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VERITY & SMITH

1 ATTORNEYS AT LAW

et ; SUITE 902 TRANSAMERICA BUILDING
\ 177 NORTH CHURCH AVENUE

o/ TUCSON, ARIZONA 85701

VICTOR H. VERITY
LEO N. SMITH
JAMES E. MUELLER
JOHN C. LACY

AREA CODE 602
TELEPHONE 622-7446

June 24, 1968

Austral Oil Company Incorporated
c/o Mr, William Lundby
P, O, Box 695

Tombstone, Arizona

Re: Location Work Affidavits
Dear Bill: '

Enclosed are four Affidavits of Performance of Drilling
as Location Work covering the four groups of claims designated
therein, and based upon information you furnished to me by
phone this morning, The original of each Affidavit--which you
will sign and which contains the notary seal--is for recording
in the office of the Cochise County Recorder, According to my
computation, June 27, 1968, is the deadline for recording each
of the four Affidavits,

Also enclosed is an extra conformed copy of each Affidavit
for posting on the ground pursuant to ARS § 27-203, Please note
that I have enclosed two copies of the Affidavit relating to the
Solstice Extension group. One copy should be posted within five
feet of each of the two drill holes as per the statute,

From the information you furnished, I note that the loca-
tion work drilling for the group containing the Misy #3 claim
was done within the boundaries of the Misy #3 claim, Techni~
cally speaking, it might be argued that this drilling should have
been performed on a claim other than the Misy #3 or Misy #4
claim, inasmuch as these two claims were originally located
in August of 1967 and thus the 120-day period for doing drilling
as location work has long since expired. From a practical
standpoint, however, it is my opinion that in the remote event
that anyone should challenge the drilling as location work for
any of the claims within the group, the locators have defensible

“title inasmuch as all steps necessary to completely relocate the

Misy #3 and #4 were performed subsequent to the March 16, 1968,
amendment of these two claims and the locators would be in a
position to assert that the "amendments' were actually relocations,
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. Mr, William Lundby

June 24, 1968
Page 2 .

The same situation exists with respect to the hole drilled
on Misy #1 claim--which claim together with Misy #2 were located
and '"amended' in the same manner as were the Misy #3 & #4,

I call this to your attention in order that if a similar situa-
tion arises in performing drilling as location work on any of the
other claim groups in the area, it would be advisable, if at all
possible, to do the drilling on a claim, the original location of
which has occurred within no more than 120 days prior to the date
of such drilling,

Very truly yours,

LNS/ay
Enclosures
cc: R, J, Dobson w/o enc,
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LEO N. sMITH
JAMES E. MUELLER

JOHN C. LACY : September 2.7, 1968

VERITY & SMITH

ATTORNEYS AT LAW
SUITE 902 TRANSAMERICA BUILDING
177 NORTH CHURCH AVENUE

TUCSON. ARIZONA 85701

VICTOR H. VERITY ’ . AREA CODE 802
TELEPHONE 822-7446

Mr. William Lundby
Austral Oil Company, Inc.
2656 No. Chrysler Avenue
Tucson, Arizona

Re: Tombstone

Dear Bill:

Enclosed are three copies of a Receipt and Release to be
executed by D. L. Escapule and his wife (his wife's signature is
desirable because of the community property aspects). The amount
paid and dates of employment should be inserted and the signatures
should preferably be acknowledged before a notary public. However,
if this is impossible, please obtain the signatures of at least two
witnesses to each signature--other than yourself. If three copies are
executed, this will provide one copy for you, one copy to forward to
Austral and one copy for the Escapules.

Also enclosed are two Applications for Assignment of
Lease.and a letter to E. H. Escapule. While you are in Tombstone,
please obtain the signature of E. H. Escapule at the two places indi-
cated on the back page of each assignment form and return the exe-
cuted Assignments to this office so that we can complete the paperwork
involved.

}
?' truly yours,

S
kth’l%’ ..&Smith

LNS/meg
Enclosures
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March 1, 1063

Mr, R. J. Dcbson

Vice Prezident

Austral Oil Compony Incorporated
2700 Humble Building '
Houston, Texas 77060

Re: Land Status
Tombstone Project

Dear Mr, Dchson:

Pursuant to the request of Mr, Darrell C. Morrow of
Vinson, Elkinz, Weems & Searls, this office has examined
certain rceords in the Bureau of Land Munagemont office and
State Laud Department office {n Phocniz, Arizona, and also
certain records in the oifice of the Recorder of Cochise
County, Arizon2, at Bisbee, Arizona, and, pursuant to in-

- structions from Mr, Morrow, have obiained preliminary title

insurance reports from the Bisbee offices of Southern Arizona
Title and Trust Company and Transamerica Title Insurance
Company relating to the areas and titles as hereinafter
described, As you will recall, when you were in Tucson on
January 2%, 1 furnished to you copies of the MTP plats and
Historical Indexes and also of Mining District Plat Sheets all
of which material pertains to the area examined and all of
w}ﬁich was cbtained from the Bureau of Land Management in
Pheenix, ,

My ezamination covered the féllowing areas, all in
T. 20 8., R. 22 E,, G&SRM, Cochise County, Arizona:

L A . A A ——— A -




Q j “ Section 9 - SE/4
: Section 10 - SV /4
SO Section 15 - NW /4
Section 16 - All
Section 17 - E/2 and E/2 W /2
Section 20 - NE /4
Section 21 - N/2

=

all of which areas are shown on the Sketch Map attached to this
status report. The attached Sketch Map is intended only as a
general graphic representation of land status, is not to scale,
and should not be relied upon except with reference to the

(Q specific comments set forth in this letter.

' FEDERAL MINERALS

(2) Public Domain

'Based upon an exa:nfnation of the rccords in the Arizona
Land Office of the Bureau of Land Management in Phoenix on
January 24, 1268. the folliwng areas (shown in yellow on Sketch
Map): :

CD , : NW/4 SE/4 and Lots 1, 3 and 4 of Section
9 (containing 138. 75 acres); S/2 SW/4 and
Lots 8. 9 and 10 of Section 10 (containing
132, 72 acres); NE/4 NV /4 and Lots 2, 3
and 4 of Secticn 15 (containing 138,15 acres);
NE/4 of Section 20 {conti:ining 160 acres).
and N/2 of Section 21 (containing 320 acres), .
allinT. 20S., R, 22 E,, G&SRM.

were, as of January 24, 1968, public domain and open to entry
under the mining laws subject to the following:

O

1. Any valid unpatented mining claims staked within
the area - an opinion as to the title and validity of
such claims cannot be based upon BL.M. State of
Arizona or Cochise County records. but can only be
<f> - ascertained from a thorough field examination by a
< person qualified by training and experience to con-
duct such examinations, LHE

@
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2. Right of Way for construction and maintenance of
a railroad issued to the New Mexico & Arizona Rail-
road under Serial No, 086526 across portions of

Sections 9, 10, and 20 pursuant to the Act of March 3,
1875, as amended,

3. Rights of Taylor Grazing Act lessees to reimburse-
ment for grazing improvements,

4. Rights of Way, if any, acquired for road purposes
by public uzer, : . -

~ (b) Minerals Reserved to United States

The January 24, 1968, examination revealed that the area

shown in blue on the attached Sketch Map consisting of:

E/2 W[2, S/2 SE/4, SW/4 NE/4 and Lots
1, 2, 3, 4 and 5 of Section 17, T, 20 S., R.
22 E,, G&SRM, (containing 453, 41 acres)

was conveyed to the State of Arizona under the Section 8 exchange
provisions of the Taylor Grazing Act (43 USCA § 315 [g]) on

January 24, 1941, which patent contains the following reservation:

Reserving, also, to the United States all minerals
in the lands so granted, together with the right to pros-
pect for, mine and remove the same, as authorized by

the provisions of said Section 8, as amended as afore-
said, _

The applicable portions of the statute provide that:

..« « any person who prospects for or acquires the
right to mine and remove the reserved mineral deposits -
may enter and occupy so much of the surface as may be
required for all purposes incident to the prospecting for,
mining and removal of the minerals therefrom, and may
mine and remove such minerals, upon payment to the owner

of the surface for damages caused to the land and improve-
ments thereon,

It should be pointed out that the Taylor Grazing Act (unlike the

Stock- Raising Homestead Act) does not limit the surface owner to a

- 9w
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particular type of damage under a Section 8 exchange, As of

January 24, 1988, the reserved minerals were open to location
under the mining laws subject to the following:

1. Any valid unpatented mining claime staked within
the area - an opinion as to the title and validity of
such claims cannot be based upon BLM, State of
Arizona or Cochise County records, but can only be
ascertained from a thorough field examination by a
person qualified by training and experience to conduct
such examinations,

2, Right of Way for construction and maintenance of
a railroad issued to the New Mexico & Arizona Rail-
road under Serial No, 086526 acrocss portions of
Section 17 pursuant to the Act of March 3, 1875, as
amended, ‘

3. State of Arizona Grazing Leace issued to Harold O,
Love et al,, 1900 First National Bank Building, Detroit,
Michigan, for a period expiring February 18, 1976, In
the event of any mining operations, compensation would
have to be made to the State of Arizona and its lessees
for any surface damage,

4, Rights of Way, if any, acquired for rcad purposes
by public user, :

STATE OF ARIZONA MINERALS

The examination révealed that the State of Arizona's title
attached to the following (shown in green oa Sketch Map):

Lots 1 through 14, NE /4 SW/4 and §/2 SW/4

of Sec. 16, T. 208S,, R, 22 E., G&SRM,
(containing 450, 33 acres)

upon the filing of the official survey with the General Land Office
on April 5, 1806, subject to the proviso that the state did not
acquire title to any of such lands known to be mineral on that
date. The state's title, under the applicable legislation, vested
upon the filing of the survey and no patent has been issued to the
State of Arizona by the United States. As will be noted on the
MTP plat furnished to you on January 27, certain portions of
Section 16 were patented under the mining laws prior to state's
acquisition of title. In addition, a U.S. Mineral Survey of the

-
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F ranklin unpatented lode mining claim is of record in the office
of the Burcau of Land AvIanarfc'nent the State of Arizona does not
‘claim ownership to the area cncompassed within the Franklin
unpatented claim, as surveyed, :

(a) State of Arizona Mineral Leases

The State of Arizona issued Mineral Lease No. 2990 encom-
passing State of Arizona land in the E/2 of Lot 1 (19, 00 acres)
and Mineral Lease No, 2491 encompassing State of Arizona land

in the /2 of Lot 1 (11, 35 acres) to E, H, Escapule, both of which

Izases were dated December 1, 1966, Subjcct to compliance with
the provisions cof the said Leases, the Leases were issued for
terms of 20 years and contain preferential rights of renewal there-
after, The annual reatal payments in the amount of 315, 00 per
Lease were timely paid on or before December 1, 1967, Section -
27-235 of Arizona Revised Statutes specifies that every mineral
lease of state lands chall provide for

The performance of annu2l labor . . . and for
furnicshing proof thereof to the commissioner.

Failure to comply with this requirement can result in the commis-
sioner giving written notice of default and failure to cure the :
default within a stated period of not less than 30 days can result

in forfeiture of the lecase, As of January 24, 1968, there had been
no preof of labor furnished to the commissioner for the lease year
ending in 1967, As a practical matter the commigsioner will not
issue a notice of defoult as long as rental and royalty payments

are current unless such default is urged by a third party.

On February 5, 1968, this office forwarded to the State Land

Department applications for assignment of Mineral Lease Nos,

2990 and 2991 to Austral Qil Company Incorporated, After my
January 24th examination of the State Land Department records

and prior to February 5, 1968, the State Land Department dis-
covered that the two Lease property descriptions contained
erroncous recitals of acreage. Accordingly the State Land
Department forwarded supplemental descriptions to E, H, Escapule
with instructions that they be attached to the originals of the Leases,
Upon being advised of this fact and of the fact that the assignments
could not be completed until the supplemental descriptions were
attached to the originals of the Leases, I sent Mr. Escapule a letter .
asking him to retum the supplemental descriptions to this office.
_As of the present date I have not yet received the supplemental

descriptions,

(b) State of Arizona Prospecting Permit

The Stéfeiof Arizona issued Mineral Prospecting Permit
No, 11945 to ¥/, W, Grace on January 31, 1968, for a period of




™™ : * In my opinion the Austral Oil Company Incorporated, upon
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J one year with the right to renew at yearly intervals thereafter for
four additional years upon compliance with the obligations of the
Permit. On February 5, 1968, this office forwarded to the State
Land Department an application for assignment of the Permit to L

. Austral Oil Company. Incorporated, This application is presently
being processed, Prospecting Permit No, 11945 covers the

following: '

Lots 2 through 14, NE/4 SW/4 and S/2 -
SW /4 of Section 16, T. 208S., R. 22 E.,

G&SRM : 5

Although Permit No, 11945 recites that it encompasses 419, 98
scres, the State Land Department tract books indicate that the State
of Arizona claims 419, 99 acres within this area subject to Permit
No. 11945, This latter figure is probably inaccurate inasmuch as
the 419, 98 acreage figure conforms with the lot acreage descrip-
_tions in the MTP plats at the Bureau of Land Management. To
completely and accurately verify this minor discrepancy in acreage
would require examination and evaluation (preferably by an engineer)
of the Genersl Land Office survey plat and of the various mineral
survey ficld notes of the surveyed mining claims, all or portions
of which lie within Section 16,

/ completion of assignments to it of the above described Mineral
Leases and Prospecting Permit, will be the holder of all rights
granted thereunder by the State of Arizona subject to the following:

1. Rights, if any, that canbe established under
unpatented mining claims located prior to April

-5, 1906, and on which claims valuable mineral
discoveries can be proven to have existed prior
to that dute.

2. Right of Way for construction and maintenance of
a railroad issued to the New Mexico & Arizona Rail-
road under Serial No. 086526 across portions of
Section 16 pursuant to the Act of March 3, 1875, as
amended, v ] '

+3,. State of Arizona Grazing Lease iscued to
- "Harold O. Love et al., 1900 First National Bank
Building, Detroit. Michigan, for a period expiring
February 18, 1976. T e :
In connection with any third-party rights in unpatented mining
claims located prior to April 5, 1906, I am informed that Mr. E. B.
Escapule has observed no evidences of any rights asserted to such
claims other than the Franklin claim (to which the State of Arizona

Bl
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asserts no title), -

PATENTED LODE MINING CLAIMS

Except as specifically set forth below, this office made
no attempt to establish ownership to the surface or minerals
within the boundaries of the lode miring claims which have

‘been the subject of U.S. Mineral Surveys within the area

examined (which claims are shown in pink on the Sketch Map).,
Of these claims. all but the Blue Jacket claim in Section 10
and-the Necessity (Perrenoud) in Section 9 are patented claims.

Some preliminary title work was dene in the office of the
Recorder of Cochise County, Arizona, on certain claims
involved in pending negotiations, However, because of time
limitations we were instructed by Mr, Morrow to order title
insurance and obtain preliminary title reports on the claims
involved In the pending agreements, '

(a) Brother Jonathan, Triple Ex, Maine. Sunset and Lowell
Patented Lode Mining Claims,” :

Attached to this letter is a copy of a preliminary report
issued by Southern Arizona Title and Trust Company under
their Order No. 13542 indicating that, upon compliance with
the requirements listed on page 2 of the report, record title

~ would be vested in Charles B. Escapule and Louis W. Escapule,

subject to the exceptions. encumbrances and reservations ;
specifically listed in the report. As you will note. the require-
ments relate to evidence of marital status and to a conveyance
of the Sunset claim from Ernest B, Escapule et ux to Charles
B. and Louis W, Escapule, !

(b) May Patented Lode Mining Claims,

Attached to this letter is a copy of a preliminary report
issued by Southern Arizona Title and Trust Company under
their Order No. 13541, indicating record title was vested in
Charles B, Escapule and Louis Escapule subject to the excep-
tions, encumbrances and reservations specifically listed in
the report. For title insurance purposes, the title company
has indicated a requirement concerning the marital status of
Ernest B. Escapule as set forth on the second page thereof,

(c) Chance Patented Lode Mining Claim.

Attached hereto is a preliminary report prepared by

Transamerica Title Insurance Company indicating that on
‘January 30, 1968, title to the Chance claim was vested in

-
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Jeanne M. Devere and Burton J. Devere subject to the itemo
set forth in Parts One and Two of the report.

Subsequent to the issuance of the preliminary report and

~ at the time of execution of the Mining Lecase and Option Agree-

ment between Austral and W, W, Grace et ux,, et al,, there
was recorded in the office of the Recorder of Cochise County.
Arizona, an Agreement between Jeannz M, Devere and Burton
J. Devere as sellers and T.J. Colvin, an unmarried man. as
buyer. whereunder Colvin kas agreed to purchase the Chance
mining claim on the terms and conditions as set forth therein,
I have instructed Transamerica Title Insurance Company to

- issue an amended preliminary title report insuring Austral's

interest, as obtained under the above described Mining Lease
and Option Agreement. As will be noted on the attached pre-
Hminary report, there is an Agreement between Wallace E.
Main and the Deveres of record in the office of the Recorder

of Cochise County granting to Main an option to purchase the
Chance claim, Transamerica Title Insurance Company fur-
rished me a copy of what is purported to be a cancellation and
release of the Main~Devere Option Agreement, However, the
document is not in a recordable form and it will be necessary to

obtain a recordable cancellation and have the same placed of
record fo extinguich any apparent record interest of Wallace E.

Mein,

(d) Other Patented Mining Cleims.

As stated above, no a2itempt was made by this office to
determine ownerships in and to other patented mining claims
situbted within the examination area,

UNPATENTED MINING CLAIMS

An examination was conducted in the office of the Recorder
of Cochise County, Arizona, by this office on January 31, 1988,
and the results are set forth as fol}ows:

(2) Amy Nos, 1-18,

Exhibit A to the February 2, 1968, Mining Lease and Option
Agreement between Austral Oil Company Incorporated and W, W,
Crace et ux., et al,, recites that T. G. Colvin located 18 fed-
eral lode mining claims designated as the Amy Nos.” 1-18 on
January 1, 1968, and that such claims were situated in Sections
202nd 21, T, 20S,, R, 22 E, As of the date that this office

-examined the records in the office of the Recorder of Cochise

County, location notices had not been recorded for this group of

claims and no opinion is expressed as to the sufficiency of the

-8-
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location notices. - As an item of {nterest, however, it was ncted
that locatisn notices for 18 Amy lode mining claims were placed

. of record on September 7, 1967, which claims were located by
~W. W, Grace. The notices foiled to especify the date on which

the claims were located other than that they were located in
September, 1067, The location notices each recited that loca-
tion work 'to be done by drilling. "' No affidavitc of performance
of location work by drilling had been placed of record as of
January 51, 1968, for the 18 Amy claims located by Grace.

() FoxNosz, 1, 2 and 3 (1950 locations),

-E, B, E=zcapule (2/3) and ¥. H. Escapule {(1/3) located
threc federal lede mining claims designated as the Foixx Nos, 1.
2 and 3 onJuly 1, 1050, the location notices of which were
timely recorded at Docket 42, pages 292-394, The location
notices of the threa claims recite that the claims are cach 1500
fect by 600 feet and the notices ere in good order. The location
notices do 1ot corilain a description as to the position of the
claims by legal subdivision but do tie the three claims into
adjoining pateated claims, Under a Quitelaim dated October 16,
1966, and rcecorded at Docket 447, page 285, B, B. Escapule
et usx, quitclaimed their interest in the Frx Nos, 1-3 claims to
E. H, Eszcapule, and the reccord title was vested in E. H,
Escapule as of January 31, 1968, subject to the comments in
subparagraph (j) below,

(c) Fox #1, £2 and £#3 (1956 locations).

E. B. and E, H, Escapule located three claims desig-
nated as Fox #1, #2 and #3 on September 12, 1966, The location
notices of the claims recite that the claims are located on
"state lands only.'" The location notices were timely recorded
at Docket 436, pages 406-411, The notices deseribed claims
1, 320 feet by 680 feet, It is not completely clear from the
location notices as to whether the claims were located in Section
16 or Section 17. although it appears that tha locations were
intended to cover areas in the NE /4 of Section 17, If this is
true, the claims are an invalid attempt to acquire state mining
claims inasmuch as the minerals underlying the NE/4 of Section
17 are reserved to the United States as pointed out ebove, For
these reasons it is my opinion that Austral acquired no rights
with respect to the Fox #1, #2 and #3 claims,

(d) Fox #4 through Fox #10.

E. B, Escapule’and E, H, Escapule located seven claims
designated as Fox #4 through #10 on November 1, 1967. the
locaticn notices of which were timely recorded at Docket 508.
pages 453-466, The location notices recite that the claims are

= B =
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gituated in the 172/4 and in the WV /4 V74 of Scetion 17,
T, 20S,. R. 22 &£, The location rotice for Fox #7 is incon-

- sistent in that the length of the claim is recited as 1300 feet
- but the metes and bounds description of the cluim indicates

an intent to claim 1320 feet,

Three major defects are apparent on the face of the
location notices:

(1) E=ach of the location notices recite that the locators
are claiming 660 fect in width (330 on each side of the
point at which the notice Is posted), Obviously, the
claims are invalid as to areas claimed in excess of 300
feet in width on each side of the point on which the loca-
tion notice was posted, Thic would result in a strip
of open ground €0 feet in width between the claims, It
it my understanding that thic situation has been brought
to the atiention of the locaters and that steps have either
already bzen token to correct this defect and cover the
opan ground or that such action will be taken in the near
futpre,

(2) Each of the location notices recites that the
location monument is situated on the end line, In ab-
sence of a very aceurate survey, such 2 manner of
posting could easily result in failure to post the location
notice within the claim boundaries.

