights obtained by Offerees under the
Plan of Reorganization in mineral rights, easements for
surface drilling purposes and waivers respecting CCRs;
(ii) provides for rejection by the Trusteé of NAAC of

Arizona of any obligation to the land sales contract
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vendees to develop any portion of the Properties or

to deliver deeds to them with'respect thereto as

might be required under the land sales contracts;

(iii) 1is conditiéned upon and produces: (a) an express
and binding release and waiver fromvvendees of at least
ninety (90%) percent of the lots in each subdivision

in the Properties included and described in the attached
Exhibit "B", in a form satisfactory to Offerors, of all
liens, claims or rights such land sales contract vendees
may have in or with respect to said lots; (b) an express
and binding conveyance by land sales contract vendees

of at least ninety (90%) percent of the lots in each
subdivision included and described in Exhibit "D" to the
NAAC of Arizona Trustee of all mineral rights and a right
and easement for entry and access to such lots to conduct
test drilling for mineral exploration purposes with
respect to such lots, together with a release and waiver
of any rights or easements they might have under the
CCRs to prevent surface test drilling or the conduct of
mining activities more than 500 feet below the surface;
and (c) an express conveyance of the mineral rights, the

easement for entry and access and for test drilling purposes
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and a release and waiver of any rights.or easements
under the CCRs to prevent surface test drilling or
the conduct of mining activities more than 500 feet
below the surface from at least ninety (90%) percent
of those land contract vendees with respect to lots
from which they relocate under the Plan of Reorgani-
zation who are, underAsaid_Plan, relocated into one
of ‘the: lots listed:in Exhibit "C!loxs! D aiand

(¢) Finding that Offerors do not by consummation of this

transaction or acceptance or taking of the conveyance
contemplated hereunder, become resﬁonsible for develop-
ment of the subject property or otherwise have duties
with respect to land sale contract vendees.

4.

Offerees shall have conveyed to Occidental the Properties
described in paragraph 1 of these conditions, together with the
mineral-rights and easements described in paragraph 3}hereof and
shall have delivered to Occidental the waivers“and releases contem-
plated to be obtained from the vendees in paragraph 3 hereof.

T
Offerees shall not be required td convey to Offerors the

rights of the Offerees to receive payments under the land sales con-




O o ' @

tracts owned by Offerees. Offerees shall not, however, enforce
payment of the outstanding balance of any land sales contract with
respect to any lot as to which the vendee's fights are acquired by
Offerors.

6.

Offerors and Offerees shall have entered into a written
agreement respecting such disposition generally embodying terms con-
sistent with the provisions of this offer.

¥

Offerees shall have made available for inspection and copying
by Offerors books, records and writings, including computer printouts,
respecting interests relating to Desert Carmel and other information
reasdnably required by Offerors.

8.

Offerees shall not'have conveyed any of the Desert Carmel
Properties in which they have an interest at the time of this offer
to any persons other than conveyances of lots required to be made
to land contract vendees, Oor conveyances necessary for relocation
of vendees as to the relocation areas under the Plan of Reorganization.

This offer expires at five o'clock, Post Meridiem

on June 23, 1977 and must be accepted in writing, delivered

10
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to Oscar N. Persons, Alston, Miller & Gaines, 35 Broad Street,
Atlanta, Georgia 30303.

OCCIDENTAL MINERALS CORPORATION

22/

BY: /"\C\,\./
Frederick B. Park
Vice President

ATTEST: THE SUPERIOR OIL COMPANY
By: IS L
A851sta t Secretary Senyar'ViCe President

NORANDA EXPLORATION, INC.

L\ﬂc/-/il.if“k4’

CHELSEA CORPORATION

By: /?Z,&Qfﬁ @

P”<C—S
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Gelty Oil Company l 3810 Wilshire Boulevard, Los Angeles, California 96010 » Telephone: (213) 381-7151

®

Minerals Exploration Departmant

May 19, 1977

Mr. W. G. Hays, Jr.

North American Acceptance Corporation
1770 Peachtree Road, N.W.

Atlanta, Georgia 20309

Dear Mr. Hays:
Re: North American Acceptance Corporation of Arizona, Inc.

Desert Carmel Twp. 6 South, Ranges 4 and S East,
Pinal County, Arizona

In response to your letter dated Februvary 22, 1977, this letter will
confirm our continued interest in the available Desert Carmel acreage.

It is our understanding that North American Acceptance Corporation
of Arizona, Inc. will be able to convsy the surface and mineral estates to
somewhere between 960 and 1600 acres, free and clear of all liens and
encumbrances including, but not limited to, any covenants and obligations
with respect to the following:

1. The other purchasers in Desert Carmel.

2. The "declaration of establishment of conditions and
restrictions for Desert Carmel."

3. Membership, dues and assessments with respect to
Desert Carmel Country Club, Inc.

Assuming North American Acceptance Corporation of Arizona, Inc. can
perform in accordance with the understanding stated in the immediately '
preceding paragraph, or some other mutually acceptable understanding, we
are prepared to make an offer of Two Thousand Dollars ($2,000.00) per acre.
The total purchase price would be payable in cash upon acceptance of title
to the mineral and surface estates for all such acreage North American
Acceptance Corporation controls in the Desert Carmel development and con-
firmation of the sale by the judge in bankruptcy.

Our wvaluation to date has been rather cursory in that we have been
Lrying to develop a picture as to what are the rights and obligations
applicable to each category of Desert Carmel acreage. For example, we have
problems evaluating the value of the right North American has to trade out
the various existing lot ownsrs as wall as the value of the existing improve-
ments. The net effect of this evaluation suggests that additional discussions
should occur so that we will be able to make a full and complete offer.
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May 19, 1977
Mr. W. G. Hays, Jr.
North American Acceptance Corporation

At your earliest convenience, please advise us as to how you desire
to proceed further with this proposal. We would be most pleased to enter
into private negotiations, participate in public auction or submit a sealed
bid. OFf course, participation would be dependent upon the commitment that
North American Acceptance Corporation of Arizona, Inc. intends to dispose
of the acreage.

We look forward to your reply.

Cordially,

GETTY OIL COMPANY

By @é"" ﬁ%/é

DAN: i3

cc: Mr. W. P. Weber, Hanna Mining Company
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COVINGTON [ AND COMPANY
c/o Jones, Bird & Howell
Haas-Howell Building
Atlanta, Georgia 30303
Attn: Ralph Williams

May 23, 1977

North American Acceptance Corporation
1720 Peachtree Road, N.W.
Atlanta, Georgia 30309

Re: North American Acceptance Corporation
of Arizona, Inc.

Gentlemen:

Covington Land Company (COVINGTON) herewith responds to the letter
dated February 22, 1977, from North American Acceptance Corporation (NAAC)
soliciting offers to purchase the Desert Carmel development near Casa Grande,
Arizona, which is owned by North American Acceptance Corporation of Arizona,
Inc. (NAAC-A).

