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This veport  woes proepored o order Lo sive on overoll wiow of
aperations conduolted by Tombastone  Exeploration, Do Corlain
informabion  wos  collechbed  From  oxternal  souvces Lhaoalt  TEIL
considers veliabloe: These include the Butler Report (weitlen
by the U5, Bureauw of Mines and the University of Arizona)e bthe
Fonsome Repoarh, the Newell i artationes and data gathered by
Ty Iedd  Rabb o From the files of the AIME and the  Arizonn
Rureaw  of  Mines. Other  dnformation has  bheen wverificd by
independent  companies  such oz Fox  Incorporated,  ohartored
public aceountants. and Doames &2 Moore, consulbing ensginsosrs.

& mlossary iz dncluded ot the end of this  roeport  to define
cortain unfamilior Lorms.
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‘ T LEEY Fraderick Brunckow Locotsd and besan workKinsg bhe Bronoo
\ - el . - N W Alctieis
| . claime five wmiles From the present tows of Tombstone. I 1877,
| @ T Sehieffelin, the son of o forty-niner, wvisibed tho BruncKow
} mine  while on oo byip to Fort Hoaoohuoons A oarmy  fydenag hoad
\‘ v . 1 . o . g o .
warned  him  bhat  din this dpoche berritory all he  would  find
wonld  be  his o bombastone. Schieffelin noticed thol  the
direoction  of ore wvas tyrending northeast From the Bronooe and
| - . . - . .
| - Following  this  trond  he  Found whot is  now  Known oz bhe
‘ ) Tombhalone Mining Wislrich.

Lhe Lucky Cosse  and then the Tousghnul. They Lhen split  Lhe
Contention and Lhe Grand Central with o new partner. Those Lwo
mines  wers to bhacome the major producing silver mings  of  the

’

parly 1880 s,

5 With his woartnersy  Schieffelin located and shtoked o olain Lo

The town of Tombstone sprang uwe in LB7Y9, following Lhe news of
Sehieffelin’s sltrilkey and two  vears  later it achieved
internationnl notoriety after the gunfight ot the 0.K. Corral.

‘
|
By 1887 many mojor mines hod become producers for the Tombstone
' , Mining istrict. These included the Flora Morrisony  Mawnked,
| e senth oxbtension of the Grand Centrol, Emerald, Moonlisht, Groand
Dippor, Viminog, Heod Center, Good Enoushy Tronguililty and
} Gilwver Threod mines, Yearly production at its peak appears to
have exeeeded $%5,000,000 at the metal prices of that time.

| During  the mid L8%07%, the mining industry in  the Tombstons
i district fToced o number of problems. Mony claims were bied up
; in litisation over ownershipy  mining costs were increasingy
| working  mines had ineffective pumping systems, and precious
‘ metal prices were dropping: ITn Lhe Iote 18907, Mire Eo e
raised  onoush money Lo consolidate 29% of the Tombstone mines.
The compony operotod with many difficulties including fires and
inadequate steom  boilers to power their machinery. I bhe
porly  1920°s.  Tombstone Consolidoted Mines sold all of  Their
holdings to Bunker Bill Mining Company, o subsidiary of Fhalps
‘ Do e s By bhis  btime bthe owmps had been shoab downy and  Lhe
! water hod visen back to the 400 fool level. Bunker Hill did
| not abbteoempt bto dowater the mines, hut rewvorkoed The sforhy Wh
J . ook fill fyom thoe wvater tabhle to the surfoces and did farther
| \ ,? mining  on high groade wveins in the uppoer levels, I Lhe mid
|

\

\

\

193075 Lhey sold  their holdings to  Tombstone Tevelapment
Company (T.00.0.2,




Prreoduaction dn the Towmbsltone District virtuolly ceosed. Silwer
Wi oW ob $0.73 an ounce.  compoarad wikh the $1.20 an ounce 1L
Frod  commanded  din the 18707z,  when the mines were iradb
disvoverad . Woges and coshts had dncreasoed, and mining was nob
eoonomioal iy vinble.

50
trndedy

this

In the garly 125072, after »rolondgsd dormoncy of the
after the Gold Closing Act of MWorld WHor IL had been

T:0:C: wos o sodld o bhe Hewmont Minding Company Thardn g
porioad  =old  remodined  constont ol $35 an ounce. and  silver
increoscd Trowm the L9304 loewvoel of $0:23 on ounce Lo $0.§ gy
nounce, buh  wodges and aoperating costs had more  Lhan brioled.
FBoeopening  of  the mines ot that Lime appearved uneconomical:
T0:C. was sold Lo o dgrour of NMebrasko investors who hove held
the propevhties to the present doy.

Dver  bthe poast forby vears T.0.0, hoas leassd portions  of  ihs
holding to small mindng companios. It dis wvirtually dmpossible
Lo obtailn any erodaction records Ffrom these comranies.

In Februoaryey 197%2¢ Tombstone suploration Ino. neouired o
Favorabhle mineval loeose on all the mineral ridghts and Llands of
T0 00, This proparhy covers almost 2000 acres and Llonolades 87
potented and L8 anpaltented cloims.
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THFT  sgeclosists and moanogemcent have localod fourle
moineraldmation, aivich dnclude oowartundbics For dncline
verticnl shoadft, and opren pal mininsg.

The mining  consglbing componyy Tomes ¥ Moove. surwaved  hhe
Gd rord - Towghrnont (Giracd  Underground Ming, o Lk ol
recommended o two phase dyilling and  developmwent  opreration.
The GUM wos  only  one of the modor sroducing minss  in the
districte and it wvould not be unrveasonable to ossume thol other
mines  in thoe  TET  holdings omight bhove similar  potenbtiol.

During production history in bthe Tombshtone Mininsg Districh, the
Contention-Grand :tyal mine has been the loarvgest producos.
Thiz  is the site of the current open pit operaticon ob TEL. R ke
Wikl othey mines in the aredoa, Lhere was wery lLittle produaction
after 1720, This was not due Lo o lack of minerolizoabion. bul
rather,y high apevating costs and low metol pricoes

TEI s efforbs are, at present, concenbrated on the Contention-
Gyand  Central mine. (Iro and placomenty current
procions metol price and comparvative economic shtudies hawve
shown this to bs bthe most viable target for developmeant.

s
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Darly wining vecord:s showed that the larvsest Lonnosge and mavbe
Lie ki gh gyrade of ore oome From the areos above bhe 300 footl
level. Mroduction tapored aff as the wines moved T oy
lovels, At Lhs AQ0Q0 Foolt level walter wos encountored ond pampoed
Gule allowing mining o continue to Lhe 1000 foolt lovel. Some:
of  the pumps barped out and the voter adgoin rose Lo Lhe  AQ0
Foolt level where @t ds hodoy, Early mininsg procdaction resorhs
fyom the Contention Mine doted 18RO Lo 1885, 1910 to 1911, 1928
o L2329, and 1940 indicaotoed bthe btobtal sroduction amountod ho
aldmost 9.5 million ounces of silver and  NAA Lroy ounces  of
gold.  Ths postuolobsd distribution is as followsd

million o, silver ®NAS million om. dgold
midlion o silvoer NAA million oz sold
million oz. silver NAA million oz, «old
million oz silver N/7A wmillion ow: gold
million oz, silver NAA wmillion om, gold
million o silver NS million o sold

Q 100 level ki
10D - 200 level 1
200 - 300 lavel 1
Z00 - 400 level 0.
A00 - G000 level Qs
holow 500 level 0.

v
IR0 O R O

The long sechtion (see Flobte 1) and cross sechtion (Flabess 2. 3,

A and 89 show the ove placement and distribuation in the area
currently being wined by TEIT. In the last thirty beo  months,
a7 of  bthe elevation between bthe oridginal suvfoce and the bl
level  of  Lthe old wine workinss has been  romoved. From  Lhe
410,000 tons of ore averasinsg one ounce of silver poer tone  TET
haos  yocovered 210,000 ounces of dore’y rith an  averase soald
cormbant of L.E5%, and an averade silver content of 92%.

7

The reomodining wobterial bhetween Lhe existing pit bhoLbtom and Lhe
F#1 level (see Flate 1) is expected Lo yield 110,000 ounces of
dore’, At TET current orodaction rate this should toke six

months o cowplete.




Forom dnformation from the U8 Rurcauw of Mines Filese TEI's
production  ds  20%  of post prodaction ot Graond  Centrol and
Contention mines. TEI anticipaotes tholt this ratio will continue
Lo apply Lo the material between the Firgt and sscond  levels,
with 0 vield of 343.230 ounces of dore’. This proajechtion iz
considerad Lo be conservative because!d

n)  the suvrfoace to  $#£1 level had  been  muoch  more
gtensively  mined for hidgh dg9rade ore  than  the
first and second level.

h) during  the Lime of underdground mining From  the
First and second level, tha orice of asilver
drapped {from $1.50 Lo $0.29 per ounce.

c) mining costs boecome higher with dreater deplths
and avound the Little Joe shoflt the ore iz  wvery
crumnlyy further increasing mining cosbe.

d)  Bubtlery Bonsome and Blake have all documented Lhot
the wvalues increase substantially with  dgreater
depth (during the mine’s post production, wvalues
were extracted Lo Lhe 1000 fool level):

At TEI s current production ratey axcavation between the First
and second levels of the mine would tokKe one and o half  vears
Lo complete,
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CONTENTION-GRAND CENTRAL PIT

Current Pit
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i

The pit has an approxdimate length of 1500 feelt and anprosimnate
width of 1000 feet (on Floate &, the present mining operation is
delineated by n solid green line)d. Tt is anticipated that Gt
Will extend 800 feel throusgh the south extension of  Grand
Central and o half mile north-west through the Flora Morrisony
Sulphurety Chancey Ross and the West Side (on Flate &y the
broken green line delineates the projected open pit operation,
Flate 7 describes the West Side {fissure in detail)d. This will
make available one mile of ore zones that can be mined and
processed with existing TET focilities.

12
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TET considers careful and exact sampling to be of primary
importonce; every phase of the mining oreration is dependent on
o ovalid sampling Lechnigue.

& study by TEL determined thoat core drilling, percussion
drilling or reverse circualation drilling would not he effective
in  the aren. It wns determined that o better indicalticon of
ore droade would be vrovided by channel sampling, o method which
also has the advontades of exposing the ore wone and  preparing
it For wmining. Urilling costs to determine ore  zones  would
exceed TEI’s  total costs of mining and processing  bLthat ore,
antd  TEI believes thaoat results obtained from drilling would
further need channel sampling Lo determine accurale ore  srades
for the operation of the open pilt mine.

TEI uses o HSrid system based on  the Cartesian coordinate
systemy incorporating northy east, and elevation coordinntes
for dits samples, A Coterpillar 225 Excavator is used Lo  dig
easl/west  Lrenches al intervals of 20 feety, and Lo o maxtimam
depth of six feet, Along the trenches, ot intervals of no
more than ten feely with the actual interval dgoverned by  rock
Fformation and structurey, o channel approximately Lhree inches
wide and one inch deep is cult in the roclk face. This vields o
aample weidshing  approximately  twenty five pounds, which
conforms to two requirementssd 4t is representabive, and it is
manageable by one person.

The collected sample is prepared for assay in Five stages, Tk
is crushed to minus one inch and o split is takKene. This split
in then dmpact wmilled and anobther split is taKeny, which is Lhon
pulverized and sent Lo the oassay  Iaboraboary. Ty edns
progsressive splitbing, the final assay results are mach  more
representative than those obtained by simple one stage

pulverizing.

When the assay report is returnedy the assoy valus  of  the
sampley, uwsing  ils specific coordinates, is plotted on o map.
When all the assays Ffor a particular bench have bheen plobted,
grades  are desigsnated for the orey, using the weishlted overoge
method.
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TET has  established Ffour greades for the rocK which it mines,
hased on silver content per ton of rock, (g0ld content in  the
ore ot TEIL hasy on average, on @quivalent dollar value Lo Lhe
silver content? The srades ared woaste (less than (29 ounces
of silver per tond)ey mid grade (0.25% to 1.0 ounces of silver per
tond)y, ore (1.0 to 10.0 ounces of silver per tond), and  hisgh
grade (above 10.0 ounces of silver per tond.

After Lthe averads <droade has  been deltermineds Lonnodge is
calculated Tor the volume of ore. The are zone is Lthen moarked
on the bench with color-coded fladgs Ffor mining,

The dindividunl aamp les taken are each representative  ofy on
averasge, 1950 Lons  -of ores allowing TEI dgeolodgists precise
definition of ore zones and geolodical structures.
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TET nseps  the wining method of ripper and  scraper  haouladge.
Less  than 10% of the rock requires dreilling and blasting, and
the resulting mining cost per ton is low for an open pit opera-
tione.

The mining is subcontracted to Magini Leasing and Controcting.
Equipment employed by the contractor includes Five 43LER
Coterpillaor scrapers and  three 096 Caterpillar bulldozers.
Magini moves about 75300 tons of TEID material per doy.,

The mined ore is btransported by scroper to o stockpiles T rom
there o front end loader moves it to the crusher.
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CRUSHING CIRCUTY

Primary crusher
Shaker screen
Cone crusher

Pelletizer




Crushing Department

Ore  From the stocKpile is fed into the vibreating hoppoer of hthe
primary  crusher. The oversize ore is zscalped hy the drizesly.
and  the rockK is crushed to 3" Lo 4" in diometer, The fines
and crushed rock fall onto the under primary belt,y and ave then
dumped onto the feed belt ¢oing Lo the shaker screen, A the
ore passes  over the screeny all the fines and  minus 374"
materinl  d9oes bthrough bthe scresens and onto  the uanderscreon
helt. The oversize materiol continues across  Lhe soreening
decks  and into the sscondary crushers This ore falls onto o
roeturn belt, which dumps  onto the same screen feed bhelbt,
combining  the lardger and smaller crushed materiole  which
continues over bthe screen to Join the other moterial olready on
the underscreen beltb. This materinl is then dumped o
stacker belt vhich transports it Lo the pelletizoer,




PELLETIZING
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ffter the ore is crushed, lime is oadded. Then both the fines
and the lardger particles and fragments are dgraovity-Ffed into the
pelletizer, The crushed ore slides down an inclined convevor
belt which ds  woving upward against the flovw of ore. The
broKen ore is sprayed with cyanide, The larger particles or
fragments adhere to the Fines, thereby increasinzg  their own
already relatively lardge mass. The advantages produced by this
process are sidsnificoant: The crushing tends to break the ore-
hearing  rock  along ils fracture or ¢leavase 2 oar Lines
The smaller the post-crushing particles, the <reater the btotal
surfoce areoa exposed. The fines {(particles under one half inch
in  diameter) Lend Lo be captured by the larder parbicles or
Frogments: They adhere in irvredgular patternsy not in smooth
concenbric  lavers, This prevents compaction of fines into o
non-permnealley low porosity mass. Increasing porosilty  and
permeahility focilitntes ¢reater recoveries from the leaching
nrocess in less hime.

The pelletized ore is dumped onto stocker hellts and piled for
hoawlosge, :

ey




TET has four major ponds in their production circuit (see »lote
Y. Spray pond "o consists of harren solution. 280 sallons
per minubte of barren solubtion are pumped to the nroduction pads

for silver and gold stripping. The returny or eoffluent, Ffrom
the pads is dathered in pred ponds "4 and "B", Fond "A" acts
a0 settling pond which overflows into predg pond "I Fumps
hring +the predgnated solution from pond "B*  dinto the plants
where an  adeauate amount of =inc dust is added. Zinc  dust

canses  the precipitation of the gold and silver Ffrom the
salution. Simple sodium sulfide Lests are performed to justify
the amount of zinc wsed. There is o thirvd main pred pond  "C"y
which collects any excess prednant solution from rond "R,
This exdeess is pumped boack when pond "B" is low. The o barren
solution, stripped of silver and ¢goldy leaves the plants, and
goes directly to spray pond "I' al an average rate of 2050
gnllons per minute. In return, 2950 dgallons per minube  of
salution with the adeaqunte cyanide content is pumped Lo Lhe
production  pods. In excess of one pound of cyanide per ton
of solution is needed to extract silver and gold from the ore.
Lime ond coustic soda are added to Keep the pH level above 9.5

The +taills poad consishts of ore that has already been leached.
Mhen the effluaent return from an ore pad dSets doun Lo 785
ounce  of silver per ton, the spraving there is shtoppoed. Al
ore ot that level is transfered to the tails pad for further
lLeaching.  Approximately 320 dallons of boarren and recircuinted
glightly prednated solution is being spraved ol one time on Lhe
tails pad. i owash plant has been installed to exbtract further
values (see Innovabions and Frojeots).

The mid-grade pads consist of uncrushed and unpelletized wid-
grade ore., Cyanide and lime are added to fresh water from the
reservolr in a mix tank, and the resultant barren solution is
spyraved onto the pile. A three million ton mid-grade pod is

currantly under construction (see Innovations and Projects).

There aore five ore production pads, each 1007 x 2007 =2 87,
locnted ob the MHoughton claim, Fach pad holds 3,000 tons of
Ore. The pregnant soluation From mid-grade and tailings  pods
e used as  spray solution for the ore poads. This has Lhe
correct amount of cyanide and lime,  aond already has silver and
Gold wvalues. These wvalues in the solution tend Lo allow o

greater  extraction of silver and dold Ffrom the ore thanm  if o
harren selution is wsaed.

ey
Al Al



DEPARTMENT

PLANT

One precipitation plant

z
z

ion area

Secure collect



Y

T D O =T s Vs
1Y 4
A

_HOUGHTON PAD

25 M ToN CAPARCITY

O M GAL CAPACITY

41 GUARD House
2 SMELTER
3 PLANT
4 OFFICE TRAILER
5 OFFICETRAILER
6 LABORATORY
- TCRUSHER +PELLETIZER |
SFRESH WATER TAWK

| 9 MID-GRADE POND + MIX TANK
49 TaUC PAnD + MIT TAUWS

PADS

PONDS

dLVId .

NEW WELL

6

s

BUILDINGS

" PREGNANT SOLUTION

FRESH WATER LINES
FROM WELLS

ROADWAYS

W.-2BK 3

SPRAY SOLUTION
EFFLUENT SOLUTION




.}‘,,7

Flant Department

e

TEIT has  incorporated Ffour Merrill Crowe =inc precipitation
plante manufactured hy the Staote of Maine Mining Compoany. Each
plant has a eating of 300 tonsg of solution per dayy for o total
of 1200 tons of solution per day. Innovations and efficient
operation by the plant supervisor have increased the capacity
of the plants to o total of 1400 tons of solution per doy. Each
precipitating plant  can operate separately or in  conjunction
with the others. In the event of any component failure on one
ploant, the entire processing does not shut down.

The precipitates are pumped into o secure areay, where access is
Timited to o few Key personnel. They are then dried §in a
drying oven and shipped to the smeltery Chrysaor Laboratories,
located on TEI property. -
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Chrysaor haos o fully antomated tilt furnace bthat uwses o #300
crucible. Fresent smelting is 9246 hours or 2600 pounds of
precipitates per week, approximately S0%Z of capocity.

The dore’s in cone formy is shipped to o refinery by armored
car- or by plane. A TEI representative is present at the
weighing and assay of the dore’. A vacuum  tube is used, under
TEI’s  observation, to collect o homodeneous samele  from  the
molten dore’. The sample is cut inte thirds. One third remaine
with the refinery, one is sent to an independent laboratory,
and one returns Lo TEI‘s testing department.

From the smelting process, TEI has a larde volume of slag with

appreciable metal values. A vibrating toble ond dwmpoct  mill
have  been - installed. to process this materiol. Iwe to  the

efficient operation of the Smelting Department, Lhis »process
can be done by the Smelting Department personnely incurring ne
whbra labor costs,




TESTING

Atomic absorption spectrometer

Fire assay equipment
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ing fepartment

This department uses an atomic absorption spectromebter and full
Fire assay equipmente Sample testing is  provided faor  the
miningy, leachingy plant and smelter departments.

Mining Tepartment ¢

it samples received daily are assayved for gold and silver by
hoth atomic absorption and fire assay. The mining  department
uses the assay report to designoate the sampled aren as  either
wasthey mid-dgradey, orey, or high-grade.

.

Leaching Department?

Hourly samples are taken from the orey mid-grade,  and  tails

pads. The testing  department assays Ffor  dold and  silver
values - in solution. & coareful monitoring of »H and cyanide

content is conducted.

The testing department runs controls on the heads and tails  of
poad oree. This includes five assaoy for dgold and silvery and
harrel tests for leachability and expected percentadge recovery.

Flant Department?i

Hourly samples are taken to determine the dold and silver
values in the pregnant and barren solubtions. Results of these
assays are uwsed for quality control by the plant supervisar,
Smelter Department§

Fire assays are run doily on precipitate lots received by the
smelter  From the plant department. This allows manasSement Lo

compare  actual dore’ ounces Lo both plant results  and  pit
samples Ffrom the mining department.

26
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Wash Flant

TET hos accumulated wmore than 410,000 tons of crushed material

which has already been leached on the production pad. S04 to
mw  af the available silver ond 85% of the ZHold hoas  been
recovered., To emxbract o further 10% to 13% of the precious
metal wvalues TEIT  has constructed o wash plant  that ases o
dilute cyanide solubtion. The wmolterial dis  clossified and
sprayed on o triple deck shaker screeny, the Ffiner material
going as  slurry to o settling pond. The materiol from the

decks hos  bhe fines dropped oub,y leaving o clear pregnant
solution to S0 to the processing plante

The sorted and washed materiol from the screen is of specific
sire +to be marketabhle as road surfacing. TET moteriol has an
averanse hardness of 4,  which makes it acceptable for thol use.
As  the moterial is already mined and crushed, expense is
minimaly so  TEI can be very competitive in  supplying road
surfacing to Southern Arizona, The marketable price is $7 - %8
per Lone. :

Gales have already been mode to the town of Tombstone ond the
State of Arizona. In effecty the normal waste products of o
mining operation have become o wvaluoble and marketable
commodity.,
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Mid Grade Qre

TETD ds currently leaching on approdimately 220,000 tons of ore
that has been assaved to he betuween 2% and 1 ounce silver per
ton s The effluent and prednant solution From the portion of
moteriol under leach has indicated very favorable results for o
conventional henap leaching process on this mid-grade ore.

TEI's  stripping  ratio shows an increased amount of mid-grade
ore with depth containing (2% to 1 ounce per ton of silver. To
process  bhis moterialy TET is construchting  approximately 20
acres  of modular leaching poads,  with o capacity of 3 million
tons and o separate collection pond wilth o capoacity of 32
mwillion +dallons of solution. It will be possible to spray  a
total  of 2400 sallons per minute in o recircoulating  system,
until the predgnant solution is one ounce per ton or beltery
when it will be pumped to TEI‘s current processing facilities.
The poads are being constructed in a natural valley, using waste
material oz o sub-base and an indigenous lime cement called
coliche as  the impermeable baose. In the course of mining,
vanste must be moved to reach the . ore of one ounce per Lton  and
higher. By  placing this waste as constraction waterial  Tor
pads  and as mid-drade orey TEI - is creating a lardge leaching
pperation ot minimal  expense. A conventional heap  leach
exbracts approximately 1/3 of the precious metal volues.

I precious metal prices increase, the mid-grade ore will  be
processed through TEIZs crushing and pelletizing focilities.
At n Fisure of $146 per troy ounce of silver, the cut off in the
pit would be lowered to 1/72 o= silver per Ltony Lripling  the
volume of ore  thalt could be economicaolly »processed, The
previounsly  leached mid-srade materiol would olso  hecome o
procossable orebody.




Migh Grode Ore

TEL hos encountersd aveas in Lhe it Lhalt are ranning in edMoess
of  ten ounces of silver per ton and up to twa ounces  of  Hold
per  hon, With —existing focilitiocs, TETD dis able to eproc
these concurvently but  separately  From  olther produaction.
maintaining bthe different contiyrols in oyanide amowsts nocessary
for high ¢rade ore, The ore is crushed Finer than normal and
placed on o soparate pod. The pregnant  solulion = bLhen
blended into Lhe prednant solution From other production  pods,y
byindging the averase pres {from one ounce ap bo o possible Lhreo
or four ounces poer Lon.

&

finy ore of above Poounces of siiver per bon will e proco a1
Iy weans  of o osmall mill TET hos used o pilot wmill Lo
determing percentoadge of  recovery  and  opbtimoam cperating
procedures. Extrapolating from the results of these tests, TET
should be able Lo baild and operaote o mill with o covocity  of
180 to 200 tons  per day ot o construction  cost  of  aboutl
H200.000. There 4 also,  Ffour miles awaye o custom  mill
capuable of hoandling high drode ore.