(3) The location notices for the Fox #9 and #10 claims i
purport to cover the same ground -- being the N/2 17w /4
SW/4 of Scction 17, This latter area is not contizuous
with the areas covered by the Fox #4 through #8 claims,

Record title as of January 31, 1963, was vested in E, B. and

E, H. Escapule subject to the for2going and to the comments
contained in subparagraph (j) below. The first year for which
annual labor must be performed on the claims will be the assess-
;negéé/gear commencing September 1, 1963, and ending September

(e) Fcx #11 through Fox #1090,

Exhibit A to the February 2, 1968, Mining Lesse and Option
Agreement between Austral Oil Company Incorporated and E, B.
Escapule et ux,, et al., recites that E, H, Escapule located
nine unpatented claims designated ds Fox #11 through #19 on
Jenuary 25, 1068, a4d that such claims were situated in Section
17, T. 20 S., R. 22 E. As of the January 31, 1968, examination,
the location notices for thess claims had not been recorded and
no opinion is expressed as to the sufficiency of the location
notices, '

-1~




@

Y

(£) Misy #1 through #

E, B. and E, H, Escapule located four claims designated
ac Misy #1 through Misy #4 on August 28, 1967, the location
notices cf which were timely recorded at Docket 508, pages
445-452, The location notices recite that these claims are
situated in the SW/4 SW/4 of Section 10 and the NW/4 NW/4 of
Section 15, T, 20 S,, R, 22 E. Reference is made in the
location nctice of the Misy #3 claim to the fact that the claim
is intended to cover the "SW 1/2" SW/4 SW/4 of Section 10, The
portion of the description in quotes was obviously meant to be to
the W/2 instead of SW/2, A similar reference to the "'SE 112"

in the Misy #4 location notice is an cbviously erroneous reference
to the E/2, One additional major dafect exists in each of the loca-
tion notices--each of the loeation notices recites that the claims
are intended to cover an area 660 feet in width (330 feet in width

- on each side of the point at which the location notice was posted),

The comments in subparagraph (d) (1) above apply also to the

four Misy claims, Record tiile on January 31, 1968, was vested
in E, B, and E, H, Escapule subject to the foregoing and to the
comments contained in subparagraph (j) below., The first year for
which annual labor must be performed on the claims is the assess-
ment year which began September 1, 1967, and which will end
September 1, 1968,

(g) SOLSTICE #1 throush #8

. .E. B, and E, H, Escapule located eight claims designated as
SOLSTICE #1 through #8. Each of the notices contains a discrep-

~ancy as to the date of location in that they recite a location date

of August 28, 1967, and 2lso recite that the location notices were
posted on the ground on August 9, 1957, The date on which any
rights were acquired by virtue of the location would be the date

of actual posting on the ground regardless of the dates recited in
the notice (but in no event would any rights arise prior to August
9, 1967), The location notices were timely recorded at Docket
508, pages 429-444 and the location notices recite that the claims
are situated in the SE/4 of Section 9, T. 20 S, » R. 22 E, Each

of the location notices recites that the claims are 660 feet in
width (330 feet on each side of the point at which the location
notice was posted), The comments in subparagraph (d) (1) above
apply also to each of the eight SOLTICE claims, Record title

to each of the claims as of January 31, 1968, was vested in

E. B, and E, H, Escapule subject to the foregoing and to the
comments contained in subparagraph (j) below, The first year for
which annual labor must be performed on the claims is the assess-
ment year which began September 1, 1967, and which will end

September 1, 1968,
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(h) Z.B. #1, #2 and #3

D. L. Escapule located three claims on October 15, 1967,

‘ designated as the Z, B, #1, #2 and #3 claims, Location notices

for the three claims were timely recorded at Docket 509, pages
7-9, and the location notices recite that the claims are situated
in the W/2 SE/4 of Section 17, T, 20S,, R. 22 E. Each of the
location notices contains gross errors in the metes and bounds
descriptions but each indicates the intent to locate claims 1320

feet by 660 feet, None of the claims contain a description of the

point of posting of the location notices as required under federal
and State of Arizona statutes. Inasmuch as each of the claims

is overwidth, the comments contained in subparagraph (d) (1)
above apply, However, it cannot be determined from the location

notices a8 to how much open ground exists on each side of each

‘claim. Record title as of January 31, 1968, was vested in

D. L. Escapule subject to the foregoing and to the comments
contained in subparasraph (j) below. The first year for which -
annual labor must be performed on the claims will be the assess-
ment year commencing September 1, 1968, and ending September
1, 1969,. ‘

() ERNEST EDWARD #1, #£2 and 23

. Harold E. Davis (H, E. Davis) located three claims on
October 15, 1967, designated as the ERNEST EDWARD #£1, #2
and #3 claims, The location notices were timely recorded at
Docket 507, pages 150-152, and the notices recite that the claims
are situated in the E/2 SE/4 of Section 17, T. 20S., R, 22 E.
Each of the location notices recites that the claims are intended

~ to cover an area 660 feet in width (330 feet on each side of the

point at which the location rotice was posted). The comments in
subparagraph (d) (1) above apply also to the three ERNEST EDWARD
claims, Each of the notices also recite that the location monu-
ment was situated on an end line and the comments in subparagraph
(d) (2) above apply also. As of January 31, 1988, record title

was vested in H. E. Davis subject to the foregoing and to the
comments contained in subparagraph (j) below. The first year for
which annual labor must be performed on the claims will be the
asgessment year commencing September 1, 1968, and ending

- September 1, 1969,

(j) General Comments

} (1) In view of the numéerous discrepancies and errors con-
tained in the location notices, it is essential that amendments

or relocations be made of all claims (with the possible exception
Qf the 1950 Fox Nos. 1, 2 and 3).

(2) Because of thé fact that patented mining claims cut across .




arcas covered by many of the foresoing unpafented mining claims
and since it 18 essential to the volidity of an vupatented mining
claim that the lecation notice and locaotion monument be posted

on ground open for location, an accurate survey chould be made
in order to establish that the point of posting of the location
notices on the foregoing claims or any amendments or rclocaticns
thereof {s on ground open to entry. :

(3) The only vonaiented mining claims listed above for
which annual assessmant work was required for the assessment
year ending Sentember 1, 1567, were the 1950 Foux ITos, 1-8,

No attempt has bzen made to check assessment work for each
year since the date of location of these claims, Enclosed under
separate cover with the lecation notices 13 a copy of an Aflidavit
of Labor Pericrmed and Improvements Made filed by E. H,
Escapule for the three Fox cleims for the assessment year ending

- September 1, 1867, The Affidavit wos timely filed, however,

the Afiidavit describes nelther the work periormed nor the amount
expanded In such performance and it io doubilul that the Affidavit
would constitule evea prima facie evidence thzt proper work was
performed if the worl were challensoed by a third party asserting
forfeiture, For this reason, it would be my recommmendation

that a sworn statement be obieined from M, E. H, Egcapule

describing the work performsad and the amount cupended,

(4) The opinions expressed in this letter pertain solely to
the record title as it exzisted on January 31, 19863, Cther questions
concerning the validity or lack thereof of each of the claims can

oily be ascertained through a thorough examination conducted on the

ground by a pereon experienced in conducting such field exami-
nations, Factors uron which the validity of the claims depend
include determination of whether the claims are properly monu-
mented in the fizld, evidence of performance of proper location
work, and whether or not a discovery of valuable mineral in
place has been made within the boundaries of each of the claims,
In addition, such an exzamination is nzcessary to asceriain the
exisience ¢k noncxistence of prior valid unpatented mining claims
in conflict with the claims sect forth above.

Under separate cover I am forwarding to you copics of the
location notices for the unpatented claims discussed above, Copies
were not obtained of the location notices of the 18 Amy claims
nor of the Fox #11 through #19 claims inasmuch as location
notices for such claims were not of record at the time of our
examination. Copics of the Fox Wos. 1, 2 and 3 were illegible
and also were not obtained.

.- 1‘-\"‘, -




If you have further questions or if you desire further
clarifications of any of the 2hove comments, please do not
* hesitate to contact this office, '

VERITY & SMITH

By,

: Teo N, Smitn
LNS:1h

" ¢c: Mr, Darrell C., Morrow

-14 -




SKETCH MAP - TO ACCOMPANY LAND STATUS REPORT

Cochise County__Arizona
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Mining Claims as shown on MTP plat (private mineral & surface)
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Not to scale - Locations of patented mining claims are only approximate.
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L/' PROJECT CONSULTING

ROBERT B. HICKS
50Y FREMONT LANE
SOUTH PASADENA, CALIFORNIA 91030

July 20, 1973

(213) 799-.0338

Gentry, Moiinl'y & Unrowes

Mr. Robert A. Hewlett
Gentry, McNulty & Borowiec

Attorneys at Law
P. O. Box 87

L

{

P

Dear Mr. Hewlett:

) Copper Queen Plaza v
Bisbee, Arizona 85603

RECEN L

JUL 28 1973
BISBEE, ARIZONA

Subject: Tombstone Development Company

After reviewing the proposed Lease Agreement and your letter of
July 5, 1973, we have comments to make as follows:

1. Page 1, Para. 1: Change as follows:

P nl,

PURPOSE: This lease is made for the sole pur-

pose of examining, searching and testing for
opening and operating mines of, and extracting,
producing, treating, selling ané shipping any and
all minerals contained therein. Lessor also
leases to Lessee, the necessary rights of way,
easements and water-rights, in connection with
the leased claims, so as to facilitate exploration
and development thereof. "

2. Page 1, Para. 3: We would like to add the provisions that:

(a)

- » (b)

3. Page 2:

TDC will specify in the agreement the bank in
which to deposit royalty payments.

Stockpiling of ore to be limited to a maximum of
six months of production.

The royalties to be as follows:



) 4
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Mr. Robert A. Hewlett July 20, 1973
Re: Tombstone Development Co. page two
(a) For all minerals and other products, except for

gold, the royalty is to be according to the follow=
ing schedule:

Spot Silver Price In

Wall Street Journal - Gross Value of Ore — $ Per Ton

Per Ounce ‘ Over $50
(Handy & Handy) 0-$10 $10-$20 $20-$30 $30-$40 $40-$50

Up to $2. 50 6% 8% 10% 12% 15% 20%
$2.50 to $3. 00 % 9 1/3% 11 2/3% 14% 17 1/2% 23 1/3%
$3. 00 to $4. 00 8% 10 2/3% 13 1/3% 16% 20% 26 2/3%
$4. 00 to $5. 00 9% 12% 15% 18% 22 1/2% 30%
Over $5. 00 10% 13 1/3% 16 2/3% 20% 25% 33 1/3%

The royalty percentage as applied to silver will also apply to all other mineral
and will be based on all monies received or the market value of all ore, metals
or minerals, geothermal steam, water or other materials removed from the

property.

The royalty schedule for gold will be a minimum of 10% and will increase ap-
portionately according to the above schedule. For example, if the price of
silver is below $2.50 and the gross value of the ore mined is less than $10. 00,
royalty would be 10% and if the value of the ore increases to $30 or $40 per ton
the royalty would be 20%. .

4, Page 2, Para. (b): Insert ''per month' after $2,500. 00.

5. Page 2, Para. (c)(a): Insert words: ''mo later than 6 months after
the lease is signed'' there shall be....

6. Page 4, Para. 7: After the first sentence, insert words: 'In
addition to the foregoing Lessee shall pay all other taxes imposed
by reason of Lessee's operation and improvements upon the
property.' There should also be a provision for pro rata pay-
ment of taxes and for Lessee to pay before taxes are delinquent.
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Mr. Robert A. Hewlett July 20, 1973
Re: Tombstone Development Co. page three
7. Page 4, Para. 8: Add the following: "Except for approximately

2 acres leased to the United States Department of Agriculture for
surface use and except to the extent the United States Government
@ holds title to unpatented claims. "

8. Page 5, Para. 10: Delete words '"and convenient' in 4th line;
and re-write next two lines as follows: ''At the termination here-
of, Lessee may remove all personal property, machinery, tools,
appliances, and buildings placed and constructed upon said lease: ..

"

(D 9. Page 6, Para. 14: Delete in its entirety. While we have no
. objection to the right of first refusal, there must be more explicit
provisions for providing satisfactory collateral, guarantees, etc.

10. Page 6, Para. 15: Delete in its entirety.

11. Page 7, Para. 16: Add: 'Lessee can terminate the lease for
(1) non-payment of taxes, minimum royalties, and royalties;
(2) non-performance of assessment work.

12. Page 7, Para. 17: Add that liability insurance should be for both

™ Y'personal and property'’, and the amount should be increased to
$2,000,000. 00.

13. Assessment Work on the 18 unpatented claims must be in progress
by August 1, 1973 and completed by August 15, 1973, in order for
TDC to complete the work by the end of the month if no agreement
is reached.

Enclosed is a Xerox copy of your draft on which most of the changes have
been marked.

Also enclosed is a copy of an exhibit listing the unpatented maining claims
('\/ with the date and book, and page number on which the recording was made
bl -at the Court House in Bisbee.

Sincerely yours,

€ ) RBH/dw Robert B. Hicks ‘}
Encl:
(Dictated but not read)

(See next page)
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Mr. Robert A, Hewlett July 20, 1973
Re: Tombstone Development Co. page four

P.S. The above comments are my understanding of the points raised
by Frank Gallup, John Niedfelt and Bill Hight in Grand Island, Nebraska,

in a telephone conversation. - R% H »
[ 4

R. B. Hicks

cc: Messrs.
J., Bruce Stevenson

Stevenson Bishop McCredie, Inc.
122 East 42nd Street
Suite 4907

New York, New York 10017

Dennis Keeley, Esq.
Macdonald, Halsted & Laybourne
1200 Wilshire Boulevard
Los Angeles, California 90017

William B. Hight
P. O. Box 1445
Grand Island, Nebraska 68801
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LEASE AGREEMENT

e e e e

, 1973, by and between

THIS AGREEMENT, dated this day of

TOMBSTONE DEVELOPMENT COMPANY, an Arizona Corporation, hereinafter referred to as

"Lessor" and 1971 MINERALS LIMITED, a New Jersey limited partnership, hereinafter re-

ferred to as 'Lessee'.
RECITALS

Lessors are the owners of a certain group of patented and unpatented lode
mining claims: referred to herein as '"Leased Claims ,;' all of which are situated in
Cochise County, Arizona, Mineral Surveys numbers of which, and the book and page of
the recording in the offi.ce. of the Recorder of Cochise County, Arizona, are more parti-
cularly described in Appendix "A" attached hereto.

Lessee desires to obtain from Lessors a mining lease covering the leased Claims,
described in Appendix "A", and Lessorg desire to grant to Lessee such mining lease, on
the terms hereinafte:.: set forth:

NOW, THEREFORE, in consideration of the mutual covenants and agreements of t:hel
parties herein, and other valuable consideration, lLessor hereby leases to Lessee for

the term and purposes hereafter mentioned, all that certain land referred to herein as

the "Leased Claims."

a5 1, PURPOSE: This lease is made for the sole purpose of examining, searching

and t/esting for opening and operating mines of, and extracting, producing, treating,

selling and shipping any and all minerals contained therein. Lessor also leases to
e@m of way, easemnts/(‘water-rights,mmm-

WWemﬂnﬁhefétﬁTqudﬁw in connection with

Lesse

_ the leased claims, so as to facilitate exploration and development thereof .

2, TERM: The term of this l‘eaae shall be for the initial ﬁeriod of ten (10)
years from the date hereof, and as long thereafter as valuable mineral is -ptoduced from
said land in commercial quantities and so long as royalties are paid to Lessors, pro-
vided, however, that all of the terms and conditions hereof are fully met and that this
lease has not been terminated pursuant to any clause hereof .

3. ROYALTIES Royalt:ies are to be paid to Lessor on all minerals mined ftom
the leased claims, as a percentage of their market value after being reduced to a mar-
ketable concentrate or other saleable mineral, and payable on the 15th day of the month

following the date of sale of such minerals produced. Said royalty payments are to be

.
.
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paid pursuant to the written direction and instruction of the Lessor herein. The

' average price per ounce of silver figure used in this paragraph is the average price

per ounce of silver over the period of each month during the term of this lease. The

average monthly price per ounce of silver shall be determineig adding the daily pri-'
Wour wa o
ces per ounce of silver established by Handy and Handy )Jand by dividing said sum by the
e il

number of days in the particular mom:h. The royalty payable for production from the

- leased claims hereinabove described, is payable as follows:

(a) Subject to the provisions of this paragraph, Lessor shall be paid a limited
royalty p'ayal;le in varying percentages. The different pei:centage sha11‘ be derived from
the monthly average price per ounce of silver paid for ore mined from the Leased Claims,
listed as follows: .

For any month in which the average monthly price per ounce of silver figure is
less than 5% p/oz., the royalty will be equal to 6% of the net smelter returns for

mineral produced from the Leased Claims;

For any month in which the average monthly price per ounce of silver figure is

-9 £V z, 0
i &«W/oz. or more, but not more than $3";5'0/oz., the royalty will be 7% of the net

smelter returns from mineral produced from the Leased Claims;

For any month in which the average monthly price per ounce of silver figure is
égz/oz. or more, but not more than $4.00/0z., the royalty will be 8% of the net
smelter returns from mineral produced from the Leased Claims;

For any month in which the average monthly price per ounce of silver figure is
$4.00/0z. or more, but not more than $5.00/0z., the royalty will be 9% of the net smelt- I
er returns from miﬁeral produced from the Leased Claims;

For any month in which the average monthly price per ounce of silver figure is
more than $5.00/0z., the royalty 'will be 10% of the net smelter returns from mineral
produced from the Leased Claims;

The net smelter return shall mean ali funds paid to lessee for ores' or concentrates
mined from the Leased CIa:lma.'after deducting all charges for transportation of such
ores or concentrates, from the‘mi.ll to the smelter, or other similar final reduction
facility. The aforesaid limited royalty shall hereinafter be referred to as "Royalty
out of production."

() Notwithstanding said Paragraph (a), there shall be a minimum royalty pay-

Op 2 Ptk
able to Lessor equal to a sum of money of $2,500. 0 until the sale of ore or concen-

trates by the Iessee from the Leased Claims actuall commences.
o & monthy oAy M ns 1o otsied
(c) Notwi.t:hstending said Paragraph (af\ tﬂere shall be a minimum royalty pay-
able to Lessor equal to a sum of money which is the greater of (1) the minimum monthly 2

royalty of $5,000, or (2) the royalty out of production for such month, after the sale

-2 -
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of ore or concentrates by the Lessee from the leased claims actually commences.

(d) Notwithstanding said Paragraphs (a), (b), or (¢), there shall be an ad-
vance minimum royalty payable to lessor equal to a sum of money’of $10,000. payable
by lessee, upon the execution of this agreement.

(e) The amount by which the minimum monthly royalty, or the advance minimum

royalty, paid for any calendar month exceeds the royalty out of production for such

- month, may be recovered by Lessee out of, and credited against, the royalty out of

production due for any month or months thereafter during the term of this agreement.

4. OPERATION OF MINE: Lessee agrees to work said land in the manner necessary

to good and economic mining, so as to bring about maximum and economic recovery from
the property, with due regard to development and preservation of said premises as a

workable mine. Lessee agrees to perform continuously and diligently in good faith, in
an active and substantial way, development in mining work upon the said leased claims

directed toward the discovery and production of minerals or ore therefrom. The equip-

ment and machinery brought onto the leased claims by Lessee is and shall remain the
personal property of lessee, and title thereto shall not vest in Lessor by operation
of law. The obligations of Lessee set forth in this paragraph shall be suspended only
while Lessee's compliance is provided by the elements, accidents, strikes, lockouta;
riots, delays in transportation, inability to secure materials iﬁ the open market, or
interference by governmental action, or by any other causes beyond the reasonable
control of Lessee, whether similar or dissimilar.to the causes specifically mentioned.

5. REPORTING: Lessee agrees that it will provide Lessor with a report on or
before the 15th day of each month, pertaining to the previous month, to the Lessor, in
writing, indicating the following:

(a) The number of tons of ore mined.

(b) A summary of all assays taken on said ore mined.

(c) The number of tons processed for which royalty is payable pursuant to this
leagse through mills or reduction p1an§s used to process said ores.

(d) The value of all minerals sold or otherwise disposed of from ores subject
to royalty payments pursuant to this lease.
The above referenced statement and reports are to be accompanied by a draft payable to

each of the said Lessors in the proper prorata amount of the royalty due Lessors as

aforesaid. If no royalty out of production is due for any monthly period he;eof, ;hen

a report containing all of the pertinent details above required, shall be submitted to
lessor with a statement to the effect that there is no royalty out of production due

for the preceding month.
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6. ADDITIONAL REPCGRTS AND ACCESS: Leosee shall keep a full set of ac-

counts and records, and shall allow Lessor', or their agents and employees to .
examine them from time to time. Leasee will allow lessor ¢to enger upon said
premiges, and into any workings, mills, or reduction works thereon, or wherever
said ore may be worked or reduced, for the purpose of inspection to ascertain
whether the terms and conditions of this lcase are being promptly carried out
and to take samples and to make tests and measuxemants, and to affix notices.
lessee shall, upon being requested to do so, make available to Lessor , their
agents and employees, copies of assay reports, drill-hole logs, and any and
all other data assembled as an aid in determining the location, quantity,

and quality of any and all deposits on said land. All inspcctions shall be
mide at reasonable hours and at reasonable intervals, and shall be at the

sole cost of, and risk of lensof.a

7. TAXTS: lessor shall pay all ad valorem and similar property
taxes lawfully levied or ascessed during the term of this agreement against
the property, or any improvements thereto, but upon the receipt of a statement
therefor frgE Lessor, , lessce ghall reimburse lessor' for aqz‘such taxes paid

I cddfn §f7§: iasris Mosaes A % A A, Beppee s T
by Lesaor,1 lessee shall have the ri;ht £o pay any such taxes. Lessee shall
not be liable for the payment of any tax agsessmont imposed by any city,
aounty, state, federal or or.hm;: law or ordinance, on the income of Leosor
hereunder, or the interest reserved by lessor thereunder or upon a transfer
or passing by death or gift, of any intercst of Lessor , or for any similar
tax. lessca further agrees to do all other things nececssary and required by
fedoral, state and local laws and regulations to protect and defend and main-
tain‘Lonsor;ZStitle to the leaged claims, so that title will be as good ag at
the tiﬁe of the execution of this agrecment.