Subject to the execution and delivery of written contract documents
setting forth the provisions of this letter, and the final approval of such
documents by the United States District Court for the Northern District of
Georgia (the COURT), COVINGTON herewith offers to purchase from NAAC, at a price
and on the terms herein set forth, the assets (the ASSETS TO BE PURCHASED)
listed in ARTICLE 1. COVINGTON agrees to meet with NAAC within 10 days after
acceptance by NAAC of this offer to prepare the requisite contract documents in
accordance with this Tetter and thereafter to forthwith execute and deliver such
documents.

1.

ASSETS TO BE PURCHASED

1.1 INDEBTEDNESS. COVINGTON will purchase from NAAC all indebtedness
owed by NAAC-A to NAAC, including, but not Timited to:

(i) $7,000,000, 22% promissory note made by Desert
Carmel Development Corporation payable to NAAC,
dated September 30, 1969.

(ii) $1,716,364.86, 22% promissory note made by Desert
Carmel Development Corporation, payable to NAAC,
dated September 30, 1969.
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The purchase of such indebtedness shall include the purchase of all security and
collateral for such indebtedness, including but not limited to:

(x) Realty Mortgage made by Desert Carmel Development
Corporation in favor of NAAC, dated September 30,
1969, recorded in Docket 580, page 909, Pinal County,
Arizona Records, conveying certain real property to
secure the $7,000,000 promissory note referred to above,
as amended by Agreement Amending Realty Mortgage between
the same parties, dated February 20, 1970, recorded
in Docket 593, page 474, aforesaid records.

(y) Realty Mortgage made by Desert Carmel Development
Corporation in favor of NAAC, dated March 5, 1970,
recorded in Docket 594, page 943, Pinal County,
Arizona Records, conveying certain real property to
secure a $5,000,000 obligation.

1.2 STOCK. COVINGTON will purchase from NAAC all of the issued and
outstanding capital stock of NAAC-A.

1.3 LOTS. COVINGTON will purchase from NAAC all of the lots in the

Desert Carmel development now owned by NAAC or hereafter acquired by NAAC
pursuant to 3.6.

1.4 OTHER PROPERTY OR ASSETS. COVINGTON will purchase from NAAC any
contracts for the sale of any Tot in the Desert Carmel development or any other

property or assets of NAAC which are in any way related to NAAC-A or the Desert
Carmel development.

2
PURCHASE PRICE

2.1 PURCHASE PRICE. The purchase price (PURCHASE PRICE) for the
ASSETS TO BE PURCHASED is:

(i) For the indebtedness described in 1.1 and
the mortgages and other security securing

such indebtedness .....eeuienn e, '$ 1,200,000.00
(ii) For the stock described in 1.2........... $ 1.00
(131) For the Tots purchased from NAAC
described in 1.3, . ..., $ ' 1.00
(iv) For the other property and assets
described in 1.4, .. .. $ 1.00
TOTAL $1,200,003.00
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2.2 PAYMENT. On the execution and delivery of the contract documents,
COVINGTON shall pay to NAAC the sum of $100,000 as earnest money to be applied
to the PURCHASE. PRICE. On the CLOSING DATE upon the consummation of the purchase

and sale of the ASSETS TO BE PURCHASED, the PURCHASE PRICE less the earnest

money deposit, shall be paid by Bank Cashiers or Bank Certified Check drawn on a
National bank Tocated in New York City or Atlanta, Georgia.

2.3 FREE FROM LIENS AND LIABILITIES. On the CLOSING DATE the ASSETS
TO BE PURCHASED shall be transferred to COVINGTON free from all liens, encumbrances,
security interests, mortgages, deeds of trust, and liabilities.

3,

CONDITIONS PRECEDENT TO
SEEKING COURT APPROVAL

3.1 CONDITIONS PRECEDENT. Prior to seeking COURT approval of the
sale of the ASSETS TO BE PURCHASED, and as a condition thereto, each of the
conditions of this Article 3 must be met, unless waived in writing by COVINGTON.

3.2 PURCHASE REVIEW. COVINGTON shall, at COVINGTON's expense, with
the permission and full assistance and cooperation of NAAC and NAAC-A, cause the
accounting firm of COOPERS & LYBRAND to make a prepurchase review of the books,
records and accounts of NAAC-A, and COOPERS & LYBRAND must without exception or
reservation, certify to COVINGTON:

(i) That the amount owed on the promissory note described
in 1.1(i) is not less than $5,000,000;

(1) That the amount owed on. the promissory note described
in 1.1(ii) is not less than $1,716,364.86;

(ii1) That the total Tiabilities of NAAC-A do not exceed those
listed in the Statement of Financial Position dated
January 31, 1977, prepared by Robert E. Hicks, Trustee;

(iv) That the total authorized capital stock of NAAC-A consist
of 250,000 shares of common stock and that the total
number of shares issued and outstanding is 250,000 shares,
which stock is registered on the books of NAAC-A in the
name of NAAC;

(v) That the total number of unsold lots in the Desert Carmel
development owned by NAAC-A is not less than 2700 and the
total unsubdivided acreage owned by NAAC-A is not less than
370 acres;
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(vi) That COOPERS & LYBRAND ha:s uncovered no condition of
NAAC-A which is materially adverse to the condition of
NAAC-A set forth in Pro-Forma-A, attached hereto (except
for the value of land inventory which is recognized to’
be less than stated in Pro-Forma-A).

8.3 COMMITMENT FOR MORTGAGEE TITLE INSURANCE. Lawyers Title of
Arizona has issued its commitment (on American Land Title Association Commitment
Form 91-88) to insure that upon the purchase of the promissory notes described

in 1.1 and the assignment of the mortgages described in 1.1(x) and (y), COVINGTON

will have a first mortgage and senior lien on not less than 2700 lots and not
less than 370 unsubdivided acres in the Desert Carmel development.

3.4 COMMITMENT FOR OWNERS TITLE INSURANCE. Lawyers Title of Arizona
has issued its commitment (on American Land Title Association Commitment
Form 1004-2(8-731) to insure that NAAC-A owns not less than 2700 lots and not
less than 370 unsubdivided acres in the Desert Carmel development subject only
to the mortgages described in 1.1(x) -and (y) and the Tien for unpaid taxes.

3.5 TAX CLOSING. NAAC-A has entered into a "Closing Agreement" with
the Commissioner of Internal Revenue pursuant to Section 7121 of the Internal
Revenue Code of 1954 providing that NAAC-A owes no federal income tax for any
period prior to 1977 and that NAAC-A has received a certificate of good standing
from the State of Arizona providing that NAAC-A owes no Arizona state income tax
for any period prior to 1973.

3.6 UNENCUMBERED LOTS. NAAC has acquired from NAAC-A all of the Tots
in the Desert Carmel development which are owned by NAAC-A and are not subject
to the realty mortgages described in 1.1(x) and (y).