RESERVOLR

A 4







Lonyeyor

TET s present hauwladge systeom, mwoving bhoe pelloetized ore Lo the
nods, consists  of one 50 ton voavhouler oand one 12 vord looader.
With increoscod production this will bhe inodeguato. M possibhlo
soluhion vy 1l he  bhe purchose or leose of an addditionnl
povyhandher . This  option wvould,  however, howve o conbinuous
impoact  on operating coshs,  and involve additional  labor. I
PO O G alternotive dis Lthe dinstallotion of o conveyvor svsbem.
Sdvaontadges of this ared

1) One svosltom generatins

2 Estorowmaely Low ’ and ropalr coeshs

20 Fliwdinnbtion of operating personnel

A4 Tmwplementotion with wminiwal dnterraption of opoerations

5Y Mobiceable decrense in opoerationol cost per ton din oo

shorh period of bimoe.

a

v

e

shant delivery Lo Lhe pods

The cost of instoallation and maintenance of Lhe convevor syshem
potld hed

i

Felletizer Lo production pads? 1900 feel ot $1EH0 per fool
J L2225, 000 (one Lime)

Froducthion pods Lo tails padst 2EON feet ol $I50 per fo

KAFRLO00 {one Limed

o

Repailrs and maintenance’ H500 poyr monthy $&, 000 anmual Ly

The proser
annual cos

-

tosvabem, wbilizing Lthe pavhouler and loodere  hos
g as Follows?

o

wd

G pavhaulerd initiar cost 228000 ol $5.17% poer wonth

FAE, 100 weor vear

FEYBED par omonth
AOV020 per vear

400 Loander indtial cost 199,000  at

Dapadlr and moinbonanco? HF0L3SS por yeor
Labori 2 wmen, ob $240 pey week E24.540 por vear

Total annual costi BT AAL



The projected cost of the present system, with an additional
pavhauler, and reloted additional labor ond mointenance costs,
i HAEEL000 annually. The proposed convevoer syvsbem would hoave
0 installation cost of 400,000, ond annmual cost: HHLO00 .
Comparison of bthesse costs shows thal the proposed system hos o
Tess than two vear pavbock, and would then operote ot 24 of the

cost of o conventional systonm,

The  convovor  syabtem would hove the capooity Lo move wmore ore
thon i presont ocrusher cironit prodaces. The addition ol
onathers  zhorl  head  cone cruasher and SOTERON instaolled  oand
incorporated  with  the present corusher configueation,  wonld
incrense crushed ore production by S50%, with o wminimum total of
A,000  tons  of  crushed ore  per  day. This purchase and
instaollation would cost $300,000, but in conJunction wilth  the
conveyar  aysastom it ie belioved thal the overall cost per  ton
could he decesased substantiolly.
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CEOLOGY

Tomastone  deposits are vein structures which are  charoacteriss
Licaolly dirrosualor lenses and pods in Fovoroble geclogio bedding
plancs or slips, Toaunlts, fisaures and bhrecorated shoor @ones.
The Fovorab le ol osgic horizons e dn or ey the Mooco
limestoney the Novaculite and the Eluae limesltone. Oraginally
the ore  solutions  come ue bthroosh erising verbicoal pines  os
epigsentic  replacement deposits where release of  pressure  oand
the chemical  chonges dnduced precipitation  of  the wmineral

v lusa
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The rocolk  Formations of the Tombstone Hills rande

Combriaon  to Recenb. The Pro=-Combriaon ds  represont
granodiorite intrazive. Folcozeoic rocks are the Cabr
Quortizite and Abridgo Limestone, and the Fennsylvanino
Noco group sediments. Moesozoic sediments are the O
Rishee ¢Hroup sedimenhts, The Tertiary Feviod is repre
the Lol ffelin Granodiovite intrusive and andesi
dikes, the ncle Sam Tuff and the Bronco Volcanic
aspdiments consiast of Guatornary ALLuaviam.

\‘\./

Lo

Tho FPaleozolo arred Mo
have beoen folded. fouited during uplifty and intrade
ghoge dilkes of bthe Schioffeolin Granadiorite.

Folding  of the sediments has produced anticlines {(rol
trend northuest. Later tectonisw produced northeast
Fissures  along  which severnl dikes dintruded thse =
Emplaocements of  the Schieffelin Granodiorite and
shtage  dikes, along with the swtrusion of the Uncle 5
Look plaoce in the Tertiary following the structuarol
Lion. Mineralization hos heen inferred to bhe of the
~ N Soveral oeisodes of Ffanlting followed in Tertiary Lim
W/ the dintrusive emplocement . Late Tertiary and Guatoer

e an erosional period for bhe Tombshons Mills.

P

woyrode sediments in the Tombstones  MHills

Pom Mo
o by o0
dan 210
n-Formian
rehanoons
sanhed by
porphory

g

g by lablo

1a) which
Lronding
gchiments.
its  late
am  Tuffe
dedorm-
HOME E0 .
e afher
ey have




°

i o the Contontion-Grond

Ry i

e IO
ol hho

bav e

=
23
=

SEPGE T

2 Intru

et e

oyl L

LRI A T

re b b
e vorthye ey

v L

o bhe ore

i Vario
croeee bhe watos babilo

Hiongowanr ] i . &y
LD JNEE mirnsrals curroently being minoed.

arargyiriho, By omar

i
bes b O SR

i

3

Gurroently, et
seoanle of one dnohos

gmarel m

Al ey dng o Ldthole arved sk
20 ooty de providing new dnforma
e oore mones and Lorsel new ones.

ruchure, onoa
'..-

FRNIY




——

ii.:u

o]~

-

SEQUENCE OF GEOLOGIC UNITS

Geologic Units

Brief Description of Units

QUATERNARY

Phonolite porphyry dike

-very pale orange to pale yellowish-brown pnonolite.

Basalt intrusive

-dark gray to grayish black basalt has a micro-
crystalline texture.

Quaternary undivided

-Plio-Pleistocene Gila Conglomerate and modern
gravel and alluvial deposits.

TERTIARY

Rhyolite porphyry:

63 m.y.

-grayish pink rhyolite with medium to fine grained
phenocrysts in a devitrified groundmass.

CRETACEOUS

Hornblende andesite intrusives

-medium bluish gray to light olive gray andesite.

Rhyodacite

-very pale orange to dark yellowish-orange rock with
porpnyritic-glassy texture.

Granophyre dike

-grayish-orange-pink to pale yellowish-orange, medium
grained rock with micrographic texture.

Quartz latite porpnyry

-1ight gray, holocrystalline rock with medium grained
phenocrysts. This lacks a vitric groundmass and a
pyroclastic texture.

Uncle Sam Tuff: 71.9 + 2.4 m.y.

-light yellowish-brown to light brown tuff- a lithic,
crystal, vitric quartz latite porphyry intrusive.

Schieffelin Granodiorite: 72 m.y.

-light gray to grayish pink, medium grained
granodiorite.

Andesite porphyry dikes

- 5 dikes, including the Boss dike. Dark greenish

gray to grayish-orange andesite.

Bronco volcanics

Upper rhyolite memper
Lower andesite member

-pale orange to light gray rhyolite (tuffaceous beds
and flows.)
-greenish-gray to moderate-red andesite.

Bisbee Formation: 2000 ft +

-Basal Glance Conglomerate. Maroon sandstone and
mudstones, minor limestone beds, and brown to buff
sandstone.

PERMIAN

PENNSYLVANIAN

GROUP

NACO

Concha Limestone:

1500 ft.

-medium-gray, thin to medium thick, silty limestone.

Scherrer Quartzite: 150 ft.

-lower-red siltstone, then white to brownish sandstone
and minor limestone, limestone and dolomite, and upper
light brown to pink sandstone.

Epitaph Dolomite:

780 ft.

-lower dolomite, then calcitic siltstone, dolomite,
and upper limestone.

Colina Limestone:

635 ft.

-dark gray to nearly black, medium to thick becdded,
crystalline limestone. Color weathers to pale gray.

Earp Limestone:

595 ft.

-extremely varied; lower-dominantly shale with minor
sandstone; upper - pink to reddish brown, medium to
very thick limestone and dolomite beds.

Horquilla Limestone: 1100 ft.

-light to dark gray, medium bedded to massive lime-
stone; contains red and green mudstones.

MISSISSIPPIAN

Escabrosa Limestone:

780 ft.

-lower: white to light gray, massive limestone and
dolomite. Two chert horizons - dark gray to black
chert beds and brown nodules. Sandstone and shale
are absent; corals, crinoids, and brachiopods are
present.

DEVONIAN

Martin Limestone:

230 ft.

-dark gray to brownish black; chent, limestone,
sandstone, and shale. At Tombstone sandstone and
shale predominates.

CAMBRIAN

Abrigo Limestone:

844 ft.

-grayish-olive green to dark greenish-gray colors,
thin beds of conglomerates. 3 parts: 1. lower shale,
limestone, and conglomerates, Z. med. crystalline
limestone, 3. upper sandy limestone and quartzite.

Bolsa Quartzite:

440 ft.

-pale orange on fresh surfaces; light brown on
weathering. Thick to very thick bedded medium tc
very coarse grained, somewnat cross-bedded quartzite.

PRECAMBRIAN

Granite

-pinkish-gray to lignt-gray, medium grained, biotite
granite, with a poorly to moderately well aefined
agneissoid structure.

Pinai Scnist

3

-dark greenish-gray to brownish-gray, moderately to
well-foliated, Tine arained, quartz sericite scnist.
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MINERALS PRESENT IN THE TOMBSTONE MINING DISTRICT

H designates hypogene mineralization

Y ) S designates supergene mineralization

4 Silver minerals argentite (acanthite) AgZS
stromeyerite AgZS. Cuzs

e hessite Ange

- argentojarosite
native silver Ag

. cerargyrite AgCl

7 embolite Ag(Br,Cl)

A bromyrite AgBr

argentiferous tetrahedrite

[ =T < B 7> W 72 T @2 M 7 S 7 W = v R @2 W 92 ]

tnsad

argentiferous galena

i

Gold mineral native gold Au

1 Lead minerals galena PbS H
bournonite CuZS.ZPbS.SbZS3

cerrussite PbCO3

pyromorphite 9Pb0.3P205.PbC12

vanadinite 9Pb0.3V205.PbC12

descloizite 4(Pb,2n)O.V205.H20

mottramite (cuprodescloizite) Pb(Cu,Zn)OH.(VO4)3

bioe)

./ anglesite PbSO4

wulfenite PbMoO
plumbojarosite PbO.BFe203.45i03.6H20
bindheimite~hydrous antimonate of lead

| R |

Copper minerals native copper Cu

———

chalcocite CuZS

stromeyerite AgZS.CuS
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Manganese
minerals

Zinc minerals

covellite CuS

bornite CuSFeS4

chalcopyrite CuFeS H
bournonite Cu,S.2PbS.5b,S,
tetrahedrite 5Cuzs.2(Cu,Fe)S.ZSbZS3 H
famatinite 3CuZS.SbZS5

cuprite CuZO

tenorite CuO

malachite CuCO3.Cu(OH)2

azurite 2CuCO3.Cu(OH)2

rosasite (Cu,Zn)CO3.(Cu,Zn)OH2
aurichalcite Z(Zn,Cu)CO3.3(Zn,Cu)OH2
chrysocolla CuSiO3.2H20

connellite CuSOA.ZCuCIZ.19Cu(0H)2.H20
brochantite CuSO4.3Cu(OH)2

beaverite.CuO.PbO.Fe203.2803.4H20

alabandite MnS H
hataerolite ZnO.Mn203

polianite MnO2

pyrolusite MnO2

manganite Mn203.H20 S
psilomelane HAMnOS

rhodochrosite MnCO3

"black” calcite contains minute Mn oxides

sphalerite ZnS H
smithsonite ZnCO3
hydrozincite ZnCO3,zzn(OH)2

rosasite (Cu,Zn)CO3.(Cu,Zn)(OH)2
aurichalcite Z(Zn,Cu)CO3.3(Zn,Cu)(OH)2

calamine (hemimorphite) ZZnO.SiOZ.HZO
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Wasterock is separated into low grade protore which is stockpiled and

barren wasterock which is discarded to a wasterock pile. In this way a
low grade resource is accutulating which can easily be reclaimed when
iustified by higher gold and silver prices.



TOVBSTONE EXPLORATION INC.

INNOVAT IONS

Several inncvations were observed at the Tombstone Explopration Inc.
S operation which are sumarised below:

1. Trenching and channel sampling of the ore zones provides a better
indication of ore grades than has been found using drilling.

2. The innovative crusher & screening circuit is designed to require a
minimum of operators and the crushing operation has now been innovatively
inteagrated with the agglomeration step.

w)

A recently installed magnetic scalper on the crusher circuit conveyor
belt has resulted in an improved operational availability of the crushing
circuit.

| 4. The effective fine ore agglomeration step is low cost to operate and
greatly enhances recovery by heap leaching.

5. Leaching in two stages firstly on the primary pad followed by
intermi ttant leaching cn the tailings heap provides a means of gettirg
"two bites at the cherrv.'

| x‘i‘ 6. The prudent use of small inventory settling ponds for preg solutions
! recovered from the leaching heaps provides a means of preclarifying the
pregnant solution before it is fed to the recovery plant.

7. The application of off the shelf modular Merrill-Crowe zinc precipitation
units reduces capital cost of the metallurgical plant and by using
nultiple units the plant has a very flexible capacity and an excellent
operational availability.

8. The design of the metallurgical plant layout, despite the low capital
cost is nevertheless designed for optimum security.

9. Continuous solution sampling devices meke it possible to measure the
v ‘ orecious metals in the pregnant and barrens solutions and make it
| & possible to implement an operator incentive program based on the plant
throughput and metal losses in the barrens.

10. TEI have designed and installed a low capital cost but very effective
precipitate drying cven.

- 11. Valves which can be expensive and cause downtime due to mechanical
failure have been replaced by extremely rudimentary three way gate valves
of home design which are not only easy to build but also very easy to
operate.

:\;; 12. TEI have adapted a most elegant method for sampling dore bars during the
smelting step. This technigue was borrowed from the steel industry.




)
~—

13.

14,

15.

By charging dried precipitate to the crucible furnace in preweighed paper
bags the smelting process is simplified. This simple step makes it
possible to keep the smelter room much cleaner and reduce airborne losses
of precipitate.

The remote controled tilting furnaces are designed for maximum operator
safety and operator convenience and comfort. It is possible to operate
this smelting step cleanly and efficiently because the operator can keep
cool.

TE! have developed a mini-computor process control system for their heap
leaching process which once perfected will meke it possible to greatly
irprove the day to day control and efficiency of the process.




TOVBSTONE  EXPLORATION  INC.

ADVANTACES

* Tombs tone Explordtion Inc., despite the fact that the ore is relatively low
arade, is blessed with several advantages which have an impact on both the
operating and capital cost of the plant:

o Warm,arid climate permitting year-round outdoor operations.

o The relatively clean ore is claimed to be low in base metals and other
cyanicides or species that would render the ore refractory.

o Excellent existing infrastructure due to location in the outskirts of the
small town of Tombstone.

o Adequate local labor pool residing in the vicinity.

o Very favorable contract for mining ore and overburden at an excellent
contract price.

o Soft oxidized ore which requires virtually no blasting.
o Available coliche material from which to build the leaching pads.

o ‘Suitable topography and available land on which to build the leaching pade
and the tailings and waste piles.

o Very creative and experienced local management and staff leadership.

o Recause the ore contains both gold and silver there is some
diversification of products.



MINE

TELEPHONE

CONTACT

HEAD CFFICE

TELEPHONE

CONTACT

LOCAT ICN

- CLIMATE

HISTORY

CRE TYPE

TOVBSTONE EXPLORATION INC.
P.0O. Box 610
Tombstone, AZ 85638

(602) 457-2231

Custin L. Escapule, General Manager & Vice President
A. Joe Craves, Mine Superintendent

TOVBSTONE EXPLCRATION INC.
17 E. 76 Street
New Yorlk City, NY 10022

(212) 628-8466
Tom Schloss, President

On the outskirts of the historic silver mining town of Tombstone,
Arizona.

Located at about 3,000 ft altitude in southern Arizona, Tombstone
Exploration Inc. is located in a hot arid climate tempered to some
extent by altitude. The climate is ideal for the operation of a
heap leaching plant as. problems with freezing in winter are
altogether avoided. Cther problems avoided are the crushing
problems that can arise when wet ore is crushed . :

Very occasionally storms may be anticipated which result in short
periods of very high rainfall which could temporarily upset the
water balance of the plant, but such occurrences are likely to be
very infrequent and not disasterous to the operation.

The history of this property is described by McQuiston and
Sheemaker (1980) under the title of 71 MINERALS LTD which closed
cown in 1978. 71 MINERALS LTD. processed several million tons of
wasterock from earlier deep vein mining operations in the area with
typical grades of 1.0 oz/st silver and around 0.01 - 0.02 oz gold
per short ton.

TEl now control about four square miles in the Tombstone district
covering numerous small underground workings. TEl own 87 patented
claims which is about 80% of the total nurber of patented claims in
the area and in addition control a further 18 unpatented claims.

A map of the claims and known underground workings in the area
shows an extensive area from which high grade veins weré mined in
earlier times, and implies that a significant tonnage of lowgrade
ore backfill and ore that was below the earlier mining cutoff
qrades could have been left underground.

TEl have delineated an area reaching from the surface to an as yet
untested depth which is mineralised in fissures in the Bisbee
Formation along three porphyry andesite dikes which have intruded
into sandstone, quartzite, shales and |imestone.




’ SAMPL ING

CAPACITY

STRIP RATIO

NINING

CRADE

A known granodiorite intrusion is located 1-2 miles away but no
mineralisation is directly associated with it. The geology of the
area has been described by Ransome of the USBM first in the 1890's
and later in 1926, and more recently by Butler in the 1930's and
by Blake.

Ore currently being mined appears to be completely oxidized and the
actual mineral species in which the gold and silver occurs was not
discussed.

The orebody is delineated and sampled by trenching at roughly 20ft
intervals across the E-W trending ore zone, to a depth of 6 ft
using a Cat 225 excavator that belongs to TEl and is operated by
TE! employees. Channel sarples are taken at 6' intervals along the
walls of the trenches which are assayed. This technigue is found to
be more reliable than drilling which is the more commonly practised
technique observed on other projects.

2000 st per day ore is mined and prepared for leaching 5 days per
weel<.

About U4:1

All mining is carried out by a subcontractor, namely Magini Leasing
and Contracting. The contracted price is $0.74 per cubic yard which
works out to about- $0.50 per short ton of rock moved. The contract
covers mining and moving rock as appropriate to the plant crusher,
to the low grade stockpile or to the waste rock dump. The ore is
friable and usually does not require blasting. When necessary,
however, the contractor also is responsible for blasting which is
charged at the rate of $2.84 per blasthole foot drilled.

Mining ecuipment employed by the contractor includes:

Seven Cat 631G Scrapers
Three Cat DCY9 Dozers

About 1.5 oz Ag per short ton and 0.03-0.04 oz Au per short ton.

| PROCESS SUMUARY

CRUSHING

Mine, Crush, agglomerate with |ime and cyvanide, cure, stack heaps,
leach with sprinkler irrigated solution, clarify, de-aerate, zinc
precipitation, vacuum dewatering of precipitate, dry precipitate in
oven, smelting to Dore.

The crusher system was supplied by Kolberg Manufacturing
Cerporation of Yankton, South Dakota. It consists of a two stage
crushing and screening plant.
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covers mining and moving rock as appropriate to the plant crusher,
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Mining ecuipment employed by the contractor includes:

Seven Cat 631G Scrapers
Three Cat DGS9 Dozers

About 1.5 oz Ag per short ton and 0.03-0.04 oz Au per short ton.
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Mine, Crush, agglomerate with |ime and cvanide, cure, stack heaps,
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ACGLOVERAT ION

Ore is dumped onto a vibrating feeder and screened across a
vibrating grizzly. +23" material is fed to a Cedar Rapids jaw
crusher rated at 150 tph at -5/8". More recently the crusher has
been set to give a product that is -3/4" and throughput has been
increased to 240 tph. Operating at two shifts per day over a five
day week, an average production rate of 2400-2500 st per day can be
achieved.

The -21" screen fraction is passed over a shaking screen with two |
decks (13" and 3/4" apertures) in closed circuit with an ELJAY 54"9
cone crusher set to crush at =-3/4". Minus 3/4" crushed ore is
stacked on a fine ore stockpile with a live bottom.

Recent improvements in the crusher circuit include the insertion of
a magnetic scalper which removes considerable amounts of tramp
steel including old iron tools from the earlier underground
workings. Lime is added to the crushed ore directly onto the
conveyor feeding the crushed ore stockpile. A new centrally located
crusher control room is under construction from which the whole
crushing and agglomeration operation can be observed. This is
expected to make it possible to eliminate one of the crusher
operators.

The crushed ore stockpile feeds a belt by gravity via a gate that
is pneumatically controled from the control room. About 10% of the
crushed ore is minus 100# (150 microns). 35-40% is minus z".
Acqlommeration is considered necessary to achieve adequate per-
mezbility of the heaps and has been found to result is a signi-
ficant inprovement in gold and silver recoveries.

Crushed ore with |ime already added at the end of the crushing
circuit is agglomerated on a sloping 48" wide conveyor belt which
runs uphill against the flow of the material which rolls down the
conveyor which being sprayed with cyanide solution. In this
fachion fine particles attach themselves to the larger ones.

10 Ibs lime and a total of one pound of sodium cyanide per ton of
ore are added. The cyanide is added by spraying as a solution with
a concentration of 30 pounds of NaCN per ton.

After agglomeration the ore is stacked in a heap on the ground and
allowed to cure for at least 24 hours.

The agglomeration belt at TEl functions very well and appears to be
relatively simple to operate and to control. TEI offers this
system to others together with their knowhow for around $100,000.

PAD CONSTRUCT ION

Leach pads are constructed from a naturally occurring coliche
material that is available on the property, augmented by old mill
tailings from earlier mining operations. The pads are constructed
from 2' thick compacted material built up in 3-4" layers with
10-12% moisture content.



HEAPS

TE| property includes a considerable area of generally flat terrain
that is suitable for the primary leaching pads.

A secord pad also constructed of 2' thick coliche in 2-3" compacted
layers has been constructed on which the tailings from the primary
leaching pads are deposited in a very large heap. This provides a
second leaching process applied to the same ore but this time in 3
heap with a new solution channel pattern and a much longer res-
idence time

Pads are constructed using a Gallion T600 motor grader, a front end
loader and a pneumatic compactor which is similar in appearance to
the reguiar sheepsfoot compactor..

Heaps of cured agglomerated orc are staecked to heights varying
between 10-12' on the primary leaching heaps. There are five
primary leaching heaps that are rotated. Each is leached for four
days before beirng lifted and dumped on the tailings heap which
serves as a secondary leaching heap.

TEl owned equipment used for heap construction includes:

One International 400 12yd? loader

Cne International 560 6yd? loader

One International 3508 Payhauler dumptruck
One Euclid R50 durptruck.

HEAP CONSTRUCT ION

Heaps are constructed using TEl owned and operated equipment.

SOLUTION APPLICATION

Solution is applied through Nelson Beta 45 sprinkler heads on a
10ft spacing along solution feeder lines.

1200 short tons per day of solution is applied to one of the
primary leaching heaps containing 7000 st ore. Based on a 12' heap
height and 100 Ibs per ft3 bulk density, the area occupied by each
primary heap would be about 12,000 ft2. This works out to 0.23 US
gallons per square foot per minute assuming that the full 1200 st
of solution is applied to only cne primary leaching heap.

If 1200 st of solution is applied to 7000 st ore for 4 days this
irplies that 0.68 st of pregnant solution is recovered for each ton
of ore treated in the primary leaching pad. Of course there will be
some reduction in the volume of solution recovered on account of
evaporation.

The much smaller rate of solution application on the larger
tailings heaps also generates additional solutions containing gold
and silver. These solutions are irrigated over only a small part of
the heap at a time and the solutions are recirculated to bring the
grades up. This purp recirculates 350 US gpm.
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WATER SUPPLY

f‘ v 'AN m‘J'EP‘

TEIl water is supplied by two wells. One is in an old mineshaft and
the secend is located near the metallurgical plant. In the cold
underground workings excess water was one of the problems faced in
earlier years which required special pumps, consequently it is
implied that despite the arid climate at Torbstone, water supply is
not likely to be a problem.

The TEIl operation is located in the town of Tombstone where it
appears to be the largest employer. Apart from tourism and one or
two smaller mines in the area there does not appear to be much
other industry in the area. Southern Arizona offers a pleasant
living envirorment and consequently TEl claims that they have
little difficulty attracting manpower with an adequate aptitude for
this type of operation.

The Vice President and GCeneral Manager in charge of the operation
Mr. Dustin L.Escapule is clearly well organised, innovative,
capable and able to control his workforce.

Mining costs are very low because of the contract arrangement which
is very favorable indeed. Currently while capital spending and
construction is in a severe recession in other sectors of the
economy, it would appear that favorable contract terms will con-
tinue to be achieved. The viability of such a favorable contract
when the rest of the economy improves might require some thought.

A schecule of TEI employees was not provided, but judging by the
general appearance of the operation it is clear that TEl is neither
overstaffed nor understaffed. The crushing and agglomerating
station is operated in a way that requires a very small nurber of
operators and this is being further streamlined. The Metallurgical
plant is operated by one operator with one helper which is very
labor efficient.

CYANIDE COrSUMPT ION

LIME ADDITICN

ROWER SUPPLY

1.8 Ibs NaCN per ton of ore maximum. Cyanide costs $0.60 per Ib
delivered in 20 ton lots to Tombstone.

A maximum of 10 Ib lime is added per ton ore on the stacker belt
ahead of agglomeration. By February 1982 the lime consurptior had
been cut back to 5 Ibs per ton ore.

Lime purchased as Ca(OH), costs $0.01 per Ib.

TEl is located literally in the town of Tombstone and is served by
utility power. A standby diesel generator is however installed in
case there ever is a power failure. This generator is seldom if
ever used and corrosion caused by rain entering the vertical
exhaust pipe during infrequent desert storms might be a problem
were it not for a very sinple solution to the problem developed by
TEI.

11




SCALING TEl experiences a scaling problem both on sprinklers and in the
plastic pipes used to convey solutions. Baroid S35 is used to
inhibit scaling to some degree and appears to keep the problem
under control. The anti-scaling reagent is added into the preg
pond.

It is found that when the weather is hot (60° water), there is less
of a tendency for scale formation. Below 40°F, however, scaling
becomes more serious.

DUST OONTROL  Since Tombstone Exploration Inc. is within the city limits careful
dust control is excercised by applying water through.a hose spray
from 2 tank truck.

METALLURGICAL PLANT

The metallurgical silver and gold recovery plant is simple and
compact. 1200st per day of pregnant solution is processed through
four State of Maine clarification and zinc precipitation modules
each rated at 300 stpd. These units are each rated at 50 USgpm, but
were operating at 55-60 USgpm at the time of the Februrary 1982
visit.