8. VARRAWTY: Lesosor’ represent and warrant that they are the owners
of the{leueed claims, frec of all claims, 1icns and encumbrances, and that
Leaaor; have the exclusive possession of the leased claims.

9. DANKRUPTCY: In case lessec shall be adjudged a bankrupt, by either
voluntary or involuntary proceedings, Icaaorv may, at their optipn;'terminnte

this lease by writtenm notice. After termination by notice, lessor may
(4 .

»
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re-enter the leased claims and take exclusive possession. Upon exercise of
the option to terminate, the estate and rights in the herein leased claims
of lessee, and any person claiming through the Lessee, by act of the parties
or operation of law, shall immediately terminate.

10. IMPROVEMENTS: Lessee may construct, recomstruct, demolish, re-
move, maintain, and use such roads, ditches, buildings, fix:ureé. machinery,
and mifie dumps on, through and upoﬁ gaid leased claims, as may be necessary

é&nﬂaenn:nn&nn in catrying on mining operations during the term of this leaae.
At the termination hereof, Lessee may remove 811 mach{/;t9, toola, appliances, ™~
and bui1dingg(and:oii:p-uonnﬁigpaapauﬁy placed and constructed upon said leased
claims by lessee, ‘provided no de_fault shall at such time exist with respect to
any payments or rentals, or in fespect to any covenants, agreements, or con-
ditions to be kept and performed by Lessee; provided that all machinery, tools,
appliances and buildings, and all personal property remaining on said premiseo.
sixty (60) days after the termination (by notice or otherwise) of this lease,

shall be held to have become the property of lLessor and shall not be removed

rom ssee < /oufu /76'__1 u\o/éﬁubéf/u’mwz Ang
theceteon by e, TP¢ Lo e 1 F A =

11. HOLD HARMlESS' lessee agrees to release and to indemnify and

hold harmless lLessor, and amy corporation wholly or in part affiliated with,

- owned or controlled by Lessor, from and against all claims, causes of action,

‘l1iabilities, costs and expenses for losses, or damage to, all property what-
soever and injuries to, or death of, all persons whomsoever, arising out of,
or in any wa& connected with, the use and occupation of the leased preqises'
or exercise of the rights hereunder.

12. LIENS: Lessee agrees to pay in full all persons who perform .
labor or services on, furnish materials, joined or affixed to, or provide
equipment for, said leased claims, or the construction, reconstruction, re-
pair or replacement of any structure, or improvements on said leased claims,
at Lessee's instance or request. Lessor shall not permit or suffer liens of
any kind or nature to be enforced against said leased c}aima for such labor,
services, materials, or equipment. Lessor shall have the right to pay any

amount requifed to release any such lien, or liens, or to defend any action

brought thereon, and to pay any judgment entered therein, and lessee shall : .




be liable to Lessor for all costs, damages and rcagonable attoxney's fees,

(\/j & ,‘ and any amounts expended in defending any proceedings or payment of any of
' ' ; - gaid liens or any judgment obtained therefor.
. 13, ASSIGWMTNT: This lease shall inure to the benefit of and be

. | binding upon the respective heirs, administrators, ecxecutors, 8uUCCC8GOXS and
‘assigns of the parties hereto. Upon such assignment all references herein to
"Lessce" or "Lessor" shall be decemed to refer to sﬁch_uuccccding heirs, ade
ministrators, executors, successors and asgigns of such alicnating party.

14, FIRST RIGUT OF RETUSAL: It is agreed to by and between the

A

; parties hercto that ledgee sh 11 be given the first right of refusal to buy

the interest of lesgoy ,\should Leasor entertain offers to sell their ine

: terest herein, or the leasdd claims. TFor the purposes of this paragraph,
X }i - Lessce has the first right E refusal to buy the ledsed clajms at the same
1 price as oset forth in/any bon fido offer in writing, acceptable to lessor ,
given by any individuval or compiny. e » g
15. ARBTTRATIOA' All dioputes?/é}alms, or controvcrnics, ag to
whether an cvent of chault arising out of this lcase has occurred, which
Lessor and Lessce cannot determine amicnuly within thirty (30) days aftcr
written and detailed notice of existence of the sarme which shall have been

A\

given by the complainant\ to the other party, sﬁall be arbitratcd in-Fuecsonmy—

i Artfﬁﬂgjvor other locatio nutu111y agrecable to the partics hereto, by a
board of thrce 3) arbitxa oxs scloctcd and procceding pursuant to Comrorcial

Arbitration Rules of the Amcrican Arbitration Association. The partics shall

'

meet with three (3) arbitrvators/ designated by the Arerican Arbitration Asso-

after the jinitiating porty chall receive no-

ciation, within two (2) week

tice of the designation of tile arbitratous. The porty rcceiving such notice

N f shali prompt ly motify the ofhdr, by written notice, of any such appointment
and of the tentative date Geletted for the initial meeting with thc‘arbitra-

tors. The cosas of such /arbitrition shall be bornz equally by the parties,

| ~ or by the award of the drbitratods. If tho arbitrators have determined that
an event of default hap occurred, the lcase shall be terminated upon the ex=
piration of the cura7ivo period, or\extcnsion therecof , set by the arbitrators.
The arbitrators' determination shall ‘provide a period of time which the arbi-
\ trators consider to/be reasonable undey ;he circumstances to cure any default

\\\\\allcged as the basis for tha arbitration, or a default caused by pendency of

\\\/
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the arbitration, provided, however, that said period of time for cure shall be at

least thirty (30) days from the date of the arbitrators' decision. Lessee may petition

the arbitrators for an extension of the curative period prior to the expiration of said

period, and with good cause shown, an extension of the curative period shall be freely

granted.

by any court having any jurisdiction thereof.

16. TERMINATION: Lessee shall have the right in its sole and exclusive discretion,

to terminate this lease upon giving thirty (30) days written notice of termination to

Lessor. _Upoh giving such notice of termination, Lessee shall be liable ohly for the

payment of the minimum royalty or royalty out of production due for the thrity day period

next

[z«zﬂ Coe ﬁ/f./%l——;é /\-

following the date the notice of termination was given. Iy ‘;’fiﬁaﬂ

INSURANCE: Lessee agrees to maintain and keep in éérce Q&T'times a pol1

{’c’mm’ {’t
f liability /insurance protecting Lessor from liability that may be incurred on said

leased c1a1ms in the amount of $I;000 000. Lessee further agrees to maintain and keep

in force at all times, workmen's compensat1on insurance.

either party to the other,shall be considered to have been delivered at the expiration of

18. NOTICES: Any and all notices required hereunder, or permitted to be given by

seventy-two (72) hours following deposit in the United States Mail, with registered or

certified postage prepaid thereon, and adressed:

(a) If to Lessor: To: Tombstone Development

(b) If to Lessee: To: 1971 Minerals Limited
‘ 4741 East Sunrise Drive
Tucson, Arizona 85718.

copy to: Robert A. Hewlett
c/o Gentry, McNulty & Borowiec
Box 87

Bisbee, Arizona 85603

Either of the parties may change the location to which required notices to it shall

be addressed; upon ten (10) days' written notice to the other party.

19. ASSESSMENT WORK: Lessee agrees to perform all necessary assessment work

The decision of the arbitratars shall be final and judgment may be entered thereon

,xa

required by federal and state laws for the continuing validity of all mining claims subject
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‘to this lease. Lessee further agrees to do all other things necessary and required

by federal, state, and local laws and regulations to protect, defend and maintain, lessor's
title to the above referenced claims, so that title will be as good as at the time of the

execution of this agreement.

20. MISCELLANEOUS: This agreement constitutes the entire understanding of the

parties hereto with respect to the subject matter hereof, and supercedes all prior
agreements of the parties hereto with respect to the subject matter hereof, and may
not be waived, amended or modified in any manner except in writing and signed by the
party to be charged. Representations, warranties and agreements of the parties hereto,
herein contained, regardless of any disclosure made to, or any investigation made by or
on behalf of any party not making such representations, warranties and agreements,
shall survive the execution and delivery of this agreement. This agreement, and sﬁch
representations, warranties and agreements, shall be binding upon, inure to the benefit
of, and be enforceable, by and against the heirs, successors, or assigns of each of the
parties hereto. This Agreement may be recorded or registered with the Clerk, Recorder
or similar officer of the county or counties of which these claims are located, or in
any appropriate office of the United States Government, or anywhere else Lessee deems
appropriate in order to protect its interests hereunder. This agreement may be executed
in any number of counterparts, which together will constitute one and the same agreement.
IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the date

and year first above written.

Lessor:

TOMBSTONE DEVELOPMENT CORPORATION

By

Lessee:

1971 MINERALS LIMITED

By

Richard F. Hewlett,
General Partner




<:> LEASE AGREEMENT
- 4 5 \{:
THIS AGREEMENT, dated this . day of /Zc 2L 2 1973,
C:) by and between TOMBSTONE DEVELOPMENT COMPANY, an Ariéona Corporation,

hereinafter referred to as 'lessor', and 1971 MINERALS LIMITED, & New

Jersey Limited Partnership, hereinafter referred to as "Lessee''.

CZ) RECITALS

lessors are the owners of a certain group of patented and unpat-
ented lode mining claims, referred to herein as '"lLeased Claims', all of
which are situated in Cochise County, Arizona, Mineral Survey numbers of
which, and the book and page of the recording in the office of the Recorder
of Cochige County, Arizona, are more particularly described in Appendix "A"

C:) attached hereto.

lessee desires to obtain from Lessor a mining lease covering the
leased Claims, described in Appendix "A", and Lessor desires to grant to
lessee such mining lease, on the terms hereinafter set forth:

NOW, THEREFORE, in consideration of the mutual covenants and agree-
ments of the parties herein, and other valuable consideration, Lessor hereby
leases to Lessee for the term and purposes hereinafter mentioned, all that

(:) certain land referred to herein as the 'leased Claims’.

1. PURPOSE: This lease is made for the sole purpose of examining,

searching and testing for opening and operating mines, of, and extracting,
C:) producing, treating, selling aqd shipping any and all minerals contained
therein. Lessor also leases to lessee, the necessary rights of way, ease-

ments and water rights, in connection with the leased claims, so as to

-

<:) facilitate exploration and development thereof. The parties hereto agree
. w AeLen e lA c/ =
e that certain surface rights shall be retaiped by lessor, but that the re-

Bgy, o T '/'/ﬁ(,

af
tention of those surface, rights shall not unreasonably interfere with the
exploration or mining and associated activities conducted by lessee.

.o 2, TERM: The term of this lease shall be for the initial period

e S {\T.‘;_.,.».
v

of ten (10) years from the date hereof, and as long thereafter as valuable

Teat [
,CC e [ s ) fudif
- I /.
3 . \ v
§ o ™ o4 d‘J
L ’R 3 s & 5
.L

> 0 o ¢




{9

O

O 0)

mineral is produced from said land in commercial quantities and so long
as royalties are paid to Lessors, provided, however, that all of the
terms and conditions hereof are fully met and that this lease has not

been terminated pursuvant to any clause hereof.

3. ROYALTIES: Royalties are to be paid to lessor on all minerals

mined from the leased claims, as a percentage of their market value after
being reduced to a marketable concentrate or other saleable mineral, and

~

payable on-the 15th 48y of the month following the date of sale of such

.

mingfalé;pfoduéed."~Saidv{o§$1ty-paymepts—are to-be nade‘pur5uantAtorthe“\\ <
wriften—direction and instruction of the lessor herein, and lessor hereby -
specifies that the royalty payments provided for hereunder shall be sent by
U. S. mail to Tombstone Development Company,; c/o Mr. William Hight, 1824
Nortﬁ~Broadwe11;—GrandfIsland; Nebraska, 68801, on or before the due date-
provided for herein. lLessee agrees that it shall not unreasonably stock-
pile ore for any excessive period of time after active and substantial

, production from the leased claims has commenced, and in no event, shall

) ,7‘:/(/ ﬂ Ff{
; 1 production g

Lessee stockpile ore for more than six months after
oo A
ne - ) ER |

has commenced. [;;é@tbefpﬁf éeﬁ‘bf'this paragiaph,-the-peried-ef substam
t{al produstion shall-comménce, shall b2 the=month in which-the. royalty out

of production exceeds the minimum royalty, both provided for hereunde;T]“

The royalty payable out of production for ores or concentrates sold

from the leased claims are payable in varying percentages with the differ-

ent percentages relating to different average gross value per ton of ore
or concentrate produced and sold from the leased claims during each month.
The average gross value of ore produced and sold from the leased claims
over the period of each month ghall be determined by dividing the net
@‘%/ e dafinsd o 3{A) |
fmelter returng« eceived for such ore produced by the number of tons mined L
and shipped during the month. The royalties are payable as follows:
(a) 8ubject to the provisions of this paragraph, lLessor shall
~"be paid a limited royalty out of productién, payable in varying percentages.

Each different percentage shall be derived from the average gross value per

- D
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ton of ore, or concentrate mined and shipped from the leased claims, listed

ag follows:

O

For any @onth in which the average gross value per ton of ore

figure is less than $20.00 per ton, the royalty will be sevén.(71)~per-

cent of the net smelter returns from mineral produced from the leased

claims; ! AR -

For any month in which the
figure is $20.00 per ton or more, but
royalty will be eight (8%) percent of
produced from the leased claims;

For any month in which the
figure 1s $25.00 per ton or more, but
alty will be nine (9%) percent of the
duced from the leased claims;

For any month in which the
figure is $40.00 per ton or more, but
alty will be ten (10%) percent of the
produced from the leased claims

For auny month in which the
figure is $80.00 per ton or more, but
alty will be twelve (12%) percent of
produced from the leased claims;

For any month in which the

average gross value per ton of ore
less than $25.00 per ton, the

the net smelter returns from mineral

average gross value per ton of ore
less than $40.00 per ton, the roy-

net smelter returns from mineral pro-

average gross value per ton of ore
lessg than $80.00 per ton, the roy-

net smelter returns from mineral
average gross value per ton of ore
less than $100.00 per ton, the roy-

the net smelter returns from mineral

average gross value per ton of ore

figure is $100.00 per ton or more, but less than $150.00 per ton, the

royalty will be fifteen (15%) percent

of the net smelter returns from

mineral produced from the leased claims;

For any month in which the

average gross value per ton of ore

figure is more than $150.00 per ton, the royalty will be twenty (20%) per-

cent of the net smelter returns from mineral produced from the leased

" claims.

U



G . S AP, TR

Definition of Net Smelter Income: The term net smelter return im understood by the

parties to mean the amount received from the smelter after deducting actual freight
<:> for ore concentrate haulage from the mill to the smelter. For ores, minerals or metals
Jiyy/not sent to the smelter, cthe leesee may deduct the actual cost of direct labor and
ﬁy materials for processing, but guch cost deducted will not exceed 10% of the average
groes value per ton of ore for that month. For example: If the average gross value
of ore mined during a one month period is $50.00 per ton, the maximum deduction for";;:ééf.
direct processing cost will be 10% or $5.00 per ton. The royalty would be paid on /14:7kk/

$45.00 per ton.

The royalty percentage shall apply to all mineral and will be based on all monies

received or the market value of all ore, metals, miner&ls, geothermal steam, waters

s // - [
or other materials removed from the property. ’7C~*<2;k%f////ﬁ2/’//éb/

7

(b) Notwithstanding the above sub-paragraph, there shall be a
ninimum monthly royalty payable to lessors aslfollows:r.‘
Q_) (i) For the month of Septémber, 1973,Mand for each of

the five (5) succeeding calendar months, to-wit: October, November, De-

cember, all of 1973, and January and Fébruarf; both of 1974, the sum of

money equal to the greater of: (1) a minimum monthly royalty of $2,500.

or (2) the royalty out of production for each such month;

(i1) For the month of March, 1974, and for each succeed-
ing month during the term of this agreement, a sum of money equal to the
- greater of: (1) a minimum monthly royalty of $5,000.00 or (2) the royal-
ty out of production for each such month.
(c) Notwithstanding said sub-paragraphs (a) and (b), there shall
< ‘be an advance minimum royalty payable to lessor equal to a sum of money of
$10,000.00, payable by lassee, upon the execution of this agreement.

(d) The amount by which the minimum monthly royalty, or the ad-
vance minimum royalty, provided for in sub-paragraphs (b) and (c) herein,
paid for any calendar month during the term of this lease, exceeds the
royalty out of production for such month, may be recovered by lessee out
of, and credited against, the royalty out of production due for any suc-

“sgeedimg-month or months thereafter; durtug the term of this agreement. - -

4. OPERATION OF MINE:  lessee agrees to work said.land dn the man-- .

ner necessary to good and economic mining, so as to bring about maximum

and economic recovery from the property, with due regard to development

- B
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<:) and preservation of said premises as a workable mine. lessee agrees to
perform continuously and diligently in good faith, in an active and sub-
stantial way, development in wining work upon the said leased claims di-

rected toward the discovery and production of minerals or ore therefrom.

The equipment and machinery brought onto the leased claims by Lessee is

and shall remain the personal property of lessee, and title thereto shall

&

not vest in lessor by operation of law. The obligations of lLessee set forth 1

A 2R K -;

in this paragraph shall be suspended only while Lessee's compliance is 4£§i/”,_, / 4

‘,4/" "v)/(.'A-
Jyrfﬁkédwﬂ‘by the elements, accidents, strikes, lockouts, riots, delays in 74

Q&? trangportation, inability to secure materials in the open market, or in- }

terference by governmental action, or by any other causes beyond the reason-
aBle control of lessee, whether similar or dissimilar to the causes speci-
(:) fically mentioned. Lessee agrees to furnish at its own cost, any and all
environmental impact studies required by any governmantal authority as a
result of its undertaking the exploratiom, development and mining opera- J,ff”
tion contemplated by this agreement. lessee agrees to honor any and all ”i‘fﬂVf .
Aale /i‘Acitik;b»<mLJ
contractual obligations undertaken by Lessor relating to thgﬁpurfa e use of
the herein leased claims, so long as those said obligations do not inter-
fere with.the exploration, developmental, mining, or similar activity on
(:) the leaged glaims by lessee. Lessee hereby recognizes that Lessor in-
g ' & ovddu s of
ends to developAthe surface of certain claims situated in the immediate
vicinity of the townsite of Tombstone. Those said claims consist of the
<:> Content, Cocopah, North Point, Contentment, Empire, Tranquil, Silver Belt,
Silver Thread, Contention, New Year, Cincinnati, Cornell, Head Center,
Yellow Jacket and Flora Morrisson Claims. lessor agrees that the said
(:) development of the surface on the hereinabove ment {oned cléima shall'not
interfere with activities of lessee contemplated by this lease. Notwith-
gtanding any developmwent of the surface of the above mentioned leased
claims, lessor further agrees that Lessee shall have access on or across
~ fdve e umentdoned .claims S0 asfngg,;ovﬁntequge with the egplora;ion,

developmental, mining, or associated activities of lessee contemplated

by this lease, on those above named claims,-ggzinyLnthggg;nhichrare:&uhz

ject to this lease. If the lessee, in its eole discretion, determines
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Howgver after a period of 12 months (1 yr.) for exploration and development of any

the lessee shall permit the lessor to develop on contiguous or adjacent

mining plans,
100 acres_on the surface of the above listed \\

to the city of Tombstone of as much as K % i

~

Howe"7 Tr I esse ‘ﬂ] I I (:()nt] u (o] || A\ a I l I | Il [0 1 lll al 10]:‘ on
C .

‘ = ._n,
ining 40 feet or more below the surface. . (//TZ(/Ff’

development and mi

5. REPORTING: Lessee agrees that it will provide lessor with a
report on or before the 15th day of each month, pertaining to the previous ¥
month, to the lessor, in wriﬁing, indicating the following:

(a) The number of toné‘of ore mined. -

(b) A summary of all assays taken on said ore mined.

(c) The nuwber of tons processed for which royalty is payable
pursuant to this lease through mills or reduction plants used to process
said ores.

(d) The value of all minerals sold or otherwise disposed of
from ores subject to royalty payments pursuant to this lease.

The above referenced statement and reports are to be accompanied

A by a draft payable to each of the said Iessogs in-the-proper_prorata -amount

of the royalty due Lessors-as aforesaid. 1If no royalty out of production
is due for any monthly period hereof, then a report containing all of the
pertinent details above required, shall be suvhmitted to lessor with a
statement to the effect that there is no royalty out of production due for
the preceding month.

6. ADDITIONAL REPOKTS AND ACCESS: lessece shall keep a full set of

accounts and records, and shall allow Legsor, or its agents and employees

to examine them from time to time. Lessce will allow lessor to enter upon

said premises, and into any workings, mills, or reduction works therecn,

or wherever said ore may be worked or reduced, for the purpose of inspec-

tion to ascertain whether the terms and conditions of this lesse are being |
promptly carried out and to take samples and to make tests and measurements,
and to affix notices. lessee shall, upon bheing requested to-do-.so, make - e
available to lesgsor, its agents and employees, copies of assay reports,

drillhole logs, and any and all other data assembled as an aid in deter-

mining the location, quantity, and quality of any and all deposits on said

w § =
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land. All inspections shall be made at reasonable hours and at reasonable
intervals, and shall be at the sole cost of, and risk of Lessor.