3.7 SECURED CLAIM. HNAAC-A has settled and/or satisfied all secured
claims against NAAC-A except for the claim of NAAC and has obtained the release
of all collateral for such claims.

4.
COURT APPROVAL

4.1 COURT APPROVAL. After each of the conditions set forth in Article
3 are satisfied, or waived in writing by COVINGTON, NAAC as a condition to the
closing of the purchase and sale of the ASSETS TO BE PURCHASED, must obtain an
order of the COURT, in form and substance satisfactory to COVINGTON, authorizing
the Trustee of NAAC to sell and transfer the ASSETS TO BE PURCHASED, to COVINGTON
on the terms and conditions of the contract documents. The order must state
that the Court has, as a finding of fact and conclusion of law, determined that
the debts created by the promissory notes described in 1.1(i) and (ii) and the
mortgages described in 1.1(x) and (y) are valid and perfected, and such order
must further state that the secured claim of NAAC pursuant to said notes and
mortgages is proved and allowed in an amount not less than the amount advanced
thereunder, which amount is at least $1,200,000. As a condition to closing such
order must be obtained, the time for filing an appeal from such order must have
expired without an appeal being filed, or if an appeal was filed the order must
be affirmed and the time For further appeal expired.
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DEVELOPMENT OBLIGATION

5.1 REJECTION OF DEVELOPMENT OBLIGATION. As a condition precedent to
closing, the Court, in the proceedings involving NAAC-A, must have, upon application
of the Trustee for NAAC-A issued a final order rejecting as executory contracts,
any obligation on the part of NAAC-A to provide streets, water, sewer (storm and
sanitary) and other utilities and amenities to lot owners or persons purchasing
Tots or having contracts to purchase lots in the Desert Carmel development and
the time for filing for an appeal from such order must have expired without an
appeal being filed or if an appeal was filed the finding of the Court rejecting
such obTigation must have been affirmed and the time for further appeal must
have expired.

6. ot

REPRESENTATIONS, WARRANTIES
AND COVENANTS

6.1 STATUS. . NAAC represents and warrants that it has full power and
authority to accept this letter.

6.2 OWNERSHIP. NAAC represents and warrants that it owns the promissory
notes described in 1.1(i) and (ii) and 225,000 shares of the common stock of
NAAC-A, both free and clear of any mortgage, security interest, pledge or other
encumbrance.

6.3 COURT PROCEEDINGS. NAAC agrees that it will file or cause to be
filed all applications and related and supportive documents necessary to obtain
the Court orders and approvals required by 4.1 and 5.1 and that it will use all
reasonable efforts to obtain such orders and approvals.

6.4 OTHER ASSETS. NAAC represents and warrants that to the best of its
knowledge neither NAAC nor any subsidiary of NAAC other than NAAC-A owns any asset
pertaining to the Desert Carmel development which is not covered by this offer.

£
- CLOSING

7.1 CLOSING. The closing of the purchase and sale of the ASSETS TO
BE PURCHASED shall be held in the offices of Jones, Bird & Howell, Atlanta,
Georgia 30303, at 10:00 A.M. on the third Monday (the CLOSING DATE) following
the satisfaction of all conditions set forth in Articles 3, 4, and 5 and Section
/.3.

7.2. TERMINATION. If the closing has not been consummated on or
before the 31st day of December, 1977, COVINGTON may, on such date, or at any



time thereafter, before the closing js Consummated, terminate the contract

documents, and in such event, NAAC w111.1mmediate1y refund the earnest money tq

COVINGTON and COVINGTON and NAAC will be released of 7] obligations under the

contract documents . If the closing has not been consummated before December 315

1980, the obTigations of COVINGTON and NAAC under the contract documents will

automatica?]y terminate, the earnest money will pe refunded and COVINGTON and
AC will pe released fron the contract document,

7.3 CONDITIONS 10 CLOSING. 1In addition to a17 other conditions
herein contained, the obligation of COVINGTON to consummate the purchase and

sale of the ASSETS TO BE PURCHASED g expressly subject to and conditioned upon
the fo]]owing:

described in 3.3 and that the premium on such policy
be paid by NAAC;

(vi) That the title insurance company described i 3.4 i§sué
other than the pPrinted exception and an exception for
the lien for unpaid taxes, any Tlots obtained by COVINGTON
from NAAC pursuant to 1:3; '

(vii) That NAAC delivers each and every document required by
7.4,

(viii) That the sums collected by the Trustee for NAAC—A Since
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(ix) That all fees for the Trustee, Attorney for the Trustee
and Attorney for debtor, administrative cost, and
Referee's expense fund allocations in the NAAC A proceeding,
accrued through the CLOSING DATE, be determined and approved
by the Court in an amount acceptable to COVINGTON.

7.4 DOCUMENTS DELIVERED BY NAAC. On the CLOSING DATE, NAAC shall
deliver to COVINGTON or COVINGTON's nominee:

(i) The promissory notes described in 1.1(i) and (ii)
endorsed as directed by COVINGTON, but without
recourse;

(i) An assignment, in recordable form, with all requisite
transfer taxes paid, conveying the realty mortgages
described in 1.1(x) and (y) to the assignee of the
promissory notes;

(i11) A transfer of the stock described in 1.2 to the parties
selected by COVINGTON in such form as is required by
the secretary or transfer agent of NAAC-A;

(iv) A trustee's deed, or deeds, to the parties designated
by COVINGTON, conveying the Tots described in 1.3;

(v) A bill of sale or trustee's deed or both to the parties
designated by COVINGTON conveying the property described
in 1.4;

(vi) Such other and further documents as counsel for COVINGTON
may reasonably require in order to effect the consummation
of the purchase and sale of the ASSETS TO BE PURCHASED.

7.5 POSSESSION. Possession of the ASSETS TO BE PURCHASED shall be
delivered to COVINGTON or its designees on the CLOSING DATE.

8.
DEFAULT

8.1 DEFAULT. If the purchase and sale pursuant to the contract
documents is not consummated through default of NAAC, COVINGTON's earnest money
shall be promptly refunded to COVINGTON. If such sale is not consummated because

of COVINGTON's default, then NAAC shall retain the earnest money as full liquidated
damages for such default and COVINGTON shall be released and relieved of any and
all liability or obligation whatsoever under the terms of the contract documents.
It is understood and agreed that the right of NAAC to receive and retain the
earnest money as full liquidated damages shall be the so]e remedy of NAAC in the

event of default by COVINGTON.




9,
PLAN OF REGRGANIZATION
9.1 PLAN. COVINGTON will, within a reasonable time, after the consum-

mation of the purchase and sale of the ASSETS TO BE PURCHASED offer to the COURT
a plan of reorganization in bankruptcy for NAAC-A.