Solution feed lines to the plant are PMC schedule 40 pipe.

ZINC PRECIPITATION

Tombstone Exploration Inc has installed four State of Maine Mining
units for clarification of pregnant liquor, de-aeration, and zinc
precipitation. Each of these innovative units is rated at 300 st
per day solution and cost $20,000 each. '

When one of the Merrill-Crowe modules is filled to capacity, Zinc
precipitated silver and gold is backflushed from the State of Maine
modules to a series of filters located inside the security

zone of the plant which is separated by a locked door. Outside the
security area the zinc precipitate is not handled directly by any
operator,

The complete metallurgical plant is operated by one operator and
one helper whose main functions are to watch for pressure buildup
in the filters as a signal for the need to recycle the filters and
add fresh precoat after durping the contents of the precipitate
filters.

BARRENS The plant operates on an employee incentive basis with a bonus paid
for extra throughput and penalties for high barrens exceeding 0.50z
Ag per st solution. Average barrens are 0.01-0.02 oz Ag per st
solution. Cold barrens are said to be much lower than this but were
not specified.

12



SAMPL NG

SVELTING

MAINTENANCE

Barrens are sampled hourly. There is a further automatic sampler
which collects a one gallon sample of barrens solution over each 8
hour shift. This latter composite sample is used to monitor the
operztor performance. The automatic sampler is locked and the
operator has no access to it.

Zinc precipitated silver and gold are backflushed from the State of
Maine zinc precipitation units in the metallurgical plant and
purped to a row of filters in the secure room at one end of the
plant. Vhen these filters are filled the contents are dumped into a
long trough shaped vacuum pan filter and dewatered to about 30%
moisture by applying vacuum. After dewatering, the precipitate
which contains some silica added as precoat, is scooped out of the
pan filter into steel pans made from steel oil drum ends, and
placed into a homebuilt drying oven heated by the heatina elements

.from a household cooking stovetop. The drving oven is made from

steel sheet and is insulated. After drying for several hours at

about 120°F the dry precipitate is carefully removed from the oven
trays and placed into paper bags.

Dry precipitate in preweighed paper bags which prevent airborne
losses is next taken to the smelter building which is kept separate
from the other buildings for securiy reasons.

The dried silver-gold precipitate mixed with flux in the paper bags
is charged into the gas fired crucible furnace. By loading the
precipitate in this way TEl avoids airblown losses which would
occur if precipitate were to be hand charged directly into the hot
furnace using a shovel. The furnaces have been designed so that
they can be tipped mechanically by remote control by one operator
from behind a heat shielded glass screen. The conical molds into
which the slag and metal contents of the furnace are poured are
mounted on rails for easy handling, and maximum operator safety.
The smelter area is fitted with a powerful extractor fan to with-
draw any urwanted fumes.

TEl employ a very clean glass tube sanpling device as a means of
drawing a sanmple of hot silver from below the slag level in the
mold. This is a much cleaner, faster and more reliable method of
drawing a sanmple than the older technique of drilling into the
final dore bar.

2-4 full time maintenance workers are employed in the TE!
workshops. Major repair jobs are contracted out. The mining
equipment is maintained by the contractors on site using their own
maintenance shop.

ASSAY FACILITIES

AA - Perkin Elmer 290
Fire Assay
Test Leaching - Lab scale bucket tests.

13



LEACH REQONVERY TEST

SEARITY

Torbstone Exploration Inc. carries out leaching tests regularly on
o laboratory scale. A split down crushed sanple cof ore is drawn to
fill a 5 gallon plastic bucket with perforated |id and bottom. The
bucket with ore in it is placed in a plastic trough and a standard
volume of cyanide solution added to the bath. Solution is recircu-
lated to the top of the perforated lid of the bucket by a small
submerged pump.

Pregnant solutions recirculated in this way are analysed by AA to
determine the percentage of the gold and silver values that can be
leached. Such tests are found to provide a good comparative measure
of the leachability of one ore zone to the next. The procedure is
simple and inexpensive and can be performed on several sarples at
once.

It was pointed out that the plastic evaporative cooler purp made by
American Excelsior Company which is available in most hardware
stores works very well for the purpose of recirculating solutions.
TEl point out that pumps with brass shafts must be avoided for this
application.

In other operations it was noted that a small carbon colum was
inserted in the recirculating solution circuit to remove gold and
silver from the solution before re-zpplying it to the colum. It is
believed that in the absence of this measure, the results obtained
by the TEl test may underestimate the leach recoveries obtainable
in practice.

Torbstone Exploration enploys several levels of security
precautions. Firstly, a security guard screens and records details
of each person entering or leaving the premises.

Secondly, in the metallurgical plant the operator and helper have
no access to zinc precipitate which is backflushed directly from
the filters into a secure area which is locked except when a
responsible official is present during the recovery of precipitate.

The precipitate is dried and bagged in the secure area where at
most one or two employees have any access to it. Bagged precipitate
is added to the smelting furnace thereby avoiding further direct
handl ing.

The smelter building is in a separate fenced in building in sight
of the security guard.

Full details of the security system were not revealed to Randol

International Ltd and are known to a very |imited nurber of people
which in itself is an added safety measure.
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CPERAT ING QOSTS

Operating costs were not fully disclosed during the brief visits.
However, based on the following assurptions the direct operating
costs per short ton of ore appear to be in the range of $9-$10.00

Per Day
(5 days/week)

Supervision & Management 3 men @ $150/d 450.00
Opecrators & Labor: 42 men $ 75/d 3,150.00

Contract Mining Costs 2,000st/d ore
8,000st/d protore & waste

10,000st/d total @ $0.50/st 5,000.00
Crushing, Agglomeration, Heap & Pad constr.
2,000st/d ore @ $1.50/st 3,000.00
Tails pile constr. & management
2,000st.d @ $0.50/st 1,000.00
Metallurgical Costs: -
NaCN 2,000st/d x 1.81lbs x $0.60 2,160.00
Lime 2,000st/d x 10 Ibs x $0.01 200.00
Zinc guestimate 500.00
Precoat guestimate 200.00
Fluxes, crucibles etc 100.00
Power Costs aguestimate (Crushing, Pumps,etc) 1,000.00
Maintenance Supplies 500.00
Diesel Costs : Included in cost of heaps etc.

Laboratory & Office Supplies, Telephone etc. guesst. 300.00

TOTAL for 2,000 st/day ore $17.560.00

Based on the above hypothetical cost structure the direct cost per
ton of cre treated would be $8.78 /st. Additional costs would be
incurred for taxes, insurances and claim fees, as weel as any
royalties payable. This together with contingencies would bring
total direct costs to the $9.00-10.00 per ton range.

15



MANPOYER EST IMATE

The above cost estimate assumed 42 employees which was derived as follows:

Trenching & Sampling 2 men
l.aboratory 2
Ceologist 1
Mine Supervision 2

~
-—

Maintenance

Metallurgical Plant 2 x 3 shifts 6
Heap supervision & cperation 2
Heap construction 4
Tailings Pile construction 4
Leachpad construction 2
Watertruck operators 2
Refinery & Smelting 2
General Labour 1
Supplies 1
Accounts 2
Clerical 2
Security (1 per shift) 3

TOTAL 42

Mote: The Operating cost estimate and the Manpower Estimate are a best efforts
guestimate by Randol International Ltd. and can be used to gain an order of
magnitude estimate of costs only. These numbers are subject to correction
by Tombstone Exploration Inc. who can provide actual data.

16
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TOMBSTONE EXPLORATION INC

Summary Report

by

Randol International Limited
7510 West Mississippi Avenue
Suite 210
Lakewood, Colorado 80226

20 March, 1982,



IMNTRCOLCT I ON

At the reauest of Mr. Tom Schloss, President of Tombstone Exploration Inc.,
Pando! International Ltd. has undertaken this summary review of the silver
recovery operations at Tombstone Exploration Inc.'s open cast silver and gold
minina operation at Tonbstone, Arizcna.

This report is written on the basis of information gathered during a two hour
visit to the propertv during May, 1981 durina which data was collected for the
Pendo! multi-client investigation on 'lInnovations in Gold and Silver Recovery.'

~This was followed up by a visit for discussions with Mr. Tom Schloss in the New

York offices of Tonbstone Exploration Inc. and a further half day visit to the
mine and plantsite on Thursday, February 18, 1982.

All information summarised in this report was provided by employees of
Tortstone Exploration Inc. (TEl) and has not been quantitatively audited by Randol
International l.td. The helpful assistance of TEl employees, particularly Dustin
L. Escapule Vice President and General Manager, is acknowledged. The objectives
set for this assigment are as follows:

o To review the metallurgical process and procedure applied at TEI
with a view to assessing the overall economics and efficiency of
the metallurgical extraction process employed.

0 To review the many innovations employed by TEl in the recovery
process.
0 To review the overall caliber of the operations, to comment on the

deqree of competence of the management team and the management
phileosophy employed at TEI.

This investigation specifically avoids the critical issue of general geology
of the area as well as any assessment of ore reserves either proven, probable or
potential on TEl claims as these will be independently assessed by other con-
sul tants.

It should also be noted that Rando! International Ltd. has not received any
remuneration from TE! other than for minor travel and accommodation expenses
associated with the second visit. TEl is a Sponsor of the Randol rulti-client
investigation into Innovations in Gold and Silver Recovery. Rando! International
a2ccepts no responsibility for any inaccuracies that may inadvertantly be included
in this report.

CONCLUS IONS

1. From a metallurgical point of view Torbstone Exploration Inc. is a very
fine operation with competent and innovative management appropriate for an
operation of this size.

[38)

. Several innovations employed at TEl have enabled recoveries to be
significantly improved over earlier operations at the site. These
innovations make this operation one of the most efficient of its kind in
the world.




The innovations employed by TEl are specifically described below, and most
cf the innovations and experience at TEl could be applied to advantage at
similar operations elsewherc. '

3. One particularly noteworthy aspect of the TEIl operation is the elegant
simplicity of most of the innovations and the operation. There are no
unnecessary frills or mechanical complexities that cannct be readily
optimised or easily maintained on site. Wherever possible low maintenance
i tems have been selected.

4, The TE| operation at Tombstone, Arizona is a medium scale operation at
2,000 short tons per day. The corpany is operated in a practical fashion
with a2 management structure that enables rapid decisiormaking and maximum
flexibility. The operation is however large enough to justify the
necessary facilities and services reguired for a high class operation.
That is, it is large enough to be able to avoid Heath-Robinson or

makeshi ft methods or equipment.

wm

. The heap leaching process as practised at TEl can readily be applied on a
largcer scale, and the operation could easily be expanded if additional ore
reserves were to be proven. The heap leaching process is applicable to
oxidised ores such as those encountered thus far in the surface ores at
TElI. As deeper ores are mined recoveries may be influenced if unoxidised
csulfides are encountered. This applies both to ores recovered from the
surface mining operation as the pit deepens as well as to ores from
reopenec underground workings.

6. Grades of surface ore currently being mined runs 1.5 oz Ag/st and
0.03-0.04 oz Au/st are relatively low. Heap leaching is the only process
that would be applicable for the recovery of values from ores with this
grade.

. Cold and silver recoveries of 60-70% of the silver and 85% of the gold
values are considered good for this type of ore and process.

~I

8. After agalomerated ore has been leached at TEIl, it is lifted from the pad
and placed on the -tailings heap where it is subjected to a second leaching
process. This makes it possible to 'have a second bite at the cherry.' On
the tailings heap there will be a different solution channel pattern which
will rake some of the ore that was not wetted on the primary heaps acces-
sible to leaching.

9. Rased on crc grades and recoveries and current metal prices of $7.25/o0z
fer silver and $325/0z for gold, the recoverable values are $7.31/st for
silver and $8.29 - 11.55/st for gold and $15.60-$18.86/st ore total.
Although generallv recognized as a silver district the gold:silver ratio
of heap leachable ores at TEl has been steadily increasing and the point
has now been reached where gold has become the primary product.

10. TEl uses a trenching techrique to sanple ore which is then mined in
benches. Ore from each bench is crushed and agglomerated for heap leaching
on the primary pad.
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TOMBSTONE EXFLORATION, INC.

UFTATE
SUMMARY OF OPERATIONS REFORT
AS OF FERRUARY 3, 1983

Froduction results indicate that January, 1983 was o vrecord month
for TEIy, with 36,000 ounces of silver and 725 ounces of gold
being  produced.  Sales of January’s production exceeded three
gquarters of o million dollars.

The updnate of Qctabers 1982 projected that production froam June
19782 to  mid January 1983 would yield 210,000 ounces of dore’.
This figure was actually reached January 22, 1983,

A Fifth plant hos been addedy, and a sixth is currently being
installed. TEYL dis now using o recirculating system Ffor  the
solution onto the pads, which has' proved effective in
economically  increasing percentadge recovery of silver and  gold
values in the ore. Work is beind done to develop o heat exchanyge
system to pre-heat the solution ¢oing to the pelletizer. TEI
believes that this will -increase the efficiency of the
pelletizer,
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TOMESTONE EXFLORATIOM, INC.
UFDATE S
SUMMARY 0OF OFERATIONS REFORT
A5 OF OCTORER 20, 1982

On June 1y 1982, TEI predicted that the remaining material to the
number  one mining level would take & months Lo miney and would
vield 110,000 oz. of dore’«¥ To datey TEI has recovered over
128,000 oz of dore’ from this materialy, and has 41% of it left to
mine ., ‘

Assuming similar recoveries and rate of productiony  the material
projected to yield 110,000 oz: of dore’ in & monthz, will
actunlly not be exhausted for over 7 1/2 months {(from June 1) and
will vield over 210,000 oz. of dore’.

¥XSee Summary OFf Qperations Reporty page S



TOMBETONE EXFLORATION, INC.
UFTIATE ¢
SUMMARY OF OFERATIONS REFORT
AS OF SEFTEMBER 27, 1982

Open_FPit_Mining_Qperatior

Froduction 1981 (12 Months) 1982 (8 Months Jan-Sept?
Total ore moved 282,587 tons 4ER 244 Lons

Tortal midgrude mowved 173,:204 tons 302,885 tons

Toatal waste moved 5929269 tons Je133,312 tons

Total rock moved 1,048,758 tons 1:894,441 tons

Total gold produced 24185 o= 3p279 o=

Total silver produced 119,004 o= 179,855 o=

The percentage recoveries of d9o0ld and silver from the ore have
remained stabley and production has more than doubled. TET has
now mined in places 150 feet below the surface of the pit. It hos
expanded the pit to the south and the northwest to the Florn
Morrison where some ore was removed which showed dgood volues.

Sc
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The screen from TEI‘s exdisting wash plant will be used ns o dry
SCTeen . It was desidgned and manufactured for this specific use.
TET will run the screen two shifts per dayy seven dovys per week,
alt o capacity of 280 tons per houry for a total of 23,000 tons

per week. The material will be mode up of midgrade ore mined in
the open pity and material  From the Composite Heap. The

Composite Heap consists of matevrial thalt was mined and leached by
"1 Minerals", the previous lessees of the THC properlties.
Records and information from "71 Minerals" manadgement ot the time
this materianl was plaoced indicates hish precious metal values and
low recovery of these values.

Testing has  indicoted thalt screening the middgrade ore and  the
materianl from the Composite Meap will reduce by &0% the volume to
he processed in the later milling stagesy, wilth the remaining 40%
of  the original material carryving metal values 80X higher than
the oridginal  screen feed. The screen is placed next to  the
Composite Heap Lo Keep the costs of moving the moterionl Lo a
minimumy and feeds directly onto the pelletizer. The midgrade ore
has to be moved from the pit as part of the mining operationy so
there will be no extra cost Lo move it Lo the screen area.




ST o lowe T runnans  and  modntenanoe
ornd will veguire less personnel than Lhe orusher.

(R

TET i
U TR 1
i om

Poounces of silver per Lony  and reducing dadily  piroduchion
Che  orusher From 22500 tons Lo 1,000 tons per  dayve This
Wi ll lower costs by

1 Reducin: Tlve L mined din the pilty  which accounts

For 407 of TET s total operaoting cost

2 Reducing coslty Labore mainbtenance, Ffuele et
Hishey grade ore allows o greater peircentase recovery of sold and
ailvers and  reducing  bonnage will enable TEI Lo hove  =srealter
lectivity Ffrom the pil.

cwo changing dte ore oobedgory From L ounce of silver per Lon
|~
.1
i

o
wr ¥

Wash Flant

TET  ds. currvently in the market for used equipment specifically
manufactured as o wash plant (scorubbery washing soeesn. and sand
aerend) s wWwhich should bhe able o process 200 tons per hour. The
ploant thot was in wse hod been adoapted to thoalt purpose, and  TET
Will now  ouse At o os oo dry  soreen (mee  obovel. TET h
accumulated dn eMecess of 800,000 tons of crashed moterial  From
its post produactiony and tests show that O.1 ounces of silver and
0002 ounces of Kold per Lon of this materiol can be yecovered by
o wash plante This represents 20,000 ounces of silver and 1,600
ounces of =sold. The wash plant will also crealte o conshbruction
nggredgate Lo be sold as rood chips.
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COMRINED FRIVATE PLACEMENT OFFERING
IN REHALF OF

T EETT CNE ERF ORI Ch i . LM .

TOMEBEZTOME LIMITED F&aRTHRERSHIF
IAHIEER ChisiE

SKYLINE DRIVE
TOMBSTONE, ARIZONA 85638
(602) 457-2231
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6000000 divided into &0 UNITS of $100,000 each.

Eoch UMIT consists ofd
H#70,000  din principal awount of convertible debentures
aof TOMBSTONE EXFLORATION, INC.

HLE:000  din principal amount of the equity interest in
TOMESTONE LIMITED PARTNERSHIF NUMBER ONE.
BLELO000  din principal amount of convertible promi

notes of TOMESTONE LIMITED FARTNERSHIF NUME

GOPY

(S

The securities offered hereunder for the benefit of
Tombstone Explorotions Ince and Tombstone Limited
Mfartnership  Nuamber One are nobt redgistered under  Lhe
Securities Act of 1933 As fmended:. They are offered
puraunnt Lo guemption  from  the requirements o f
redistration under Section 5 of gsaid Act as granted by
Fule 5046 of Redulation I under said act and hy Section
A L2y of  said  Act. all  of the instont offered
securitios, as well as all securities into which any of
the instant primary offered securities may bhe converted
as oo mabter of right by bthe purchosers hereunder, arey
and shall bee restricted securities. By purchaosing any
of the instant securities the purchaser ie representing
thot soid purchaser understandes thalt said purchoser iz
purchasing  only  for  dnvestment and nob with o wview
towards  resale ov disbtribution. The purchaser olso
understands  and  agrees thobt oll securities purchosod
hereunder  will beoar appropriaote ledends Lo the effect
that they are restricted, and such  stotus will bhe
reflected  on the redistry books of the issuers. MNone
of  the dinstant securities con bhe transferved unless
cgither their offer and sale are covered and permitted
by an effective redisteobion stotement Filed pursaoant
Lo the reoguirements of Section ¥ of the Securities Aot
af 1933y Az Amendedy  or thedir offer and sole are
proxemdcbobed under  an avadiloble  esdemption  From the
reglstration requirements of  Section & of the
Socurities Act of L1933, As fmended.

Eoch  purchoser hereunder specificallsy ~ospresents that
he {she or it) is an accredited investor within the
meaning of thot term as it dis defined by Section 2 (L35
of the Securities Act of 1933%3:  As dmendedy and by Ruale
501 under Redgulotion I of said Act,



The instant securities can be offered only in  those
dJurisdictions where it is ledgal to do soy and no offers
Lo purchose fyom other Jurisdictions v Ll e
entertained.

The securities offered herein 0T e not hedns
underuritten. There is ne formal plan of distreibutions
and  bence,  there is no sindgle underwriting spread or
aoles  commisslon. The offering prices have been setl
arbitrarily by the issuers, The officers, emnploveos,
arnd  consultants  of  the issuers will do  the octual
aoffering and selling hereunder. For Further discussion
of commissions, please refer Lo Section IIL, hevrein.

The issuers hereunder arel

TOMBETONE EXPLORATION, IMC. and
TOMESTONE LIMITED PARTNERSHIP NUMBER ONE
Roth have as an address?

Skvline lrive

Tombstone, Avizona 854638

(AR AG7--2231

.

Naote of commencement of offeringd February 1 1987




realionce  of the instant fssuers, and expressly Lo induce thoem

INVESTOR _QUALIFICATION SHEET

B il R B T oone cive veve sait o200

The undersidgned »resents Lhe following information for

accept the undersidned’s offer to purchase?

L

#
2o

=
[N )

d’i

d

{check where applicable)

Investor is o fFfinancial dinstitution.

Investor dis o private business development compaony o
defined in Section 202 (o) (22 of the Investment Advisers
vt of 1940,

Investor d¢ an ordanizaobion described in  Section 501
(edd3) of the Internal Revenue Codey and has tobtol ossets
of more bthan $%,000,000.

Investor ds  purchosing at least 2 Units hereundery and
said purchase does not exceed 204 of purchaser’s net worth
Cincluding that of spouse). (BEalance sheelt submission may
e regudred:)

Investor and  spouse have o combined net worth of over
F1Le000,000. (Balance sheet submission may bhe required.)

Tnvestor 4 o natural  pevson who haod  an dndividoaol
income  in o excess  of $200,000 in each of  the two most
recent  vears  and  who reasonably expects an dncome in
eguceas  of 200,000 in the vear of  purchase hereunder.
(Frofit ond loss stotement sobmission may be reguired,)

Investor 45 an entity all of whose equity ocuners  are
nceredited investors.

the

ot
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WHAT

There is  being offered hereiny Lo a select 9roun of
offereesy the aoppartunity Lo porticipote in the
finoncing of  Lthe expansion  of  presently eristing
production, dmprovement of recovery levels of precious
metals, exploration Fory and development ofy
evtensions  of  both  Known orvebodies and  totally  new
orebodies, and the further development and markKeting of
proprietory  equipment  and technology by Tombstone
Explorations Inee and on affilinted Timited
partnecship. The offering will  tobkal 446,000,000
divided dinto &0 Undits of  $100,000 eoach thot ore
designed tao  offer to the sophisticoted investor
athrachive possibilities for income  From i
aperations and praoprietary  equipment sl e ond
lLicensing, todether wikh  dncome toa sheltoring
IOy vilities.

The details of bthe offering, backdground information on
the issuers, their history, operationse resulbtse and
moanagemnent are selt Fforth in the following secbions,

they  informationy including o Summary OFf  Opervotions
Feport, Rondol Reporty loames & Moore Report, ond Boetler
Report, i avoailable. These reports  conbain more
detoiled technical descriptions of TEIs operobtions.
and  historical  oand dgeclosical information on the TET
properties, Aleso  available are copies of the moster
leose underwhich TEI  operates the properties,  Lhe
sublease between TEL aond the Limited Partnership, and
the operating adgreement between TEL and  the Limited
Fortnership.




o

[ The primoary issuer and
(Jp(*r-x*(wr i d Incey o lelownre
corporation wi th I ensive  minevral holdings in Lthe
Tombastoney ﬁr:&mnu anLnﬁ regions and proprietary Know
o and  technolodgy  in precious  metals milling  and
PECOVETY It also ds  the deneral  partner in Lhe
Limited parvtnership described in Section By bhelow.

B.  Tombstone Limited Fartnership Number One.

This Arizona limited portnership will be the instrumen-—
tolity  through  which certoin specific mineral olodim
HPOUP Sy propertices,  and proprietary  technolosy of
Tombetone Explorationy  Inc. will be Financed, deve-
loped, operated, and obtherwise commercially exploited,
thus ¢Hiving the investors direct participation in
gpecific projects Lo g0 with their participation in the
averall picture represented by  their holdings in
Tombstone Exploration, Inc.

3¢ Relationship _Retween The Ilssuers: The  moanosement

tnnm of the Corporaotion will manage  the  limited
paortnershipy  parsuant bto,  and andery the terms of Lhe
operating  manadement contract bhetween the parties.
Thot monogement teoam, andy thusy the Corporation, will
make all policy and operational doc ions invoelving the
propertiss sublensed by the Corporation to the Limited
partnershipy a8 well as any other propervly acoquired by
the Liwmited partnevship in the future. Under the bLerms
o f the operating management contract beltween  the
parties,  any questions  involving the allocation  of
direct costa, aveyrhead EHPEN SRSy Loses el
Liabilities, or the apportionment of income os belween
Lhe two dissuers shall he decided, where possible, using
the terms and suidelines of said contract, and in those
coses  where the contract does not  provide direction.
by the mapagement of the Corporation in its sole  and
absolute discretion in accordance  with standnyrds
ey Loyed by obthers  in the minernls industry s
ITnitinllyy  the Corpovabion will process the limited
partnership’s  ore. The Corporation will chardge ©Lthe
Limited partnership 10% above the Corporotion’s cost Lo
process  the limited partnership’s ore. Costs will bhe
determined using generally accephtable cost accounting
techniques. After  the first veary the 10%  rote of
cost  surchorge shall be subject Lo annual  adjustment,
with Tombstone Exploration. Ince undertakinsg that said
surcharge rate shall never exceed i The Covporation
shoall mineg  and process  only Auch ora  From Lhe




propertics  of  the limited poarctnevship, and  ob  such
rotesy as the Corporation shall  deem oconomically
vinohle, The Corporation shall be under no oblidaotion Lo
mineg ond/or process any minimum amount of ore  from the
properbties of the limited parvtnerships nor Lo Hive such
RERE any priovity of access Lo the [ s s
focilities of the Corporation.