7. TAXES: lessor shall pay all ad valorem and similar property
taxes lawfully levied or assessed during the term of this agreement against
the property, ofiany improvements thereto, but upon the réceipt of a state-
ment therefor from lessor, lessee shall reinburse Lessor for any such taxes
paid by lessor. In addition to the foregcing, lessee shall pay all other
taxes imposed by reason of Lessee's operation and improvements upon th///

inatalinanl Y7374
property. Lessee shall pay any such taxes on a—p!e-reta bi/ﬁ% upon re-
5 F

)y

T )
1 75 Cad Ak L//u '
ceiving notice from Lessor that such pro-rata payment of the said taxes

is due. Lessee agrees to pay amy such taxes before they become delinquent.
lessee shall not be liable for the payment of anmy tax assessment imposed
by any city, county, state, federal or other law or ordinance, on‘the in-
come of lessor hereunder, or the interest reserved by lessor thereunder

or upon a transfer or passing by death or gift, of any interest of lessor
or for any similar tax. lessee further agrees to do all other things ne-
cessary and required by federal, state and local laws and regulations to
protect and defend and maintain lessor's title to the leased claims, so
that title will be as good as at the time of the execution of this agree-
megt.

8. WARRANTY: _Lessor, represents and warrants that it is the owner
of the leased claims, free of all ciuims, liens and encumbrance;, and that
Lessor has the exclusive possession of the leased claims, except for appro-
ximately two acres leased to the United States Department of Agriculture
for surface and except to the extent that the United States Government
holds title to unpatented claims. ¢ )

j =3 9. BANKRUPICY: In case lessee shall be adjudged a bankrupt by
either voluntary or involuntary proceedings, lessor may, at its option,

terminate this lease by written notice. After termination by not ice,

. lessor may re-enter the leased claims and take exclusive possession.

Upon exercise of the option to terminate, the estate and rights in the

herein leased claims of lessee, and any perscn claiming through the lessee,

o

\
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by act of the parties or operation of law, shall immediately terminate.

10. IMPROVEMENTS: Lessee may construct, recomstruct, demolish,

remove, maintain, and use such roads, ditches, buildings, fixtures, ma-
chinery,'and mine dumps on, through and upon said leased claims, as may

be necessary in carrying on mining operations during the term of this

lease. At the terwination hereof, Iefsee may remove all personal property,
- . p

o =Y oy

machinery, tools, appliances, a—ndJbﬁﬂdings%éonét—’am'{;dbup”on saia leaged

(H T2 feepl diafd Loy doariing @il rlnige, (nddipAn Jopberda ¥ hdiLs
claims by Lessee’1pruv1ded no default shall at such time &xist with.&é- 2l

_L.L""-’LZ*"—‘ ’;

spect to any payments or rentals, or in respect to any covenants, agree-

@
2 2o

_/t./-"‘ £t

Y~
all machinery, tools, appliances and buildings, and all personal property éﬁg;;'

ments, or conditions to be kept and performed by lessee; provided that

rem2ining on said premises sixty (60) days after the termination (by no-
tice or otherwise) of this lease, shall be held to have become the pro-
perty of lessor and shall not be removed therefrom by lessee. Lessee
agrees to perform all environmental restoration activities on the claims
required by any governmental authority at its sole cost and expense.

11. HOLD HARMIESS: Ilessee agrees to release and to indemnify and

hold harmless Lessor, and any corporation wholly or in part affiliated
with, owned or controlled by lessor, from and against all claims, causes
of action, liabilities, costs aud expenses for losses, or damage to, all
property whatsoever and injuries to, or death 6f, all persons whomsoever,
arising out of, or in any way connected with, the use and occupation of

the leased premises or exarcise of the rights hereunder. leuraoe agrees to
comply with all such regulations promulgated by the respcnsible government-
al agencies in carrying out the activities contemplatgd by this lease, and _
to fence all open shafts which are in existence upon the claims.>

12 .. }é£§§i ;ksseé/;grees tc pay in full, all persomns who perfor@
labicr or services on, furnish waterials, joined or affixed to, or provide
equipment for, said leased claims, at Lessee's instance or request. Lessor

gaid leased claims for suvch labor, services, waterials, or equipment. Lessor

shall not permit or suffer liens of any kind or nature to be enforced against
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shall have the right to pay any amount required to release any such lienm,

or liens, or to defend any action brought thereon, and to pay any judg-

ment entered therein, and lesesee shall be liable to lessor for all costs,
damages and reasonable attorney's fees, and any amounts expended in de-

fending any proceedings or payment of nny of said liens or any judgment
] ‘! \A Ediizs gl il 5 { f.Lt—u-(’{l«, ao ,{vM LA \‘-»J_L
obtdined therefor. b BT ‘4,‘,),_'6 e ST pre” e ¥ ?4& LG }?\AZU&_L
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. ASSIG NT: This lease shafl inure to the benefit of and bezgxkd,b,,

LAeexz o
binding upon the respective heirs, administrators, executors, successors

and assigng of the parties hereto, Upon such assignment all reférences
herein to '"Lessee" or ''Lessor’ shall be deemed to refer to such succeed-
ing heirs, administrators, executors, successors and assigns of such
alienating party.

i

14. TERMINATION: lessee shall have the right in its sole and ex~

clusive discretion, to terminate this lease upon giving thirty (30) days
written notice of termination to lessor. Upon giving such notice of ter-
mination, Lessee shall be liable only for the payment of the minimum roy-
alty or royalty out of production due for the thirty day period next
following the date the notice of termination was given. Should lesgsee be
in default in regard to any of the provisions of Paragraphs (3), (7) or
(17) of this lease, lessor shall give fermal, written and detailed notice
of the existence of same to Leesee.. If lessee has not cured the said de-
fault within thirty (30) days after the receipt of said formal, written
and detailed notice of default, lessor can terwinate the herein lezse.
15. _IRSURANCF: lessee agrees to maintain and keep in force at
all times, a policy of liability i{nsurance protecting lessee and Lessor
from personal and property lisbility that m3y be incurred on said leased

R

clafus in the amount of $2,000,000.00. 1lessee further agrees to maintain kf

3 1"
¥ L Aand 1

i

15 NOTICES : ‘Any and all ncticcs raquired hereunder, or peruitted ,gk;
to be given by eithexr party to the other, shall be considered to have been

delivered at the expiration of seventy-two (72) hours following deposit in
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the United States Mail, with registered or certified postage prepaid there-

on, and addressed:

(@) If to lessor: To: Tombstone Development Company
c/o William Hight
1824 North Broadwell
Grand Island, Nebraska 68801

With copy to: Robert B. Hicks
501 Fremont Lane
Scouth Pasadena, Calif. 91030

() If to Lessee: To: 1971 Minerals Limited
4741 East Sunrise Drive
Tucson, Ariz. 85718

With copy to: Robert A. Hewlett, Esq.
Gentry, McNulty & Borowiec
P. 0. Box 87
Bisbee, Ariz. 85603
Either of the parties may change the location to which required noticea‘_
to it shall be addressed, upon ten (10) days' written notice to the other

party.

17. ASSESSMENT WORK: lessee agrees to perform all necessary assess-

ment work requirgd by federal and state laws for the continuing validity of
all mining claims subject to this lease. lessee further agrees to do all
other things necessary and required by federal, state, and local laws and
regulations to protect, defend and maintain, lessor's title to the above
referenced claimé, so thaﬁ title will be as gobd asg at the time of the
execution of this agreement.

18. 'FIRST RIGHT OF REFUSAL: It ié agreed to by and between the

parties hereto that lessee shall be given the first right of refusal to
buy the interest of lessor, should lessor entertain offers to sell its
interest herein, or the leased claims. For the purpose of this paragraph,
lessee has the first right of refusal to buy the leased claims at the same
price as set forth in any bona fide offer in writing, 3cceptable to Lessor,
given by any individuval or compauy. lessor shall, at its own exclusive
discretion, detexrmine what collateral, guarante¢es, or ocher evidences

of lessee's ability to purchase the said. interest of lessox hexrein, for

the leased claims, are to be provided by iessee.

=1
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19. MISCELIANEQUS: This agreement constitutes the entire under-

standing of the parties hereto with respect to the subject matter hereof,
and supersedes all prior agreements of the parties hereto with respect to
the subject matger hereof, and may not be waived, amended or modified in
any manner except in writing and signed by the party to be charged. Rep-
resentat ions, warranties and agreements of the parties hereto, herein con-
tained, regardless of any disclesure made to, or any iuvestigation made by
or on behalf of any party not making such representations, warranties and
agreements, shall survive the execution and delivery of this agreement.
This agreement, and such representations, warranties and agreements, shall
be binding upon, inure to the benefit of, and be enforceable, by and
against the heirs, successors, or assigns of each of the parties hereto.
This Agreement may be recorded or registered with the Clerk, Recorder or
gsimilar officer of the county or counties of which these claims are located,
or in any appropriate office of the United States Government, or anywhere
else lessee deems appropriate in order to protect its interests hereunder.
This agreement may be executed in any number of counterparts, which toge-
ther will constitute one and the same agreement.

IN WITNESS WHEREOF, the parties hereto have executed this agreement
as of the date and year first above written.

lessor:

TOMBSTONE DEVELOPMENT COMPANY

. ) - . - / . / ; ' p ’
BY 4 P ) - S 7 { /

lessgee:

1971 MINERALS LIMITED

! 5 e
. r I
P e

f : / F o5 ok d
B Y i dw | " & iv oo ( i
Richard F. Hewlett,

Ceneral Partner
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MEMORANDUM OF AGREEMENT

Under the terms of that certain Agreement dated

March 7, 1974, STEWART MINES LIMITED PARTNERSHIP, a limited
(:) partnership, therein and hereinafter referred to as "Stewart ,"
has granted to AMERICAN SMELTING AND REFINING COMPANY, a New
Jersey corporation authorized to do business in the State of
Arizona, therein and hereinafter referred to as "Asarco," the
<:> sole and exclusive posscssion and control of certain unpatented
lode mining claims situate in the Tombstone Mining District,
Cochise County, Arizona, and certain State of Arizona prospecting
. permits, mineral lease and an undivided 23/2ll interest in certain
patented lode claims, with ﬁhe right to examine, explore, sample,
test, develop, work, minc, operate and use the property and
remove therefrom the ores and minerals therein and belonging
thercto, and to treat, mill, smelt, refine, ship, sell or other-
<:> wise dispose of the same and receive the full proceeds therefrom,
and to erect, construct, maintain, use and operate thereon and
therein buildings, structures, machinery and equipment. All of
said permits, claims and lease are more particularly described
in Exhibit A annexed hcretb.
The term of the Agreement is for 99 years from
March 7, 1974,
All of said rights are subject to the right of Asarco
to terminate the Agreement at any time and to relinquish and
<:D surrcnder the property to Stewart upon notice to Stewart given
in the manner set forth in said Agrecment.
‘ A copy of the Agrecment is in the poscession of
Stewart Mines Limited Partnership, 3033 North Central Avenue;

(I) Suite 707, Phoenix, Arizona 85012, and one is.in the hands of

( (SJ.L.(.%'WL A »-/'L/i)
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American Smelting and Refining Company, Exploration Department,
P. 0. Box 5747, Tucson, Arizona 85703.
IN WITNESS WHEREOF, this MEMORANDUM OF AGREEMENT has

been executed this day of , 1970,

STEWART MINES LIMITED PARTNERSHIP

By James Stewart Company, General Partner

By '*(4'/'/7///(?/1/\/

M. S. Horne, President

Approved as to form

LEGAL DEPARTMENT.

AMERICAN SMELTING AND REFINING COMPANY

Nl 0 (L

7T, Collind, Director of Exploration

STATE OF ARIZONA )
: ) ss.
2
County of 27 6r¢0m0n )

The foregoing instrument was acknowledged before me
this 20 _day of 530 .., , 1974, by M. S. HORNE,
President of James Stewart ALompany , General Partner of Stewal t
Mines Limited Partnership, on behalf of the partnership.

7

’ 9
ot 7

; . o
Labpila. A L2rprace.
My Commission expires: Ngtary Public

;7 - :’ .
i g BE FPDE g el et A3, Fertle..

STATE OF NEVW YORK )
58.

County of New York )

_The foregoing instrument was acknowledged before me
this b day of re—g , 1974, by J. J. COLLINS
as Director of Exploration' of American Smelting and Refining
Company, a New Jersey corporation.

- N '
7 B ‘ (
/LM-A o A))’ [/S\U' i -
My- Comunilssion Sl %Pes: SRR S arias
) A T. McDONQUGH
Notary Public, State of New York
Mo, 24 2613265
VTSI 0 Kings Co,
- (‘.:l",' Filrd 'n New York Co. ~
rission Expires March 30, 1979
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STATE I_'HO.’)'P]'ZC}‘!!\'G PERMITS ‘l‘:’-()'.'-j, R"_l:g_:_..

reiey Jopation Acreage
22185 Sec. 30, T208, R22E 240,41
Jot 1; S5 1/4; NE 1/4
: 1 1/4
22176 Scc. 36, T208, R21E, 309.27

lots 5 to 8; lots 10-15;
N2SE 1/4; NKE25W 1/4;
(less mineral lease 786)

26911 :
applicd for See. 19, TI05, R2ZE, 642,72
Lots 1-4; L2W2,; L2

MINES
Clain Kene » Bool Page Clein Nane Book Page
Brother George G7 236 Mother Lode 67 310
Mary Jo 67 23T L. P, No, 2 G7 K3 N
Pass Over 67 . 238 Connccting Link 67 559
Chief Justice 67 ) 286 Mary & George G7 OG0
Father Lode 67 287 Swect-licart 67 5CG1
Rare lictels 67 288 Woolery 67 562

= JAMES STEWART COMLPANY

UKPATENTED i) ’
5, T20S, h2lk, and Sections 30, 31, T20S, R22))

(Located in &

Clain RKone Docket page Claim }one Nocket Page

Stevart 11 451 a7 Hornec #17 493 . 538
Stewart #2 491 98 Horne #18 496 344
Stewart #3 . 492 432 Horne #19 193 539
stewart f£4 493 91 Horne #20 493 540
“Stewart #5 493 92 Horne #?21 4u3 541
Stewart 76 493 « 93 Horne #4242 493 H42
Stowart 47 493 94 Horne #23 493 543
Stewart 8 G70 55 Horne #2 493 544
Stewart #9 G70 66 Horne #2205 493 045
Horne #1 493 261 lorne #2306 494 546
lorre 2 493 2062 Horne #27 493 547
Horne #3 493 2G3 " Horne 238 493 548
Horne #1 193 264 Horng 208 193 549
Horne #5 403 2067 Horne #30 393 550
Horne G ' 193 266 Horne #31 1493 551
Horne #? 403 i £/ llorne #4352 393 652
Hoyrne o4 e L ' Horne 743 493 - 5062
Horne 40 G4 RITS Horne 14 497 563
lorne #10 H09 319 Horne #7456 493 564
Horne #1l 509 320 Rornce #4606 493 6565
Horne 12 196 330 Horne na7 493 566
Horne #13 496 310 Horne 748 493 567
Horne #14 496 311 . Horne 47419 193 563
ltorne #15 1496 342 Horne 760 493 5G9
Horne #16 196 N T K Horne #51 193 670

Exnibit A

o
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Pnrc 2 .

Clainm Name Dockaoet Pajre Clajim None Docleoet Pare
Horne #061 GUG 1464 Apache 212 591 416
Norne #52 606 465 Apache 713 591 147
Horne #63 G606 466 Apache #14 591 148
Horne #64d GUG 467 Apache #16 591 149
Horne 2605 [ ¥¢] 468 Apache #16 591 450
Horne #6GG GOG6 169 Apache 717 591 451
Horne #67 606 - 470 Apache #18 592 249
Hoyne #68 © 606 471 Apache #19 592 . 250
Horne #69 G605 472 Apache #20 . 592 1251
Horne #1565 670 53 Apache #21 592 252
Horne #1066 509 342 " Apache 722 592 263
Hoxne #157 509 343 Apache #23 592 254
Horne #158 509 344 Apache #24 592 255
Jllorne #16G4 GOG 473 Apache #25 592 256
MHorne #1G5S 606 474 Apache #26 . 592 2567
Horne #1G5 608 475 Apnche #27 882 545
Horne #)G7 606 176 . Apache #28 882 546
Horne #1063 G606 477 Apache #29 882 547
Horne #1639 606 478 Apache #30 882 543
Horne #170 G606 479 Apache #31 882 549
Horne #171° 606 480 : Apsche #32 882 550
lorno %172 GOG 481 Apache #33 882 551
hpache it 591 435 © Apache #34 882 552
Apache #: ‘ 591 436G Apache #35 . 882, 563
Apache #0 591 437 Apache #36 882 564
Apache 4 591 438 Apache #37 882 555
Apache #5 591 439 . Apache 38 - 882 556
Apache #6 591 440 © ¢ Apache 239 882 567
Apache #7 591 441 - Apache #40 882 568
Apache #3 5901 T442 Apache #41 8§82 659
Apache %9 591 443 Apache #42 882 560
Apache #10 591 444 ’ Apache #43 882 561
Apache #11 591 445 Apache #44 882 562

PATENTED CLAINS

Texas Group - 23/24ths undivided interest —

Kit Carson, Evening Star, North Star, Buffalo, Gold feeds and Dald Eagle,
Mincral Survey No. 3744, in the Toubstone Mining District, as shown in the
Patent recorded at Book 30, Deeds of Mines, Pages 397-402,

STATE HINERAL LEASE = OPTION, CHARLESTO!N MINES

Hineral Lease Mo, 706 dated 8/19/57, expiring 8/18/77, cover|nq cight (8)
mineral claims in Scc. 36, T20$, R2IE

Exhibit A

-2 =







Consultants in: i - “{, 4500 E. Speedway, Suite 14
O & -@F Fko

o i o i Tucson, Arizona 85712
base & precious metals ¢ uranium (602) 7954097

e coal e geothermal e environment

e remote sensing e color aerial photography

£ : : : James A. Briscoe, President
erpretation-image processing Registered Professional

Worldwide Mobilization Geologist

O Southwestern
Exploration Associates, Inc.

November 15, 1978

Mr. Dwight Lee

FAMCO

120 Sylvan Avenue

Englewood Cliffs, NJ 07632

Dear Dwight:

After long delay, I am sending you two copies of the proposal
we discussed this summer.

I am looking forward to hearing from you regarding this and
would be happy to answer any questions you may have.

Best regards,

Y

N

James A. Briscoe

JAB:cmd
P-E78

kQ 1820

P
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R. F. HEWLETT 2602 Monte Verde Way
PHONE (702)359-1069 November 21, 1978 Sparks, Nevada 89431

— Ma. James Briscoe

</ Suste 14

4500 East Speedway
Tucson,
Ardzona (85712)
, Dearn Jim:
o
Enclosed please find information concerning precious metal processing.
I belive that you could utilize some of this Angormation/techniques
gfor some of yourn clients. Centainly, these techniques should be
considened in evaluating propernties in ornden to assess the asset.
These techniques apply to a very wide range of "ores" - such as
from tailings to open-pit ornes. The two key break-throughs anre:
A. IPS forn induced percolation
B. Non-cyanide s0lvents.
{:}1 The non-cyanide s0lvents are something that 1 have been working

with fon the Last two yeans. For example:

Solvent Dissolution Rate(Mg./Hnr.) Mg. Au/Hnr.//$1 Solvent

Cyandide 2.4 Mg./Hnr. 1.9 Mg.Au/Hnr.
' $ T Solvent
Hypochlonrite-.
Hatlide Sysitem 225.6 Mg. /Hnr. 74.2 Mg.Au/Hnr.
- § 1 Solkvent

The above points out that at the present costs of othern solvents,
cyanide offens nothing-eithern forn cost on dissolution rate. ARso,
othen s0lvents are not pH controlled as is cyanide(10.5). Obviously
At 48 not practical to maintain a basic pH,

I hope that you can utilize some of my experdience on some 0f your
projects-on bettfen yet-generate some new business based on these
new approaches to precious metal processing.

I will be anxious to hear from you as 1 am presently 4in need of
some consulting. The major companies need 50 much time to considen
the application of these techniques and in many cases a smallen
company or group can make instant use of what 1 have developed;
Look at the prices of the processing plants.

Sincernely youns,

ol ol F e i

Richand F. Hewlett
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R. F. HEWLETT
PHONE (702)359-1069

PRECIOUS METAL

DEVELOPMENTS

2602 Monte Verde Way;
Sparks, Nevada 89431

Recent Ainnovations in Precious Metal Technology that 1 have developed ane:

INDUCED PERCOLATION SUBSTANCES

(R R R R R R E R E R R R R R R R R R E SRR

1. One screen s4izes from coarse %o 2. PenCent necoverny is monre
tailings can be heap Leached. than doubled.

3. Leaching time is reduced 4. Solvents(as cyanide) consumption
by a factor of 10. s neduced up to a factorn of 6.

5. Pre-Theatment co#té are Less 6. Increased precious metal value
than $0.50 per ton ore. per $1 IPS 4is up to $ 60

7. Skimes in the preg pond ane §. Capital Investment is greatly
virtually nil. ' reduced compared to millLing.

f')
b CARBONACEOUS ORE PRE-TREATMENT
ERERFRRRRRK KRR KRR KRR R KRR R R R K %

1. Increased gold value due to 2. Special Pre-Treatment techniques
Pre-Treatment Ls up to $ 100 enable heap Leaching instead of
pen $ 1 Pre-Treatment cost. milling for even high-grade ores.

3. Multiple-Solvent Complexes 4. Ton-Exchange Resins minimize zhe
have been developed fon the recoverny plant capital investment
numerous types of organic and the. carbon-bond polymens
substances & environments. minimize the operating costs.