10.
GENERAL

10.1 GENERAL. The contract documents shall contain such other and
further provisions and agreements as are customary in contracts for the purchase
and sale of debt obligations and capital stock.

10.2 NOT SEVERABLE. This offer is an offer to purchase all of the
ASSETS TO BE PURCHASED and it is not severable. If any of the ASSETS TO BE
PURCHASED are eliminated from the acceptance or from the contract documents,
then this offer is void.

10.3 TERM OF OFFER. This offer shall, unless extended in writing by
COVINGTON, terminate on May 31, 1977. This offer can be accepted only by written
notice delivered to COVINGTON. :

COVINGTON LAND COMPANY

el ﬂk@w%f

Y




Schedule
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NAAC-ARIZONA

($000)

O

PRO-FORMA A

Cash
A/R - Land Contracts

~ A/R - Other

Land Invéntory
Other Assets

Total Assets
AP

Reserve for Asset
Valuation

Due Affiliated Campanies -

Priority Property Taxes
Pacific Security
Unsecured Liabilities
Estimate to Camplete
Development

SMI Settlement Note
Liabilities
Due NAAC-Georgia

Total Liabilities

Net Worth

Pro-Forma A

1-31-77 Adjustments

1,628
817
457

5,471
495

8,868
784

2,139
6
. 259

155
107

879

400

4,729

7,210

11,939

(3,071)

(402)
3,146
(457)
685
(5)

2967
(9)

(2,139)
(6)

(879)
(400)

(3,433)

(7,210)

1,226
3,963

6,156
490

11,835
775

259
155
107

1,296

1,296

10,539



Schedule

1

v

Unrestricted Cash ' 537
Less SMI Settlement 402
Restricted Cash 1,091
Total Cash , 1,226
New Land Contract A/R 817
Add AMCA/Colonial Note 452
Add Deferred Income 667
Total NAAC A/R 1,936

Add SMI Settlement EX "D | |
Accounts of $445 2,027
3,‘963

Due from Affiliated Companies ) 80
in Chapter X Proceedings ) 358
Miscellaneous Other A/R 18
' 457

These A/R have no value.

NAAC Land Inventory 5,471
Add SMI "D" Accounts at

Original Sales Price ' 685

6,156

Other Assets ' 495

Less Livestock (1)

Less Net PP&E (4)

490

A/P 784

Less SMI Advance 9

775




December 27, 1977

Mr. W. G. Hays, Jr., Chief Executive Officer
North American Acceptance Corporation

1720 Peachtree Road, N.W.

Atlanta, GA 30309

Re: Desert Carmel, AZ
GEQEX #1215
Dear Bill:

This letter will serve to update you on the status of matters upon your
return from the holidays.

The situation in the field remains essentially as was back in September.
Enclosed rough sketch depicts some of the major factors to scale and with
respect to the Desert Carmel surface boundaries as provided by M R. R. Bennett.

Foremost of the continuing activity is still that being carried out by
Coastal Mining with six rigs operating in the one relatively small area as
shown. As you probably already know, Coastal Mining represents an exploration
subsidiary of Hanna Mining Company and in this case, they were the original
managers of a joint venture with Getty 0i1 Corporation and perhaps others (?).
Evidence indicates the type of concentrated effort which is commonly involved
in drilling-out and attempting to prove economic copper mineral deposition. In
order to provide us with a better quantitative basis for additional evaluation
and you with a more clear and detailed illustration of the situation, we have
arranged to obtain some new aerial photography of the area. This will be done
as soon as our local weather conditions permit - hopefully late this week. If
so the initial pwints should be available early in January 1978.

Other confirmed activity, of probable lesser order of importance, is drill-
ing, apparently done by ASARCO, immediately west of the Coastal Mining concen-
trated zone. At least seven fairly recent sites were found in this area and
five of these appear to have been drilled on Desert Carmel property. This
latter point requires further investigation in order to gain full benefit on
your behalf. First, was permission ever given to ASARCO to do this work on Desert
Carmel property? If not, does that mean ASARCO trespassed, or are the mineral
and surface rights separated and/or in some question as to who has title to them?



Mr. W, G. Hays, Jr.
December 27, 1977
Page Two

Two other areas of interest to ASARCO adjacent to Desert Carmel prop-
erty are shown on the sketch. These are in addition to their major Sacaton
Mine area situated toward the northeast. These other areas show considerably
less evidence of drilling and especially recent drilling. Reportedly, ASARCO
has curtailed all drilling activity in the immediate area.

Besides Coastal and ASARCO, AMOCO Minerals has two rigs working as shown
on the NE side of Maricopa Road between Desert Carmel and ASARCO's Sacaton
mine. AMOCO reportedly has optioned several Desert Carmel lots.

Freeport Minerals Corporation apparently is or was active joint venture
partners with someone in the area, but we do not have any other specifics on
that.

We will be interested to learn any detdils you may be able to provide
regarding the above questions we asked about ASARCO and we will try to check
it out also from this end as well. Also, can you provide us with any specifics
relative to offers made and by whom to option or purchase Desert Carmel prop-
erty that you are aware of?

We will be looking forward to hearing from you after vou get back to your
office in January.

Faithfully,
Heinrichs GEOEXploration Co.

Halter E. Heinrichs, Jr.
P.E. & C.P.G.S. #688

WEH:mt
cc: Enclosed
Enclosed: 2 Copies of Rough Sketch
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DESERT CARMEL SUBDIVISION AND VICINITY
PINAL COUNTY,' ARIZONA
by
HEINRICHS GEOEXPLORATION COMPANY
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Amoco Minerals Company

First National Bank Building
333 West Hampden, Suite 508
Englewood, Colorado 80110

303/761-5921

November 22, 1977

‘Mr. Ralph Bennett

North American Acceptance Corporation
1720 Peachtree Road, N.W.
Atlanta, Georgia 30309

Dear Ralph:

In accordance with your recent request I enclose herewith maps resulting
from our induced polarization and resistivity survey conducted on roads
traversing a portion of the N.A.A.C. controlled property formerly known
as Desert Carmel.

Our contractor, Mining Geophysical Surveys, has been asked to provide

you with the narrative portion of the subject report under separate cover.

If there is any other way we can be of help to you please do not hesitate to

ask.
Yours very truly,

<32
\C A

Frederick L. Smfth
Staff Landman

FLS/cp
Enclosure
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STATE OF ARIZONA

;
s

within

! hereby certify tha, ..
e T SER. 96 z,*g ............
Eﬁ"—k"aqiﬂ'—“mﬁ Witness my hand and Ofﬁda"“ seal: Docket and l;a-gr ...... d ...... “LLLL' ...............
wms T el M.

" STATE OF

PERFORMED AND

DoCKET E)df) PALLL,!)O

TDhOR

ATVIDAVIT OF L
IMPROVEMENTS MADE

UTAH )

SS.