The Corporation wi Ll aublense  to Lhe Timitaed
partnervshipy upon  the minimum sales of Lthis offering
reguired Lo make it effective having been achieved, the
specified mineral leases  on terms aubastantially
identical  to those on which the Corporation leases aoll
ef dts initiol mineval propertiesy wilth provision for
pro rata reduaction in the limited partnevship’s  share
of  such overall lease payments should produaction ensue
from  cloaims other than those subleased to Lthe limited
partnershin,
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DISTRIBUTION.
The dssuers thus far are not selling  throush  resulor
undevwriting chaonnels. The Lesuers nnd Lheir
moanasenents or their representatives intend Lo
undertake the selling. ALl necessary ledgol Filings
Wikl be modey and no offering of the instant zecurities
can  oor will be made in Jurisdictions where to do o
v L d not  be ledal ly permissible. Independent
consultants will e cmploved to  help in the

bt iony and  they will be compensoted on o
commission hosis. It die contemplated that commissions
will vary with circumstances, but that in no cose will
Lhey edeeed 104, plus reasonable expenses incurred
the prior Knowleddge, and at the directiony of Lthe

.
LHEGLGTE .
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. General. The Units herein  being offeraed R aY)
desidned Lo satisfy several needs of the Corporation
and  of the offerees. Gpecificaollys they are designoed
o raise  capital  for o workindg capitaly eond pment
purchaose, foacilities expansiony exploration, research
and development of equipment ond technigues. and debt
reduction. For the investors, Lthe Units ore desidgned
to  provide high yieldy parvticipation in  the overall
operations of the Corporationy direct participotion in
gpecific operations, the preference accorded creditors,
the capitol  gains  possibilities inherent in  soquity
participation in precious metals exploration ol
mining, and  tax advantages,  such oas dnvestment  bows
credity depletion allowance, depreciation allowance.
intangible expenseos, and start up  lossesy acoruing
From direct participation in particular operabions.

To provide such o packagey, the Corporation divided its
of fering  into two portions, each offering o different
Kind of security paockage with its different atbtributes.
The first portion is offered hy the Corpovations  and
the second portion is offered by o specially  ocreobed
lLimited partnership.

While none of the existing securities holders of  the
Corporation e offering any  of  their haldinsgs
hereunder, the success of  the offering, oand  the
consequent  likely use of some of the proceeds of  the
offering  for  the retivement of existing deblts of  the
Corporationy will serve Lo relieve some of Lthe exislting
aecurities  holders of the Corporation of VT LS
substantial exposures in connection with soid corporobe
debts.

While the instont securities are freely tronsferable in
the ledol sense, Lheilr btransferobility is  restrichted
under  the Securities fAct of  1933:  As fAmendedy and
varions  securities lows and redulations of such  shtobte
andZor foreidsn Jurisdicltions as may be applicahle. In
addition, any  btransfer other than throwsh the lows of
descenty o bona fide 49iFt to o redistered charitable
organizations or  puarsuant Lo an order of o courlt of
competent  Jurisdiction, is subJect to the risht on Lhe
part  of  the dssuer Lo wmeelt any bona fide offer Lo
purchose, which ridght of first refusal shall extend for
a period of ten dove following receipt of notice by Lhe
issuers Ffrom bthe holder of the security of intention Lo
sell and the terms of the proposed sale.
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. The Corporate Portion OQf The OfFfering. Each of the
A0 Units will dnclude one  $70,000 principal  amount
debenture  (For o toltal of $4,200,000) maturing  ten
vears from its individual dote of idissue,. The debenhures
will not be collable by the Covporaotion. There will bhe
no o sinking  fund and there will be no amortizabtion of
the debentures. The debentures will carry  intoerest
coupons of 104 for their first debenture VET (o
dehenture veoar bheing the twelve month period commencins
on  the dote of issued), and increasing one percentadge
point annually for five vears thereafter, remaining ol
1%%  until the tenth and final vear of the life of the
debentures.  Accrued intevest will be poaid annually ot
the end of the veoar, The debentures will he senior Lo
nll  fature debts dincurred to any parltly  esxcept  broade
creditorsy  financial dinstitutions, arms length sellers
of property volued ot Ffalr morKel volue, employess for
wngese  consuwltants For 5 and governmental bodies.
The debentures will be convertible into common stock of
Tombastone Explorationy Ince at varying conversion vrobes
during  the first five debenture yvears of their lifey
with the conversion vate for the First debenture vear
Bedng 85817  of principal amount of debenture for each
share  of  common shtock of  the Corporation. Foartdial
conversions  in $10,000 increments of principal  amount
of dehentures will be permitlted, with paytiol
seoential prercisen of  Lhe conversion privile
permitted: Ho  dinterest will be due for the debeoenture
vears in which conversion is elected (on the debentures
converbed) . The conversion rates for the next four
debenture vears will bhe $6.590, 48y  $%,  and 10,
respectively. ALl conversion  ridghts will  bhe  Ffullwy
protected oadgainst dilution resulting from any incre 2
in  the number of common shares oulstanding  {exclusive
of shores ilssued adgainst conversion of the debentures)
bevond  J,000,000 shares.  UWhere conversion results in
partianl sharesy the Covporation will dissue scrip which
may  be  combined for  shares or  redeemed  for AT
Becouse the Corporation hos not vel had o nelt eornings
veary there 1 no nelt earnings coverase yvabio to  the
Fimed charges of Lhese debentures.

Ce  The Limited Fort

The deneral partner

hip Portion Of The Offering:

Tombstone Explorvationy Ince

The dgeneral poartnery a8 dts contribution to the eguity
caorital  of the limited portnership. hogs sublensed Lo
the Llimited portnervship. on  favorable termase, the
following  eleven patented mining claimse for o 273
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eauilty  dinterest in the  Limited partnershipi  Sidneys
South  Extension of  the Grand Centrols Moon lidght
Moumkeds. Grand  Centraly  Florva Morrisony  Contention,
Lost Chonce 12, Dosss and those portions of Sulphuret
and West Side as are defined in Exhibit 4. These olalms
cover  most of the present open pit operation.

In arder for the limited partnersy  as o groupe Lo
acaquire o tobtol of o one thivd equity interest in  the
Limited partnershipy the limited partners will have Lo
purchase o total of &0 Unitse thereby making o combined
contribution  to Lthe equity of the limited poartnervship
of $900,000, divided into &0 interests of $15.000 soch.
flso, the limited partners would be reqguired to lend to
the  Limited partnerehipy,  on o pari passue bosis o with
their contyibutions  to  the equity of  the Limitaed
portnership, o tobal of  4200,000 divided into AO
Toans  of $15,000 eachy for o grand  tobal  investment
feaquity  and loan) in the limited partnershipy by the
Limited partners, aof 51,800,000, The  Limited
partnevshipr  agreement  provides thote @F  the  Limited
portners  conbribute, oz equity capitol, less than
00,000, the equity interest of the limited poritners
in the Timited partnership shall e reduced
proportionately  to the relationship which said  lower
eaquity contribution bears Lo $900,.000. In no case will
the  Limited portnership become operative wunless Lhe
Limited partners contreibuate at least $753,000  (ond
thus, also  lend to the limited partnership ol leoast
75,0000,

The limited portners’ loans of $900,000 to the limited
partnervehip  will boe  din the form of  Lten  yeor non-
collohle promissory nobtes, wmabturing ten  veoars  From
their dndividual  dates of issue. There will be no
sinking  fund  and no amortization of  the noles. Mo
interest will acorue or be due on bthe notes doring or
for the first two note vears. Accrued interest will be
paid annually at the end of the veoary commencindg in Lhe
thivd note yvear (o neote vear being the twelwve month
period  commencing  on bthe dobte of dissue) ol o robte  of
1O%, and at o rate of L1% in the Ffourth note veoar, L2327
in the £ifth note veoary 137 in the sixth note veore 15X
in the seventh note yeoar and all subsequent nobe vears
Loy moturity.

The notes will be convertible into gold and/or  silver
hulliony, subject to availability (availabilily as o
concept defined as having been produced by the limited
partnership from its properties), ol varving conversion



rotes during the second throudgh sixth {(only) note veors
of their life, with the conversion rate Ffor Lhe saecond
note  vear beindg $12.9%0 of principol oamount of note For
each  troy ounce of silver (999 fine) and  $HE0  of
principal  amount  of note Ffor each Ltroy ocunce of «Eold
{9090 Fine).  The silver price conversion rates  {or
note vears  bthree throudgh six will be $13.50, #1540,
17y and 12,50, respechtively. The +¢old price
conversion rates for note vears three throush six will
be 34650, 4800y 41,000 and 41,250, respectively. Parbtiol
conversions in increments of $5,000 of principal amount
of notes will be permittedy with partiaol sequential
exercise of  the conversion priviledge permithed. Mo
interest will be due for the note vears  dn which
conversion is  elected (on the notes converted). HNo
conversion will be permitted ofter the sixth note veor.
The Corvporvation undertakes to lend to  the Limited
partnership  at  an interest rote of prime plus 2% any
money necessary bo fund any workKing caopital  shortfalls
of  the limited partnership arising from conversions
into hullion. Any such loans shall be repayable Lo the
Covporation by the Limited paortnership as o mabter  of
Firet priority after making preuadent provision for  the
worlking  capital needs of  the limited pavtnervship.
Eullion produced on the pacrbnership’s properties Lhat
i needed for  conversion will not be sold on world
moarkets. In order to allow the lLimited partnership to
make  rational decisions  redgarding ophimization of
production levels  (including  the mix of the two
precious metals  in the end product of  the recovery
operation), capital expenditures, operabing costs,
financing sources  and  costse and g perhaps  most
impovtanty bullion soles progreams, b will be necessary
for ench note yvear’s conversion vight to be exercised
(in  whole or in part)y with selection of principnl
amount  of  note and the gquantity of each of  the two
precious metals selectedy only during the first bthirby
(Z0) dayvs  of each of the five net . vears of the life
of  the conversion priviledge, Because  the  Limited
partnership has  only  Jjust been formede it hos  no
operating historyy, and hence, it haos no net earninsgs
coverade rotio to the fixed chordges of these promissoary
notes,

Delivery of the bullion into which note principal  hog
heen converted will take ploacee in accordoance with the
converting note holders’ delivery instructions. during
the last thirty (30) davs of the note vyear in  which
the applicable conversion vidght is exercised.
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The hullion will be in boar formy  the silver (299 pure,
the dold 92995 pure. TEY  hos  existing refining
contracts  with Endgleharvd oand Mondy & Hormons, and  ds
currently nedotiabting with Johnson & Matthev.

In the event thalt the limited partnership shall receive
o bona Fide offer Ffrom an arms lendth third poarty  fFor
all  or  substantially all of its leasehold and  other
interestsy  such offer will he pult to o vote of  the
holders of  the equity interests in  the limited
portnershipy,  and  uapon approval of such offer by bolth
the Hencerol pavbner and o mojority  of  the limited
partnership  equity dinterests, such offer shoall be
deemed accepted hy the limited partnership.

I, Further_ Option_Ridghls ALl dnves-
Loy

in the instant offer i1l alse receive pevsonal
non-transferabhle (ecept ARY TEOEon of deanth
incapacity, or order of o court of competaent
Jurisdiction) aption ridghte to participate in the next
Four  offerings of securities, either public offerings
or private  placements., Lo the  extent  thot the
Corporation shall  deem  such number  of offerings
necessary or advisable,  and regardless of whether the
Corporation proper, the present limited porbnervship, or
&0 E other ledgal oentity then controlled by the
Corporation «hall be the issuer. Foach  parvbicipotins
investor in the instont offering sholl have the right
Lo subscribe Lo one  or more of  any  such  future
gf ferindgs in the same percentodge thalbt his (her or  dls)
investment participation din the instant of Fering
represents of the total of said instant offering. The
subscription option right also shall entitle the
investors  in this offering to subscribe to  the first
future  offeringy  assuming  that there is one o more
future offerinds, ot o discount of 10% from the hase
offering price of such first future offering, For each
succeeding  future offering subject Lo these preferred
subscription option ridhts, the subscription ophtion
eercise price (expressed as o percentade of the hase
offering  price for such offering) to the investors

herveunder  shall  be  reduced by an additional Ty

percentatge points. However, it omast be olearly
understood thoaty while the investor moy elect Lo reduce
his {(her or its) percentode of participotion in  any
such  future offering which is subject to the instant
preferred purchase  price subscription optiony  said
preferved  purchose price subscription option vight  of
any dnvestor  for any such fuobture offering  shall  be
Limited, with respect Lo such investory to the same




percentadge  of  any  such offering that such  investor
subscribed for in the then next dmmediately preceding
of fering,

Ee Minimum Subscription Frotection. ALl monies sub-
ascribed hereunder will be held with o commercial  boank
in Mew York City, with full insurance membership in Lhe
Federal Deposit Insurance Corporationy wunbil sach btime
s ol least 1,000,000 (ten Units) has been subscribed
and deposited, ot which time oll of soid moniess plus
nll further monies dinvested hersunder, zhall be
frecly available to the issuers for their use occovrding
to  the terms  of  the offering. I o minimum of
Ly 000,000 is not subscribed and deposited on or before
Moy Fie 19283 all mondies then already subscribed shall
he offered hack to the investors withoul diminution for
anles commission  or any other purpose, and  without
interest. Howevery  if  such  subscribing  investors
elect, Tthey can  waive such refund  vights  and  the
iesuers may  proceed with the offering aond  apply  all
proceeds thervefrom  as thousgh the minimuam  amount  lood
beren roisod,

Fro  Manadgement Undertalkings. Monagement of the issuers
Wwiill dssue detailed audited financiaol statements to the
investors annually ey with unaundited statements Lo be
Lesued  semd-annually. Management of Lthe Timited
partnership will provide sufficient detail to  po-~mit
the investors and their tax counsel to make appropriate
determinaotions with respect to taox implicotions for the
individunl investors.

In the svent tholt either of the two, or bobh, Lmeuers
shall redister o public offering,  thene in such event,
all  of  the investors hereundery or their oassidsnees.
sholl  be invited to redgister for saole any or all  of
their holdings of the registering issuerds),y ol no cost
to the investors, on the same, ory if different closses
of  securities are involwveds on substantially  simdloar
terms Lo those on which the issuerd(s) shall then boe
offering,




L

3]

BLERK_EALTORE

W

¥

In addition to  the normal  viskKs  dinherent  in ony
investmentsy  the dinstant offering presents risk facltors
that  are  deneral within its industry and  even unigue
within that industry. All showld be corefully
considered before any investment decision iLs mods,

This offering involves mining. HNo assurance can e
given  that any  substantial  tonnage of ore  of  any
particular  grade  or  charochteristic exists  on e
iseners’ propevties, or bLhaty if @t existsy thalt @bt con
be foundy  ov thaty 0 f it can be founde that it con be
mined and milled economically at any given time, in Lhe
Light of  then prevailing morkKet prices for  ¢old  and
silver, or, oeven that o Free moarkKet will continue Lo
exist for either or both metalsy or even thalt the risht
Lo explore fory  and Lo miney  either or bolbth of  soid
metals will continue to exist Free of Ferclaaral
restriction. Likewisey no assurance can be given that
the bdssuers olwavs will hove bthe manageriol expertise
and Iohor available with which to operote successdully.
The  visk of sudden and prolonged price flactuationss
porticulaorly downward ones, must be weidghed corefully.
Many organdzations eiat  in the 1o materiaols
pxbractive Fields with vastly greater experience  oand
“RHOUTCES thoan the ilssuers. They MLy T e
rabrously compeltitive for available professional
akillsy  labor, supplies, equipment, risk capitaol, and
water. Lilkewise, they midght preclude participation by
the Lesuers in  the industrinl silver morket .
Environmental problems roanging from water shortage Lo
effluent disposals Lo worker endandermenty to surface
distrubance, to  deneral subsidance, wmidght serve Lo
impedey malke infinitely morve costlyy or eveny close
completely, all  contemplated operobtions. Ml et e
insurance may not aluways be available. ;

The dssuers may not prove Lo bhe adequately capitalized
for their contemplated operations, Fdeting croditors
may  press bo the extent thalt capitol needed for
SHPOANSLOn,y gxploration, and even continued operation
may not he available. Neither dissuer presently hos any
net eornings coverage of fixed chardges of the
securities offered herein.
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While oll reasonable efforts to sedredgote ore  ho
processed by  the Corpovation according Lo its  orisgir
(limited partnership properties or Corporation
properties) Will bhe takKeny there can bhe Nno assurance
thot this sedredation will be offechtive,

Recause  the Covporotion has  the right  to neeord
priovity acc to its processing facilities to  ore
originating elsowhere bthan the properties subleosed Lo
the limited partnershipy there exists the possibility
that the ore deposits of the limited partnership  will
not bhe suploited ot their optimam rvate., .

The dszsuers are obttempting  to  vadise  $4&000,000¢ o
Fformidable suwwny  thus  Ffor  without any wnderwrilting
assistance, No assurance can be given Lhat any aomount
will he rodiseds or  thabt any amount raised will he
ndequate to permit profitable operations.

Titution constitutes o Fform of risk. The prospechive
investor’s atltention i directed to the Fuller
discussion of dilution in Section VI

Mone of the securities being offered hereunder is being
redistered  with the Securities and Exchandge Commission
undor the Securities Act of 1933 fAs Amended. Nor has
any security of either issuer ever been so  roegistered.
Medther lesuer 4e o reporbting  compony under  bhe
Securities aond Exchandge Act of 1934, As Amended. There
e no  present  public breading market in oany  of  the
gsecuritiecs offered heveing  or in any other closs  of
security of either dissuery and there i no expectation
Lhat any  such  public trading morket ds  LiKely Lo
develop at any time in the future. Thus, any investor
should wview any investment hereunder as long Lterm  and
illigquide

The unselttled litigation could conceivabily resuallt in o
decision,; however remote such o possibility is wicwsd
hy ledal counsels thot could cost the Corporation loarse
sums  of money and/ory carve out of dts present holdings
i significant  dnterest (possibly in the form of
undivided fraction interest) for the Corpovation’s
Litisation adversaries,




In wview of Lthe foredgoing, the problems thalt wmust  be
overcome Lo achieve meaningful success must bhe  wviewed
0g wibe L onhinl s I oshort,  the proper coution is that
na  party  should invest more than he (she or Qb)Y  ©an
afford Lo have in o sterile investment for o prolonged
peviod of bime, Oy indeedy, con afford Lo lose
nhaolutely .

fin element of risk  stewms From  the fact  thot the
holdings  of  the limited partnership can bhe sold  over
the contrary vobe and aobjection of a minority of  +the
investors, possibly ot prices Judded inadeqguote by any
ohjecting  investor. Such saley  4f made in the first
iy vears following subscription by the investors, oand
if it dnvolved the bulk of the limited poarbtnership’s
production, would likely eliminate the investors’ risht
to convert promissory notes into bullion.




Ve DILUTION.

The complexity of this financing makes the usual type

of  dilution analysis  somewhal dinappropriote. This
dilution commentary should be read and studied

carefullyy and discussed fully with financial and lesal
ndvisors.

Firsty that portion of the dinvestor’s dinvestment
hereunder which does to Tombstone Explorationy Ince
will be discussed. The entire $70,000 portion of each
Unit offered hereunder which is earmarked for  the

Corporation will purchase a debenture. Inasmuch as o
debenture is o debt dnstrument without dimmediote

direct equity participoation in the issuing Corporation,
the question of immediate dilution of the investor’s
investment dis mootd the founders purchased some of
their stock in the Corporation outrighty directly for
cash§ they acquired some of their stock in the
Corporation in partial consideration of makKing loans Lo
the Corporationy dguaranteeindg loans made by  third
parties to the Corporationy serving as a conduit for

loans by third parties for +the benefit of the
Covporationy and Tor commuting accrued salariess the
instant investors are payving  cash for chebt

securities. The investors’ debentures are freely and
directly convertible into shares of common stock of the
Corporationy the same Kind of equity securities held by
the founders. A& number of variables are encountered
when trying Lo establish some Kind of measurement of
dilution. ilution will wvary with the c¢ash wvalue
assigned (Ffor analysis purposes only) to the non-direct
cash portion of the consideration given by the founders

for shares. It will also vary with the time when
particular amounts of debentures hereunder 0nre

converted. Two possible parameters of result will be
set. In both casesy, the founders’ shares acquired on
other than a direct cash for shares purchose basis will
hbe wvalued at the same value accorded them by Lthe
Corporation at the time of issuance. Thusy the only
analytical variable will be the conversion rate.

In  case number 1, it is postulated that all of the
debentures are sold and immediately {(during the first,
and most favorable to the investory of their available
annual conversion peviods) converted into common shares
of the Corporatione That means that each of the inves-
tors  herein will haove paid $70,000 (of their $100,:000
Unit dnvestment) cash for each dehenture. Siwly
debentures will have been soldy for a total cost to the
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investors  of $4,200.000, Upon conversion Lo common
stock, the converting investors will own 722,01% shores
or 173 of the common stoclk in the Corporationy  abt an
overasge  cost to sold investors of $5.817  per  shoare.
The founding  group, on  the other hand, will  own
1444, 030 shares, or 2% of the common stoclk in the
Corporation. OFf this total, they will hove purchased
21,900 shares oubtright for o tobal direct cosh invest-
ment  of  HF1F0.0M o oan averadge cost of  $H.934 0 poer
shared they will have received 931,084 shares
partinl consideration  for  their having themselves
horrowed $3,.824:220 and loaned said suam, in turny Lo
the Corvporation  on the same terms as Lhose on which
they  had borrowed the fundsy  remaining personally ot
risk  for  repaoyment to the lenderst they will hawve
received 225,813 shaores for having advanced, on behalf
af the Corporationy to the lenders on soid loans,  the
interest accrued thereon but not poid by the Corporo-
Lion  din the total amount of $902,048¢ they will haove
received 215,562 shares Tor having  guaranteesd looans
with o total principal amount of $842,2%03 they will
have  received 90,000 shares in sobisfaoction of  oloadims
for acocraed solory {(withoul interest) owed by the Copr-
poaration. S long as it ds dmpossible to forecost the
eventunl tobtal coash exposure of the founding Srour on
the foredgoing  ditems, it dis difficult, if not
impossibley  to present o meaninsful diluation equation.
However, i all of the actual cosh paid dirvectly  fFor
sharesy  and the values nssidned by the Corporation  on
its  hooks for those shares issued to the founders  for
obther Lthan ouwtridht dirvect cosh considerabtion are added
todethery  the founders will hold 1e4244,030 shore S v Y
a total  book considevation (par value and  odditional
paid din capital) of $131,422.13, or an  averase hoolk
volue  of #0091 poer  share. (n thaty oadmitbtedly,
arbitrary ond  deliberately distorted byeved g the
converting investors would suffer o book dilution of
&G, 65% in  the poaid in book value of  the debenture
portion of their investwent that they convert bta common
stocl . Howevery din  order Lo present o morve boaloanced
pronomic anolysisy the index of moximum potential Lotal
eguposure  of the dnvestors on the one hand and  the
Ffounders  on the obther hond must be considered. The
mastimuaw potential tobtal exposuare of the investors  ds
identical  to their cash investment in the debhontures,
Loegey  E4,200,000, Howewver, the  maximan  wotential
exposure of the founders e vastly greater than  thedir
oridginal  ouwtright  direct cash  dinvestment  in common
stoack. To thalt boasic sum must be added the $X.824,220
of  loons bthaolt the founders wvere able Lo malke availabhie
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Lo the Corvporation by sevving as fiscal conduadits. flao
to he odded is the cash sum of  $202,048, representing
interest on o such loans that wos actually advanced Lo
the lenders din bhehald of  the Corporation by Lhe
Founderrs . flso Lo be added are the loon duarontoes
totalling  $8462,250. Finally to he added iz the bhoolt
vinlue  oassidned by the Corporation to the shares issued
in commutation of acorued salavies (bhis lost ditem iz o
cosh  expeosure  dtem becowse it must  he  recorded o
income by the recipients) in  the bLobal  amount  of
H200 000, Hencey the founding droup s index of moximum
potential  tobtal edposure s $5:,918,918. Wainsg  this
techniquey  the current new investors would have o
dilution factor on  index of exposure rizk of only
19w 3% s Mor would any coash cost dilution analvsis  in
any way btake into account the then present value of one
third  of the Corparotion’s assets, which ossels werey
in effect, ovriginally acauwired by the foundinsg  Sroups
HivEn greater value throush further developmente ard
then  shared with the investors in exchange {for  their
investment .

In cose nmamber 2y adgaingy all of the debentures aroe
sold. But in this cases they are converted durving the
Insty  and  least fovorable to the investory of  their
available  annuwal conversion periods. Thot means that
each of Lthe investors herein will have paild $70,000 (af
their  $100,000 Unit dinvestwent) cash for each deben-
ture. Sixty debentures will hove been sold for o tobal
cost  to the investore of 44,200,000, Upon conversion
Lo common  stoclk, the converting investors will  owun
420,000 shares, or 22.93% of the common stock in the
Corporationy ot  an averadge cost to soid investors of
410,00 per share. The founding group,  on the other
hand,y would still own 1,444,030 sharves or 77:47% of the
common stock.  These shares would hoave been acqguired in
The soame moanner ond ot bthe same cost as in cose  number
Te Mgaing din this cosey on the admittedly arbitrary and
deliberately distorted basis of wsing only  oubridght
purchases  of  common  stock  divectly for  coshy  Lhe
converting  investors would suffer o dilution of 7T&74%
in  the wvolue of the debenture portion of Lheir
investment  (that they convert to common  stoclk). Here
agoing as in bthe analysis of cose number Ly in order Lo
present o more balanced economic analveis. Lhe index of
moctimuam potential  total exposure of the investors  on
Lhe one hand and the founders on the obther hond must be
considered. The maximum  potential  total exposure of
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the two groups do unchanged from cose nuamber L8 only
Lhe number of common shares of the currvent new investor
groupr chansges, Fredictobly, the current new investors
would  haove o higher dilution factor on  indox  of
pxposure risk, wvis., 45.72%.