- PRECTOUS METAL RECOVERY PLANTS

ERRKRKRRRRRR KRR AR KR KRR KR KK K KK %
" Preg 0.60 Au & 1.25 Ag / ton solution

> Capacity (GPM) PLant Cost Daily Gross-Au Daily Gross-Ag
50 $ 3,000 $ 3,600 $ 2,063
100 5,000 7,200 4,125

M 200 10,000 14,400 §,250

d 400 15,000 28,800 16,500
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R. F. HEWLETT PRE-TREATMENT ' 2602 Monte Verde :Way

PHONE (702 )359-1069 ) 0 _ Sparks, Nevada 89431
Various Problem

Precious Metal Ones
P fon
HEAP LEACHING

:Sizé/éaéué bibtdiéuiion Minénaﬂogé

o 3 Permeability Physio-Chemical
( ) .* * * * * * * * * .
I St S Disseminated-Open Pit Carnbonaceous Onre.
! Dump Ore; Clay/Fines Refractory Ores
‘ ! LAcddic Kaolinitic Clay Sulgide Minerals.
! ! Tailings Tellunrides
! Chnt Rl Tiall aed Tetl ot Rl Bt Bl Rt Bt Rl e it R L R
! ‘ B T ]
Drikling € ! ! !
BLasting!!! / + Degree + ! Ore Mineralogy
_l / ; + 06 + ! ..... ?******%**’k***
! / +Crushing + !
Loading tAnalysis + !
N ] Foven T pau + ! Orne pH/Ep
o ! 1 1" +Sesectiont Loviii AERLLER
o ! Crushing ' !
! ! !
! ! ! Canbon-Bond
Application of IPS Solution.... ! Polymens
R U e A e e i e ; TS 4 e PRI
Spray on Spray on ; ' !
Ore Truck Conveyon Belt
! ! : : N Oxidants
1 ! . . . ?*******
Hauled ELevated " . : : !
by onto ® . . !
Truck Hea +IPS Solution+ +Reagent and Gold+
A ! / L + +*Solvent Analysis+
< ! / + Selection +..... A i 5 S o i iy +
Orne "Heaped" . A , +  Selection #
onto Pad . : ‘ ! !
! Flocculant . ! !
! %k ok kKK kK ¥ ¥k !
-~ ! sssnsesonved JLILLEER] !
l;) ! : L. Spray Heap......!
Application of IPS Solution y !
___________________________ . ! i
Spray while Dozen is pushing, y : Collect Effluent
Leveling, and ripping . Preg Pond
g ! . !
U ! : !
Cuning-"Sez".............. Recover Values in Plant

Sodium Sulfide(Ag)
Ion-Exchange Res.ins

A
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k“k.F.Hﬁw;srr . 2602 Monte Verde Way
PHONE (702)359-1069 Sparks, Nevada 89431

INDUCED PERCOLATION

M\ The use of an "Induced Percolation Substance" (IPS) to agglomenrate
A4 clays and gines greatly enhances the porosity by creating a hand
and compleZely porous agglomerated mass.

In genenaf, Induced Percolation should be used gor all heap Leaching
ornes; the technique was oniginaaly developed fox tailings. Varnious
ores thorcughly tested are Goldfield and Packanrd tailings, Packand

< dump and cpen-pit ore and Tonopah silven ore, and Gold4ield and
Flosrida Canyon gold cres.

Bendgits cg IPS ane:

Percolaticn Ainchease

Pencent recovery Lincrease

Leaching nrate increase

Percent sLimes Ain preg pond £is minimized.

NN ~—
o W a @

The coszs of applying 1PS would not exceed $0.50/ton one. This
would apply to tailings. The increased gross value due to IPS
S treatment nanges grem 60 to 35 dollars pern dollLar IPS cost.

The absolute change(increase) in percolation and consequently recovenry
.due to the use of an IPS can be summarized by the foLLowing:

\

Type of Oxe Deposit Absolute Increase PenCent Minus 4 Mesh

45% 60% §0%
Gold & Silven Percolation 45 61 80
Gold Recovenry 25 43 55
Silven Recovenry 26 42 57

W, The increase in necovered value per ton of ore due to IPS trheatment
48 presented in the following graphs forn gold and silvern ones.

Netice a posditive corrnelation between the percent minus 4 mesh
and the 4inchease 4in penrcolation due to IPS. This nule-og-thumb L4
s very usejul fon computing the predicted imcrease in percolation and
W tecovery for various ore types and scneen analysis. The mezthodology
§or utilizicn of "Induced Percolation Substances" is presented Lin the :
ginal LLLustrnation. -
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HEWLETT MANAGEMENT
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R. F. HEWLETT
PHONE (702)359-1069

2602 Monte Verde Way
Sparks, Nevada 89431

INDUCED PERCOLATION SUBSTANCES

ORE TYPE
EIITEIIT

Aeld Basic

CLay
Tailings

oooooooooooooooooooooooooooooo

ORE
CHEMICAL
COMPOSITION
XhkkE KRR KR K
Sitica
Alumina
Silicates
" Iron Oxides
Cal0 & Mg0

SOLUTTION
QUANTIFICATION
LR R EE E R EE R R T
Compacted Density
Application Techniques
Solvent(s)

---------

Bhan s o Plasticity Index

TYPES Of

IP SUBSTANCES
E T T T

* LR R EREE R R EE T

Lime Porntland Cement
Agrnicultural  Type 1
Dehydrated Type 11
Hydrated

FRocculants
Halides

PROPORTIONING ANALVSTS

AKX EERE R KRR R R KK KR KR % % %

Screen Analysis

CURING
¥Rk k%X
Time
Method

ECONOMIC ANALYS IS
ERK kKA

*********

Maximize;
Percolation
Heat of Hydration
Recoverny Rate of
Precious Metals

Minimize;
Disintegration
"Set Time"
Cost pen Ton

Types TT11,1V,V
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R. F. HEWLETT
PHoNE (702)359-1069

\
o

_-—

\
ol

PRECIOUS METAL
"HEAP LEACH"
METALLURGICAL TESTING

2602 Monte Verde Way
Sparks, Nevada 89431

Following are availfable "standard" metallungical tesils:

Pre-Theatment

A.

T MAO

Canbonaceous-Kerogen
1. pH change
2. Noble Metal Solvents
3. Canbon bond-Noble metal exchange
Oxidized Sulgides
Base Metakls; Coppen, Zince, Thon, Arnsendic
Tellundides
Refractory Minerals
Complex Sulgides

Solvent Selection

QMM OO >

Leaching

Toxdic
Non-Toxic
Acid pH

Basic pH

Dual range pH
Combinations
Oxidants

Tests (Bannel Tests)

A.

B.
C.

Economic

Recovery-pencentage

1. Solvent(s)

2. Effect of crushing
Leaching hrate
Reagent consumption

Anaﬂyéié

DO >

Noble metal dissoluition rate pen s0lvent
Optimum s0lvent concentrations
Solvent cosits
Optimum so0lvent economics
1. Solvent selections :
2. Optimum economic concentraitions.

5 BLE,
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R. F. HEWLETT ' 2602 Monte Verde Way
PHONE (702)359-1069 Sparks, Nevada 89431

O

OUTLINE

04

;:) CONSULTING EXPERIENCE

gon

PRECIOUS METAL
*HEAP LEACHING ACTIVITIES*

=)

() GENERAL
o EVALUATION

e METALLURGICAL TESTING

T o DESTGN
R PRE-PRODUCTION

... . PRODUCTION



HEWLETT MANAGEMENT

HEAP LEACHING ACTIVITIES

Legal Agreements

Cadestral Sunvey
A. Patented claims
B. Lcde claims

CLaim Staking
A. Lode
B. MLLL site

Environmental Survey

A. Local-State-Federal Regulations
B. Obtain Permits

C. Design & Install Monitor System

Waten '
A. Location Selection-Ownenship
B. Drilling
. Draw-down tesits
2. Reaming §¢ casing

Pump Insztallation
Genenator or ElLectrnic Powen
Pipe Installation
State Use Peamit
Water Testding
I. pH
2. Andions & Cations
3. Majon Elements (Mass Spec)
H., Water Treatment
V. Filtens
2. Podint-settling
3. Polymens
4. pH

QTMTMO O

Powen
A. Sounce-Availability Decision
B. Installation

"!r* K
:\V j
R. F. HEWLETT |
PHONE (702)359-1069
(M GENERAL
.
-
D
3.
| 4.
|
‘ 5.
M)
P,
,;>
| ;.
|
Lw)
Z:

Ancillany
A. 0Ofgice Buildings
B. Laboratory
C. Shops-Maintanence
D, Fencdng
E. Hcusing

2602 Monte Verde Way
Sparks, Nevada 89431



HEWLETT MANAGEMENT

““R. F. HEWLETT
PHONE (702 )359-1069

g HEAP LEACHING ACTIVITIES

EVALUATION

(T I. Review ¢f Available Data
- A. Past Production Histonry
B. Geology
C. Previous Sampling
D. Previous Metallurgical Testing

2. Geclogy
A.  Mapping

1. Lithology

2. Altenration

3. Stauctune

4. Geochemistry
o ) B. 0Oxre Occurence
O 1. Host Rocks

2. Gangue
C. One Mineratogy

5. Topoghraphic Mapping
A. Photographs (aernial)
B. 5-fo0t Contoun Map(s)

4. Sampling

A. Dumps § Tailings
1. Grab/channet
P " 2. Back-hoe trnenches
U 3. Dozen cuts

B. Sunface Mineralization

.  Soll
. Oufcnop
o a. Rock chdip
< b. Channet
c. Dnilling
. Rotary
2. Diamend

—_—
—e

2602 Monte Verde Way
Sparks, Nevada 89431
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HEWLETT MANAGEMENT

\f{ F. HEWLETT
PHONE (702)359-1069

2602 Monte Verde Way
Sparks, Nevada 89431

HEAP LEACHING ACTIVITIES

5. Assayding
A A. Fine
() B. Atomic Adsorption
6. Preliminary Metallurgical Tests
A. pH deteaminations
1. "leaching" waten
2. Ore; host & gangue
B. Solvent Analysis
1. Acdid
2. Basdic
C. Leaching Efficiency-Recovenry
1. Head Assay-Fire Assay
M 2. NoblLe Metals Leached
byl a. Cyandide
b. Aqua Regia
¢c. Othen Solvents
D. Solvent Economic Analysis
1. Solvent Recovendies
2. Estimated Costs
a. Reagents
b. Solvents
¢c. Bugfens
7. Mining Layout § Design
™ ' A. Dumps

A 4 o
2s
3
4.
5

Open-

L

2
&
4.
5

Tonnage fonrn sections of dump

Heads & Recoverable Grades for sections
Estimated Production Cosits

Break-Even Economic Cut-044 Grades
Economic Ore Resenves

Pit One

Bench Hedight

Bench Refenrence ELevation(s)
Production Rate & Costs :
Economic Break-Even Cut-044 Grades
Economic Mineable Ore Reserves
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. 2602 Monte Verde Way

Sparks, Nevada

HEAP LEACHING ACTIVITIES

METALLURGICAL TESTING

L y
A4

() X

TMMOO™®

O B

Z
3
4.
5
6
7

1.

1. Preliminary Sampling
A. Bulk Samples

14

Z.

B. Leachding Water Sounce

Ornelhost nock types)
-Gangue

2. Pre-Trheatment i
A. Canbonaceous-Kenogen

1

2

3
Partially Oxidized Sulfides
Base Metals;
Tellunrides
Regractory Minerals
Complex Sulfides

pH change
NoblLe Metal Sclvents
Carbon bond-Noble Metal exchange

Coppen, Zinc, Iron, etec.

3; Solvent Selection
A, Types
1.

Tox4ic
Non-Toxic
Acid pH

Basic pH

Dual Range pH
Combinations
Ox{idants

Gold-Silven Solvents
Acid phase '

a. Sodium thicsulfate(Na S903-5H,0
. Fenndic chlonide(FeCl ?
Sodium hypochﬂonite(ﬁaOCl)

Sodium chlornide-Sulfuric acid systems

89431

Acidé(HCZ,HNOg,HZSO4,OvaLc, Aqua Regia, etc.)
N

Hy)
Basic phase

. Cyandide

. Sodium thiocsulfate

b
d
d
e.
4. Thiounea(NHZC
a
a
b
c Chlorine-sodium chlosride
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“R. F. HEWLETT
PHONE (702)359-1069

2602 Monte Verde Way
Sparks, Nevada 89431

HEAP LEACHING ACTIVITIES

Economic Analysis
1. NoblLe Metal dissolution hate pen solvent
2. Optimum solvent concentration
3. Sclvent costs
4. Optimum s0lvent economics
a. Solvent selections
b. Concentrations

4. Induced Perculation

A

Ly

Open-Pit ohre

1. Physical-size analysis

2. Chemical-{§ines aggregation
Dumps

1. Physical-size analysis

2. Chemical-f4ines aggregation/clay mineral Lattice
Tailings : :

1. Physical-s4ize analysis

2. Chemical-clay and fine parnticle agglomeration

5. Lleaching Tests (Barhel Tests)

=¥

Recovery-pencentage
1. Solvent(s)
2. Effect of crushing

B. Leaching rate
C. Reagent consumption
6. Process Economdics
A. NoblLe Metal Recovery($)
B. Noble Metals Recovered pen Ton
C. Solvent Cost pen Ton
< 7. Metal Recovery
A. Zinc electromotive neplacement
1. Deaenrnation
2. No deaenration
B. Powdered iron electromotive neplacement
C. Canbon adsoaption
D. TIon-exchange hesins
E. Precdpitation by pH change
F. Selective silven precdipitation with sodium sulfide
G. Reduction of gold with fernous sulfate/ppt.
H. Precdpitation of silven with HCL



HEWLETT MANAGEMENT

\‘“ﬁ. F. HEWLETT
PHONE (702)359-1069

DESIGN

1. Site

(
DO >

~

~
DO>>
. . . . Q

3. Heap

DO >

A.
B.

Lo ¥ i |

2602 Monte Verde Way
Sparks, Nevada 89431

HEAP LEACHING ACTIVITIES

Survey & Design
Pads

Ponds

PLant

Roads

Surpace area & sLope
Pad drainage spacing & network

Drainage ditch Layout

Construction matenial selection
1. Compaction & peameability tesiting
a. Tailings
b. Clay-kaolinite, volcanic tuff, etc.
c. Desent s04il
2. Arntigicial membranes

Desdign

Optimum Lift increment

Shape and configurations of heaps

Heap geometry-tonnage-spray nelat&onah&pé
Spnaj design

One Zonnage

Spray spacing and configuraticn
Spray nate

Tons treated/spray

GPM/spray

GPM/100 422

G\\h-&.wNN
s e e s e

W) ‘ 4. Spray Cycle

Saturation
Spray rate
1.0 Indtial
a. Clay/high % {4ines
b. Non-clay § Low % f4ines
2. Post-saturation § final
Optimum Leach peniod
De-waten peniod



HEWLETT MANAGEMENT

E. Llayout of Pond Systems

—
——

| Lj’ R. F. HEWLETT 2602 Monte Verde Way
PHONE (702)359-1069 _ Sparks, Nevada 89431
O HEAP LEACHING ACTIVITIES
5. Ponds :
Sl A, Settling Tests
) 1. Settled volume
n 2. Ccornected H,0
3. Wedight percent so0lLids
4. Volume pencent s0lLids
5. Settled solution density
B. Settling Rate
I. Teaminal velocdity
2. Un-hindered deltling velocity
3. Setitling veloedity vs. pond height
4. Flow nate in pond :
o 5. Mean width of pond
el 6. Free-settling velocity of smallest
Q particle thazt will setitle
7. Ovenflow particles
C. Panrametens
1. Slope
2. Topography
3. Shape
4. Length
5. Hedigth .
6. Fludid arealnright angles to settling force)
7. DimenALon-voZume-gaﬁ[oné
D. Types of Ponds
{/ \‘\ 1. Sand diteh
kral 2. Pregnant solution .
3. Precipitation/barnren
4. Spray
5. Acdid -
: 6. Basic .
() 7. Acid dettling-coppen, ferric gels,clay minerals, ete.
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HEWLETT MANAGEMENT

A

““R. F. HEWLETT

PHONE (702)359-1069

HEAP LEACHING ACTIVITIES

PLant
A. Desdign
1. Solvents
a. Pre-Trneatment
b. Leaching

B. Equdpment Selection
1. Filtens
2.. Pumps
3. Plumbing
4. Metal necovery system(s)

PLumbing Layout & Design

A.  Plant capacity -

B. Pipe selection(type)

C. Pdipe diametern selection
Viscosdity & density
Pressure drop

Mass §Low nrate
Liquid §Low nate
Length of fLow

VI LN —
“ % W &

Pump Selection

Suction Rift

Vertical R2ift(head)

Suction & discharge pipe size
Pipe s4ize

Line distance

Desined PSI & discharge GPM
Type

HP, Head, RPM, etc.

TOTHNMDO ™ >

Reagent Storage & Mixding

"A.  Cyanide

B. Caustic-Lime

C. Water theatment(fLocculation/polymens )
D. Othen solvents/reagents

2602 Monte Verde Way
Sparks, Nevada 89431
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)
b 3% 1 HEWLETT

PHONE (702)359-1069

HEAP LEACHING ACTIVITIES

PRE-PRODUCTION

I. Construction
A. Haulage roads
B. Pads(4including berms)
C. Ponds(including dykes)
D Installation
1. Linens
a. Ditch
b. Pond
¢c. Pad
Z. PﬂumbLng
a. Preg-plant pipe
b PLant
¢ Plant-precdp pipe
d Precip-spray pond pipe
) / e Spray mandifold & pipe Lines
6. Make-up tanks
3. Windng
a. Pump motors
b. Plant
c. WellL-generaton(?)
4. Tanks ~
a. "Fresh" make-up waten
b. Make-up s0lutions
. Reagent
2. Solvent
2. Plant
A. Equdipment punrchase
B. Plant construction
C. 1Installation on-site
D. Testing; de-bug

3. Laboratonry

TMO O™ >

Atomic adsonption
Titrations

Sclvent analysis
Leaching tests

Metal necoveny tests
Proeess mondtoring

2602 Monte Verde Way
Sparks, Nevada 89431




HEWLETT MANAGEMENT
““R. F. HEWLETT
PHONE (702)359-1069
HEAP LEACHING ACTIVITIES
(:“/‘)
PRODUCTION
1. Mdinding
A.  Grade control
(M B. Dnrilling & blastinglopen pit)
A4 C. Loading(cpen pit, dumps, & tailings)
D. Haulage
2. Heap
A. Orne "heaping"
: 1. Leveling %o specified heigth
2. RdAppding
3. Leachding
A. Solution balance
B. Spray rate -
C. Heap "weep" monitor
M D. Pregnant Monitonr
4 1. Effluent
2. Pond
E. Spray Moniton
1. Spray manifold
2. Spray pond
4. Plant
A. Monitor of preg & barnren
B. pH control & monitonr
C. Solvent/reagent make-up; Pre-treatment
D. Oxygen control
E. Anti-scaling neagents
P F. Sungace ftension control
L' ¥ G. Moniote fon EPA
. Wekl(s)
2. Groundwaten
H. Titrations
: 1. Cyandide("free")
. 2. Lime &/on caustic
W/ 3. Othen s0lvents
I. Procedure
1. Starnt-up of plant
2. Shut-down 0§ plant
3. Cleanding
Y 4. Pumps, etc.
o J.  MLLL operators moniton § neporzs
5. Metal Reccveny

A, Elution/stripping
B. Melting/nefining
6. Sales o,

2602 Monte Verde Way
Sparks, Nevada 89431
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\‘R. F. HEWLETT
PyoNE (702)359-1069

</ 1957 = B.85.
1960 - M.S.

2602 Monte Verde Way

Sparks, Nevada 89431
RESUME '

in Chemical Engineening; Towa State Undiversity
Ain Minding Engineening; Undvernsity of Arizona

1967 - Ccunse work and Dissentation completed fon a D. Sc.

EXPERIENCE

1978 tc date:

1970-1977:

i _ EDUCATION
|
\
i
:
i

\ ' 1968-1970:

1963-1967:

1957-1963:

in Mining Engineerning and a Ph.D. in Geclogdical
Engineending while on the teaching faculty at the
Undiversdity of Ardizona and the Colorado School c¢f Mines.

Consultant; Precdious Metal Heap Leaching,
Propenty Valuation & Acquisdition

Genenal Partner and 0fficern;
A. Sienna Mineral Managemenzt-McDerrmott Mine
; (Open-Pit Mercury Mine)
B. 1971 Minerals-Tombstone, Arnizona(Gold-Silven
Heap-Léeach Operation)
C. Nelson, Nevada(Gold-SilLver Heap Leach)
D. Cndipple Creek, Colorade (Gokd Heap Leach)
E. Goldfietd, Nevada(Gold-Silver Heap Leach)

Mine Finance; Consultant on Acquisition and Mine
Valuation(Zurich, London, Rome, Johannesbunrg,
Paris, Belem(Brazil), and New Yonk)

Chainman of zthe Boand; COMPUTEC RESEARCH GFI COMPUTER
INDUSTRIES, COMPUTERIZED NATURAL RESOURCES § R.F.
HEWLETT & ASSOCIATES; Computen Appzicaiion Cempandes

Bear Creek/Kennecott; Statistical Enginecern. Developed
computen applications for ore reserve computations,
design of underground and open-pit mines, exploration
dnilling pattenns, financial evaluation of exploration
projects, production scheduling, and process optimiza-
tion forn copper smelting.

Yuba Mining Company; Exploration, mine examination,
and design fen open-pit gold & silven depoaitb <n Tdaho.

Utah Construction; Mine Engineen for underground m&n&ng
0f 04€ shale Ain Co£01ado(Un40n 04L) . : .

Kadisern Aluminum; Bauxdite exploraticn, mine examinaticn,
slucnspan depesit valuation, engdineerding, and plant
prccess in Jamaica, Panama, Brazil, and U.S.A.