County of Salt Lake )

Ernest L. Ohle being duly sworn, deposes

and says that he is a citizen of the United States and more than twenty-

Salt Lake City in Salt Lake

one years of age, and resides at

Utah , and is personally acquainted with

County, State of

the mining claim known as __ "'Nik' Lode Claims 37-41, 50-54 and Chavo

Lode Claims 42-49, 55

Section 12, T6S, R4 E

mining claim, situate in

Sacaton

Pinal

Mining District, County of , State of Arizona , the

location notice of which is recorded in the office of the County Recorder

of said County, in Book of Records of Mines, at page(s)

e -

; ithat between the / Ced day of ;,/; i ck AL, ,
A.D. 19 77¢ , andthe P %" dayof Jyugu .7 A.D. 19 7¢ ,
at least (81, 900) Nineteen hundred

dollars worth of work and improvements were done and performed upon
said claim, not including the location work of said claim. Such work

and improvements were made by and at the expense of Coastal Mining

owner of said claim for the purpese of complying

with the laws of the United States pertaining to assessment of annual work,

and Zonge Engineering and Research Organization of Tucson.

were the men employed by said owner and who labored upon said
claim, did said work and improvements, the same being as follows, to-wit:

Geophysical survey, i.p. /complex resistivity. See attachment forj\d_esc.rtipjcion

of geophysical work performed.

*Nik 37-41 Book 761 Page 163-167
#Nik 50 (Amended) Book 785 Page 413
*Nik 51-54 Book 761 Page 177-180

+Chavo 42-49 Book 785 Page315-422"
*Chavo 55 Book 785 Pagf 414 . L

C/VLLLJ fp( (1[/ )7 _{::‘i"‘ 5

Subscribed and sworn to before me this $¢# day Qf ,g‘&. gao’«f‘

£ A L) sk

Notary Public

e "m

A.D. 19 & o o

My Commission Expires:

([/':"0/;’ q
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P 1o _ e
Report of Assessment Work DUCAEY 6‘-’6 PAct L‘Ji
Nik Lode Claims 37-40, 50-54
Chavo Lode Claims 41-49, 55

A. Geophysical Surveys:

1.

2,

Location of Work: See attached map.

Nature, Extent and Cost: IP survey to outline areas of potential

mineralization costing $5600.

Basic Findings: IP/complex resistivity survey showed depth to
bedrock decreasing to the west with background type responsszs.

Qualifications of Persons Conducting Work: Zonge Engineering

and Research Organization (Ken Zonge, ete.), Tucson, Az, did

complex resistivity survey.
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"STATE OF ARIZONA ] ’ | hereby certify that the within No.: 546841 . §
s

COUNTY OF PINAL instrument was filed for record /
in Pinal County, State of Arizona. Date: SEP3 ..... 197%.,.. .......................
[Biotted | Paged/| indexea Witness my hand and official seal. Hockiant Page. HER Y JG FASE L)4
‘// WILLIAM S. TRUMAN

Pinal County Recorder Request of:..
By: ......... &7 Kot S L AN VAR % vt sl Deputy 0 ciisieectiresasesesscteossnsisorenssessensasnannaie
AT PFIUDAVIT OF LABOR PERFORMED AND . g
IMPROVEMENTS MADE et 590 24
- ’t of e,
_ o OFFICIAL SEAL
STATE OF__ Utah ) (57 erar counry RECORDER
ss. " < PLORENCE
' ARIZ
County of Salt Lake ) ONA
Ernest L. Ohle being duly sworn, deposes

and says that he is a citizen of the United States and more than twenty-

one years of age, and resides at Salt Lake City In Salt Lake
County, State of Utah , and is personally acquainted with
the mining claim known as Nik Lode Claims 19-36

mining claim, situate in Sacaton

Mining District, County of Pinal , State of Arizona , the

location notice of which is recorded in the office of the County Recorder

of said County, in Book 761 of Records of Mines, at page(s) 145-162

; that between the  1st day of January ,
A.D. 19 76 , and the 31st day of August A.D, 1976 )
at least (31, 800) Eighteen hundred

dollars worth of work and improvements were done and performed upon

said claim, not including the location work of said claim. Such work

and improvements were made by and at the expense of Coastal Mining
Coamnprsy owner of said claim for the purpose of complying
with the lavwe of the United States pertaining to assessment of annual work,

and mining geophysical surveys of Tucson, Geoterrex Ltd. of Tucson,
M. S. Reford of Toronto, Pillar, Lowell and Associates of Tucson,
and Al Wilson Drilling Company of Casa Grande.

were the men employed by said owner___and who labored upon said

.

claim, did said work and improvements, the same being as follows, to-wit:

attachment for description of geophysical work performed.
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Report of Assessment Work

1 . Nik lode Claims 19-36

A, Geophysical Survey -=g3===Sy

1. Location of Work: See attached map.

2. Nature, Extent and Cost: Gravity survey to determine depth to

bedrock costing $3800. Magnetic survey to determine depth to

bedrock and structural trands costing $1500.

3. Basic Findings: Buried bedrock surface is sloping to the south-

west with depths of gravel increasing in that direction.

bur, 2 & '
A buvied ridge possiblg&extends into the north-

west corner of the claim block. Structures are trending north-

south.

4, Qualifications of Persons Conducting Work:

Mining Geophysical Surveys
W. Gordon Wieduwilt, Ph.D. Geophysics
Robert E, West, Ph.D, Geophysics

Mark Krieski, Qualified Technician

‘ Grant Avenue, Tucson, Arizona Geoterrex Ltd, of

‘ Tucson, Arizona did aeromagnetic survey with interpretation

‘ ) made by M.S. Reford of Torcnto, Canada.
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STATE OF ARIZONA i hereby certify that the within T TR o o e e e e
COUNTY OF PINAL s instrument was filed for record SEP 3

. in Pinal County, State of Arizona. Date:.¥. =09
[ Blotted T Paged | indexed | Witness my hand and official seal.

Docket and

WILLIAM S. TRUMAN
Pinal County Recorder Request of:

HRRECE T, AU A e (R R Rt oun W, Deputy
ATTIDAVIT OF T.ADOR PT-‘HT“ORMFT) ."\ND
IMPROVEMENTS MADE

OFFICIAL SEAL
STATE OF_UTAH ) PINAL COUNTY RECORDER}
ss. FLORENCE ARIZONA
County of Salt Lake )

Ernest L. Ohle being duly sworn, deposes

and says that he is a citizen of the United States and more than twenty-

one years of age, and resides at Salt Lake City in Salt Lake

County, State of Utah , and is personally acquainted with

the mining claim known as Nik Lode Claims 1-18

W 1 Section 23, T6S, R4E

mining claim, situate in Sacaton

Mining District, County of Pinal , State of Arizona | the

location notice of which is rccorded in the office of the County Recorder

of said County, in Book 761 of Records of Mines, at page(s) 127-144

. ; that between the 1st day of January ,
A.D. 19 76 , and the_ 31st day of August A. D. 19_&_,
at least ($1,800) Eighteen hundred

dollars worth of work and improvements were done and performed upon
said claim, not including the location work of said claim. Such work

and improvements were made by and at the expense of (Copastal Mining

Company owner of said claim for the purpose of complying

with the laws of the United States pertaining to assessment of annual work,
and Mining Geophysical Surveys of Tucson, Geoterrex Inc. of Tucson, M. S.