It shouwld be noted thot vhen the Figures Ffor oll of
1282 become availabloy  the Booard of Divectors of  Lthe
Corporation probably will issue additional  shares to
Mr. Sehlossy, ot the rate of one shave for each %4 of
new  foans  during bthe  yvear which were made to the
Corporation viao Mr. Schloss din his role oz conduit for
sodd  loansg. T e anticipated thalt said shares  will
not oxeeed 150,000 in number.

Mext to be discussed is thot portion of the investor’s
investment hoerveunder which does Lo Tombstone Limited
Fortnership Mamber One.

{F  the $30,000 portion of ecach Unit offered hereunder
for the Limited Parvbtnevship, $135,000 is Ffor o loan Lo
the Limited Partnership and will he evidenced by
promissory notes of the Limited Fartnership. Inasmuch
a0 promissory note  ds oa  debt  dinstrument  without
immedinote direct equity porticipation in the ; AR IR
Limited Fartnership, the guestion of dilution of  this
portion of  the investor’s dinvestment dis  mooti Lthe
Ffounders paid For stock in Tombstone Explovationy Inged
they did not  thereby acquire individuaally oriced
intereets  in the dinstant mining propertiesd rothery
they acquired shares in the Corporabtion. which, in
turney  ocoguired an Ounpriced) dinterest in all  of  the
Corporation’s  mining propertiesi the Corporation then
aubleased Lo the Limited Partnervship its interests  in
certain  specific mining propevties in exchange for
twey thirvds (273 equity dinterest in  the Limited
Fartnership and the assumption by the Limited
Fartnevrship of certain oblidgotionsd it die impossible to
geparately price out bthe cost to the Corpovabion of the
intervests in the mining properties so subleased Lo the
Limited Foartnershipd  the instont investors are poyving
caosh  for promissory notes of the Limited Fartnership.
which promissory notes are not convertible into
resicdunl pounity interest in  either the Limited
Fartnership or the Corporation. However, the notes can
be converted into ¢old andZor silver bullion.  But Lthot
iw o o0 plus Ffactor (in a sensey, o call uapon  ovailable
bullion ot pre-set prices over o2 period of vears)  and
not o dilution foctor, No volue con be placed on such
bhullion conversion privilede.
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T all sixty (40 Units are sold,  the investors  will
N 0 R Ielyd epauity  interest din the Laimited
Fartnershipy which owng the mining interests subleosod
to  the Limited Pavtnevship by  the dgeneral partnee
(Tombstone FExplorvation, Inc.). But these same investors
alse invested in the Corpovation.  Thusy in cose numbeyr
Ly they would own  (ofter conversiond) 173 of the
Corporation, and, indirectly, the same fraction of the
Corporation’s two thirds eaquity interest in the Limited
Faortnership. In such casey the dnvestors would
actunlly  own S5 51% of the entire Limited Partnership:
Even in cose number 2v wheres after conversion, the
investor would oun only 22.53% of the Corporationy the
investors would still actually own almost hoalfy,  wizs.
AR F1Ay of  the equity interest of the entire Limited
Fortnership.
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EOMTRQL .

Thomos Moo Schlossy  the President of the Corporabtion.
owns dndividunlly 74,937 of its issued and outstonding
commorn shoares.  Members of his Ffomily owun an additional
25.02%.
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UITY.

The  results of operations for 1981, together with o
bolonce sheelt as of December 31, 1981y are appended os
Exhibit 1. The results of operations for the First
hoalf of 1982, todgether with a balance sheet oz of June
A0, 1782, are appended as Exhibit 2.

Results Ffor operations to date reflect the depressed
prices for dold and silver Cin whaot maonodgement believes
was oo moLjor cyelical troudgh),  the high costs of pit
development work {(which can now be moterially reduced
by moanagement’s proposed raoising of the cut off  srade
for pit mining), normal learning curve costs attendant
upan  bringing o substantiol mining and complex milling
aoperation dinto production, and the second  hand  ov
modidicd nature of some of the equipment used.

)
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1o Location. ALL of the Corporotion’s present  min-
eval properties are located in Cochise County, Arizonag
oot P00 miles southeast off Tucson.  The propervties
gxtend  approdimately 2 miles in o southerly direction
From  the center of the present doy town of  Tombstones
which  town  coame into sudden existence in 1878 as o
direct result of the discovery of silver alt claims now
leased by TET.

2. Description.

. ledgol. Tombstone Explorotion,  Inco. holds o
valid mining Jlease from Tombstone Development Compoany
covering 87 potented ond 18 unpatented mining  oloadims
totaling almost 2,000 acres. This lease is  renewable
vearly din perpetuity upon pavment of stipulated rents
and/ov royalties,. Mindimum rovalties of 47,5300 ver month
shall  bhe due. Mmoetual vovalties will wary with  tobtal
production  volume  and <grade,  with the rote of  such
royalties  ranging  from o low of 972 of  nelt  smelter
returns on ore with less than an averase of $159 per ton
gross  value  (as defined in the moster lease Lo Lhe
Covporation? Lo o hidgh of 204 on ore values obove $i150
poer hon,

e mape The dnstont olaims  are shown o Lhe
aceeompanying mop (Exhibit 5.

C e Lvee The propevties are all conbisuaous,
thereby tating  euploration, developmenty and
production: Tombhstone Exploration, Ince is currently
mining  on only 4 of ite claims,  but  has  ddentified
further tardgets for develapment and  production. Theay
include opoen pit and underdround operations.

do General deolody and mineralogy. There is no sim-
ple Key to the complex deolody, shructurey and
mineralosy of the Tomhatone minineg district.
However, it would appear thoal two deneralizations can
brer moele s Much of the orey, and particularly the richer
arey thoat has been produced in the camp has come  fyom
foults and  Fissure veins which cult  both  sedimentory
Formotions and dikes. filusoy considerable ore has been
proaduced from  replacement  tvpes  of  deposits The
seneral  host  Fformations  are  sandsbone, aquartzite,
shaley and limestone: The ore mineralizaotion occurs
hoth  os  (denevally, higher <Hrade) veins and g
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(gonerallyy lower gyrode) disseminatad motearinl
(zulphides and oxides). The very rich bonanza ores
that  were mined in the early doavs of  the camp  were
goenerally tellurides.

Ao Operating history.

e prior_te 19200 Mining  operaotions as close as
Uomiles west of the Tombstone district proper commenced
s early as 1857, bult the Tombstone deposits of  gold
and silver with which we are now concerned wers not
discoveraed until 1877, Althoudgh old records werse
aften dnaccurate, and many have been losht, it appears
that  yvearly production {(valued at the Lthen low prices
for ofea ) ol and silver)  peaked ot somebthing T
SN 000, 000 circa 1882, with total production of the tuo
metals to  the end of the 19th century ayound
E40,000,000., Total production of the Tombstone
district from 1879 to 1977 was 129,805 ounces of =Hold
and  AL,891,705%  ounces of silver, which at prices of
F400 and $10 per ounce of gold and silver respectively,
wonld have o total value of over $370,.000,000.

By present  stoandards,  12th century operations were
inefficient and primitive. The comp was o mass  of
Fragmentead cloimes with cluossically indepoendent
pperators pursning their own (often intuitive) theovies
of ore deposition and extraction. Secrecy prevailed to
the point  Lthalt Key bosic geolodic and mineralogical
information wvas neither exchandged nor correlloted. As o
result, the same producing horizons and vein struchures
often LR TG given different names KB adjoining
operators. Further, many mistakes were made in
identification of horvizons, rocks, aond minerals, Fower
sources and equipment were reflective of the oage  and
the remoteness of the redian. Feconomies of sooale were
ot achievable under the conditions of fragmented
ounership,

Inm  the 18807« and 189075y os the shaft mining opera-
tionsg followed the rich vein structures below the water
table line, doeuwatering bocome an increasingly unecono-
mic proposition  in the face of lower silver prices.

be L1900 Lo 1979 lepressed metal  prices and
grealtly  dncreased labor and mining  costs effectively
prociuded  the opportunity of economic mining of silver
and gold during most of this century.

3



Ce since 1927%9. In Februoary, L2779, Tombstore
Explorationy Ince acquired the mineral leases to  dite
proesent  properbies.  Detoiled sompling  ond  wmappingg,
together with explorationyg  hove heen accomplished  on
the Contention and Grand Centyal mine sitesy which hos
resulted in substontiaol production abt Lhe open pit mine
an  these propevbies. ALl ore is first subjected to
crushing  and  pelletizing, an dnnovative  pre-leach
Lreatment that  the Corporvation  has  found Lo he
effectives or sreened and pelletizedy o
conventionally heap leached. Froprietary equipment
ard Know-how  redgarding mebtallargical  and millineg
technigques have been developed. Operotions hove reochoed
subetantiaol dimensions,  with approdimately 8,500  Lonsg
of  vock  beindg moved per operating day. Since 197%,
Tombastone Exploration, Inc. has comnitited in excess of
FBRLOO0000 Lo its progreoam. From Jonuary 1y 1981 to
Sepltombey 1y 1982y combined Hold and silver hallion
anles exceodod $5,000,000.

by

Ve Boserves_estbimal
e by Tombstone )

1) CDMLU‘IlU H“”L (Lu«ltl g Moanagemaent
eetimates o combined total nppruuchtn one million tons
af  pyreviously milled ov leached orve from  old  wininsg
operations.  These mill tailings have been moved Lo one
central  location next to TEI’s  present  orusher. i
previous  lessee  of the property leached this ore  on
twenty-five Foolt Llifts. TET believes it should have
heen leached on six to eidht  foot lifts to ovoid
chonnelling and other recovery problems. frie oo oresult,
their recoveries were low and  the moterial  sbill
contoing significont precious mebtal values,

(2)  Contention-Grand Central mine site. At
the Contention-Grand Central mine site T hos  mined
2eyR4E, 000 tons of material. OF thisy F40,000 tons wns
claossified by the Corporation as "primary ore” 145 62
relaotively hidgh dedree of precious  metal content
Juastified crerushing and pelletizing, ond 474,000 tonsg of
"midograde”  ore which ds treated by conventional heap
Leachinsg recovery  cbechniogue. In additiony the
Corporation has removed 1,726,000 tonsg of waste, These
Lonnages  hove  been  clossified according to  todoy’s
curvent depressed bhullion prices. fis prices Lncre
it is to be anticipated thaot sidnificant percentases of
are will move up from the "mid-dgrade" classification to
"pyimary orve" classificotiony which will allow TET Lo
uwaee its mulbti-faceted recovery technigue. This bhecones
cidnificant when it is realized thalt the processing
arplicd bto "midedgrade” ove recovers only approsximotely
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172 of the bullion contenty wherens the "primary  ore
TECOVETY technigue results in TEeCoveries o
approximately 74 of the silver content and even higher
proportions of the €old content. TETy dn mining over
2,240,000 tons of rock, hos effectively ftaken fLhe
ultimoate in bullk somples. Out of the almoslt three
million tons of rock mined or moved, the Corporation
has  recovered over 320,000 troy ounces of dore’
(oamelted material © containing  above 90X Pecdouns
metoals)y,  of which the ¢gold and silver content awverosed
LoW24 and 22% respectively. While the 320,000 ounces

e

of dore’ production is statistically sidnificant. ol !

must he noted thot neither the "mid-grade” ore nor  the
40000 tons  of tailings from "primary orve" have vel
heen Finally processed. From the WU.8, Bureauw of Mine’
Filesy, TETL has determined post produaction ot the
Contention mine.y and postulated distribution of
production ot  different levels of the Marne. 5%
CoOmpoyring TEY s praduction with the PN ous
production, o  ratio  thoat  sudgdests available wetol
volues has been constructed. This ratio is anticipated
Lo remain Foirly constont ot lower lovels.

)

e by Uoames & Moore. This noted fierm of consalt-
ing  mining and dgeological engineers (headaguartered ot
16246 Cole Bledoy Goldeny Colorado 80401) spent several
professional man  days  sampling  and  examining the
propevrticsey  and studying operations and old production
records  and  reports of the Gerard Undevground  Mine,
which is contiguous to the open pit operation: Tl
naasaved 97 samploes. OFf thesoy 29 assaved abt least 0
ounces  of  silver or bthe equivalent of 4old value oand
silver combined per tony using o ratio between =old
price and silver price of 33,311,

Their conclusion was  that  "oanalveis  of  assoay and
literature dotay coupled with the physical examinabtiony
indicotes that the property hoas the potential Yo become

o producing mine."

O DNevelopment _work. In addition to several old
production shafts of varyving depths, some of which are
in  good  vepairs  and o much  undergrvound Lateral  oand
inclined production and developmenlt workings, the
Corporation hns o wvery larde working open it
pperation. The pit is 1,900 feel londg, 1,000 feelt wide,
and has o cuvrent working surface reachingy  in cerbtain
nreas,  over 1&0 feelt below the oridginal surface of Lhe
Tand: It is anticipated that the pit alondg the present
ore veins will extend over one mile in length.

ere)




[ The Corporation wees o subastan-
miningy  milling, and hoauling eaouwipment.
Monjor dtems thalt are either ouned or leased included

YEAR MAKE CAHAFACITY EQUIPMENT

1280 THC SO Ton 350 Pavhouwler Troock

18979 HOUGH 12 Yard 4000 Loader

1980 THE 2 Yard Hi% Paviooder

19722 THC H-LA2 Yd, 9460 Uheel Looder

1981 T 3 Foot 220 Eaeavator

1280 THE 200 Crowlerv/Tractor

1878 FLaT HIZL Crawler/Tractor

19al AT x24T daw Crusher with
B4 ghandard head cone  and
X deck screen:

! The Corporoation has  developed
a0 uniaue  caombination of equipment and  technique  for
processing ore, The hasic equipment unit which is
colled an od9dglomerator  is 0 Conveyonr pelletizer
avaltem. I[te use permits greoter recoveries of precilouns
metals. The system works os Follows. A&fter the ore is
crushedy Llime i added.  Then hoth the fines and  the
Larder particles and Fragments ore gravibty-fed into bhe
sl omerator. The crushed ore slides down aon inclined
convevor  helt which dis moving uapward agoinst the flow
of ore. The broken ore is spraved with cyanide: The
fines adhere bto  Lthe larder particles or  fragmoents,
therehy dincreasing their own already relatively lorge
WL S5 The advantages produced by this process  ore
significant. The crushing  tends to breal  the ore-
bearing  rock along dits Freocture or cleavadge planes  or
Lines. The smaller the post-crushing particles, Lhe
graater  the tobal surface areo  exposed, The  Fines
(particles under one half inch in diameter) tend to he
captured by the lorder porticles or  Fragments. Thay
adhere in irresular patternse not in smweobth concentric
Iavers. This prevents compaction of fines into o none
pormeable,  low porosity mass.  Increasing porosity and
peormeability  facilitotes, mpeedsy and  results in
gyreater  recoveries  from Lthe leaching process. The
leaching  dissolves disseminoted mineralization in  Lhe
brokKen ore. The pelletizing, or restructuring of the
crushed ore into  larger, orrefinlor, o b Facetad
porticles, veduces leaching time from one month to one
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W el y thereby dramatically reducing the need for
granter capital edpenditures Lo provide more leach pods
T accommodate exdpoanding mine production. Alaoy the
incrensed recoveries represent obsolute dncreases in
operational profit on the some ovevabting cost base.

RBecaouse the altimoate volue of this svetem depends upon
the apelication of coareful monitoring, computer
assisted analyvsisey  and process medificatione Lt has
been decided not to seelk the Limited protection of one
or more potents buty,  rathery o rely upon mointaining
the secrecy of proprietary Know-how and offering  some
with the hoardware.

. 1 ffter pre-treatment with
with thc 1vqlum0rutnrp Lho orm is leached in place for
up o 24 hours. It is then stacked in heaps about &
feelt  hidh and continuously sprayved  for  approsimobe
four to five dave. The leached material still contaoins
some precious metal values, and is moved bto oo "primory
ore” todlings pad for  farther «€old  and silver
gxbraction,

The sl and ailver bearing precipitates 0T
transported to affilioted Chrysaoor Laboratorvies where
they are smelted and reduaced to dore’, The dore’ i
sold to o refinery.

fro Of Tombstone Limited Parinership Number One.

While the general comments made in Section IX Ay supra,
obviously apply to all of the properties, it is
important to note that the instant offering Pavtnership
involves eleven patented mining cloaims {(see Exhibit &),
These have been chosen for their apparvent potentiol oz
producers, and  as o notural extension of the present
pits  They are the Sidneye South Extension of the Groand
Central, Moonlidght, MaumKesg, Grand Central, Floro
Morrison, Contentiony Last Chonce Number 2 Boss, and
those portions  of  the Sulphuret  and  MHest Side as
defined in Exhibit 6.
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USE_OF_ R

The Corporation will use its share of the proceeds  of
the offerving primarvily  for costs of the offerindg,
copital  edpenditures (cquipment aond  Focilities), and
deht service. The  limited partnevship will nolt  be
burdened by costs of the offering, and will use dts
shore of the proceeds of the offering for workKing
copital

TF 10 Units (For $1,000,000),  the minimun rooguired Lo
he sold for the issuers to he free Lo commence wsinsg
the proceeds of the private placement, are soldy  thoeny
the proceeds of the offering will be used oapprosimoately
s Tallows. fpproximately $100,000 will be used Lo
dofray  estimated costs and edpenses of  the offering,
This sum  will dnclude commissions, professional
consulting fees, and presentation cosbs. fipprasimotely
EA41L7,000 will be used by the Corporation for equipment
and buildindgs, estimoted to cost as follows.

M owash plant with o sand screw and o

srulkiber HED O
Mive conveyvor bhelts for use with the

wash plant FAHQL,O00
A Telesmith sholker scoreen for the
crushing plant

i conveyor belt for use with bthe
crushing plant 403 000
Ancillory electrical equipment for the

crushing plant H 000
i fresh water well S0 000
fomine site office bhuilding FAQ, OO0
focombination shop and warehouse FLO0 OO0
i shower and choandgde room ®LE L0000

00

Gy OO0

O0F the remaining $483,000, 183,000 will be used by the
Corporation primarily for existing debt service, at
moanasgement s discretione  depending upon  the needs of
the Corporation, and bearing in mind the cost of soadd
nonc-convertibhle debt abt one percent oveyr prime.

The remoining  S300,000, which will be the Limitoed
portnervship’s  portiony will be used hy it for workKing
coapital.




The aforementioned wash  plant would have o rated
copacity of 200 tons  per  hour. It would vt
production  of  four different tvpes of saleable rood
aurface  addredotey,  and  recover additional  dold  and
silver values from the Ltoallings,

TET onticipates achieving o 0% increaose in crushing
capacity by installing the Telesmith shaoker scoreen  anid
the convevaor in the crushing civeuit.

The proposed  Ffresh  woter well would be  about 8200
Feoet deep, with a 12 inch dioameter. Casing probably
would  be szet for bthe entire depth. M W0 horsepower
aubmersible  pump should be capable of Lifting 250,000
gallons of water per dave This would provide o bhockup
system  to the existing proceduresy thus  dnsuring
ngainst water shortadge probloms.

The office building would be 24 feel by &0 feel and
most likKely constreucted of cinder blocks, with o  wood
roof . Tt would be used by production staff and should
prove more efficient oand  economical  than pore et
outgrown trailer facilitiecs. Likewise, the propased 40
feelt by 120 feelt shop and warehouse would enable T
put repoair Ffoacilitiesy, tools, and supplies under one
roofy  close to aperabtions, with desidgned-in security.
The shower and change facility of 24 feelt by 50 feeol
vould  enable TEIT  to complete its mine security  and
sofety  system. M mandatory showering {(with o metal
recovery  system builht in to the plumbing  syvstem)  and
clothing chandge  should olmost totally eliminate oany
problems of theft of equipment, tools, or ore. Any
remote  chance of envivonmental contamination will be
eliminated by the leaving of clothing thalb moay hove
come in contoct with cyvanide solution on the promises.

In the event that the tardget minimum sales hereunder of
ten  Units  ($1,000,000) is not achieved within the
prescribed timey and in the further event that some of
those who hove subscribed hereunder will elect to wnive
their right of investment recall, Lthe anticipoted use
of  proceeds hereunder will wvary. The expenses of the
offering  are estimated to run no hidgher than  Fiflteon
percent (I%%) of the investment which remains available
Lo the issuere ofter any exercise of  the right  of
investment  recall. The net remoining  funds  would
probaobly  bhe ollocaoted to the purchoase of zsome of the
equipment  and focilities wmentioned above, andy most
probablyy in the same sequence, some deblt service,. and,
for  the limited partnership’s portiony Lo workins
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capital.

I more Lhan the mindimum of L0 Units ($1,000,0003, but
less  than 20 Undits (2,000,000, are zold hoereundor,
the firet million dollars of investment wouled shill be
allocated as  indicated above. The second  million
dollarsy  or any portion thereof raisedy probably would
he  ollocoted approdimately as Ffollows. Up Lo Len
pevcent (10 wonld g0 for expenses of  the offerindg.
The remainder of the Corporation’s portion would be
allocated Yo debl servicoey mine development work,
explovationy  and tochnolosgy dimprovement . The Limited
partnership’s portion would €0 to working capital.

Such new mine development work probably wvould focus oan
two  ocloaims. It is believed that the Flora Morvison
claim could show additional ore of some 111700 tons
throush development of its Known ore zone to 40 feelt of
depth on its east side and 20 Feet of depth on its west
side. Thyeoe development projects are envisioned for
the  Grand Centrol cloims It ie believed Lthat, by
egxtending  dts  Known east zone some 200 feet to Lhe
southy another 37,000 tons caon be developed. LikKewises
it ds believed thalt, by extending the Known wesht @onsg
o dtbe upper bench another 300 feety another 44,000
tong  of ore con be doeveloned. findy,  fFinally, 4t  is
helieved bthaly hy  deepening both the easzt and  woest
ones on thedir novth faces by some 20 feel, anothes
73,000 tonz of ore coan be developed, fsouming ore
development  costs of $:40 per tony such development
work would cost an estimated $1460,400.

While no definitive estimaoted allocotion of proceeds
From soles hereunder in excess of 20 Units ($2,000,000)
has as vel been madey @bt would seem lodgical Lo assume o
proboble  cost of obbtoaining such funds of no more than
ten percent (10X) of any such total raised. Becanse
ooft the  prime plus one cost ol debt service, it ds
reascnable  to assume thaot approximotely one half (1720
of  the proceeds ovailable to the Corporvation, aftoer
dedu - *ing applicable costs associnted Wi th the
offering,  from the next 40 Units ($4,000,000) sold
would bhe used primavily for debt service. Please refor
Lo the finoncial stotements section of  this privote
placement  memorandum,  and  to the footnotes Lo  Lhe
Corporation’s  bhaloance sheets of lDecember Jiy isen
(oandited) and  June 30, 1982  CGunaudited)  for 0
discussion  of the noture and extent of the Finoangial
involvement of the founders os direct lendoers Lo the
Corporation, conduits for loans to the Corporation, and

o
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guarantores  of debt obligations of the Corporations in
order  to understand the dedree Lo which said  Founders
will benefit From any such debt servicing use of  the
proceeds hereunder by the Corporation from its shore of
the proceeds hereundor. Inasmach o  the Lodmited
Fartnership is debt free of the date of commencemoend
of  this offerindg, its shore of the proceeds hersundse
can be used for workKing capital.  The manadoment of the
Corporation may elect to allocate wovre thoan half of Lthe
Corporation’s  share of the proceeds hereunder, ofter
the costs of bthe offering, for debt service.

LI
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SENT_QPEROTING

&t present, TEI operates an open pit wmine. Studies of
Lities and location, and currvent preciowus metal
hoave  shown this Kind of open  pit  operabion
currently to  be  the most effective Ltyepe of  mining
the properties.

Heavy  equipment alt the open pit mine on the Contention
and  Graond  Central claims moves aboul 8500 tone of
wnste overburden  and  ore  per  working doy: The
equipment fleet, which is ewmploved by the contreoact
mining Companyy includes five &31-R Coterpillar
serapers and three B-92 Coterpillor bulldozers.

Maving the past 20 months the Corvporation  has  moved
over 2:243,000 tons of waste rock and are. Starting
from the oridginal surface, 4t has mined in  cerbain
areas Lo below the orviginal 100 foolt depth of the first
underdground mine levels,

Cuarrent pit surface dimensions ave approdimotely 1500
foeelt by 1000 feelt. Plaonned opevations should  estend
the pit by some 800 feelt in o southerly direction and
some 24000 feelt in o novthuwesterly divecbtion  thus
increasing Lhe pit Lo nearly one wmile in lensbth.

The rock is vipped and bawled by soraper. Because of
the  friable  moture of the roclk, less than 10% of the
it rock reguires blasting (with  dts  ottendant, oand
costlyy drilling). This also lowers crushing costs
aubstantially. TET hos thus  for  experienced i
stbripping ratio of 481 in its open pit.

B, Processingg.
- ook oo N e el

The ore i fed to the crusher ot o raote of oaboult 1809
short tong per hour. The crusher reduces the feed Lo
minus A48 dnch  size. The previously doescribod
pelletizing, using bthe agdglomerator, g bhoe noxt stop
in  processing the oroe. fftor spraving,  the ore is
looded into o fifty-ton truck by a front end loader and
dumped onto the "primary ore" pads at o & dedgree slope
Lo ensure dood deainadge. The 087 cyanide solution with
which Lthe heops are sproved percolotes  through  bhe
heaps dissolving mach of the €old and silveyy and then
Flows to o collection ponde. Solution from  Lhe
collection pond pumped to o treatment Facility where




most of the silver and dold is extracted Ffrom the
solution. The then semi-barren solution is pumped back
to the leaching pads for another cycle of use in  the
leaching process. The resulting precipitate is  then
baked into semi-dry pouder and then smelted into dore’.