{ HEWLETT MANAGEMENT

b.:“_.“'?"i‘ . e e Bl St

\\Jk.FZI{E“lETT , 2602 Monte Verde Way
PHONE (702} 359-1069 Sparks, Nevada 89431

CONSULTING EXPERIENCE BY COMPANY

American Metal CLimax
Amenican Potash & Chem Conp
Amefican Smelting & Refining
Anacenda Company

Bainen Hinding Cempany
Bente-Delbean

Cewte De Pasco

Citdes Servdce

Cempanda Mineta De Cananea
Duval Coaporaticn

EL Paso Natural Gas

gtiwl Coaporation

Granby Mindng Company
Granisle Mines

G.T. Bator & Asscciates
fanna Mining Company

Inish Base Metals

CONSULTING EXPERIENCE BY COMMODITY

GOLD

Virgdinda Mine (Transvaal)
Leraine (Thansvaal-Africa)
Cuipple Creek(Colorado)
Goldgield (Nevada)
Thunden Mtn. {Idaho)
Nelson(Nevada)

Congress (Arizona)
ELkhoan (Montana)

Micjave (California)
Chlonide (Anizona)
Virginia City (Nevada)
Orc del Rey(Utah)

Meskern (Utah)

Central City(Colonrado)
Wickenbutg (Aizona)
Crewn King (Adlzena)
Oatman (Anizcna)

Kaisen Aluminun & Chem Coxp
Kennecott Copper Conp

Kingdom of Saudi Arabia

Miami Coppen

Minera Bayovar

McLybdenun Conp of America
Noranda Mines

Oceddental Petrolewn(Minerals)
Placern Development

P.L.AN.T.

Quintana Minenals

Revere Coppen & Brass
Supenion 048 Company
Swindell-Dresslen

Texas Gulf Sulphur

Trhansvaal Consolidated Goldfields
Thans Wornld Airlines

STLVER .
Packard Mine (Nevada)
Tonopah (Nevada)
Calico(California)
CandelLaria (Nevada)
0504 Calientes (Mexico)
Zacatecas (Mexico)
Tombstone (Arizona)
Silver PLumb (Colorado)
Ewreaka-ELy (Nevada)
Rey Mart(Arizona)

La Colorada (Mexico)
Leadv.ille (CoLorado)
Searchlight (Nevada)
Prescott (Anizona)
Yucca (Andizona)
Pience-Gleascn (Anizona)
Reville (Nevada)
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LR )
VR. F. HEWLETT
PHONE (702)359-1069

COPPER-MOLY-Au

L Safgord, Arizena(KCC)
Tanama, Puextc Rico(KCC)
Lights Creek, Calif. (AMEX)
Nevada Divison(KCC)

i Diamond H{Miami Coppen)

() San Xavier Nonth(ASARCO)

el Ray Mines, Andizena(KCC)
Grancsle, B.C. (Granby)
Michiquillay, Peru(ASARCO)
Jabal Sayid, Saudi Arabia
Ruby Creek, Alaska(KCC)
Kalamazoo, Ariz. (Quintana)
Silven Bell, Aniz. (ASARCO)
White Mesa, Ariz.(ASARCO)
Canaea, Mexico(Anaconda)
Cajo Abaho, Puerto Rico(AMAX)
Coppenr Creek, Arniz. (0XY)

KoY Lampa, Peru(ASARCO)

Y Galone Creek, B.C. (KCC)

x Lakeshone, Aniz. (EL Paso)

Marccpper, Philippines
Castle Dome, Cities Service
Newman, B.C. (Noranda)
Chauistmas, Anizona
San Manuel, Arizona
Twin Buttes, Aniz. (Anaconda)

|

NICKEL-COPPER

Ragland Nickle(Quebec)
™ Pikwe, Africa

SULPHUR

Banguet,‘PhiﬁippineA

URANTUM
Hemestake-Sapin, New Mexice

) BRINES & SOLID PHASE

Tacna, Caldijycrnia

2602 Monte Verde Way
Sparks, Nevada 8943]

COPPER-ZINC- LEAD-Ag

Timnins, Ontardio (Texas Gulf)
Cerne De Pasco, Peru

COPPER-MOLY

Sterita, Arnizona(Bear Creek)
Brenda, B.C., Canada

MOLYBDENUM

CLimax, Colorado(Am. Metals CLimax)
York Hardy, B.C.(ASARCO)

Questa, New Mexico(MOLY CORP)
Endako, B.C.(PLACER)

Hall, Nevada(Anaconda)

Alice Anm, B.C. (KCC)

LEAD-ZINC-Ag

Nonthgate, Ireland

Sakem, Missound (KCC)

Vibwinum, Mo. (ASARCO)

Ternre Monte, Porntugal
COPPER-TRON

Craigmont, B.C.(PLACER)

Boss-Bixby, Mo.(Am. Pb-Zn)
PHOSPHATE

Florida

Tunesdia

Sechura Desent, Peru

TRON

Celima, Mexice
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" R. F. HEwLETT 12602 Monte Verde Way
PHONE (702)359-1069 Sparks, Nevada 89431
PUBLICATIONS
- 1 1970 - "Comparison o4 the Triangular, Polygonal, and a

Statistical Method of Computing Grade and Tonnage of One
gon the Silven Bell Oxide Porphyry Coppern Deposit."

2. 1969 - "Case Histornies 0f ExplLoration Drilling and Oke Reserve

(j) Estimaticn", Geological and Mining Society of British Cclumbia,

Vancouven, B. C.

5. 1968 - "Chdse Histonies 0f Automated Ore Reserve Estimates",
Annual Meeting of the AIME, N. V. (In Collaboration wLth
Drn. A. Bangdield of Behrne Dolbeaxn).

4. 1968 - "New Techniques 4in Prospecting for Coal", Amenican
Mining Congress, Annual Meeting of the Coal Division,
Pittsburng, Penn.

5. 1965 - "Open Pit Mine Design Utilfizing a Digital Computer",
2Py Annual Meeting of the Amernican Institute 04 Mining, Metall-
B urgLcal and Petrnoleum Enginnens, Inc., Chicago, 1LLinodis.
6. 1965 - "Design of Daill-HolLe Grid Spacing for Evaluating

Low-Grade Copper Deposits", Reporzt of Investigation,
U. S. Bureau 04 Mines.

7. 1964 - "Future Computenization in the Mineral Industny",
International Symposium on Applications 04 Statistics,
Operations Research, and Computens in the Minenal Industnry,
Colorado School of Mines.

§. 1964 - "Empinical Models of a Coppen Reverberatory Furnace",
International Symposium o Statistics, Operations Reseaxrch,
and Computens in the Minenal Industrny, Colorado School 04 Mines.

9. 1964 - "Dynamic Problems 4in Mining", Inteanational Symposium
<in Computens and Computenr Applications, Univensity of Arizona.
10. 1964 - "Abpﬂication 06 Simulation in Evaluating Low Grade
M Minernal Deposits", Bureau of Mines, Report of Investigation

Number 6501, 63 pages.

7. 1964 - "Polynomial Sunface Fitting Using Susface Data frnem an
Underground Copper Deposit", U. S. Bureau of Mines, Repcat of
Investigaticns Numben 6522, 27 pages.
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L/
R. F. HEWLETT

2602 Monte Verde Way

PHONE (702)359-1069 Sparks, Nevada 89431

b2

13.

14.

15,

16.

1§.

20.

\JJ

21,

27.

£33

24.

1964 - "Simulating Mineral Deposits Utilizing Monte Carnlo
Techniques and Mathematical Methods", U. S. Bukeau c§ Mines,
Report ¢f Investigaticn Numbern 6493, 27 pages.

19635 - "Computer Methods in Evaluation, Development, and
Operations of an Ore Deposit", Annual Meeting of the American
Institute of Mining, Metallurgical, and Petroleum Engineens,
Inc., Dallas, Texas.

1963 - "Pit Desdign Utilizding a Digital Computer", Symposium
¢ Operations Research, Stanford Univexsity.

1963 - "A Basic Computer Program for Computing Grade and
Tonnage of Ore Using Statistical and Polygonal Methods",
U. S. Bureau of Mines, Repcrt of Investigation Numbenr 6292.

1963 - "Computing Ore Reserves by the Traiangular Method
Using a Medium Sized Digital Computern”, U. S. Bureau o4
Mines Repoat o4 Investigation Numbern 6176, 30 pages.

1962 - "A Survey 0§ the Techniques and Applications of
Computens 4Ln Resolving Operating ProblLems", Amexrican Mining
Congness, San Francdsco Annual Meeting.

1962 - "Computing Onre Resernves by the Polygonal Method Using
a Medium Sized Digital Computer", U. S. Bureau o4 Mines,
Report of Investigation Numbern 5952, 31 pages.

1962 - "Minernal Deposit Evaluation Using Mathemantical Models
and a Digital Computen", Undvensity o4 Anizona Symposium on
Computen Applications, vol. 1, section K, pages 1-55,

1962 - "Use of High-Speed Data Reduction and Processing 4in
the Mineral Industny", U. S. Bureau of Mines, 1. C. 8099, §2 p.

1962 - "Foamulating Computer ProblLems", Univensity of Arizona
Symposium cn Computen Applications, v. 1, secticn D, pp. 1-37.

1961 - "Caleulating Ore Reserves Using a Digital Computen",
MINING ENGINEERING, v. 13, 1.1, pp. 37-42.

1961 - "Small Mines Can Make Wide Use of Computexa", MINING
WORLD, v. 23, n. 7, pp. 38-40. ;

1961 - "Computer Calculates Best Method to Develop High-Angle
Escalante Vedin", MINING WORLD, v. 23, n. 10, pp. 31-35.

1960 - "A Compardison cf Varndicus Metheds c¢f Caleulating One
Reserves Using a Digdtal Computen", U. ¢f Arndizona Sumposium.




Consultants in:

O 5’&%5’1" 4500 E. Speedway, Suite 14

e base & precious metals ¢ uranium : L . — (602) 795-6097
e coal e geothermal e environment

e remote sensing e color aerial photography
o Orpretation-image processing

Worldwide Mobilization Geologist

O

Dr.

Southwestern
Exploration Associates, Inc.

November 21, 1978

A.J. Greenbaum

U.S. 0il and Minerals Corporation
1400 Willow Lane, Suite 1000

Wichita,

Re:

Kansas 67208

Meeting between J.A. Briscoe and Messrs. A.J. Greenbaum and
Ray Combee in the Greenbaum home, Wichita, Kansas, 7:20 p.m.
to approximately midnight, Monday, November 20, 1978 to

discuss REA Mineral Exploration Proposal

Dear A.J.,

Thank you for the opportunity to meet with you last night in your home

in Wichita. Please express my thanks to your gracious wife for her

hospitality.

I find your candor most refreshing. A synopsis of my understanding of

our meeting is as follows:

You find my proposal for a minerals exploration piogram in
the western United States encompassing all profitable

mineral commodities basically sound from both the

technological and business viewpoint.

You feel that the raising of some $14 million in limited

partnership contributions is feasible, though difficult.

Tucson, Arizona 85712

James A. Briscoe, President
Registered Professional
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A.J. Greenbaum

Page 2

Pursuant

initiate

You feel the package has to be polished substantially before
presentation to potential limited partners.

A proper investment vehicle is required prior to submittal to

potential investors.

You are willing to assist in polishing the product and
investing in the first unit in the amount of $1.33 million
through your core "group of 20". After the initial unit is
underway you will work over the next six months to a year to
sell the other ten units, (New Mexico will have to be
excluded because of my current committments there) six of
which (including your "core of 20") you believe will be
subscribed to by current contacts. The remaining five will
essentially have to be cold canvassed, though, through
contacts with the original six unit investors.

You will do this on a commission basis in the amount of 20%
or approximately $2.9 million.

Your activity in this endeavor is contingent on my
investment, to match your own of the initial seed money to be
used for legal fees and other expenses. These monies you
believe can be expended over approximately a two-month period

in order to organize the original vehicle so that unit one
may be activated.

to the above I have taken steps upon my arrival in Tuecson to
the following:

Instructed my attorney to prepare incorporation of REA,
which will be the vehicle for the general partner. This will

take less than one month to accomplish.



O

O

A.J. Greenbaum

Page 3

In order

from you

Made arrangements for office space in our office complex to
house the corporate offices of REA. Mr. Ray Combee can
occupy space in this office as early as January 15, if indeed
our negoitations come to fruition.

I have instructed my accountant to cooperate with my attorney
to prepare an appropriate bookeeping format for REA.

I will have in escrow not 1later than January 20th, $20
thousand earmarked for deposit to the account of REA at such
time that is matched by a similar contribution from you in
order to fund REA for the requisite legal and promotional
work.

I am outlining basic preparatory steps (most of which are
already underway) to my staff to insure that the unit one
area can be initated no later than February 15, 1979.

to facilitate a smooth start-up of this program I require
the following:

A detailed 1list of your recommendations for upgrading and

polishing the current presentation.

Any prerequisites you may have regarding the initial business

organization of REA.

A suggested 1list of ways in which I and my organization can
work to enhance the viability of this project in the interim
between the present date and on or about January 20, 1979
when REA will be funded with the initial seed money. This of

course will be at no cost or obligation to you.



o O

A.J. Greenbaum

Page 4
It 1is

A budget on how you propose to expend the intial seed money
of $40 thousand for the preparation of the general
partnership vehicle, and a war chest for sales operation.

A listing of your business <creditentials and credit

references.

A letter of intent indicating the above is acceptable to you,
or an indication of required changes which would enable you
to sign such a letter of intent.

my understanding that the above 1is to be kept in mutual

confidence until such time (if ever) that any disclosures may be made.

Very truly yours,

James A. Briscoe

JAB/mp
S78
1847
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January 22, 1979

Dr. A.J. Greenbaum
\:>U.S. 0il and Mining Corp.

1400 Willow Lane

Wichita, Kansas 67208

Hand delivered to Dr. Greenbaum by JAB at the Arizona Biltmore Hotel,
Scottsdale, Arizona

RE: Proposals submitted during meeting of January 18,1979 -
Tombstone, Arizona, Matrix, California and Randsburg, California

Dear A.Jd.,

This is a recap of our meeting of Tuesday evening, January 18, 1979,
starting at approximately 7:05 and finishing at approximately 10:30
p.m. at the Biltmore Hotel, Scottsdale, Arizona, and several sub-

,«/\

)

\\/

sequent telpehone conversations up through Sunday evening January 21,

1979.

During that meeting I presented you with three projects; 1)the
Tombstone Mining District Heach Leap and Exploration Proposal; (2)the
Matrix Project and; 3)the Randsburg Mining District, San Bernardino

/*\and Kern Counties, California.
|

A 4
It is my understanding it is your intention to fund certain portions
of these exploration proposals yourself but also to seek additional
¢ capital from various other joint venture partners. It is also my
\"agreement with you that I will not deal separately with such potential
venture partners should they approach me in an effort to go around
you. In a like manner it is my understanding you will not deal
KA\separately with property owners or any of my contacts in these three
K~/areas. In the case that any of these individuals should try to go
around either you or I we will simply inform each other and take

appropriate action at that time.

'éqnsuftégts in: O C\_ 4500 E. Speedway, Suite 14
: - o 4 " . / Tucson, Arizona 85712
base & precious metals e uranium (602) 7956097
e coal » geothermal e environment
e remote sensing e color aerial photography
p : 5 . James A. Briscoe, President
"Werpretatlon-lmage processing Registered Professional
Worldwide Mobilization s Geologist
P Southwestern
< Exploration Associates, Inc.



Dr. A.J. Greenbaum
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Tombstone Project

During that meeting and subsequent conversations it is my

understanding that the following will be done:

1. I feel that it will require approximately $50,000 to check the
details of these suggestions made in the Hewlett report. This
should be done in a careful manner prior to committing and
expending the $200,000 suggested by Hewlett in his report.
This will include;

a) A leach test using the IPS system.

b) Drilling, back-hoe cutting, or other sampling procedures on
the existing heap to verify that reported values are still
in place.

¢) Preliminary geologic mapping and sampling to verify
prescence of some of the gob material, and some of the open
pit material reported to be present by Hewlett.

2. As a first step, the Tombstone Development Corporation lands
must be secured. This will take apbroximately $3,000 in
labor, and $6,000 as a first payment to the property owners.
We believe that the following property strategy will secure a
lease-option on the Tombstone Mineral Development ground.

a) pre-payment of $6,000 for back taxes to secure the ground
for six months.

b) committment of $100,000 in exploration and/or development
funds as also part of our six month free option
committment.

c) at the end of the six months free time a $5,000 payment per
month of 5% NSR royalty whichever is greater.

d) $1 million dollar end purchase price.
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It is my understanding that you need a preliminary report as
soon as possible in order to raise funds on the Vancouver
Stock Exchange through an offering of KARIN Lake Limited
stock. I understand that some stock will be set aside in my

name in addition to any other arrangements we might make.

We will be setting up a checking account called the S.E.A. TMD
(which signifys Tombstone Mining District) trust account to
receive operating funds on this project. It is my under-
standing that an initial $5,000 will be wired to this account
(Account No. 86-0340862) on completion of a letter agreement
during our meeting scheduled for this afternoon at the office
of Barry Zak Esquire Lawyer for the KARIN Lake Limited
operation in Scottsdale.

Matrix Project

\

1

The Matrix Project, located adjacent to the ASARCO Waterloo
Mine and the Superior 0il Company Langtry Mine in the Calico
Mountains, has potential for a hi-grade stratabound silver
deposit in basal limestone of the Miocene Barstow formation.
This limestone lies at an approximate depth of 2,000 feet
below surface in the Matrix area. A substantial geochemical
anomaly has been delineated by previous drilling in the area
but no drilling has been sufficiently deep to test the
high-grade potential of this limestone. The alteration zone
at the Matrix, has approximately twice the aerial extent of
the combined Superior ASARCO ore bodies. There may also be
some disseminated lower grade values over the hypothetical
high-grade limestone replacement manto-type ore body. Because
of the depth of these assumed disseminated low-grade deposits,
it is not known whether they can be exploited under present

price - technological conditions.
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Dr. A.J. Greenbaum
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It has been my recommendation to you and to which you agreed

that exploration will consist of:

a) complilation and interpretation of existing data and some
additional on site geological mapping at a cost of
approximately $20,000.

b) the drilling of three diamond drill holes to depth of
not less than 2,000 feet at an estimated cost of $25/foot
(including drilling, assaying, and supervisory costs) for a
budget of $150,000. The old Geodata hole reported to be
drilled to a depth of 1800 feet may be reentered, washed
out, and continued via diamond coreing to a depth of 2,000
feet. This could "substitute for one of the three holes,
although it may be in addition to the three previously
mentioned holes.

c) obviously this is contingent on our agreement, and
obtaining a reasonable lease-option agreement from the

current property owners.

Providing a reasonable option on the property it is my
understanding that the above outlined exploration program will

be funded by Thunderwood Resources and Reach Resources

Limited, both on the Vancouver Exchange. Funds will be
advanced from these entities in the following manner: $5,000
at the end of February, $5,000 at the end of March and $10,00
at the end of April. In order to facilitate our immediate

commencement on compilation of data on this project, it is my
further understanding that you will advance to a bank account
set-up for that purpose $5,000 as soon as our agreements our
consomated. You will be reimbursed by the advance of $5,000

from Thunderwood and Reach payable at the end of February.

These monies should be deposited to the S.E.A. CMD (which
stands for Calico Mining District) Trust Account No.
959-12585.
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Randsburg District

In the same meeting I presented the Randsburg District to you.
I suggested this as a potential target for disseminated ore
bodies of silver, tungsten and gold mineralization in the
Kelly Mine Area, the Atolia Area, but more specifically in
hidden pediment targets based on structural geology and
alteration performed by myself and labeled targets 1, 2, 3, 4
and 5 in the white bound illustrated report on the Randsburg
District which I left with you after our meeting of Thursday,
January 18.

These disseminated mineral targets are on ground primarily
held by Texas Gas Exploration. Other high-grade bonanza-type
as well as open.pit ore bodies are located in the Kelly Mine
Area held by Mines Exploration Incorporated. Additionally I
mentioned potential for dump leaching of tailings from the
Kelly Mine having significant values of gold, silver and
tungsten remaining in those tailings. These tailings would be
imenable to the IPS system of leaching. Unfortunately, Mines
Exploration 1is currently engaged in 1litigation, though we
mutually believe this might be solveable by an outside
mediator - possibly yourself.

Further potential for low-grade gold mineralization exists in
the Yellow Aster Mine Area which has recently been drilled by
RENCO Petroleum Limited. It is my belief that they have
missed the major potential of this =zone, though they have

apparently have outlined some low-grade values.

It is your feeling that this a much larger project that will

require approximately $.5 million dollars in exploration
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- expenditures prior to any meaningful tests of the district.
With this I agree. I agree to give you exclusive options on
the district until February at which point you will be talking

{ﬁj with Mr. Roy Becken of Roberstson Resources Group, who

o represents the Rothchild Group. It is my understanding that
should I have any offers between the present time and February
I will immediately get in contact with you by telephone and

M) you will contact Dr. Becken to see what their interest in the

Y

project is.

The above is my understanding of our various conversations since our

meeting on January 18 and numerous telephone conversations subsequent
to that time.

Your initials on the signature 1line provided below indicate your

aggreence to the above. If any of the above is not to your
(\)understanding, I invite you to change it in your own hand those items
\V/to indicate what you understanding was of our conversations.