Reford of Toronto, Pillar, Lowell and Associates of Tucson, Joy Manufacturing
Company of Tucson, and O. J. Barnes Drilling Company of Casa Grande.

were the men employed by said owner and who labored upon said
claim, did said work and improvements, the same being as follows, to-wit:

Geophysical surveys, gravity and magnetics, and rotary/core drlllmg.. o
See attachment for description of the geoph3 sical work performed._ R

f/l‘uﬂ(( (K&
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;

Subscribed and sworn to before me this &7 day of /0;}&&7"

A.D, 19 Y6 . ' -
b A, Lo

My Commission Expires: Notary Public
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Report of Assessment Work

Nik Tode Claims 1-18

Geophysical Surveys —=£owrey

1. Iocation of Work: See attached map.,

2, Nature, Extent and Cost: Gravity survey to determine depth to
bedrock costing $3800.  Magnetic survey to determine depth to

bedrock and structural trends costing $1500.

3. Basic Findings: Gravity survey shows buried bedrock surface is

sloping to southwest with depth of gravels becoming deegper,

Aeromagnetic survey indicates depth to bedrock
is increasing to the southwest with numerous complex structures
trending NW-SE,

4, Qualifications of Persons Conducting Work:

Mining Geophysical Surveys .« quufh\ viov k. |

W. Gordon Wieduwilt, Ph,D, Geophysics

Robert E, West, Ph.D, Geophysics

Mark Krieski, Qualified Technician
Grant Avenue, Tucson, Arizona ’ Geoterrex Ltd,
of Tucson, Arizona did aeromagnetic survey with interpretation

made by M.S. Reford of Toronto, Canada.,
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Mr. R. R. Bennett

Assistant Vice President
Delfax Financial Corporation
1720 Peachtree Road, N.W.,
Atlanta, GA 30309

Dear Mr, Bennett:

December 8, 1977

Re: Desert Carmel, Arizona
GEOEX #1215

Thank you for your letter of December 2, 1977, and enclosed data.

We called Mining Geophysical Surveys and as a result of that we heard from
Mr. Arthur Humphreys this morning regarding the narrative portion of the subject
survey. Inasmuchas this is essentially interpretive information as opposed to
factual data there is some wuestion in their minds as to whether or not they
should relinquish it but in any event they will let us know within a weel or so.

We do not feel that this is particularly critical to your interests but
simply want you to have it if it can be made available.

Our studies are continuing and we will keep you informed.

WEH:mt
cc: W. G, Hays, dJdr.

Yours very truly,

Heinrichs GEOEXploration Co.

Walter E. Heinrichs, Jr.
P.E. & C.P.G.S. #688
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ﬁa[f.ax Ginancial Co'z/;zo'za
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Mortgage Servicing

1720 PEACHTREE ROAD, N.W., ATLANTA, GEORGIA 30309 « PHONE (404) 873-3921

Mr. Walter E. Heinrichs, Jr.
Heinrichs Geoexploration Co.

P. 0. Box 5964
Tucson, Arizona 85703

Re: Desert Carmel, Arizona

Dear Mr. Heinrichs:

December 2, 1977

tion

BOX 594 TUCSON, ARIZONA ousvd
Phone:  (AREA 602) 623-0578

I enclose a complete copy of the geophysical survey maps that
were sent to me by Mr. Fredrick L. Smith of Amoco Minerals Co.

The enclosed letter states that Mr. Smith has asked Mining Geophys-
ical Surveys to furnish me the narrative portion of the subject survey;

however, to date, I have not received it.

Perhaps you are familiar

with this company and if so, you have our permission to contact them
directly for any information they may have that could be beneficial

to you.

In the meantime, I shall forward a copy of the narrative to you
as soon as it is received at this office.

RRB/cp

Enclosures
cc: W. G. Hays, Jr.

Very truly yours,

DELFAX FINANCIAL CORPORATION

R.Y . Bennett
Asst. Vice President



November 29, 1977

Mr. R. R. Bennett
Assistant Vice President
Delfax Financial Corporation
1720 Peachtree Road, N.W.,
Atlanta, GA 30309
Re: Desert Carmel, Arizona
GEDEX #1215
Dear Mr. Bennett:

Receipt of your letter of 21 Movember 1977 and the accompanying data con-
sisting of two maps, a metes and bounds legal description and three ATL Testing
Laboratories of Phoenix, Arizona, hole and sample log sheet copies, 1s acknow-
ledged. These are important to help expedite our initial investications which
are now under way.

We will look forward to receipt of Amoco Minerals geophysical Survey re-
sults. I hope they get these on their way promptly. VWhether they do or not,
we may still need to contact them directly anyway. Thus we do appreg¢iate having
the specific name, address, and phone number references for the particular per-
sonnel involved, i.e.: Messieurs Mathias, Humphrey and Smith.

We will be in touch whenever we next need your further assistance. Mean-
while, many thanks for your help to date.

Sincerely,
Heinrichs GEOEXploration Co.

Walter E. Heinrichs, Jr.
P.E. & C.P.G.S. #6288

WEH:mt
cc: W. G. Hays, Jr.
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Mr. Walter Heinrichs Y

Heinrichs Geoexploration Co. PO %4 TUGSOR, aRizonA gszgs
P. 0. Box 5964 Phone; (AREA 602) ¢
Tuscon, Arizona 85703 23-0578

Dear Mr. Heinrichs:

In response to the request of Mr. W. G. Hays, Jr., I have enclosed what
little information we have available on the Desert Carmel development.

I have sketched the development on the enclosed Geological Survey map
which should give you an idea of the location of the development. There is
also enclosed the legal description of the development along with a plat map
that lists some of the meets and bounds.

We are very short on engineering information as most of the work had been
done on the water system prior to our involvement in the project. I have,
however, enclosed a copy of a log sheet on samples taken from some of the wells.
Hopefully, you will be able to learn more by contacting the A.T.L. Testing
Laboratories.

Back during the summer, I gave Amoco Minerals permission to conduct
ground geophysical surveys at Desert Carmel and at present, the results of
those tests are enroute to me. I will forward same to you as soon as it is
received. In the meantime, should you find it advantageous to contact Amoco
directly, you may contact either William Mathias, Senior Geologist; A. G. (Art)
Humphrey, Division Manager; or Rick Smith, Land Acquisition Manager. Any of
the three can be contacted by writing them at 333 West Hampden, Suite 508,
Englewood, Colorado, 80110 or by phone at 303-761-5921.