C. Exploration.

A study by TEI determined that cCore drilling,
percussion drilling, or reverse circulation drilling
would not be effective in the area. Irilling costs to
determine ore =zones would exceed TEI‘’s total costs of
mining and processing that orey and TEI believes that
results obtained Ffrom drilling would Ffurther need
channel sampling to determine accurate ore grades for
the operation of the open pit mine. Twe  mojor
advantadges of mining over drilling are the exposure of
the ore zone and the creation of a cash flow as the pit
is developed. Controlled production with careful
detailed gampling becomes the current exploration
technique., Trenches are dug on 29 foot centers to a
depth of six feet. Channel samples are cut from the
lower walls of each trenchy, not exceeding 10 feet in
length per sample. Thusy each sample is deemed
representative of no more than 250 tons, andy on
average, about 150 tons of material., This technique
defines structure and mineralization and permits Ffine
tuning of the milling operation.

I Equipment Development.

Much has already been said about the Corporation’s
agglomerator. Continuing efforts will be made to
improve this already fine piece of equipment and the
procedures for its optimum utilization. Further work
is nlso being undertaken in computer softuare
development that can be employed in the control aspects
of these and other operations of the Corporation.

E. Consultants And Contractors.

1. The Board of Advisors.

e Seem wive e Sre Sree Seee Swes SeET SH Teee Seer Sese Peew Prew Susw Seee Svee vers ees bewe

. Technical Fanel. Consists of a group of dig-
tinguished experts from the academicy professionals
dovernmenty and business communities, and will advise
the Corporation on such matters as dgeo0lodgy, mineralogy,
metallurgy, endgineering, explorationy mining, haulingy
milling, testindg, safety, and environmental protection
equipment and practices. They will be available to

consult on practical problems, current state of the art

. 3(, .



in technology, and potentially fruitful areas of
research and development. Eventunlly, TEI hopes thnat
they will be emploved in Turthering its long randge
donls of expansion into other naturnal TESOUTCE
situations. A list of the members of the technical
panel of +the Roard of Advisors is appended as
#hibit 3.

be Financial Fanel. Consists of a dgroup of
distinguished experts from the academic, professional,
government, banking, investment bankKing, securities,
and commodities communitiesy and will advise the
Corporation on  such matters as macro  and micro
economicsy bullion and commodities price fluctuations,
political matters, interest rates, securities and
commodities redqgulationy monetary policy, taxation and
incentivesy, and securities markKeting. A list of the
members of the financial panel of the Roard of Advisors
is appended as Exhibit 4.

2e Mining. Actual mining and hauladge is performed
under contracty at o chardge of about $.60 per ton of
rock mined or movedy, by Madgini Lensing and Contractinsg,
a reputable local dndependent contractor whose low
prices reflect the surplus of d4ood labor in the area.
When blasting is required, an additional charge of

$2.84 per foolt of drilled blasthole is made.

3. Refining. Smelting is performed by the Corpora-
tion’s affiliatey Chrysaor Laboratoriesy Inc.y which is
owned by the majority stockholders of TEI. Thot
company’s faocilities nre located on Tombstone
Explorationy, Ince.’s propertyy and are adequate for the
substantially increased levels of production to which
the Corporation aspires, and to oachieve which ‘the

instant offering is desidned as a first step.

Chrysoor Laboratories has a tax loss carryforward and
it dis anticipated that when this has been utilized,
Chrysaor will be merded into TEI or will operate as o
separate company at a breakeven rate.

4, Snles.

SRR

as @quipment_and_Kpow-how. The Corporation has
initiated efforts to market the adgglomerator system and
associated computerized control systems. The basic
hardware will sell for between $100,000 and $200,000
per unity depending upon size. Software pricing will
vary with the Kind of packadge desired. Also available
for sale is proprietary Know-how relative +to the
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leaching techniques developed by the Corporation.
Fresent marketing is being done directly by the
Corporationy but future efforts may involve
professional marketing organizations. The adglomerator
is desidned to be price competitive in o tough market.
It is believed that it can replace equipment costing
substantially morey, and with at least equal operating
efficiency. To TEI’s Knowledgey, no other company is
producing this type of equipment.

In June, 1981, +the Corporation and the Staote of Maine
Mine Corporation established a Jjointly owned markKeting
company to sell Merrill-Crowe type pProcessing
equipment, deneral smelting and refining equipment, and
mobile and stationary agdlomerators. This adreement
does not commit the Corporation to an exclusive
relationship with the State of Maine Mine Corporation.

be bullion.

e anes Sees Sree Sere v seve

(1) conventional. Net smelter returns of dgold
and/or silver bullion are sometimes sold on an
immediatey, or spoty market. This happens when ‘the
Corporation believes that the prices for either or both
of  the two metals will remain fairly stable for some
period of time.

(2) heddging. While +the Corporation is not in
the bullion futures trading business, it does try to
protect iditself adgainst swings in bullion prices by
selling substantial portions of proJjected production
into the futures markets. For exampley when bear
markets for bullion prices are anticipated, the
Corporation will commity on an immediate cash sale
basisy some or all of its future production over o
period of time varying with the length and depth of the
anticipaoted bear market. As the Corporation turns
bullish on future bullion prices, it will tend to
reduce its forward delivery commitments and ‘their
duration. Euilt into all of the Corporation’s heddging
agreements is the contractuanl right to cover future
delivery obligations by buying back the contract. This
affords the Corporation some measure of protection
against dramatic bullion price increases.

¢+ road _surfacing. TEI has set up its operation
in  such a way that the final barren waste is of ideal
size and suitable hardness for use as road surfocing
material. fs this materinl already has been mined and
crushed, additional expense in preparation ie minimal.

The Corporation is currently selling road surfacing ot
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competitive prices, and believes that this marketing
effort will provide substantial income.

de base_metnls, At present, no sales of any of
the base metals on the Corporation’s properties are
being attempted. The production of +the Tombstone
Mining District from 1879 to 1977 included 7,700,000
pounds of coppery 47,400,000 pounds of leads and
652,000 pounds of zinc. As funds for expansion become
availabley, and if base metal prices warranty, serious
consideration will be dgiven to chandging the recovery
systems s0 as to produce one or more base metals as by-
products. It is not contemplatedy howevery that the
Corporation’s present properties will ever become
primarily base metal producers with go0ld and silver as
by-products.

The Corporation is exploring with localy national, and
international droups _the possibilities of selling +to
collectors, students, and tourists wvarious crystal
mineral and rock specimens from its mines. Alsoy the
possibility of incorporating mineral and rock samples
into Jjewelryy, souvenirsy and executive desk furnishings
is also being explored. Many special profitable
promotional tie-ins appear possible because of the
spectacular variety of local mineralization and the
romance that still attaches to the ledendary mines of
Tombstone.




XII.

THOMAS H. SCHLOSS
Chairman of the Board of Directors and Fresident

Mr. Schloss founded the Corporation in February, 1978
and in Februaryy 1980 he founded Chrysaor Laboratories
for the smelting of TEI precipitates and the
reclamation of precious metals from computer
electronics parts,

In Februaryy 1974 Mr. Schloss founded First Arbitrage
Manadgement Companyy a member firm of the New York Stock
Exchangey  American  Stock Exchandgey, and +the Chicadgo
Option Exchandge. One of that company’s activities was
the investment in cash and carries in silver and dold.
This is a sophisticated arbitrade and hedging technique
for investment purposes. He was Chairman of the Board
of that company until Februarys 1979.

Mr. Schloss serves on various boards of directors. His
early professional experience included beindg Assistant
to the President of the Economy Finance Co. in
Indianapolis, and participation in training progroms
with A. G. RBecker & Company, Walston & Company, RBank
of New Yorky, Continental Illinois National Rank, and
Security Supervisors. He holds o dedree from Indiana
University and also received an MBEA  from American
University. He is 40 years old.

NUSTIN ESCAPULE
Vice Fresident

Mr. Escapule is Manadger of Operations at the
Corporation’s Tombstone properties, o post he has held
since September, 1979.

From February +to Septembery 1979 Mr. Escaopule was
Assistant Froject Manadger for Southwest Exploration
fAssociatesy o firm of consulting dgeolodical endineers.
From February, 1978 to February, 1979 he owned and
operated Tombstone Silver Enterprisesy Qo company
engaged in lost wax casting of silver. fs manager of
Airtex Minindg, from December, 1977 to July, 1978, he
supervised o heap leaching operation in the Tombstone
areas From Marchy, 1976 to July, 1977 he instituted an
underground leaching operation for 73 Minerals,




previous  lessees of the properties now controlled and
operated hy TET. For the previous seven vears he was
in the Cochise County Sheriff’s Department, and left as
an Under Neputy.

He is 33 vyears old and has always lived in the
district,

HARRIE G. SCHLOSS

Vice Fresident,y, and a lirector

Mrs. Schloss is Administrative Manadger of the
Corporationy and has been active in the administrative
monagement of the Corporation since its inception.

From June, 1977 to Februaryy 1982 she was Vice
Fresident of Ares Antiquesy, a company dealing in  fine
Jewelry. In 1976 she was FProduction Manadger for
Triangle Publications, For the previous 8 vears she
worked for Saturday Review Publicationsy her last
position beindg Manader of the New York office.

She received a RB.A. from Sarah Lawrence College, and an
Meds in international affairs Ffrom Columbin University.
She is 44 years old.

RORRY D, LEE

Superintendent

Mr. Lee supervises the day to day activities of all

mine and process plant personnel. He also monodges
TEL’s contact with federal, statey and local redgulatory
AGENCiLes., He has  been with the Corporation since

January, 1980,

Mr. Lee managed buddget and personnel for the Cochise
County Shevriff’s Department Ffrom Joanuary, 1965 +to
Jonuary, 19273, He owned and operated a used equipment
business from January, 1973 to Octobery, 1977 He workKed
for ten years as an underdground miner with the Phelps
lNoddge Corporation. He is 57 years old.
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JEROME ECKERS
Secretaryy Treasurery and o irector

Mr. Eckers is responsible for the financial and
accounting work of TEI. He also develops and
implements TEI computer programs. He has been with the
Corporation since May, 1980,

He was an accounting supervisor and office manader for
Ireschery, lorkin, Kaplany & Co.y Certified Public
ficcountantsy,  from August, 1978 to May, 1980. He was na
senior accountant with the CPA firm of Shelowitz,
Sandler and Company from June, 1976 to Audgust, 1978,
and a semi senior accountant with the CFPA  firm of
Saverin & Di Vittoria from June, 1272 to Junes 1974.

Mre Eckers received a BBA from Baruch Colledge of the
City University of New York:s He is 33 vears old.

ARTHUR Je GRAVES
Mining Superintendent

Mr. OGraves Jjoined the Corporation in lecembery, 1981.
He is senior deolodist and is in chardge of planning for
TEI’s pity and he calculates ore reserves and stripping
ratios. He also acts as liaison with deolodists of
prospective .Jjoint venture affiliates.

He was a senior mine endineer for Anaconda Copper
Company from Audgusty 1979 to lecembery 1981 He was o
technical service endgineer for Apache Fowder Company
from Marchy 1972 to Aprily 1979, He also worked for
eigdht vyears as a deolodical endineer for Congdon and
Careyy Ltdey and for five years as a mine endgineer for
Goldfield Corporation.

Mr. Graves graduated from the Colorado School of Mines
and is a member of the Society of Mining Endgineers, the
New Mexico Mining Associationy and the Arizona
Geological Society. He is 53 vears old.



XIIL.

MANAGEMENT _COMPENSATION.

Because of the need to conserve cash during the
Corporation’s developmental phase, Lotal compensation
to officers and directors as a group has been limited
to approximately $165,000 on an annual basis.

It is contemplated that the instant funding will permit
such total to increase to approxdimately $1920,000 on  an
annual basis.

While the limited partnership hasy of coursey thus far
incurred no partner level compensation expenses, it is
contemplated that some appropriate allocation of salary
expense to the account of the limited partnership will
be made by the dgeneral partner.
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XIV.

STOCK_OFTIONS.

s of the commencement of the instant private
plaocement, the Corporation had qualified stock purchase
options outstanding for only 36,2846 sharesy or 2.591%,
of the total number of shares presently outstanding
(excluding the shares under option).

I all of the Units offered hereunder are soldy, and if
all of the debentures thus sold are converted into
common shares of the Corporation on the most favorable
conversion rate (to the converting investors)y Ltheny
the shares represented by the existing stock purchase
options will represent only 1.69% of the total number
of  shares then outstanding (excluding the shares under
option).

All of the stock purchase options outstanding are
exercisable at a price of $.125 per share.

Specifics of holdindgs are as  follows. Mr. Tustin
Escapule, Vice President and Manadger of Operationsy has
an optiony  good until March 1, 1987 on 12,060 shares.
He has a second optiony dranted October 1y, 1982 dood
until October 1, 1987y on 8,000 shares. Mr. Bobby @i,
Leey the Superintendenty has an optiony dHood until
March 1, 1987, on 5,412 shares. He has o second
optiony, dranted October 1y 1982, d00d until October 1y
1987y on 2,814 shares. Mr. Jerome EcKkers, a Director
and the Controller, has an option, good until March 1,
1987y on 8,000 shares.

Exercise of all outstanding options would represent
only minor dilution of the investors’ investment.
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XV,

LEGAL .

. FProperty_Status. The Corporation is current in all
of its lease oblidgations concernindg the various claims.
All of the Corporation’s assessment work obligations on
the unpatented claims are current. ALl local real
estate and other tax oblidations pertaining to the
properties are currvent.

BE. Patent. The Corporation has thus far taken the
position that the best way to protect its proprietary
equipmenty computer software, and milling techniques is
to treat them as proprietary Know-how and to avoeid the
disclosures inherent in patent applications whichy once
revenledy, wounld be difficult to protect because of the
near dimpossible task of policing the operations of
every potentianl user.,

C. Corporate. The Corporation is a duly organized and
subsisting corporation in good standing under the laws
of lelaware, with all reporting, filing, and tax
obligaotions of the Corporation under Delaware low
currently satisfied and up to date. Likewisey, the
Corporation is duly qualified, s 0 foreidn
corporationy to do business in Arizonay, ds  in  good
standingy, and all reporting, filing, licensing, and tox
obligations of the Corporation under Arizona low are
currently satisfied.

0, Limited Partnership. The limited poartnership is
duly ordganized and subsisting in dgood standing under
the partnership laws of Arizona, with all reporting,
filingy and tax oblidgations of the limited partnership
under Arizonn law currently satisfied and up to date.

E. Litigotion. The Corporation and its major
shareéholders have brought suit in the Superior Court
for the County of Fimay Arizonay against the parties,
both individual and corporate, who originally brought
the dinstant properties to their attentiony, and who
appear on the Corporation’s lease under which it holds
and  operates said properties as co-lessees, fory
essentinlly, fraudulent misrepresentation redgarding
proved reservesy revolutionary new recovery techniques,
and capital required to commence profitable production,
as well as failure to dilute their interest in  bthe
lease in recodnition of the very substantial additional
capital investment of the plaintiff Corporation and its
major shareholders. s o litidgation tacticy the
defendants have counterclaimed, essentially, for a



nominal  sumy  for services allededly performed but not
paid for. At least one of the corporate defendants has
filed in bankKruptcy. The Corporation’s trial counsel
is of the opinion that the Corporation should prevail
on all points and that its probable downside risk is a
determination {(in the nature of a compromise wverdict)
that the defendants should receive some (small)
percentage in the operating lease of the Corporation.
Inasmuch as the defendants do not even attempt to
contest the control excercised by the Corporationy the
Corporation does not deem the litidgation to be of a
nature that would either preclude or even hamper
operations, '




XVI.

The tax consequences Lo the investors in that portion
of +the instant offering represented by the securities
of the Corporationy i.e.y Tombstone Explorationy Inc.s
are  those normal tax consequences that would accrue
from investment in any business corporation. ‘

With respect to that portion of the instant investment
represented by 0 participation in the Limited
partnership, certnin of the normal attributes of
investment in  partnerships will be available to the
investorsy, e@.9.y there will be direct pass-through
income and loss for tax purposes. RBecouse of the
minerals exploration and development nature of the
businessy, there will be various other tax benefits with
respect to such thinds as exploration costsy depletion
anllowances, investment credits, etc. There may be
other tax advantadges inherent in individual situations
where particular investors may elect to take down some
or all of their interests in the form of bullion. BRoth
with respect to such situations, and the overall tax
picture relative +to any individual dinvestment, each
investor is strondgly urded to consult with hisy, her or
its own professional competent specinlized tax counsel.
The offerees are adgain reminded that the offerors in
the instant situation make no  representations with
respect to tax consequences to any investor relative Lo
any  phase of the investor’s investment. Tombstone
wplorationy Inc. and Tombstone Limited FPartnership
Number Oney, of coursey stand ready at all times Lo
nssist all investors and their tax advisors in
developing whatever Kind of support documentation that
said  investors and/or their advisors may reasonably
require,

The instant offering is beindg offered primarily as  an
economicnally wviable deal, and should be evaluated s
such. The tax consequences and tax sheltering benefits
inherent in the situation as it evolves are Lo he
considered merely as added plus factors serving to make
the overall denal more attractive. None of the multiple
write-offs of dnvestment that recently have been
successfully challenged in the courts by the Internal
Revenue Service are here involved. This denl has been
structured as a straidghtforward, ledgitimate mining
business transactiony and the tax consequences are only
those which are normally incident thereto.
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Fox&Com pany Certified Fublic Accountants

REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Tombstone Exploration, Inc. and
Chrysaor Laboratories, Inc.

New York, New York

We have examined the combined balance sheet of Tombstone Exploration,
Inc. and Chrysaor Laboratories, Inc. (the Company) as of December 31, 1981 and
the related statements of operations, changes in stockholders’ equity (deficit)
and changes in financial position for the year then ended. Our examination was
made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures
as we considered necessary in the circumstances.

The aforementioned financial statements have been prepared on the
basis of the continuation of the Company as a going concern. The Company has
operated at a loss since incorporation. The realization of assets and the
continuation of the Company as a going concern are dependent upon future
profitable operations or, in the event profitable operations are not achieved,
upon the Company’s ability to obtain additional finanecing.

In our opinion, subject to the matters referred to in the preceding
paragraph, the aforementioned financial statements present fairly the financial
position of the Company as of December 31, 1981, and the results of its opera-
tions and changes in its stockholders’ equity (deficit) and financial position
for the year then ended, in conformity with generally accepted accounting

Principles applied on a consistent basis.

F&ﬁ*
New York, New York

August 13, 1982, except for
Note 8(b) which is as of
October 1, 1982




COMBINED BALANCE SHEET FOLLOWS




LIABILITIES AND STOCKHOLDERS’ EOUITY

Current liabilities:
Accounts payable
Accrued expenses
Current portion of long-term debt (Note 4)
Notes payable - other
Current portion of capitalized lease obligation (Note 3)

Total current liabilities
Long-term debt (Note 4)
Capitalized lease obligation (Note 3)
Notes payable - stockholder§ (Note 5)
Notes payable - other (Note 5)
Commitments and contingencies (Note 6)

Stockholders’ equity (deficit):
Tombstone Exploration, Inc.:
Common stock, $.001 par value (Note 7):
Authorized - 4,000,000 shares
Issued - 1,199,525 shares

Chrysaor Laboratories, Inc.:
Common stock, no par value:

Authorized - 200 shares

Issued = 100 shares

Capital in excess of par value
Deficit

§ 157,157

321,201

3,700,190

215,000

1,199

10,000

132,639
(3,186,934) .

(3,043,096)

$ 2,543,509



TOMBSTONE EYPLORATION, INC.
AND AFFILIATED COMPANY

COMBINED STATEMENT OF OPERATIONS

Year ended December 31, 1981

Revenue:
Vet sales
Other income

Costs and expenses:
Divisional:
Crushing
Mining
Plant
Smelting
Testing
Depreciation and amortization
Interest expense, including $541,733
relative to stockholder notes payable
Royalty expense '
General and administrative

Net loss

The accompanying notes are an integral part
of the financial statements. :

$ 2,220,031

36,768

2,256,799

4,443,630

$(2,186,831)



TOMBSTOMNE EXPLORATTION, INCe. ', .. .- 4
AND AFFILIATED COMPANY = °

COMBINED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

Capital
Common Stock in

$.01 par value §.00l par value excess of Accumulated
Shares Value Shares Value par value deficit

Balance at January 1, 1981 4,800 $48 $ 99,952 $(1,000,103)

Net loss for the year ended
December 31, 1981 (2,186,831)

Recapitalization -
exchange of one share of
$.01 par value common
stock for one share of

$.001 par value common
stock (4,800) (48) 4,800 § 5 43

Recapitalization -
3 for 1 stock split 9,600 10 (10)

Issuance of common stock
in connection with stock-
holder notes payable and
guarantees (Note 5) 1,177,625 1,177

Sale of common stock 7,500 7 29,993

Capitalization of debt to
principal stockholder 2,661

- $- 1,199,525 $1,199 $132,639 $(3,186,934)

The accompanying notes are an integral part-
of the financial statements.




TbMBSTONE EXPLORATION, INC.
AND AFFILIATED COMPANY

COMBINED STATEMENT OF CHANGES IN FINANCIAL POSITION

Year ended December 31, 1981 .

Financial resources were applied to:

Net loss $2,186,831
Items not affecting working capital:
Depreciation and amortization (212,377)
Amortization of mine development costs (58,764)
Gain on insurance recovery 12,918
Loss on sale of fixed assets (2,686)
Working capital applied to operations 1,925,922
Purchase of equipment 1,017,046
Mine development costs incurred 17,624
Reduction of long-term debt 262,057
Reduction of capitalized lease obligation 69,984
Reduction of notes payable - other 10,000
' : 3,302,633
Financial resources were provided by:
Proceeds from sale of fixed assets 42,500
Proceeds from insurance recovery on
fixed assets destroyed 97,453
Decrease in deposits 22,354
Issuance of long-term debt 312,502
Increase in capitalized lease obligation 391,185
Increase in notes payable - stockholders 2,013,005
Increase in notes payable - other 125,000
Issuance of common stock 31,177
Capitalization of debt to stockholder 2,661
Other, net 2,712
3,040,549
Decrease in working capital $ 262,084
Decrease (increase) in elements of working capital:
Cash : ' $ (43,277)
Inventory (191,596)
. Accounts receivable (8,030)
Other current assets (12,210)
Accounts payable 81,055
Accrued expenses & 298,011
Current portion of long-term debt 38,217
Notes payable - other 50,000
Current portion of capitalized lease obligation 49,914
Decrease in working capital $§ 262,084

The accompanying notes are an integral part
of the financial statements.



TOMBSTONE EYPLORATION, INC.
AND AFFYIATED- COMPANY .

NOTES TO COMBINED FINANCIAL STATEMENTS

December 31, 1981

’

Summary of significant accounting policies

This summary of significant accounting policies of Tombstone
Exploration, Inc. and an affiliate, Chrysaor Laboratories, Inc. (the
"Company'") is presented to assist in understanding the Company’s finan-
cial statements. The financial statements and notes are representations
of the Company’s management, which is responsible for their integrity and
objectivity. These accounting policies conform to generally accepted
accounting principles and have been consistently applied in the prepara-
tion of the financial statements.

Business activity

The Company was formed in April 1979 for the purpose of
mining and processing precious metals.

Principles of combination

The combined financial statements include the accounts
of Tombstone Exploration, Inc. and an affiliated company, Chrysaor
Laboratories, Inc. The latter, owned by the principal shareholders
of Tombstone, conducts smelting operations and provides administrative
services for Tombstone. Intercompany accounts and transactions have
been eliminated in combination.

Inventories

Work in process inventories consist of mid-grade ore and
slag. Mid-grade ore is valued at the lower of cost, determined on a
relative sales value basis, or net realizable value. Slag is valued

at net realizable value.

Finished goods inventory, consisting of available gold and
silver bullion, is valued at market.

Property and equipment

Property and equipment are carried at cost. Maintenance,
repairs and betterments which neither materially add to the value of
the property nor appreciably prolong its life are charged to expense
as incurred. Gains or losses on dispositions of property and equip-
ment are included in income.
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10

Further, in the opinion of the Company’s counsel, the defen-
dants’ claims lack significant merit or exposure except for the claim of
$45,000 which has some possibility of success, However, the Company
believes that a decision in favor of the defendants would not result in
any monetary payments by the Company because the latter will be able to
offset certain of its expenses against any amount awarded.

The Company leases office space in New York under terms of a
lease expiring November 15, 1983. The lease provides for annual rentals
of $21,600.

At December 31, 1981, the Company had entered into commodity
future production agreements with a refiner that required the Company to
deliver precious metals at fixed selling prices during 1982. All contracts
in existence at December 31, 1981 were fulfilled or subsequently covered.

Capital stock

Under a stockholders’ agreement, the Company is obligated to
issue bonus inducement shares at the rate of 250 bonus inducement shares
for each $1,000 of principal amount of loans made available to, or guaran-
teed for, the Company. In addition, shares are similiarily issued as an
inducement to the holders of such debt for their willingness to permit the
Company to accrue rather than to pay the interest due. As of December 31,
1981, the Company has issued 1,177,625 shares under such agreements (see
Note 8(b)).

On July 15, 1981, the Company initiated a stock option plan
providing for the option and sale of up to 250,000 shares of the Company’s
common stock. The period during which the options may be granted is deter-
mined by the Company but may not exceed five years from date of option.

The option prices will be determined by the Company but will not be less
than fair market value on the date the options are granted. As of December
31, 1981, options for 25,472 shares had been granted to certain employees
at a price of 12-1/2¢ per share. The options expire in October 1987.

Subsequent events

(a) Based on unaudited financial statements, the Company has
incurred a net loss during the six months ended June 30, 1982 of approxi-
mately $900,000.

(b) On October 1, 1982, the Board of Directors of Tombstone
Exploration, Inc. approved an increase in its authorized common stock to
4,000,000 shares. This action has been reflected in the financial state-
ments as of December 31, 1981.