Very truly yours,

James A. Briscoe

1961 Enclosures: J.A. Briscoe Resume and
Track Record
P S.E.A. Inc. Company
. Description
Personnel Resume Chart

S.E.A. Partial List of
A.J. Greenbaum Clients




TOMBSTONE

1. Turnkey Consulting Management Contract for all phases

of the project

Geology
Exploration
Ore Reserve

HEHOQW >

Drilling
Calculations

Mine Planning and Design
Initial Management

Land, Research, Acquisition

2. TFor our information and submittal of this proposal, as
well as any proprietary metallurgical systems or geologic
data, the following carried interest should apply:

30% NPI or 10% NSR whichever

25% NPI or 5% NSR whichever

20% NPI or 3% NSR whichever

15% NPI or 2.5% NSR whichever

NPI is defined as:

of the participants.

is

is

is

is

Months from -Signing

greater
greater
greater

greater

0 - 6
6 - 12
12 - 18

ovér 18 months

Net profits of the operation before taxes,
including all reasonable overhead expenses of the operation,
but not to include operation expenses of headquarter offices
This is to commence after payback of
original investment and interest at prime plus 1.5%.
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MATRIX

Turnkey Consulting Management Contract for all phases
of the project

Land, Research, Acquisition
Geology

Exploration Drilling

Ore Reserve Calculations
Mine Planning and Design
Initial Management

HEHOQW >

For our information and submittal of this proposal, as
well as any proprietary metallurgical systems or geologic
data, the following carried interest should apply:

20% NPI or 1% NSR whichever is greater

NPI is defined as: Net profits of the operation before
taxes, including all reasonable overhead expenses of the
operation, but not to include operation expenses of head-
quarter offices of the participants. This is to commence
after payback of original investment and interest at prime
plus 1.5%.
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RANDSBURG

Turnkey Consulting Management Contract for all phases
of the project

Land, Research, Acquisition
Geology

Exploration Drilling

Ore Reserve Calculations
Mine Planning and Design
Initial Management

HEHOQW>

For our information and submittal of this proposal, as
well as any proprietary metallurgical systems or geologic
data, the following carried interest should apply:

20% NPI or 2% NSR whichever is greater

NPI is defined as: Net profits of the operation before
taxes, including all reasonable overhead expenses of the
operation, but not to include operation expenses of head-
quarter offices of the participants. This is to commence
after payback of original investment and interest at prime
plus 1.5%.
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HEWLETT MANAGEMENT
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R. F. HEWLETT 2602 Monte Verde Way

PHONE (702)359-1069 January 22, 1979 Sparks, Nevada 89431

) Mrn. BiLL Hight
““ TOMBSTONE DEVELOPMENT CO.
1824 Nonth Broadwell
Grand Tsland, '
Nebraska (85704)

<:>, Dean Bill:
Enclosed please find two enclosures. 1 have prepared a Letten
to 1971 Minerals from you(TOMBSTONE DEVELOPMENT COMPANY) which
states the data that you should have Ed Speern obtain. As 1
mentioned, he has agreed fo do thdis for you as a favorn. Also,
enclosed s a List of TDC data given 1971 Minerals grom Bob Hicks.
This was the Linventory of data.
In summarny, 1 would suggest the folLowing:
1. Send my prepanred Letten-signed by younrnself---
on one verny similan.
/,/\ \
L 2. Send with the above coverning Letten, the data inventonry
List grom Bob Hicks (prepared when he turned oven the data).
I am sending a copy of both of these to Jim Briscoe:
Jim Briscoe----- gor Ed Speen
Southwest Exploration Associates
4500 East Speedway------ Suite # 14
Tucson, Andizona(85712)
Jim's on Ed's phone numbern is 1-602-795-6097
o On nrecedipt of these copies, Ed Speer will go and get the data.
() When he has it gathened up, he can contact you concerning how
7 %o send it %o Grand IslLand-perhaps by bus.
Ma. HighZt's numben 45 1-308-382-7480(0ffice) on 3147 at home.
. BilL, T will go to Tombstone s0on ans examine the presses you
LV> mentioned that you would Like to self. 1 have found several

groups interested;1 will take care of this for you within 2 weeks.

Best pensonal rnegands.

Rl F (oo teXt

< Richarnd F. Hewleitt



TOMBSTONE DEVELOPMENT COMPANY
1824 Nonth Broadwell -
Grand IsfLand, Nebraska(68801)

1971 Minenals

7110 Noath Oracle Road
Suite 213

Tucson, Arizona(85704)

Dean Sins:

Mr. Ed Speer who we knew from previous trnips to Tombstone has
agreed to come to your ogfice and pick up our data that was
Loaned to 1971 Minenrals many years ago, with the understanding
that 4t would be retunrned.

Enclosed please find a List of data Mr. Robent Hicks of the
Tombstone Development Company gave to 1971 Minerals. We want
all of that data, plus the follLowing according to our agheement:

l. Drnilling done by '71 Minernals

a. Tranqudillity-Toughnut-Skip Shaft anrea

b. On southern un-patented claims;assessment drilling
Sungace. sampling on all of our claims (patented & Lode)
Underground maps showing sampling, geology, alteration, etc.
Data from underground "in situ" Leachding
Sampling results from back-hoe trenches in dumps;
which wene hauled to the heap for Leaching
Assays grom heap samples
ALL banrnel tests
Geological maps made of Distrdict
Drilling done in the District

Repornts by Jim Baiscoe and Kenyon Richands
Assay nesults grom all drilling in the District
Sunface sampling by geologists in Head Centern area,
Contention dike anrea, Skip Shagt area, Tribute,
West Side, Boss, Grand Central, Toughnut, Goodenough
and Silven Thread anrea's.
13. Any othen data on the Tombstone Mining Disirdict.

Ur & ™D
e s e e

——
N = O O oo NG
[ T T T S S

Thank you for helping us obtain oun data and reports.

Sincenely youns,

TOMBSTONE DEVELOPMENT COMPANY




Robert Hicks
Pasedena, California

Data given to 1971 MiZnerals

1.

6.

Tucson, Arizona,

Drill records, logs, etc., from Newmont drilling - 53 pages

A,
B.

Drill-holes #1-9 (Newmont)
Phelps Dodge drilling- 1930 (10 drill holes)

Underground maps

A,
B.
C.
D.

Underground drill targets(Newmont)
Report on ore-~targets '
Anticline data-rolls and ore bodies

Extent of underground workings(maps)

Cross-~Sections

A,
B.
Reports
A;
B.
Ce.
D.
Anticline

E.
Fo

Drill-hole # 7 & 9(Newmont)
All other drill holes

Mellgren
"Tombstone ans its Mines"
Joe Graves

Dr. Lacy-Carouso-Austral 0il

Cross-Sections

Holderness
Vizina
Marcia
Toughnut
Goodenough
Silver Thread

Ore Deposit Structure and Ore Outline Cross-Sections

A,
Be
C.
D,
E.
F

Ariz, fissure G. Lucky-Cuss-01d Guard
"407" fissure H, Head Center-Grand Central
West Side fissure I. Bunker Hill-Emerald
Empire dike J. Toughnut & Skip Shaft
Contention dike K. Contention-Sulphuret
Sulphuret dike L. Knoxville
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Southwestern
Exploration Associates, Inc.

January 23, 1979

Richard F. Hewlett
2602 Monta Verde Way
Sparks, Nevada 89431

Dear Dick,

As of last night, I have a signed letter agreement with Dr. A.J.
Greenbaum of Pangea Corporation of Montreal. This contract is
favorable if we perform in the matter described in your report.
I have enclosed an article from Sunday's paper in the Arizona
Republic regarding one of Dr. Greenbaum's deals here in the
Arizona oil play.

My agreement with Dr. Greenbaum calls for a complete turn-key
contract for the operation on the TDC ground at Tombstone, and I
expect to pursue it as per our various telephone conversations
regarding S.E.A. Hydromet Inc. One hundred percent of the
management responsibility will rest on our shoulders - Dr.
Greenbaum wants nothing whatsoever to do with any management
aspects but simply expects to be kept informed as to the
progress. This includes negotiation with the land owners on an
as soon as possible basis.

Dr. Greenbaum and his partners in this deal - Karin Lake Limited
(the same people as are involved in the San Jacinto o0il deal
mentioned in the newspaper clipping) are underwriting an offerinc
to be made immediately on the Vancouver Exchenge. This offer ng
will include not 1less than $50,06008 for test work, and the
$200,000 you outlined in your proposal for putting the heap into
production. There is some possiblity that we may go i: for an
offering that may be substantially larger than this w! i ch I will
discuss with you via telephone later. Contincr ..t on this
offering is the presentation of your report as i:, as well as
summary report prepared in the manner of the T.G. Wright report
prepared for San Jacinto Exploration Limited and Dakota 0il and
GCas Corporation, which I am enclosing with this letter. It is
imperative that we work as rapidly as possible to get this
completed. It must be done in the same format as the T.G. Wright

4500 E. Speedway, Suite 14
Tucson, Arizona 85712
(602) 795-6097

James A. Briscoe, President

] y 4 Registered Professional
v Geologist
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Richard Hewlett
January 23, 1979
Page 2

report, but in your words and on your typewriter to correspond
with the previous report. If at all possible we would like to
have this before Friday. This means shipping things to Tucson
via next day delivery or air freight.

The first order of business is to get an agreement with the
property owners. Dr. Greenbaum at this point has authorized
pre-payment to them of $6,0066 for their back taxes as discussed,
and a committment of $100,000 in exploration or development funds
as part of our six month free-option committment. I disscussed
the idea of the $5,000 per month payment after six months and we
feel that it is best to try and get a lower payment, if pro-
duction has not been made at that point so as not to unduly
burden the operation. In other words you do your best deal with
them - something that will insure us in case of bad luck and
unfortunate contingencies so that we can continue work without
having to carry a heavy burden of pre-production payments. The
negotiation will be entirily up to you. Dr. Greenbaum will
furnish no backup data as to his credentials or ability to pay.
Thus the contract can be worded in such a manner as to place the
emphasis on performance since that is really the only thing that
they are interested in and not who Dr. Greenbaum or Pangea
Corporation is. I am personally convinced of his trustworthiness
and abilities to come through - so I see no problem there
whatsoever. I will discuss this further with you when we meet on
Sunday.

Best regards,

A

“~

XA N

James A. Briscoe

uﬁAB/mp

1965
P-418
Enclosures
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Southwestern
Exploration Associates, Inc.

January 24, 1979

Richard F. Hewlett
2602 Monte Verde Way
Sparks, Nevada 89431

RE: Letter Agreement for the Formation of S.E.A. Hydromet
Incorporated

Dear Dick,

During the fall months of 1978 in or about the first part of November
you contacted me regarding metallurgical systems or techniques you had
developed for more efficient heap leaching ores for gold, silver,
molybdenum, tungsten and possiblly other metals. These techniques
involve your research with various combinations of chemical solvents,
and your system of induced perculation systems which you term the IPS
process. By using a combination of IPS and your chemical solvents,
orders of magnitude increased efficiency in leaching of various types
of ores can be attained. After our various discussions and your
presentation to me of a brief outline on the IPS system, I feel that

these techniques have considerable merit.

We have discussed on numerous occassions and specifically that par-
ticular telephone call during the evening of December between I in
Searchlight, Nevada, and you in Reno, Nevada, we have agreed to form a
subsidiary company to Southwestern Exploration Associates Incorporated
called S.E.A. Hydromet Incorporated. The objectives of S.E.A.
Hydromet Incorporated are as follows:

4500 E. Speedway, Suite 14
Tucson, Arizona 85712
(602) 795-6097

James A. Briscoe, President
Registered Professional



Richard F. Hewlett
January 24, 1979
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@,

L 1. To conduct further metallurgical research into your techniques
regarding IPS and various solvents and techniques for extrac-
tion of any and all metal or non-metallic constituents of
economic value from ores, and to bring these techniques to
A patent if possible. 1In order to provide the company with its

initial operating capital, we will purchase for cash a

sufficient amount of the company's stock to cover initial

incorporation expenses as well as initial operating overhead.

2. The licensing and/or sale of the techniques, ideas, and your
services as a consultant acting under the auspices of S.E.A.
Hydromet Incorporated.

O 3. The acquisition and leaching of various tailings and or mine
dumps which may contain economically recoverable constituents,
amenable to extraction by the IPS and/or your leaching
techniques or those which might be developed during the course
of future research. These tailings and mine dumps may be
located in the various mining dumps of the western United
States, Canada, Mexico or other mining areas of the world.
This agreement will cover all such dumps or tailing deposits

P which we might be able to acquire under the auspices of S.E.A.

A4 Hydromet Incorporated anywhere in the world.

It would be the specific responsibility of S.E.A. Hydromet
= Incorporated to research the metallurgical aspects, engineer,
L 4 and manage the exploitation of such dumps and tailings. It is

understood, however, that the various other divisions of

S.E.A. Incoporated, including Exploration Geology, Land
P— Research/Mining Law, Literature Research, Drilling Services,
O/ Drafting and Scientific Illustration, S.E.A. Rental Equipment




o Richard F. Hewlett
W January 29, 1979
Page 3

o and S.E.A. Photography, Inc., will yield their respective

4 expertise and manage those aspects of any technical work which
may fall within their area of responsibility.

PN 4. We have agreed that S.E.A. Incorporated will own 51% of the

< stock of S.E.A. Hydromet Incorporated, while Richard F.
Hewlett will own 49%. Richard F. Hewlett will act as Vice
President and General Manager and have responsibility for all
day-to-day operating details of S.E.A. Hydromet Inc., and
exercise technical direction of the company. J.A. Briscoe
will be President and Chief Executive Officer of S.E.A.
Hydromet and will have the responsibility for overall business
management and supervision of the company.

K¥) For consulting with clients of S.E.A. Hydromet Inc., Richard

F. Hewlett will be reimbursed from collected billings 48% of

his billable consulting rate. The remainder of his consulting
fees will go to payment of overhead.

Careful documentation of all time expended in professional or

managerial services by any employees of S.E.A. Hydromet

‘ Incoproated will be kept to the nearest tenth of an hour on a
i P daily basis using the daytimer system which 1is enforced
| & throughout the S.E.A. organization. Expense accounts will be
kept on standard S.E.A. daytimer forms and submitted for
approval and payment in not more than bi-weekly periods.

An employment contract detailing the above will be drawn as

A4 soon as practicable.
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1979

In recognition of your research work to date, after reasonable
provisions have been made for capital needs and current

operating expenses, bonus compensation, if any, shall be paid
as follows:
75%

25%

Richard F. Hewlett
James A. Briscoe

The foregoing allocation shall apply until a total of $1006,000

bonus compensation has been paid. Thereafter, bonus
compensation shall be paid as follows:

49% Richard F. Hewlett

51% James A. Briscoe
All patents, licensing rights, etc. will reside and be the

prroperty of S.E.A. Hydromet Incroporated.

As soon as practicable, you and I shall enter into a share-
holders agreement concerning the disposition of capital stock

in the event of death, disability, or retirement.

i bR e

Jgﬁfs A. Briscoe

Approved:

O Lilldcderx?— V28/ 75

Richard F. Hewlett
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Richard F. Hewlett
January 29, 1979

Page 4
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< 5. 1In recognition of your research work to date, after reasonable
provisions have been made for capital needs and current
operating expenses, bonus compensation, if any, shall be paid

(A} as follows:

75% Richard F. Hewlett
25% S.E.A. Incorporated

(“) The foregoing allocation shall apply until a total of $100,000

g bonus compensation has been paid. Thereafter, bonus
compensation shall be paid as follows:

49% Richard F. Hewlett
51% S.E.A. Incorporated
6. All patents, licensing rights, etc. will reside and be the
prroperty of S.E.A. Hydromet Incroporated.

Q:> 7. As soon as practicable, you and I shall enter into a share-
holders agreement concerning the disposition of capital stock
in the event of death, disability, or retirement.

l e 44/@% e— 12§ / i
James A. Briscoe
S
&

Approved:

© eelle O tler. et /Zf/ﬁ

Richard F. Hewlett

O
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(602) 795-6097
James A. Briscoe, President
Registered Professional
Geologist
UME

Southwestern C R Eébfwu

Exploration Associates, Inc.

- C‘
January 24, 1979 1o )
Richard F. Hewlett W&M
2602 Monte Verde Way ; praes
Sparks, Nevada 89431 &7 942;6'(”
RE: Letter Agreement for the Formation of S.E.A. Hydromet
Incorporated

Dear Dick,

During the fall months of 1978 in or about the first part of November
you contacted me regarding metallurgical systems or techniques you had
developed for more efficient heap leaching ores for gold, silver,
molybdenum, tungsten and possiblly other metals. These techniques
involve your research with various combinations of chemical solvents,
and your system of induced perculation systems which you term the IPS
process. By using a combination of IPS and your chemical solvents,
orders of magnitude increased efficiency in leaching of various types
of ores can be attained. After our various discussions and your
presentation to me of a brief outline on the IPS system, I feel that
these techniques have considerable merit.

We have discussed on numerous occassions and specifically that par-
ticular telephone call during the evening of December __ between I 'in
Searchlight, Nevada, and you in Reno, Nevada, we have agreed to form a
subsidiary company to Southwestern Exploration Associates Incorporated
called S.E.A. Hydromet Incorporated. The objectives of S.E.A.
Hydromet Incorporated are as follows:

4500 E. Speedway, Suite 14
Tucson, Arizona 85712
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Richard F. Hewlett
C‘ January 24, 1979

Page 2

To conduct further metallurgical research into your techniques
regarding IPS and various solvents and techniques for extrac-
tion of any and all metal or non-metallic constituents of
economic value from ores, and to bring these techniques to
patent if possible.

The licensing and/or sale of the techniques, ideas, and your
services as a consultant acting under the auspices of S.E.A.
Hydromet Incorporated.

The acquisition and leaching of various tailings and or mine
dumps which may contain economically recoverable constituents,
amenable to extraction by the IPS and/or your 1leaching
techniques or those which might be developed during the course
of future research. These tailings and mine dumps may be
located in the various mining dumps of the western United
States, Canada, Mexico or other mining areas of the world.
This agreement will cover all such dumps or tailing deposits
which we might be able to acquire under the auspices of S.E.A.

Hydromet Incorporated anywhere in the world.

It would be the specific responsibility of S.E.A. Hydromet
Incorporated to research the metallurgical aspects, engineer,
and manage the exploitation of such dumps and tailings. It is
understood, however, that the various other divisions of
S.E.A. Incoporated, including Exploration Geology, Land
Research/Mining Law, Literature Research, Drilling Services,
Drafting and Scientific Illustration, S.E.A. Rental Equipment



Richard F. Hewlett

January 29,

Page 3

1979

and S.E.A.

expertise and manage those aspects of any technical work which

Photography, 1Inc., will yield their respective

may fall within their area of responsibility.

We have agreed that S.E.A.
stock of S.E.A. Hydromet Incorporated,
Hewlett will own 49%. Richard F.
President and General Manager and have responsibility for all

Incorporated will own 51% of the
while Richard F.

Hewlett will act as Vice

day-to-day operating details of S.E.A. Hydromet Inc., and
exercise technical direction of the company. J.A. Briscoe
will be President and Chief Executive Officer of S.E.A.

Hydromet and will have the responsibility for overall business

management and supervision of the company 4

4_*#ﬂ”"——§:;;; cu'&c%ton b‘khﬁs

Richard F. Hewlett will "be reimbursed/\4ﬂ% of his billable
consulting rate while the remainder of his consulting fees
will go to payment of overhead and creation of working capital
and profit. J.A. Briscoe will be reimbused on an hourly basis
at 40% of his
management services for S.E.A. Hydromet Inc.,

wh&eh~13*4ﬁ%~of—hts~standar&"bt%}&ﬁgmfatemof
ﬁ/é A 7‘4«. fertcn(pr; )] rembin am;ﬁn/ /—még oy b

billable consulting rate, or if performing

$18.00 per hour,

Aw’hﬁgv({hnvw

Careful documentatlon of all time expended in professional or
managerial services by any employees of S.E.A. Hydromet

Incoproated will be kept to the nearest tenth of an hour on a

daily basis wusing the daytimer system which is enforced
throughout the S.E.A. organization. Expense accounts will be
kept on standard S.E.A. daytimer forms and submitted for

approval and payment in not more than bi-weekly periods.
An employment contract detailing the above will be drawn as
soon as practicable.
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Richard F. Hewlett / )
w;/&’ o
<:> January 29, 1979 o
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5. 1In recognition of your research work to date, prefits frem—ame

(:) licensing,—sate;—etc.—0of the I.P.S. or -leaching—technigues
will be allocated

Page 4

25% S.E.A. Incorporated
bf dmiknct
75% R.F. Hewlett L }JJJ/WW/ ”ﬂ/‘i// ey
. , ' ' P
O for the first $100,000 M(’W( i will B puper
Then for additional profit - - ship Jp3S

6. All patents, licensing rights, etc. will resid%/with S.E.A.
Hydromet Incroporated. AAJZ éfl#

Propasr

J.A. Briscoe

R.F. Hewlett

O
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ARTICLES OF INCORPORATION

of

SEA HYDROMET, INC.

L NAME
The name of the corporation is SEA HYDROMET, INC.

IT. PURPOSE

The purpose for which this corporation is organized is
the transaction of any or all lawful business for which corpora-
tions may be incorporated under the laws of the State of Arizona,
as they may be amended from time to time, and specifically but
not in limitation thereof, the purpose of developing technological
innovations relating to the heap leaching of base and precious
metals and patenting, selling and/or licensing the use of such
innovations, and any and all other businesses of any type whatso-
ever growing out of, related to or in any manner whatsoever in
connection with any of the items, businesses, relationships, pur-
poses or powers described in these articles. No enumeration herein
set forth shall in any manner be deemed to be exclusive of object
or purposes not enumerated, but on the contrary such enumerations
shall be construed as including all other and further objects and
purposes of the same or similar type or character, regardless of how
thin, vague, or indefinite the relationship or connection may be.

ITI. INITIAL BUSINESS

The corporation initially intends to conduct the business.
of developing technological innovations relating to the heap leach-
ing of base and precious metals and patenting, selling and/or licen-
sing the use of such innovations, and business activities associated
therewith.