If I can be of further assistance to you, please contact me at the above
number.

Very, truly yours,

A
R. R. Bennett
Asst. Vice President

RRB/cp

Enclosures

cc: W. G. Hays, Jr.
Forest Fleming



’?hone 254-6181

AIL TeSifiia LABURAIORIES—. .

\ v Engineer:
/ / . .
O 817 West Madison Strcct____,g ()C o { (/ Geglogist
B 4 Phoenix, Arizona 85007 .
Project Desert Carmel - Section "S" Project No. __S-027246
For North American Acceptance Corporation Sampled by __ATL/Jackson
Date Tabulation of __Subgrade Lab No. C109 - C119
Hole . Pass Pass Pass Pass Pas Pass Pass P P
No. Station Depth S.C. L.L. |P.L 200 s - a3 Iaba.si\lc-
43 20 4 27 C-109
44 N.P,J 16 C-110
45 20 4 29 C-111
46 20 | 4 22 C-112
47 24 7 23 C-112
48 22 7 33 C-114
49 22 6 34 C-115
50 » 36 |18 51 C-11¢
51 25 9 40 c-117
52 27 |10 | 47 c-11¢
53 22 6 37 Cc-119
17A 26 |11 55
178 40 (19 69
18A 30 |13 56
21A 30 |14 53
'i
Respedtfully submitted
LABORATORIE“
/ /y// I
Richand H. Nelson
D RECEIVED ,?
~ n NN R
= MAR 301972 | m
R B
T CASA GRANDE | L.




© Phonc 234581 AL 1ESHiiu LABUKAIUKIES

Engincers
/j 817 West Madison Street O sl
N Phoenix, Arizona 85007 ‘
. P -Gerial-No.~
FOR: .
4g@8§a% North American Acceptance Corporation Project No. ___S-027246
Sampled by __ATL/Jackson Date ___March 24, 1972
Location of-Pit=___ Desert Carmel - Section "'S"
Material Prospected for ___Subgrade v
Designated as Source for
No. Station R-L [Dpth From Description Sampled
19 |Intersectian 0-21 Silty Clay - Brown
Saguaro & Slierra
20 |¢ Saguaro 0-2 Silty Clay - Brown
21 |Intersectiaon 0-2 Silty Clay - Brown
Saguaro & S§.Bend
22|¢ S. Bend _ Sandy Clay - Reddish Brown
23 |¢ Semiole 0-31 Sandy Silty Clay with some Caliche - Reddish
. Brown
24 |¢ Semiole 0-3" Sandy Silty Clay & Caliche - Reddish Brown
25|¢ Semiole 0-2" Sandy Clay - Light Brown
26 |¢ Semiole 0-2" Sandy Clay - Reddish Brown
27 !¢ Semiole 0-21 Silty Clay - Brown
28!¢ S. Bend 0-2 Silty Sandy Clay - Reddish Brown
29|¢ Seneca 0-2" Sandy Clay - Reddish Brown
30|¢ Seneca 0-2" Silty Sandy Clay - Reddish Brown
31|¢ Seneca ‘0-2 ' Silty Sandv Clay - Reddish Brown
32 ¢ Seneca 0-3" Silty Sandy Clay & Caliche - Reddish Brown
33|¢ Seneca 0-216" Silty Sandy Clay - Reddish Brown
34 |¢ Sunset Circle O-'2‘r‘6"" Silty Clay & Caliche - Light Brown
' |
35|¢ Sunset Circle (0-3! | __Silty Sandy Clay - Reddish Brown
36|¢ Sunset Circle 1{0-216" Silty Clay - Reddish Brown
37 |¢ Sunset Circle [0-216" Silty Sandy Clay - Reddish Brown
38|¢ Sioux 0-3 Silty Clay & Caliche - Reddish Brown
39|/¢ S. Bend 0-316" Silty Clay - Reddish Brown
40|¢ S. Bend 0-2 Sandy Silty Clay - Reddish Brown )
' o I S T, U




Phone 254081 ATL TESTEHG LABURAIURIEF“ Engineers

Fy s .
(3 817 West Madison Street O eslaps
& e Phoenix, Arizona 85007
' Prt-Seral<vo.
FOR: .
Highway North American Acceptance Corporation Project No. S-027246
Sampled by __ATL/Jackson Date March 24, 1972

Location ofPit Desert Carmel - Section ''S"

Material Prospected for ___Subgrade

Designated as Source for

-| No. Station R-L |Dpth| From Description Sampled
41|¢ S. Bend 0-21 _ Silty Clay - Reddish Brown
42 |Intersectian 0-2 Silty Clay - Brown
Sierra & S.Bend
43|¢ Sierra - | 0-2 Sandy Silty Clay - Reddish Brown
44 |¢ Sioux "~ 0-2 Sandy Clay - Reddish Brown
45|¢ Sudan Place 0-2 ' Sandy Silty Clay - Reddish Brown
46 ¢ Sioux 0-2 Silty Sandy Clay - Reddish Brown
47 |¢ Sioux 0-21 Silty Sandy Clay - Reddish Brown .
48 |¢ Saratoga 0-2" Silty Clay - Reddish Brown
49|¢ San Marcd 0-2 Silty Sandy Clay - Reddish Brown
50{¢ S. Bend 0-2 ‘
1 ¢ S. Bend 0-2 Silty Clay - Brown
52 |¢ S. Bend 0-2 Siity Clay - Reddish Brown
53/¢ S, Bend _ 0-2 Silty Sandy Clay - Reddish Brown
17A (¢ éky Haven P1. [0-2! Silty Clay - Brown
17B|¢ Sky Havern P1. [0-2 Silty Clay - Brown
18A|¢ Sky Haven Pl. [0-2 Silty Clay - Dark Brown
21A¢ S, Bend 0-2 Silty Clay - Brown
e —_— L T — — T S — W—




LAW OFFICES

HICKS, MALOOF & CAMPBELL

ROBERT E.HICKS SUITE 2401,101 MARIETTA TOWER
MAURICE N.MALOOF :‘“x
CHARLES: E:CAMPBELL ATLANTA,GEORGIA 30303 Gf(}?
ROBERT A.BARTLETT (404) 588-1100 Cj:::;am:éEOEX 3
CHARLES E.WILSON 111
ROBERT E.TRITT
i Va1
‘i-\)“\\
November 15, 1977 u
SON,
BOX 5964 o
phone: (AREA

Mr. Walter E. Heinrichs, Jr.
Heinrichs Geoexploration Company
Post Office Box 5964

Tucson, Arizona 85703

Dear Mr. Heinrichs:

Judge A. D. Kahn entered an Order authorizing Robert
E. Hicks, as Trustee of North American Acceptance Corporation
of Arizona, Inc., to employ you on the basis outlined in your
letter of September 28, 1977. Accordingly, a check in the
amount of $2500 is enclosed. We would appreciate it if you
would commence work immediately and proceed to furnish the
Trustee with the written report as outlined in your letter.