Contemplated offering

The Company is conducting an offering of securities that is
described in the annexed offering memorandum.




STOCKHOLDERS

TOMESTONE EXFLORATION, INC.
AN AFFILIATED COMPANY
COMBINED BALANCE SHEET
JUNE 30, 1982
UNAUDITTED
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TOMBSTONE EXPLORATION, INC.
AND AFFILIATED  COMPANY
FOR THE SIX MONTHS ENDED JUNE 30, 1982

B UNAUDTTED
= REVENUE ¢
| NET SALES b 2,366,487
MTSCELLANEOUS 11,057
| TOTAL REVENUE 2,377 s 544
COSTS AND EXPENSES!
CRUSHING DIVISION 261,377
MINING DIVISTION 1,483,695
—~ FLANT DIVISION 319,781
TESTING DIVISION 0%y 340
SMELTING DIVISION 192,509
LEACHING DIVISION 1,107
WASH PLANT DIVISION by 433
INTEREST 74,047
ROYALTIES 5y 000
| CORPORATE OVERHEAT 381,982
| NEPRECTATION 163,800
| TOTAL EXPENSES 3,313,086
NET INCOME (LOSS) $ (935,542)
‘ ) Se0e 5008 Sees S0 Sums Si0e SN SNe Swee
|
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TOMEBSTONE EXPLORATION, INC.
AND AFFILIATED  COMFPANY
NOTES TO COMRBINED FINANCIAL STATEMENTS
UNAUDITED

1« Summary of sidnificaont accounting policies

This summary of significant accounting policies of

Tombstone Explorationy Ince and an affiliaotey Chrysaor
L.aboratories, Ince. (the "Company®) is presented to assist in
understanding the Company’s financial stotements. The
financial  statements and notes are representations of  the
Company’s management .y which is  responsible for their

intedrity and objectivity. These accounting policies conform
o denerally accepted accounting principles and have been
consistently applied in the preparation of the Ffinancial
statements.,

Business activity
The Company was formed in April 1979 for the purpose of
mining and processing precious metals.

Frinciples of combination
The combined financial statements include the accounts
aof  Tombstone Explorationy Ince and an affiliated companyy

Chrysaor Laboratories, Ince. The lattery, owned by the
principal shareholders of Tombstone, conducts smelting
operations and provides administrative sErvices for
Tombstone. Intercompany accounts and transactions have been

eliminated in combination.

Inventories

Work in process inventories consist of mid-grade ore and
slag. Mid-dgrade ore is wvalued at +the lower of costy
determined on o relative sales value basisy or net realizable
value. Slag is valued at net realizable value.

Finished doods inventory, consisting of available <old
and silver bulliony is valued ot market.

Froperty and equipment
Fropert and equipment are carried at cost. Maintenances
repairs and betterments which neither materially add to  the
value of the property nor appreciably prolondg its life are
chardged Lo expense as  incurred. Gains or losses on

Cdispostions of property and equipment are inclued in income.



TOMBETONE EXPLORATION, INC.
ANIE AFFILIATED  COMFANY
NOTES TO COMRINED FINANCIAL STATEMENTS
UNAULTTED

lepreciaotion and amortization
Tepreciation and amortization of property and equipment
are  provided on the straight-line method over the following
estimated useful livest

Yeors
Mining equipment 310
Building 10
l.easehold improvement 3- B
Equipment d- B
Equipment under capital lease 15

Leasehold improvements are amortized over the lesser of
the useful life of the asset or term of the lease.

Income taxes

The Company has elected to he taxed under the Sub-
chapter-5 provisions of the Internal Revenue Code. s 0

result, losses incurred and tax credits denerated  from
inception to lecember 31,1981 have been allocoated Lo the
stockholders. I+ +the Subchapter § election had not been
madey the Company would have had operating loss carryforwards
aggredating $2,980,791 and investment tax credits addgredgating
$212:44%,  both of which would have expired in the yveors 1994
through 1996,

lNeferred mine development costs

Mine developmentnal activities consisting of road
huilding, construction of leaching pade and solution pondsy
and  removing of overburden have been deferred and are being
amortized over the ecomonic like of the mine, estimated by
the Company to be five vears,

Reprocessable material

The reprocessable materialy consisting of o Composite
Heap and washplant orey has been processed but may be subject
to  further processing that will yvield additional revenues.
It is not proctical for the Company to determine the amount
or the btiming of revenue that may be realized andy
accordinsglyy  such amounts are not reflected in the financial

Cstatements.




TOMESTONE EXPLORATION, INC.
AND AFFILIATED  COMPANY
o NOTES TO COMRBRINED FINANCIAL STATEMENTS
UNAUDITEDR
- 2. Inventories
Inventories ot June 30, 1982 consist of the followingt
O Gold and Silver dores $ 126,685
N Work in process —~ slag 47,704
: Work in process — mid-drade ore 175,949
? $ 349,958
He Capital lease
Equipment under capital leose as  of  June 30, 1982
consists of the followins?
5 Mining equipment $ 476,185
( ) less accumulated amortization 47 v 620
% 428,565
The following is o schedule of future minimum rental
_ payments under the capital leases
Year ended Necember 31
T 1982 $ 0 GB.725
1983 117449
1984 117,449
— : 1985 117449
7 1984 29.411
"l Total minimum lease payments 910,483
{ Less amounts representing
! interest 143,420
G Fresent value of minimum
l lease payments 367,063
Less current portion 48,845
% 318,218
L 4 The lease is gunranteed by certain stockholders.



TOMRETONE EXPLORATION, INC.
AND AFFILIATED  COMFANY
NOTES TO COMRINED FINANCIAL STATEMENTS
UNAUDTTED

4. lLondg-term debt

Long-term debt as  of June 30, 1982 consists of the
following notes that are collateralized by mining  equipment.
Certain notes have installments thalt are poast due.

Interest tionthly §=memmmn G GIYrre mememm smengomo |
Note due - rate installment Total Current Long-term

1986 1897 $ 7,490 $ 288,230 4 48,4467 ¢ 239,763
1984 21% 4,427 86,150 45,862 40,288
1986 17.27% Ge301 1764070 45,906 130,114
1984 21 .3% by B30 120,368 48,981 71,387
1982-84C(a) 134-14.67% 1951 by P43 Gyb71 1,272

o100 2c00 4000 vone seve 0en wnie T Bess sase mras aese saes sren se

o

677761 $194,937 ¢ 482,824

e g gae g sus o seis ise ousw sse aees ses gmn nes  see ies swes gue o g s ame dvee

() various nobtes.

Maturities of londg-term debt are as followsd

Year ending lecember 31¢

1983 $ 145,000
1984 172,017
19856 134,322
1986 31,485

% 482,824

Se Notes payable - stockholders and other

The Company dis obligated to certain stocKholders for
notes due in 1990, Interest is payable at 1% above the prime
rate. Interest payvable ot June 30, 1982 of $891,5384,
including 1981 interest of $548,877, is reflected in notes
payable - stockholders becaouse it was converted to o note
payable due in 19290,
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TOMEBSTONE EXPLORATION, INC.
AND AFFILIATED  COMPANY
NOTES TO COMRINED FINANCIAL STATEMENTS
UNAUDITED

He Commitments and contigencies

On  February 7y 1979y  the  Company and the Austin
Exploration & Mining Corporation (fustin) entered into an
adreement Lo lease from Tombstone levelopment Corp. certain
mineral rights in  various patented and unpatented mines
located in Tombstone, Arizona. The lease provides for o
rayalty of  $920,000 pevr annum ory if Hreatery royalties
ranging from 5% to 204 of mineral recoveries. The lease can
be terminated by the Company on 30 days notice. Royalty
pavments made by the Company durindg 1982 amounted to $45,000
and were expensed.

On March 7y 1279, the Company entered into an agreement
with an affiliate of Austin to exploit the above lease. The
agreement  provided for  the Company and an  affiliate to
acquire an interest in an exploration and development project
related +to the aformentioned lease, and also provided for

Southwest Exploration Associotesy Inc. (Southwest)y an
affiliate of fustine, Lo manage the project. The extent of
the Company’s interest in the project was dependent on  Lthe
Company’s investment. The adgreement of March 1979 provided
for dinvestments by the Company of up to $200,000 Ffor an
interest of up to &0%. The agreement also states thot

additional contributions may be made by the Company and that
the Company’s interest in the proJject shall not be less thon
the percentasge that its capital contribution bears Lo  the
total capital investment in the project.

In fugust 1979¢  the Company assumed complete control of

the project. In 1980 the Company filed o civil complaint
cagainst Austin and  dits affiliotes alleding froudulent
misrepresentations and breach of contracte. Austin  and
affiliates have filed counterclaims denyving the Company’s
allegaotionss claiming an unpaid bill of F45, 000,

mismanagementy variouws acts of retaining voluable minerals
and concentratesy, fraudy breach of agreement, and seekKing
compensatory and punitive domages.

In the opinion of the Companv’s counsel, the Company’s
complaint will most probably result in it obtaining complete
interest in the project andy ot worsty; the defendants may
receive a small interest of 104 or less, which interest would
be paid only upon the recapture by the Company of its capital

Cinvestment.
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TOMBSTONE EXPLORATION, INC.
ANIE AFFILIATED  COMPANY
NOTES TO COMBINED FINANCIAL STATEMENTS
UNAUDITED

Furthery in  the opinion of the Company’s counsel, the
defendants’ claims lack significant merit or exposure exceptl
for the claim of $45,000 which has some possibility of
GUCCERGS Howevery the Company believes that a decision in
favor of the defendants would not result in  any monetary
pavments hy the Company because the latter will be able Lo
offset certain of its expenses adgainst any amount awardede.

The Company leases office space in New York under terms
of a lease expiring November 19, 1983, The lease provides
for annual rentals of $21,:600.

At June 30 1982, the Company had entered into commodity
future production agreements with o refiner that required the
Comapny to deliver precious metals at fixed selling prices
during 19282. N11L contracts in existence at June 30, 1982 wvere
covered on July 19, 1982,

7o Capital stock

Under o stockholders’ adgreementy the Company i
pbligaoted to issue bonus inducement shares at the rate of 250
bonus  inducement shares for each $1,000 of principal amount
of loans made available toy or duaranteed fory the Comapny.
In additiony shares are similiarily issued as an  inducement
to  the holders of such debt for their willingness to permit
the Company to accrue rather than to pay the interest due.
i of June 30y 1982, the Company has issued 1,422,130 shares
under such agreement.,

On July 15, 1981, the Compoany initioted a stock option
plan  providing for the option and sale of up  to 280,000

shares of the Company’s common stock. The period during
which the options may be granted is determined by the Company
but may not exceed five years from date of optione The

option prices will be determined by the Company but will not

be less than fair market value on the date the options are

granted. fe of June 30, 1982, options for 29,472 shares hod
) o

been «Sranted Lo certoin employvees at o price of %1289 per
share. The opltions expire in Octobery, 1987
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TOMERSTONE EXPLORATION LIMITED FARTNERSHIF NUMRBER ONE
NOTES TO FINANCIAL STATEMENT
FOST OFFERING
UNAUDTTED

NOTES

e PRINCIFLES OF PROFORMA. The Froforma Balance Sheet is
preparved  with o minimum and  maximuam  capitalization. The
minimuwm  amount  that the limited partner dis allowed to
contribute so as Lo trigdger the effectiveness of the offering
iw $7%:000 in additional equity. Furthery the limited partner
would  lend $75,000 to the Limited partnervship. The maximum
amount of  the limited partners’ equity is  $900,000. In
additiony the limited partners would also lend  $200,000.
In both the dgeneral partner will be contributing property
valued at $1 for statement purposes.

2¢ PROFERTY. Froperty consists of mining leasehold rights to
the following patented claimsé

Sidneyy South Extension of the Grand Centraly Moonlisght,
Naumked, Grand Centraly Flora Morrisong Contentiony Last
Chance  #2s Bossy and those portions of Sulphuret and West
Side as are defined in Exhibit é.

The property is beind recorded ot nominal valuey $1.

Ae  FPARTNERSHIF EQUITY. The partnership equity consists of
the following amounts contributed by the dgeneral and limited
partners.  Under  both the minimam and maximam  funding,  the
general partner is contributing property valued at $1  as
described in note 2 above. The limited partners oare
contributing an  investment of $75,000 (at the minimum) and
$900,000 (at the maximum) . Under the limited partnership
agreement the deneral partner will have at least o 2/3
interest in the limited partnershipy  and the limited partner
will have o maximum of o 1/3 interest in the limited
partnership.



EXHIBIT 3

MEMEERS OF THE TECHNICAL FANEL OF THE ROARD OF ADVISORS

navIn 0, RARE.

Redistered professional Endineer, frizonay, Californiae Ohioe.

Member AIME, AQA, FAIC.,
Freviously?

Mining Endgineery Arizona Bureauw of Mines.

Lecturer (Solution Mining), Collede of Mines, University of
Arizonn,

Nuclear UWeapons Divisiony Lawrence Livermore Laboratorys
University of California,

Lt Colonely U:8e fArmy.

Received BeSey MeSey Professional ledreey University of
Arizonn,

FETER B. READY.

Member SME, Silver Institutey Int’l Precious Metals Institute.
Freviously?$

Refining Executive, Johnson Matthey, Ltd.

Fresident and o irectory A&lfred He Knidght Laboratories,
Ltd ey (an international quoality assurance and analytical
laboratory for the precious metals industry).

Frocurement Manadger, Refinery FProduction Manoger, PFroduct
Monagery, Handy and Harmon.

R HANS VON MICHAELIS.

Fresidenty, Randol Internationals Ltde (see TET Summary of
Operations Report).

Member of SME-AIME, CIMy Northwest Mining Assoc.y South
African Institute of Mining and Metallurgy.
Freviously$

Manader of Special Projectsy Gulf & Western Natural Resources
Group.

fAassistant Lo the Chairmany Samincorp Ince. (part of o world-
wide mining aond trading company).

fessistant to the Presidenty International Resourcesy Ltde (o
mineral ventures compoany).

Received Ph.lle in Geochemistry from University of Capetown.

IR« STONEY A« WILLIAMS.
Fellow of the Mineralodical Sociely of Americo.

 Member of the Society of Economic Geolodists, the

Mineralodgical Society of Great Britaine and the Japanese
Mineralodical Society.

futhor of over S50 publications on mineralodgy, (some of which
deal specifically with the Tombstone Mining lDistrict).
Freviously$

Mirector of Exploration Researche Fhelps Doddge Corp.

Mineralodist,y Silver Ring Mines.

fpesistant Professory Michidgan Technological University.

Received M8y Michidgan Technolodgical University.

Received Fh.l., University of Arizona.

.



EXHIRIT 4

MEMBERS OF THE FINANCIAL FANEL OF THE ROARD QF ADVISORS

WILLIAM $¢ BRENNEN.

Vice Chairman of the Roard, Edward . Gordon Company, (New
York City s lardest real estate management company) .

Member of the New York State and U.85:. Federal Bars.
Freviouslyt

Fresident and Chairman of the Rooard of Trustees, The
Greenwich Savindgs RBank.

First Deputy Superintendent of Banks of the Stote of New York.

Vice Fresidenty The National Fatent Council.

HOWARD Jeo FPOUUSKA.
NDirvectory Sterling National RBanK.
Freviously?!
Vice Chairmaon of the Roard of Directorsy Bank of New Yorl.
Mirectory, Intermaritime RankK, Genewva.
Chad rman of Folicy Council (national)d, Robert Morris
fissociates.

LAWRENCE TAYLOR.

Financial Consultant.
Freviously:

Founder and first Chaivmany The Nationol Stock Exchange.

Governary New York Mercantile Exchandge.

Created the commodity futures marKet and contracts in silvers
mercuryy platinum and poalladium.

Officer in Chardgey O0ffice of Fatents and Inventions, US Navy.

Technical advisor to the Secretary of the Navy.

An advisor to the President’s Committee on Scientific
Fersonnel.

fictive duty as Lt. Commandery OFffice of Naval Researche



Depreciation and amortization

Depreciation and amortization of property and equipment are
provided on the straight-line method over the following estimated useful

lives:
Years
Mining equipment 3-10
Building 10
Leasehold improvements 3= 35
Equipment 3-5
Equipment under capital lease 15

Leasehold improvements are amortized over the lesser of the
useful life of the asset or term of the lease.

Income taxes

The Company has elected to be taxed under the Subchapter S
provisions of the Internal Revenue Code. As a result, losses incurred
and tax credits generated from inception to December 31, 1981 have been
allocated to the stockholders. If the Subchapter S election had not
been made, the Company would have had operating loss carryforwards ag-
gregating $2,980,791 and investment tax credits aggregating $212,445,
both of which would have expired in the years 1994 through 1996.

Deferred mine development costs

Mine developmental activities consisting of road building,
construction of leaching pads and solution ponds, and removing of
overburden have been deferred and are being amortized over the economic
life of the mine, estimated by the Company to be five years.

Reprocessable material

The reprocessable material, consisting of a Composite Heap
and washplant ore, has been processed but may be subjected to further
processing that will yield additional revenues. It is not practical for
the Company to determine the amount or the timing of revenues that may
be realized and, accordingly, such amounts are not reflected in the
financial statements.

2. Inventories

Inventories at December 31, 1981 consist of the following:

Gold and silver dores $141,132
Work in process = slag 31,795

Work in process = mid-grade ore 138,785

$311,712



' 73. ngitél lease

Equipment under capital lease as of December 31, 1981 consists

of the following:

Mining equipment $476,185
Less accumulated amortization 23,810
$452,375

The following is a schedule of future minimum rental payments

under the capital lease:

Year ending December 31:

1982 $117,449

1983 117,449

1984 117,449

1985 117,449

1986 99,411

Total minimum lease payments 569,207
Less amounts representing

interest 198,092
Present value of minimum

lease payments 371,115

Less current portion 49,914

$321,201

The lease is guaranteed by certain sto

4, Long—term debt

Long=term debt as of December 31, 1981 consists of the following

notes that are collateralized by mining equipment.

~ installments that are past due.

ckholders.

Certain notes have

Interest Monthly - Amount due
Note due rate installment Total Current Long—term
1984 137 $3,942 $105,991 § 51,835 $ 54,156
1984 21% 4,427 102,641 41,328 61,313
1986 17.27% 5,301 183,626 37,087 146,539
1984 21.3% 5,835 144,513 47,343 97,170 .
1984 13.25% 5,175 149,143 73,735 75,408
1982-1984 (a) 13%Z-14.6% 3,016 49,463 32,376 17,087
| §735,377 $283,704  $451,673

(a) = various notes.



Maturities of long-term debt are as follows:

Year ending December 31:
1982 $283,704

1983 247,549
1984 148,313
1985 55,811

$735,377

Notes payable - stockholders and others

The Company is obligated to certain stockholders for notes due
in 1990. Interest is payable at 1% above the prime rate. Interest payable
at December 31, 1981 of $548,877 is reflected in notes payable - stock-
holders because it was subsequently converted to a note payable due in 1990.

Notes payable - other are payable to relatives of certain
stockholders, bear interest at the prime rate and become due in late 1983.

Commitments and contingencies

On February 7, 1979, the Company and the Austin Exploration &
Mining Corporation (Austin) entered into an agreement to lease from Tomb-
stone Development Corp. certain mineral rights in various patented and
unpatented mines located in Tombstone, Arizona. The lease provides for a
royalty of $90,000 per annum or, if greater, royalties ranging from 57% to
20% of mineral recoveries. The lease can be terminated by the Company on 30
days notice. Royalty payments made by the Company during 1981 amounted to
$90,000 and were expensed.

On March 7, 1979, the Company entered into an agreement with an
affiliate of Austin to exploit the above lease. The agreement provided for
the Company and an affiliate to acquire an interest in an exploration and
development project related to the aforementioned lease, and also provided
for Southwest Exploration Associates, Inc. (Southwest), an affiliate of
Austin, to manage the project. The extent of the Company’s interest in the
project was dependent on the Company’s investment. The agreement of March
1979 provided for investments by the Company of up to $200,000 for an in-
terest of up to 60%Z. The agreement also states that additional contribu-
tions may be made by the Company and that the Company’s interest in the
project shall not be less than the percentage that its capital contribution’
bears to the total capital investment in the project.

In August 1979, the Company assumed complete control of the
project. In 1980 the Company filed a civil complaint against Austin and its
affiliates alleging fraudulent misrepresentations and breach of contract.
Austin and affiliates have filed counterclaims denying the Company’s alle-
gations, claiming an unpaid bill of $45,000, mismanagement, various acts of
retaining valuable minerals and concentrates, fraud, breach of agreement,
and seeking compensatory and punitive damages.

In the opinion of the Company’s counsel, the Company’s complaint
will most probably result in it obtaining complete interest in the project
and, at worst, the defendants may receive a small interest of 10% or less,
which interest would be paid only upon the recapture by the Company of its
capital investment. >



S
|
|
|
{
A4

EXHIBRIT &

LIST OF CLATMS INVOLVED IN
TOMESTONE LIMITED FARTMERSHIF NUMBER ONE

Gl I NAME EAT. NG ACREAGE

COMTEMTION a4 2064
GRANT CENTRAL 90 2022
MOONLTGHT 404 QHE0
SOUTH EXTENSION OF GRAND CENTRAL 130 18.68
SYTINEY MINERAL CERT. NO. § 246 13.84
MO LIMRE G 113 B.16
FL.ORA MORRISON 108 1011
LAST CHANCE NO. 2 431 J.24
ROSH HAHE He 3
SULFHURET (pavtion) 46 12:41
WEST ST0E (portiond 83 12:364
TOTAL ACKRES? 128725

1241 acre of the Sulphuret Mining Claim (19129 oacres)
sacribed as follows:

nning ot corner Moo 1y thence South 20 dedrees 14 minutes
Fost for o distance of 30%.58 feet to the corner No. 2y thence
Soputh 58 dedrees 1% minutes West for o distance of 93691 feet to
the  carner Mo.3y  thence North 32 dedrees 195 minutes West for o
giotance of 813.62 feelt to the corner No.4y thence Morth 28
dedrecs 54 minutes  MWest for a distance of 660.66 feel Lo Lhe
corner  Mo. Sy thence Soubth 96 dedreess 2% minutes East  for o
distance of 128909 feet to corner No. 1y the point of bedginning.

Fortion of W

A 12036 acre area of the West Side Mining Claim (2050 ocres)
described s Ffollowsi

Besinning  ab corner No. 2y thence North 43 dedrees 0L minutes
Fost for o distance of 400.00 feel Lo point "4 on the south side
LTiney  thence Morth 446 dedrees 456 minutes West for o distance of
HO4L AR feel Lo point "E" on the north side Llines thence South 43
dedress 1% minutes West for o distance of 899.90 feel Lo corner
Mo &y thence South 446 dedrees 46 minutes East for o distonce of
F00.00 feelt to corner No. Py thence South 46 dedrees 446 minutes
Eost for o distance of 300.00 feet to corner No. 8, thernce Morth
4% dedrees 01 minutes East for o distonce of 49%.920 feel Lo
corner Mo. 2y bhe point of beginnins.



PORTIONS OF CLAMS NOT INCLUDED,

DUE TO NONAMENABILITY TO
OPEN PIT MiniNG.

' " =5°0'

PERIMETER OF
PIT, OCT. 1982

EXHIBIT 6A

MAP OF CLATMS INVOLVED IN
TOMBSTONE LIMITED PARTNERSHIP

NUMBER ONE
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& PBR MINERALS, INC.
PERSONNEL PHONE LIST
NOTE: ALL NUMBERS ARE STRICKLY CONFIDENTIAL AND WILL NOT BE GIVEN OUT

__ MANAGEMENT
WEchissler, Jack ...vveesssedes S AP EEE AP PP ver. 432-5296
Escapule, Dusty 8f« sscsssssnss fﬁ% ............. o . i e o AR 457~3997
BOWYyer, LES .ceeeeeecronnconncss ‘:. .............. e e vreee. 378-6090
~Lindroos, Gary ....ceeceeccccccnn Beseseees RS peesen s «++» =~hone-
““Parker, DON ...eeeeeecenns 2 1 0 U g e o e 1 0 L EE A «... 457-3376

EMPLOYEES

RAcoeKk, CAPLl csvmesrmonsmsnonnssonessenseesss i P e S E e . 457-3920
AMATILla8, TAY cam s apes sae e swess soesanssseesses R R — . 457-3159
( Thadwick, Frank ......ccccceeeecccccccnns 0% Taa R N 5\ B B % eove 457-3760
“Clancy, E4d ...... aB B BREE EEE eSS GanE EaE s G B Eay pesecsnnwy 497=3689

Davis, Eddie ....... ee s bbEdEme R ihs s BEE s S A6 ad g B e ceseses 457-3996
Davis, Scott s.ieevsnas S ese e e B s vime sy s eee sene GDF=347T6
DelLaney, LES ...veeeeeeecoccncns C ¥ emE e oieie § W e v onwymnnene 4D7T—-38L7
DOlphin, GEOYJe .cscceccssssonnsnnssnniessnss g S e e e sy 457=3798
Eaton, Bill ..... §iE e N 6w e e R e e e e 1 e e o B S s ) 9 A B isassee THORE=
Escapule, Dusty Jr. ,...ccccee.. o ) S e N e e eees 457-2291
Graves, JO€ ..ccoceasaas e po g v 6w e e @ 1900 ®) 8 % 8w e e eoes 457-3436
Hargls; Brent .cc.sesisnsssees T P T ..., 458-9378
Harrison, Gary ..... I T Y g T .... 457-3670
JONNSON, DOUYG sevcessccssccssssassncsssanesss ¥ s s ewe e W eoss 457-3188 (msg)
Kested, Steve ...ceceveccocssns I I g P ... 457-2236
’Qamb, BLlLlY weswss b e R T o 5 T e T B TP e g g ) (1019 (o
W.asister, BOb cccsececccconns & @ 5nE @R R 8 PR e e vresses 459-6983
Lindroos, Kevin ccicscsoccsnevens s EER s R R e e Ese s hEe s ame s e THONE=
IOUCaBlY y POEET .uecssvsnrsenssesssenssssssnnnpassacongonass 497-3663
Lytle, Shannof .. wvwoscwosswns s AR AR S AR BEER s sps e EeE d enys s B900 000
Marinez,; OSCAY ssssswssen VeSS S R wws by rewaswes s vanss 207+33186 (mMBgH)
MeBOTRACK, TJON svceovnveronsanmsssssspsgosssssasessssssisnsnse 2904417
Molina, BrneSt cceessssonessons cesssmssraesunspennnnassapeas SDI-3884
Modina; Brank ..cscssessecssess soes s cE B ERE Eae s e tee e eeeo 457-3300 (3919 msqg)
Molina, Michael ...ccecceeee T P §e e e o ¥ e veee. 457-3429
Nuniez, DAVIA ccevosscecronproncossssosnssosssansspmsrssgrnes 4573645
Orth, LiS8 seveersosnanss A reee e resesssesserssansnnenys 297-3458 (3303 msa)
Peterson, Pete ...cvceeecncen 57 16 Tl 15 [ Tl o1 0] B 00 e v i ey oms s ssesy 457=3102
Ramirez, Carolyne .....cceceevesccncanccsscs T T ol o S e S B s 457=3127
peifert, K8 svassvssnsvnne e e e e cooamibesensressaes 497T=3681
Tryon; ROD «cvews e e e Y R R M e e BB 0
Valenzuela, Benji sceveescavscrrssussapsnnnosssvcnsnnssorsere 457-3793
Ward, Earl ....... S AR RO RS RS AR R B EE e D
Willett, Richard s.cssocsconss s O .- veessssese —hone-




TOMBSTONE EXPLORATTION, @0

MEMO

1 December 1983

T0: Dustin Escapule
FR: Gary Lindroos
RE: Job Descriptions

1) LAB SUPERVISOR, Gary Lindroos

Responsible for all assays, Lab supervision, reports and metal-
lurgical testing. Performs occasional AA analysis, fire assays,
and oil analysis. -

2) LAB FOREMAN, John VandenBroeck

Performs AA analysis, occasional fire assay and special testing
as required. Takes over duties of Lab Supervisor during his
absence. Performs light maintenance and repair. On call on

Sundays for sampling and AA analysis.