Please contact me or Bill Hays for any information

you need.

Very truly yours,
MAURICE N. MALOOF
MM/jp

Copies: Bill Hays
Bob Hicks




September 28, 1977

Mr. Robert E. Hicks, Trustee
Horth American Acceptance Corporation of Arizona, Inc.
Hicks, Maloof & Campbell
Suite 2401, 101 Marietta Tower
Atlanta, GA 30303
Re: Desert Carmel
Subdivision
Pinal County, Arfizona

GEOEX Proposal #1215
Dear Mr. Hicks:

Recent reported mineral exploration interest and activity by several
large firms near by, on or adjacent to the Desert Carmel Subdivision, and
ASARCO's Sacaton mine not too far away indicates possibilities for new de-
velopment of major economic importance. The certainty, exact location, mag-
nitude and timing of such development and its potential effect on the most
beneficial utilization and value of the subdivision on behalf of the Trust,
will depend on a combination of technical and economic factors. Included are
facts, estimates and projections regarding economic geology, production feasi-
biflity and capital costs and market. The degree toward which such factors
::e'agcuratelz quantified, will proportionately benefit the validity of any

cisions made.

In the ultimate sense, such data only begin to depart from the educated
guess category when actually based on comprehensive, representative, subsur-
face sampling in bulk, subjected to comprehensive cost and feasibility tests
and analysis. Present reported claim staking, drilling, and other mineral
land rights acquisition activities are the customary preludes which, when
successful enough, eventually are followed by such comprehensive procedures.
When not successful enough, they may continue intermittently or indefinditely
for up to decades until successful or until abandoned.

That such a comprehensive program might ever be recommended to the Trust
to finance alone, 1s one extreme possibility, but more 1ikely would be a sale
with retadned interest or perhaps a joint venture endeavor. Conceivably, the
other extreme would be to do nothing, but that seems quite remote at this
point. In any eevent, a logical, step-by-step means by which decisfons can
and should be mad2 is recommended.



Mr. Robert E. Hicks
Page Two :
September 28, 1977

First, an inventory of all pertinent and available factual date should
be prepared, and the data assembled and briefly reviewed on a confidential
professional basis. This should include, but not be 1imited to, such items
as offers made to date, terms, and by whom etc., property maps, showing loc-
ation and boundaries to scale by metes and bounds or by lecal subdivision,
basic title information particularly that relevant to the mineral estate or
separations thereof from surface rights involving the same property, drill
logs and hydrological engineering reports having to do with water supply de-
. velopment, results of any geological, aeophysical or geochemical work done
on or near to subdivision property, including any and all known drilling and
sampling. Also included would be an outside review of published data and
any available private data on the area that we could acquire.

Following this, time would be spent in field and courthouse ezaminations
made to estimate the approximate number and location of holes drilled in the
area, claims staked, adjacent property ownership, status, location and any
other worthwhile relevant information obtatnable.

Depending on the results of initial investigation, and examination of
the associated general surrounding situation, an immediate pause may be in-
dicated, or further investigation warranted. This will depend largely on how
much quantitative versus speculative information was obtained or was deemed
apparently obtainable on what time and cost basis and the various mutually
percefved alternatives which were presented.

At this point the total amount of time which could be required or just-
{fied, is pretty hard to guess until we get into it. However, subject to
whatever prior commitments we may have when we receive your authorization to
proceed, an initial elapsed period of the order of three to six weeks 1s vis-
ualized right now, and roughly a cost of about $5,000.00 including written
report. That cost {s based on estimated professional time at $25.00 per man
hour, out of town transportation and overnight 1iving expenses at about $75.00
per day, and any other directly related expenses such as repooductions, com-
munfcations, etc. at our invoice cost plus 15%. Drafting or any sub-profess-
fonal assistance, 1f required, will be charged at $12.50 per man hour plus
direct expenses at our cost plus 15%.

In order to save time we will be glad to review, in house, as soon as
we can after receipt of same, any data forwarded by you and to agree that such
time only be charged on the receipt of Court authorization. However, prior
to scheduling and initiating any field work, 1t is customary for us to recefve
an advance on account of half the inftial job estimate, in this case $2500.00.
This amount would be balanced against detailed statements of charges submitted
periodically as work progressed.



Mr. Robert Hicks
September 28, 1977
Page Three

This proposal in triplicate is being sent in care of Mr. Maurice N.
Maloof. We look forward to this opportunity to be of service. Meanwhile,
any questions that anyone may have will be most welcome.

VEry truly yours,

Heinrichs GEOEXploration Co.”

Walter E. Heinrichs,
P.E. & C.P.G.S.#688

WEH:mt
cec: 2 enclosed



LAW OFFICES

HICKS, MALOOF & CAMPBELL

ROBERT E.HICKS SUITE 2401,101 MARIETTA TOWER

MAURICE N.MALOOF
CHARLES. E.CAMPBELL ATLANTA,GEORGIA 30303

ROBERT A.BARTLETT (404) 588-1100 BOX 5964 TUCSON, ARIZONA 85703
CHARLES E.WILSON IlI
Phone: (AREA 602) 623:9578

ROBERT E.TRITT

September 19, 1977

Mr. Walter E. Heinrichs, C.P.G.S. 688
Heinrichs Geoexploration Company

806 West Grant Road

Post Office Box 5964

Tucson, Arizona 85703

Dear Mr. Heinrichs:

Bill Hays and myself enjoyed meeting with you on September 15th,
We found our discussion very enlightening. As I mentioned to you, I repre-
sent Robert E. Hicks, Trustee of North American Acceptance Corporation of
Arizona, Inc., the owner of Desert Carmel Subdivision in Pinal County, Arizona.

We are very much interested in retaining you as a consultant on
behalf of North American Acceptance Corporation of Arizona, Inc. and Robert E.
Hicks, Trustee, to advise us with respect to the deposits.of copper that may
exist on the Desert Carmel property. Spe01flcally, we need advice as to the
potential value of the property, how to negotiate for the best price, what
procedures to follow in determining the value of what we have to sale, etc.

We would like for you to write a letter addressed to Robert E.
Hicks, Trustee of North American Acceptance Corporation of Arizona, Inc., in
care of me, outlining your proposal for proceeding in this matter. I under-
stand that your fee will be $25 per hour, plus out-of-pocket expenses. Your
proposal should contain your fee arrangement and estimate as to the total cost
of completing your first report.

As I mentioned to you, once we receive your proposal we will be in
a position to apply to the Court for an Order authorizing the Estate to retain
you and pay your fee.

We are very anxious to proceed. Please let me hear from you at
your earliest opportunity.

Very truly yours,

2

MAURICE N. MALOOF
MM/jp '
Copies: Robert E. Hicks
W. G. Hays, Jr.
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