3) LAB TECHNICIAN (a): Ruth Baird

Records samples received at Lab, performs acid digestion of
samples received for assay of gold, silver and other metals.
Qualified to operate AA. Assists in all areas of lab where

required.

4) LAB TECHNICIAN (b): Sam Smith

Performs fire assay for gold and silver on precipitates, dore'
purity and ore samples. Tests ore from pelletizer for lime and
cyanide content. Assists in sample preparation when required.
Performs AA analysis when required.

5) LAB TECHNICIAN (c): Edward Martinez

Performs sample preparation, samples pad heads and tailings.

Performs maintenance on sample preparation equipment. Fire assays

as required. Performs housekeeping chores. Assists mining division

when sampling trenches in pit. Assists with labor in other divisions
y

as required.




1 Dccember '1983
Job Descriptions

page

II

6) SAMPLE PREP, Jamie Milligan

VA

G
L

G

\ /',/,/ P

Performs sample preparation, samples pad heads and tailings.

Performs maintenance on sample preparation equipment.
housekeeping chores. Is in training to operate AA.
mining division in sampling of trenches in pit.
labor in other divisions as required.

73 s

pE e . R i

. ,;;(:}',"‘_:(;_.'__,,,/" ; fv;n.‘ _..‘.'.T.-'i‘,.,/"
arf’Lindrods
ab Supervisor

L/ckc

Performs
Assists

Assists with



TOMESTONE EXPLORATION, INC.

b pver e

bk FR: Gary Lindroos
él“~ RE: Special Barrel Testins (CH series)
7

FLOW RATE

0. 57 eem

o

Y
E-S
6 N0l

. inirias P
:> Chief Chemist

S

__GlL/cke




TOMBSTONE EXPLORATION, INC.

AZSUIMIO04 MEMO #1

GARY LINDROGS o

RE: COMPOSITE HEAF SAMFLE 5 (FERROUS CHLORIDE LEACH)

SamPle #3  from  the Composite Hear was run with a Ferrous

o Nl ua &

hl

10 0z LEACHED
11 A P
12 S _——

72 houprs

17 head
18 oz leached
19} 7

recovery. o0

22 Tailings assay from cvanide barrel testing wouwld indicate that
23 the head samele mawvw have been inaccurate. I¥ head were actually
24

Tower percent recovery For thi

Bary Lin

28

Test/Lakb
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(:) MEMDO #2/AZSUMP0% . FTE
s Tstin

2 Mid Grade Special Number 3 was run with the followine results:
- (:) SCREEN  SIZE YECREEN  SIZE FIRE AZSAYES ACID DIGEST.
s Resataed b

+ 4" . 004
—-an o+ 1 172" 14.% L 00

P}

A1l assavs were run in trirplicate bv Acid Disestion and Fire

_£:> AGERC T @ Soreenad = AL ?

Garv Lindroos
Lab

1
0
6
o
/2
9
4S
~¥
€
2
u




<:> AZSUMP1Z/MEMO #32

EsCARLLE

oo 0w 5ln 8

(:) "Assay results of mid arade special #4 are as Follows:

A4 B

-1" + 172"
-1/2" + 1/4"

LEEEIEERERIEE R EIEREE R IR

@

nlal 0

i

brovaht to the lab Ffrom the

6NN N

| &

o

Gl./cko

T WW‘\;‘
- = - qln

LT A

WD
- e | e e e

o

fm @2l 9 N ol




Memo #3/AZEUMZ17

.Resu1ts Fram mid arade i camrle #HS are as followss

-4n  +1 1/2 aled
-1 1/2" +1" 20,8
RS A= {5 T

D P

Gary Lindroos
Lak

Gl./cko
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FR: John Vandenﬁrneck
RE: Dore” Furity Comparisons

o o

Al

~ VACLILM

A

1. 667
201
R4

73,40

o ey
Lt bt

4

74. 36

497

S

286,59

Hh.

28
29

30

i FOE/EE to R/LE/ER .2.016
1.979

o4

20.01
29,74

1. Q01

L]

e
1,9%6
o

35

VandenBroeck

52

‘|53




TOMBETONE EXFLORATION, INC.

EMO#S

DUSTIN-ESCAPHEE—
JOHN VANDENEROECK

MID GRADE SFECIAL

J ol & Wl - 0jlo © NJo a slw b =10

ROECE

—11
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TOMEBSTONE EXFLORATION, INC.

RE: MID GRADE SFPECIAL GRAND CENTRAL.

+1" 23,0 L 002 o 24
SR 77.0 2014 1.764




TOMBSTONE EXFLORATION, TNC.

GRADE ZFECIAL - LITTLE J0E

%C'EHT'I‘_‘N T B
A

<:> SAMFLE T.10. ALl (AlK]




MEMO

21 December 1983

TO¢

FR:

TOMBSTONE EXPLORATION, INC.

Dustin Escapule and State of Maine Mining Co.

Gary Lindroos

Testing of Crusher Ore

™ —— ——— e —— —-—-—_—_.———_————_—.———.———-——_—_—

)

W ~

Bottle roll testing of a -3/8'" to +1/8'" s

ore sample. Sample was agitated for two hours.

TIME

10
15
30
45
60
75
90
105
120

Head Assay

Percent Recovery

/
X

min
min
min
min
min
min
min
min
min
min

OUNCES LEACHED

\'/, _}7;:€7 '
o 50

Gary Lindroos

Lab Supervisor for

Tombstone Exploration,

" GL/ckc

Inc.

Au Ag
.008 .43
.04 .49
.016 .54
.018 <59
19 .68
.019 .70
.019 .73
.019 Wy
.022 .76
022 .81
— —A_Ll
.024
91.7

1.02
79.4

AVAILABLE
CN lime
2.1 L. 06
2.0 3.88
2.0 3.96

creen fraction was conducted on crushed
Results are as follows:

13.0

13.0

13.0



/o TOMBSTONE EXFLORATION,

MEMORANTILIM

TO: OUSTIN ESCARULE
PN FROM: GARY LINDROOS, JOHN TEETS
A4 RE: SFECIAL FRECIF ANALYSIS
DATE: AUGUET 1., 1983

INC.

esoss se000 Smte seme Sso et Swe e S9056 Goea S 50400 YR B4800 000 O 4000 9PED 49000 GeD 3040 S0 SRISG B4R BFSED 9095 9D Sere St Fe4n0 04000 RAL B4004 G FPUBD 00009 RSP FB0e S Seme Gmh 44480 (ALE 20000 SR8 B1000 000 $4000 FRD FPee P Eris 92003 HEes 45008 RAeis Sase mes fem ey om0 o oo

e e tassa esea daten sutes seren seeme oses smmte smame caste sostt

7/12/82 B-1,2,3 COMPOSTTE E e 44 E 0,23
7/13/83 B-1,2.3 COMPOSITE ; 2.75 ; Q.20
7)14/83 B-1,2,%2 COMFOZSITE % 2aEl ; 0.22
7/15/82 B-1,2,2 COMPOSITE E 2.25 E 0.1%5
7/17/3% B~1,2,3 COMFOSITE ; epct ; 0.1z

# AFFEARE TO BE DL E.

GARY LINDROOS
LAR SUFERVIZOR

Gl JT/CH

~—

.12

O.14

O.l12

0. 0%

0.014

0,052

O, 007

JOHN TEETS

CHEMIST




\ |
./

TOMBSTONE EXPLORATION, INC.

MEMORANDUM
TO: ° Dustin Escapule
FROM: Gary Lindroos
John Teets
RE: Evaluation of LAKOS SEPARATOR and the KREBS CYCLONE for

seperating slimes.

DATE: June 28, 1983

LAKOS SEPARATOR:

Several runs were made using slimes in the range of 10% solids to 457% solids
and from spproximately 8 mesh to 60 mesh. At above 20% solids, plugging of
lines occurred frequently although on an average 6N% of the solids were re-
moved after diluting the feed slurry to 107% or less. It was estimated to
take 20 to 30 minutes to process or "clean" 55 gallons of slurry to minus

200 mesh and finer.

KREBS CYCLONE:"

Similar runs were made using the same 2 H.P. pumps used for the Lakos
Separator. This unit performed much better. Upwards of 85% of total solids

were removed at a rate of 55 gallons of 25% slurry in 37 seconds. This unit

performed trouble free during all test rums. Re-cycling of the discharged
"clean" effluent was not performed due to the piping installation but in
event, the dischargg,effluent was not sufficiently clean, recycling would

not be time consuming.

DISCUSSION:

The performance of the Krebs Cyclone far exceeded the Lakos Separator with
respect to the unit size tested. It is doubtful if installing these units

in series would be benficial. If the discharge effluent needs further

< iy




.

4

cleaning after one pass, recycling back into the cyclone or perhaps use
of a floculant would clear up the solution sufficiently enough to use

as a spray. American Cyanimid in Tucson has been contacted concerning
various floculants available and they are sending samples for testing

if we desire to proceed in this direction. In one test run using the’
cyclone, a head assay on the solids was 1.32 OPT while the wash solution

assayed at 0.24 OPT. Adding lime and cyanide to the feed slurry would

increase this leachability substantially.

%7%/\3’ ----- -

Gary“Lindroos
Chief Chemist

GL/ch




TOMBSTONE EXPLORATION, INC.

Gary Lindroos
Lab

MEMORANDUM
TO: Jim Jones
FROM: Gary Lindroos
RE: Barrel Testing HC Samples
DATE: March 10, 1983
HC 4 A/B 0-40
Au Ag
" Head .050 2.16
Tailing .030 1.85
% Recovery 40.0 14.3
Soiution Oz Leached CN
Au Ag Au Ag
24 hours .035 .54 .017 27 =l
48 ‘hours .041 .62 .020 «31 1.8
HC #2 + HC 4C
Au Ag
Head .040 1.42
Tailing .028 1.28
% Recovery 30.0 9.9
Solution 0z Leached CN
Au Ag Au Ag
24 hours .020 .24 .010 .12 2.2
48 hours 023 .28 .012 .14 2.0

PH

12
12

PH

12
12



A4

TOMBSTONE EXPLORATION, INC.

Pelletizing Information:

Lime: 10 pounds per ton of ore
NaCN: 3 pounds per ton of solution

s%/w A2
L)

Gary fz;droos
Lab -

cw

MEMORANDUM
TO: Bob Lee
FROM: Gary Lindroos
RE: Sizing Test, Crusher Ore (3/8/83)
DATE: March 10, 1983
Au_ Ag Au_ Ag
Head - 3/4" - 7012 0.98 Head - 1/2" .012 0.98
Tailing - 3/4" .007 0.74 {Tailing - 1/2" .005 0.70
% Recovery' 41.7 24.5 % Recovery 58.3 28.6
Barrel Testing
Solution 0z Leached CN PH
Au Ag Au Ag
3/8/83 - 3/4" .011 48 .005 .24 2.2 12
- 1/2" .014 .56 .007 .28 1.8 12




./

MEMORANDUM

TO®

FROM:

Head
Tailings

% Recovery

LEACHABILITY TESTING (24 Hours)

__3/4"
_1/2"
_3/8"

_1/4"

TOMBSTONE EXPLORATION, INC.
Bob Lee
Gary Lindroos
Sizing'Tests, Crusher Ore
March 7, 1983
-3/4" -1/2" -3/8" -1/4"
Au Ag Au Ag Au Ag Au Ag
.020 [ 1.64 .020 | 1.64 .020 | 1.64 .020 1.64
016 | .92 014 | .84 | .014 | .76 012 | .72
20.0 | 43.9 30.0 | 48.8 30.0 {53.7 40.0 56.1
Solution Assay 0z Leached CN PH
Au Ag Au Ag
.012 .74 .006 +37 2.7 12
.016 1.06 .008 .53 :2.5 12
.019 1,12 .0095 .56 2.6 12
.019 1.19 .0095 .595 2.4 12

Above samples were pelletized using 10 1lbs per ton lime and 3 lbs per ton
sodium cyanide. ‘

Gary Lindroos

Lab

cw




Over the

, -Barrw1'TQSf1Hé chows that bw increasing lime content to 10 pounds
(:) per ton Do S ] e we can maintain a eH Factor of 11 or 1% on the

pads at all times.

cyanide t
snt.oand spae

Froper reasent control of the pad ore and solution in the ponds
wld  wield an averase of at Teast 0.3 ounces silve om each
- : . . e

Fad 3z (mlth épprﬂximate1w LHOOO tons of ore) averasins 'J;
az/ton As  was leached Ffrom 1-3-82 thru 1-7-23 witp revaremma,
methods. A leachability barrel test with it ion S

o A et .

7% hours spravinag time. the effluant remained at 0.5C u;/tnn,

ie  mw opinion that if we h clob ] e thqmggd

o - N

noNOQG




(:) The Following tailines sameles from epads #4 and  #3 werse
pelletized with(additiona] NalM ( 2 pounds per ton) and Tims

A tests

SAMFLE 10 ASEAY FROM FAD ASEAY AFTER 24 HOURE

Q : ALl Al ALl AG

BOWS 7-9 .. 006 48 ... .coa
=OROWES = ; « 004
B S A R &) D1 Rk « D04

e time.

Giary Lindroocs and
John VandenBroeok

Al
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MEMO1Z244. LAE
TOMEZTONE EXPLORATION. INC.

MEMC

cdanuary 24, 1RE4

T Dustin Escapule

From: Gary Lindroos
Fe s Effects of Temperature Durine Cyanidation

"The rate of dissciution of metals in cranide solution increass
with rise in temperature.” (Manuwal of Cvanddation. by Hamiitond.

it

"Under normal temperatures (A0 to 70 desrees F) O.é& parts of zing
dust is  regyired to epreciritate 1 part silver. o lader
tempPeratures (30 to 45 deesrees F) have shown an increasse i 2ino
dust (0.2 to 0.7 parts zinc dust to 1 epart silverd."” Clennell.

In essence fFrom the above statemsnts. the dion  e=chanse durins
cotld  temperatures is_slowed down cauvsing an increase in reasent
copsumetion and a considerable dror in precious metals reocovery,

To  offset the drop in precicus metals recoverwy, due to  reasent
consumPetian in cold weather. The Time and ovanide content are
usually inorased therefore rendering the saolutions at a hisher

cauvstic Tevel increasing  the legachinse effect on base metals

present in  the ore resulting in a lower percentase of dore”
PUrity.

Gary Lindroos

Clab Supervisor

Ciji\

G/ch




g

Impurities have their princieal source in and are traceabds to
the ore  constituents  to comtamination  underercound  and T
secondary  reactions in the treatment at the surface. The Ffirst
(o B Wl i aprder of imeortance. is Irond Fyrite and  Marcasibe
(FefZ) and Frrrohotite where present. are converted into
soluble Ferrous Suolephate (FeSGd). These in turn are precieitated

v the addition of neutralizins llime as hvdrated omides of Trars

btk in the Ferric and Ferrous state. The hydroxide in the

Ferrous state is particolarly soluble in & crvanide salution.

Calocium  is dintroduced in the Fform of Lime (Zald) for the purposs
ot providing a  neutralizing asent. Itse wse results in  Lhe
formation of Calocium Carbopate (CallZ) and of  Calcocium  Suirhate
(Camid) .,

In cvaniding ore containine Copper minerals. it is found that the
Carbonate Owide and Sulrhate minerals particularly are attacked

b cvanide with avidity.

Referenced Cwvanidation and Concentration of Gold and  Silver

Ores. :
Baer o Jdahn VoNG Durer and Frank Bosaugid
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Qe PEFRMOFDL TA
(:) TOMBETONE EXFLORATION. INC.
MEMORENTILIM

T DUSTIN ESCAPULE
FRioMs GERY LINDROOES AND JIHN TEETS
( kE: FARTICLE SIZE AND PRECIOUS METAL DISTRIBUTION OF
FAD TAETLIMGE, ‘
DT JULY 1S, LpER

©eese covem s s e men S3as S4000 sseas seave soas $ame et rtbd HALE S45nd S4i8E S5004 S50 90008 PN Sers Shree 41a0n nend 44400 S44RR FHERE 30000 04008 SR o S e B 4000 000 $00S UMD SPRR FHFYE ST Soees $44nd F4540 04000 S0 NlTS $0000 SR FRED FERER SS90 MRS JHILS LLLLL RALES MBS SHRLY SRREL SRSER RS S e eemie

(UHE FURFOSE OF THIS TESTING PFROGRAM IS TO DETERMINE SIZE
JISTRIBUTION  WITH RELATIVE FRECIOUES METAL VALUES S0 THAT METHODEZ
OF 0 OSIZE BEPARATION  WITH RESFECT  TO ECONOMIC  FRECIOUZ METAL
RECOVERY CAN BE TESTED AND ESTABL ISHEL.

THREE SCREEN TESTS WERE CONDUCTED:

TEST 1 REFRESENTS DISTRIBUTION OF MATERIAL TO BE DISCHARGED FROM
THE  WASH FLANT AZ FINES (+100 MESH) AND SLIMES (100 MEZH)  WITH
+20 MESH MATERIAL ALSO INCLUDED TO SHOW PERCENTAGE DISTRIBUTION
FROM ~1/74 INZH TO -325 MESH.

TEST 2 INCLUDES =172 INCH +1/4 INCH MATERIAL TO  AGAIN  SHOW
SELATED  FERCENTAGE DRISTRIBUTION AND TEST 3 INCLUDEE ALL STZE
ATERIOL  FOUND IN A TAILING SAMFLE TO SHOW  TOTAL  DISTRIBUTION.
ALL  SCREEN SEPARATIONS WERE ASSAYED FOR AG AND AL AND ALL
DISTRIBUTION DATA IS ILLUSTRATED BY GRAFHE FOR ALL TEZTI:N

TEST #i:  SAMPLE SIZE 3.2 LBS. MATERIAL ABOVE 174" NOT INCLUDELD.

SIZE DISTRIBUTION FRECIOUS METAL DISTRIBUTION
HOREEN STZE LES. % A (OFT) ALl

i /4" 420 MESH 175 5. 1 o £ LOL4
0 M R4S M w5 2lad u Cudl L0148

PEM 30 M « 50 15.9 oy 014
—-=0 M +100 M o L& o A | . T0 018
“lO0 M +Z00 M O3 e o 7l L OLE
—Z200 M +325 o o} =l Wm0 L OLE

g M .02 w70 1.00 « Q22

(;fFERRING TO FIGURE 1. THE ARBIVE DATA CLEARLY ILLUSTRATES
"ARTICLE  SIZE A% BEING INVERSELY PROFPORTIONAL TO PRECIOUWE  METAL
CONTENT.  (IN THE RANGE SCREENEDN.)
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TEST #2:  SAMPLE SIZE. %.7 LBS. MATERIAL ABOVE 1/Z" NOT INCLUDEL.

- SIZE DISTRIBUTION FRECIOWS METAL DISTRIBUTION

SLREEN S1ZE LBS. % A (OFT) AL

~1/2" +1/4" ! 0.5 5.1 1.82 W DEO
-1 /4N 420 M 70 72,0 1.04 LOLE
~F0 M o 45 M 1.3 2.5 1.52 W D20

TNAE Mo BO M - 59 & O .52
“E0 Mo+ 100 M @13 i L. 76
~100 M + 200 M 12 1.2 1.a84
~200 M + B25 M « 04 08 2. 20

32T M - 04 0.4 2,32 « 040

AEEAY FRIOR TO SCREENING: AG 1.346 OFT AU 024 OFT.

THIS TEST INCLUDED DISTRIBUTION RESULTS ON MATERIAL —1/2 INCH -+
174 INCH WHICH WAS NOT INCLUDED IN TEST #1.  REFERRING TO FIGURE
=, THE PRECIOUS METAL VALUES FOLLOW SIZE DISTRIBUTION AS IN TEST
#1 EXCEFT A% NOTED FOR THE +1/4" SIZE WHICH ONLY AMOUNTED TO 5%
OF  THE  TOTAL  SAMELE  SCREENED. TEST  #3  WILL  INCLUDE +1/2
(ATERIAL.
(U

TEST #3:  SAMPLE SIZE, 15.7 LBS. ENTIRE SIZE RANGE INCLUDELD.

SIZE DISTRIBUTICON FRECTIOWE METAL DISTRIBUTION
SCREEN S1ZE LBS. % AG (DFT) ALl

+1/2" 4.0 25.4 B3 SOLE
=1 72" +1/4" 3.5 22.3 w bl 012
=L /4" +20 M 4o b 2%, 3 w il 010
-20 M +43 M F.0 19.1 o 7l 01L&
=45 M +20 M A3 2.7 1.00 022
C EO M +100 M O B 1.0 022
~100 M +200 M el ol 1.24 024
~200 M +325 M « QE 13 Lol Q2
BEZE M (NEG. ) - -

g

( BATERIAL SIZE DISTRIBUTION ABOVE 4% MESH TO BE 24% OF THE TOTAL
SAMFLE SCREENED. FRECTOUS METAL VALUES FOLLOW THE ZAME PFATTERN
AEOIN PREVIOUS TESTE.

gf%FERRING TO THE  ARBOVE DATA AND FIGURE =, THIS TEST SHOWZ A
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SLUMMARY ALTHOLIGH  ADDITIONAL SCREENING TESTE ARE NECEZSARY TO
FULLY SUBSTANTIATE THE DATA COMPILED IN THIZ REFORT. IT COULD EE
ASELIMED THAT IF THE SAMPLEEZ TESTED ARE HOMEWHAT MEAR
~REFRESENTATIVE OF THE TAILINGE WITH RESFECT TO MATERIAL ZIZE AND
PRECTIOUE METAL DISTRIBUTION. THE FOLLOWING ZITUATIONS SHOULD  BE
ATDRESSEDS

la A PRECIOUES METAL VALUE LIMIT SHOULD BE ESTABLISHED FRIOR TO
WASHING  THE TAILINGS. AND MATERIAL ABOVE THIS VALUE SHOULD  BE
RETURNED TO  THE PAD FOR RE-SFRAYING. TESTS MAY HAVE TO  BE
CAONDUCTED TG DETERMINE IF A MORE SEVERE METHOD OF  WASHING  THE
SrAILE COULD  BE EMPLOYED TO LOWER FRECIOUS METAL VALUES IN  THE
MATERIAL LARGER THAN 435 MESH.

i IF  THE FINES AND SLIMESZ REFRESENT 10% OR LESS OF THE TOTAL
MATERIAL. CYDLONE OR - CYCLONES  SHOULD  EFFECTIVELY SEFARATE
MATERIAL SUFFICIENTLY TO PERMIT WASH S0OLUTION CARRYING ~13530  MEZH
OR SMALLER FARTICLES TO A SFRAY FONI.

-\
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S | 71 PREGNANT & BARREN
SR — SOLUTION PONDS
) | - IDENTICAL

VOLUME 0OF POND ARR '
WITH 1 FT FREEBOARD A DETAIL A
1.3 MILLION GALLONS (NOT TO SCALE>

“UNIS0 FT

DRAINAGE DITCH

A Nt | ]

............................................

..........................................

oens] CLAY

"1 NATURAL SURFACE
OR IMPORTED FILL

N T 130 FT
R IS DA

W e R
: N Pt AT 0 PP T4 i e e B O T R b R AR T o A NORTH
R A N A B A A A S O S VS A S A e

AL ATAI AR R A X AT AN SCALE’ 1 IN = 80 FT
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TARGET AREAS
CONTENTION OPEN PIT

AREA s ORE

WASTE
1 328,610 1,643,054 _Z
2 384,432 1,537,703 |
3 , 309,523 1,299,000
4 425,955
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