IV. AUTHORIZED CAPITAL

The corporation shall have the authority to issue One
Million (1,000,000) shares of common stock, par value One ($1)
Dollar per share. E

V. STATUTORY AGENT

The name and address of the initial statutory agent of
the corporation is Jay S. Kittle, Attorney at Law, 509 Transamerica
Building, 177 North Church Avenue, Tucson, Arizona, 85701.

VI. KNOWN PLACE OF BUSINESS

The known place of business of the corporation shall be
4500 East Speedway Boulevard, Suite 14, Tucson, Arizona, 85712.



O

‘\../'

\ Uy

VII. BOARD OF DIRECTORS

The business and affairs of the corporation shall be
managed by the Board of Directors. The number of persons which
shall constitute the whole Board of Directors shall not be less
than one (1) nor more than ten (10). The specific number of per-
sons on the Board of Directors shall be fixed, from time to time,
by the Board of Directors, in accordance with these Articles and
the Bylaws of the corporation. Until the first annual meeting of
shareholders, and until their successors shall have been elected and
gqualified, the initial Board of Directors shall consist of two (2)
directors, and the following persons shall be the initial directors
of the corporation:

James A. Briscoe Richard F. Hewlett

4500 E. Speedway 2602 Monte Verde Way
Suite 14 Sparks, Nevada 89431

Tucson, Arizona 85712

VIII. INCORPORATORS

The incorporators of the corporation are:

James A. Briscoe Richard F. Hewlett
4500 E. Speedway 2602 Monte Verde Way
Suite 14 Sparks, Nevada 89431

Tucson, Arizona 85712

All powers, duties and responsibilities of the incorporators shall
cease at the time of delivery of these Articles of Incorporation
to the Arizona Corporation Commission for filing.

IX. DISTRIBUTIONS FROM CAPITAL SURPLUS

The Board of Directors of the corporation may, from time
to time, distribute on a pro rata basis to its shareholders out of
the capital surplus of the corporation a portion of its assets, in
cash or property.

X. INDEMNIFICATION OF OFFICERS, DIRECTORS,
EMPLOYEES AND AGENTS

The corporation shall indemnify any person who incurs
expenses by reason of the fact that he or she is or was an officer,
director, employee or agent of the corporation, in accordance with
the procedures more specifically set forth in the Bylaws of the
corporation. This indemnification shall be mandatory under all
circumstances in which indemnification is permitted by law.

XI. REPURCHASE OF SHARES

The Board of Directors of the Corporation may, from time
to time, cause the corporation to purchase its own shares to the ex-
tent of the unreserved and unrestricted earned and capital surplus
of the corporation.



O IN WITNESS WHEREOF, the undersigned incorporators have
hereunto set their hands this .7 " day of .o . .. .
1979. B 7

O | e~ 1}' 7@4«4 C

szMEs A. BRISCOE

o | BV VS~

. RICHARD F. HEWLETT
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INCORPORATING DIVISION s
Phoenix Address: 2222 West Encanto Blvd. ‘lucson Address: 415 W. Congress Street
Suite 210-D Tucson, Arizona 85701

Phoenix, Arizona 85009

Check Appropriate Box(s) "A","B",OR "C"
CERTIFLCATE OF DISCLOSURE SEA Hydromet, Inc.

A.R.S. Seccions 10-128 & 10-128.01 ; EXACT CORPORATE NAME
THE UNDERSIGNED CERTIFY THAT:

A. No person serving either by election or appointment as officers, dircctors, trustees, incorporators and persons controlling, or holding more than 10%
of the issued and outstanding common shares or 10% of any other proprietary, beneficial or membership interest in the corporation:
X 1. Have been convicted of a felony involving a transaction in securities, consumer fraud or antitrust in any state or federal jurisdiction within
the seven year period immediately preceding the execution of this certificate.
2. Have been convicted of a felony, the essential elements of which consisted of fraud, misrepresentation, theft by false pretenses, or
restraining of trade or monopoly In any state or federal jurisdiction within the seven year period immediately preceding the execution of
this certificate.
3. Have been or are subject to an injunction, judgment, decrce or permanent order of any state or federal court entered within the seven year
period immediately preceding the execution of this certificate where such injunction, judgment, decree or permanent order:

(a) Involved the violation of fraud or registration provisions of the securities laws of that jurisdiction; or
(b) Involved the violation of the consumer fraud laws of that jurisdiction; or
(¢) Involved the violation of the antitrust or restraint laws of trade laws of that jurisdiction.

B. For any person or persons who have been or are subject to one or more of the statements in Items A. 1 through A. 3 above, the following informa-
tion "MUST" be attached.

D l. Full name and prior names used. 5. Date and location of birth.

2 Full birth name. 6. Social Security number.
3. Present home address. 7. The nature and description of each conviction or
4. Prior addresses (for immediate preceding 7 year period). judicial action, the date and location, the court

and public agency involved, and the file or cause
number of the case.

C. Has any person(s) (a) serving either by election or appointment as an officer, director or trustee, incorporator of the corporation or,

(b) controlling or holding 20% of the proprietary, beneficial or membership interest in the corporation, served in any such capacity or
[::] held such interest in any corporation which has been placed in bankruptcy or receivership or had its charter revoked? YES NO
If your answer to the above question is "YES", you "MUST" attach the following information, for each such corporation:
1. Name and address of the corporation. 4, Dates of corporate operation.
2. Full name, -including alias(s) and address(s) of 5. A description of the bankruptcy, receivership,
each person(s) involved. or charter revocation, including the date, the
3. State(s) in which the corporation: court or agency involved, and the file or cause
(a) Was incorporated. number of the case.

(b) Has transacted business.

Under penalties of law as set forth in A.R.S. Sec. 10-128.01 F., I declare that I have examined this report and the certificate, including any
attachments, and to the best of my knowledge and belief it is true, correct and complete.

*NOTE: 1f a foreign corporation, the following declaration is also applicable: Under penalties of law I declare that I will.comply with the
Provisions of A.R,S. Sec. 128.01.

BY: b ?L@\aw, ZA__ DATE ‘/fw\ > 5: /279 BY . Wﬂg £ ,,\-((/UL DATE ;},1‘,,‘__ 2E 19 FY

i .:Ianes A. Brisocoe, Incorporator, Director, e Richard F. Hewlett, Incorporator, Director,
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COREY & KITTLE,‘P. C.

ATTORNEYS AT LAW
BARRY M. COREY :
JAY S. KITTLE January 30, 1979
PATRICK J. FARRELL

THOMAS A.STOOPS

Arizona Corporation Commission
415 West Congress Street
Tucson, Arizona 85701

Re: SEA Hydromet, Inc.

Gantlemen:

e

SUITE 509 TRANSAMERICA BUILDING
177 NORTH CHURCH AVENUE
TUCSON, ARIZONA 85701
(602) 882-4994

Enclosed herewith for filing please find the original and
two copies of the Articles of Incorporation of SEA Hydromet,
Inc. Also enclosed, please find a Certificate of Disclosure
for the Incorporators and a check for $50 as and for the

filing fee.

The fiscal date of the corporation will be June 30. The
corporate address is 4500 East Speedway Boulevard, Suite 14,

Tucson, Arizona 85712.

I request that you file the enclosed Articles and return a
copy to me at my office address. Your assistance with this

matter is sincerely appreciated.

Sincerely yours,

Patrick J.

PJF:ac
Enclosures

cec: James A. Briscoe

Farrell

0624



JAY S. KITTLE
PATRICK J. FARRELL TUCSON, ARIZONA 85701

O (ORECEIVEDFEB - 1 1979

COREY & KITTLE, P.C.

ATTORNEYS AT LAW

BARRY M. COREY SUITE 509 TRANSAMERICA BUILDING

January 30, 1979

177 NORTH CHURCH AVENUE

THOMAS A.STOOPS (602) 8B82-4994

Southwestern Exploration Associates, Inc.
4500 East Speedway Boulevard, Suite 14
Tucson, Arizona 85712

Attn: Christine M. Dodson
Re: SEA Hydromet, Inc.
Dear Chris:

Enclosed herewith please find a Certificate of Disclosure
relating to the captioned corporation which should be signed
by you and Jane Talley.

According to Jim Briscoe, you and Jane will be acting as
Secretary and Treasurer, respectively, of SEA Hydromet, Inc.
Therefore, it is necessary that both of you sign the enclosed
Certificate of Disclosure in the indicated spaces so that I
may file it with the Corporation Commission.

I have indicated to the Corporation Commission that the fiscal
date for SEA Hydromet, Inc. will be June 30 of each year. This
is also the fiscal date for SEA and SEA Photography, and I am
assuming that it is Jim's desire to have identical fiscal years
for all of the corporations. In the event I am incorrect with
regard to the fiscal year of SEA Hydromet, I would appreciate
your contacting me immediately so that I may notify the
Corporation Commission of the proper fiscal date.

I would be grateful if you would return the enclosed Certificate
of Disclosure in the stamped, self-addressed envelope after you
and Jane Talley have signed it. I will then file it with the
Corporation Commission.

Thank you for your assistance with this matter. Should you
have any questions concerning the foregoing, please feel free
to contact me.

Sincerely yours,

C#

Patrick J. Farrell
PJF: ac

Enclosures D(Q ;28/
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< <O A4 ARIZONA CORF_ATLON COMMISSION -
INCORPORATING DIVISION
Phoenix Address: 2222 West Encanto Blvd. Tucson Address: 415 W. Congress Street
Suite 210-D Tucson, Arizona 85701
Phoenix, Arizona 85009
Check Appropriate Box(s) "A","B",O0R "C"
CERTIFICATE OF DISCLOSURE SEA Hydromet, Inc.
A.R.S. Sections 10-128 & 10-128.01 EXACT CORPORATE NAME

THE UNDERSIGNED CERTIFY THAT:

A. No person serving either by election or appointment as officers, directors, trustees, incorporators and persons controlling, or holding more than 10%

of the issued and outstanding common shares or 10% of any other proprietary, beneficial or membership interest in the corporation:

1. Have been convicted of a felony involving a transaction in securities, consumer fraud or antitrust in any state or federal jurisdiction within

the seven year perlod smmediately preceding the executlon of this certificate.

2. Have been convicted of a felony, the essentlal elements of which consisted of fraud, misrepresentation, theft by false pretenses, or
restraining of trade or monopoly In any state or federal jurisdiction within the seven year period immediately preceding the execution of
this certificate.

3. Have been ur are subject to an injunction, judgment, decree or permanent order of any state or federal court entered within the seven year
period immediately preceding the execution of this certificate where such injunction, judgment, decree or permanent order:

(a) Involved the violation of fraud or registration provisions of the securities laws of that jurisdiction; or
(b) Involved the violation of the consumer fraud laws of that jurisdiction; or
(¢) Involved the violation of the antitrust or restraint laws of trade laws of that jurisdiction.

B. For any person or persons who have been or are subject to one or more of the statements in Items A. 1 through A. 3 above, the following informa-
tion "MUST" be attached.

[::] l. Full name and prior names used. 5. Date and location of birth.

2. Full birth name. 6. Social Security number.
3. Present home address. 7. The nature and description of each conviction or
4., Prior addresses (for immediate preceding 7 year period). judicial action, the date and location, the court

and public agency involved, and the file or cause
number of the case.

C. Has any person(s) (a) serving either by election or appointment as an officer, director or trustee, incorporator of the corporation or,
(b) controlling or holding 20% of the proprietary, beneficial or membership interest in the corporation, served in any such capacity or

[::] held such interest in any corporation which has been placed in bankruptcy or receivership or had its charter revoked? YES NO
If your answer to the above question is "YES'", you "MUST" attach the following information, for each such corporation:
1. Name and address of the corporation. 4. Dates of corporate operation.
2. Full name, including alias(s) and address(s) of 5. A description.of the bankruptcy, receivership,
each person(s) involved. or charter revocation, including the date, the
3. State(s) in which the corporation: court or agency involved, and the file or cause
(a) Was incorporated. number of the case.

(b) Has transacted business.

Under penalties of law as set forth in A.R.S, Sec. 10-128.01 F., I declare that I have examined this report and the certificate, including any
attachments, and to the best of my knowledge and belief it is true, correct and complete.

*NOTE: Lf a foreign corporation, the following declaration is also applicable: Under penalties of law I declare that I will comply with the

A.R.S. Sec. 128.01.
DATE / / 79 BY . DATE
7 0 San

odson, Secretary Jane E. Talley, Treasurer
oi TS TITLE:
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ARTICLES OF INCORPORATION

of

SEA HYDROMET, INC.

I. NAME
The name of the corporation is SEA HYDROMET, INC.

II. PURPOSE

The purpose for which this corporation is organized is
the transaction of any or all lawful business for which corpora-
tions may be incorporated under the laws of the State of Arizona,
as they may be amended from time to time, and specifically but
not in limitation thereof, the purpose of developing technological
innovations relating to the heap leaching of base and precious
metals and patenting, selling and/or licensing the use of such
innovations, and any and all other businesses of any type whatso-
ever growing out of, related to or in any manner whatsoever in
connection with any of the items, businesses, relationships, pur-
poses or powers described in these articles. No enumeration herein
set forth shall in any manner be deemed to be exclusive of object
or purposes not enumerated, but on the contrary such enumerations
shall be construed as including all other and further objects and
purposes of the same or similar type or character, regardless of how
thin, vague, or indefinite the relationship or connection may be.

III. INITIAL BUSINESS e

The corporation initially intends to conduct the business
of developing technological innovations relating to the heap leach-
ing of base and precious metals and patenting, selling and/or licen-
sing the use of such innovations, and business activities associated
therewith.

IV. AUTHORIZED CAPITAL

The corporation shall have the authority to issue One
Million (1,000,000) shares of common stock, par value One ($1)
Dollar per share. E

V. STATUTORY AGENT

The name and address of the initial statutory agent of
the corporation is Jay S. Kittle, Attorney at Law, 509 Transamerica
Building, 177 North Church Avenue, Tucson, Arizona, 85701.

vI. KNOWN PLACE OF BUSINESS

The known place of business of the corporation shall be
4500 East Speedway Boulevard, Suite 14, Tucson, Arizona, 85712.



VII. BOARD OF DIRECTORS

The business and affairs of the corporation shall be
managed by the Board of Directors. The number of persons which
shall constitute the whole Board of Directors shall not be less
than one (1) nor more than ten (10). The specific number of per-
sons on the Board of Directors shall be fixed, from time to time,
by the Board of Directors, in accordance with these Articles and
the Bylaws of the corporation. Until the first annual meeting of
shareholders, and until their successors shall have been elected and
gqualified, the initial Board of Directors shall consist of two (2)
directors, and the following persons shall be the initial directors
of the corporation:

James A. Briscoe Richard F. Hewlett

4500 E. Speedway 2602 Monte Verde Way
Suite 14 Sparks, Nevada 89431

Tucson, Arizona 85712

VIII. INCORPORATORS

The incorporators of the corporation are:

James A. Briscoe Richard F. Hewlett
4500 E. Speedway 2602 Monte Verde Way
Suite 14 Sparks, Nevada 89431

Tucson, Arizona 85712

All powers, duties and responsibilities of the incorporators shall
cease at the time of delivery of these Articles of Incorporation
to the Arizona Corporation Commission for filing.

IX. DISTRIBUTIONS FROM CAPITAL SURPLUS

The Board of Directors of the corporation may, from time
to time, distribute on a pro rata basis to its shareholders out of
the capital surplus of the corporation a portion of its assets, in
cash or property.

X. INDEMNIFICATION OF OFFICERS, DIRECTORS,
EMPLOYEES AND AGENTS

The corporation shall indemnify any person who incurs
expenses by reason of the fact that he or she is or was an officer,
director, employee or agent of the corporation, in accordance with
the procedures more specifically set forth in the Bylaws of the
corporation. This indemnification shall be mandatory under all
circumstances in which indemnification is permitted by law.

XI. REPURCHASE OF SHARES

The Board of Directors of the Corporation may, from time
to time, cause the corporation to purchase its own shares to the ex-
tent of the unreserved and unrestricted earned and capital surplus
of the corporation.
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hereunto set their hands this .5 "™ day of T .~ .=
1979. ’

() , | %l e~ 9_7ég\4~ﬁéo~z

J?MES A. BRISCOE

(:> IN WITNESS WHEREOF, the undersigned incorporators have

14

@) J21;£2z4&?/;*41;,

RICHARD F. HEWLETT
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TON COMMISSTON -
INCORPORATING DIVISION

Phoenix Address: 2222 West Encanto Blvd. Tucson Address: 415 W. Congress Street
Suite 210-D Tucson, Arizona 85701
Phoenix, Arizona 85009

Check Appropriace Box(s) AN Upm Ok Met
CERTIFLCATE OF DISCLOSURE SEA Hydromet, Inc.
A.K.S. Sccrions 10-128 & 10-128.01 . EXACT CORPORATE NAME

THE UNDERSICNED CERTTFY THAT:

A. No person serving either by clection or appointment is officers, directors, trustecs, incorporators and persons controlling, or holding more than 10%
of the issued and outstanding common shares or 10Z ol any other propriciary, beneficial or membership interest in the corporation:
E& 1. Have been convicted of a felony involving a transaction in securities, consumer fraud or antitrust in any state or federal jurisdiction within
the seven year perlod immediately preceding the cexecutlon of this certificate, ( j)
2. Have been convicted of u felony, the essential elements of whlch conslisted of fraud, misrepresentatlon, theft by false pretenses, or -
restralning of trade or monopoly In any state or federal jurisdiction within the seven year period immediately preceding the execution of
this cercrificate, .
3. Have been or are subject to an injunction, judgment, decrce or permanent order of any state or federal court entered within the seven year
puriod {mmediately preceding the exccution of this cert{ficate where such ifnjunction, judgment, decree or permanent order:

(a) Involved the violation of fraud or registration provisions of the sceurities laws of that jurisdiction; or
(b) lnvolved the violation of the consumer fraud laws of thut jurisdiction; or
(¢) 1Involved the violation of the antitrust or restraint laws of trade laws of that jurisdiction.

K. Por any person or persons who have been or are subject to one or more of the statements in Items A. 1 through A. 3 above, the following informa-
tion "MUST" be attached.
[::] 1. Full name and prior names used, 5. Date and location of birth.
Full birch name. ; 6. Social Security number.
Present home address. 7. The nature and description of each conviction or
Prior addresses (lor immediate preceding 7 year period). judicial action, the date and location, the court
and public agency involved, and the file or cause
number of the case.

b < B LR T

C. Has any person(s) (a) serving either by clection or appointment as an officer, director or trustee, incorporator of the corporation or, (ji>
(b) controlling or holding 20% of the proprietary, beneficial or membershlp interest in the corporation, served in any such capacity or
[::] held such interest in any corporacion which has been placed in bankruptecy or recelvership or had its charter revoked? YES NO
[f your answer to the above question is "YES", you "MUST'" attach the following information, for each such corporation:
1. Name and address of the corporation, 4, Dates of corporate operation.
2. Full name, -including alias(s) and address(s) of 5. A description of the bankruptcy, receivership,
each person(s) involved. or charter revocation, lncluding the date, the
3. State(s) in which the corporation: court or agency involved, and the file or cause
(a) Was incorpurated. number of the case.
(b) Has transucted business.

Under penalties of law as set forth in A.R.S, Sec. 10-128.01 F., [ declare that 1 have examined this report and the certificate, including any

attachments, and to the best of my knowledge and belief it 1s true, correct and complete.

*NOTE: 1f a foreign corporation, the following declaration is also applicable: Under penalties of law I declare that I will-comply with the
Provisions of A.R,S, Sec., 128,01,

By: Y~ 74@\4«; Ga_ OATE frm A 5: =7 BY Qu//«-w(/ £ M. beld DATE_iiany, A= 15+ Y

..u.gms A. Briscoe, Incorporator, Director, et Richard F. Hewlett, Incorporator, Director,
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INCORPORATING DIVISION

Phoenix Address: 2222 West Encanto Blvd. Tucson Address: 415 W. Congress Street
Suite 210-D Tucson, Arizona 85701
Phoenix, Arizona 85009

Check Appropriate Box(s) "A","B",OR "C"
CERTIFLCATE OF DISCLOSURE SEA Hydromet, Inc.

A.R.S. Sections 10-128 & 10-128.01 EXACT CORPORATE NAME
THE UNDERSIGNED CERTIFY THAT:

A. No person serving either by election or appointment as officers, directors, trustees, incorporators and persons controlling, or holding more than 10Z
of the issued and outstanding common shares or 10% of any other proprietary, beneficial or membership interest in the corporation:
1. Have been convicted of a felony involving a transaction in securities, consumer fraud or antitrust in any state or federal jurisdiction within
[Eg] the seven year perlod immediately preceding the execution of this certificate. (::)
2. Have been convicted of a felony, the essential elements of which consisted of fraud, misrepresentation, theft by false pretenses, or
restraining of trade or monopoly In any state or federal jurisdiction within the seven year period immediately preceding the execution of
this certificate. ‘
3. Have been or are subject to an injunction, judgment, decree or permanent order of any state or federal court entered within the seven year
period immediately preceding the execution of this certificate where such injunction, judgment, decree or permanent order:

(a) Involved the violation of fraud or registration provisions of the securities laws of that jurisdiction; or
(b) Involved the violation of the consumer fraud laws of that jurisdiction; or
(¢) Involved the violation of the antitrust or restraint laws of trade laws of that jurisdiction.

B. For any person or persuns who have been or are subject to one or more of the statements in Items A. 1 through A. 3 above, the following informa-
tion "MUST" be attached.
[::] l. Full name and prior names used. 5. Date and location of birth.
2. Full birth name. 6. Social Security number.
3. Present home address. 7. The nature and description of each conviction or
4. Prior addresses (for immediate preceding 7 year period). judicial action, the date and location, the court
and public agency involved, and the file or cause
number of the case.

C. Has any person(s) (a) serving either by election or appointment as an officer, director or trustee, incorporator of the corporation or, (fi)
(b) controlling or holding 20% of the proprietary, beneficial or membership interest in the corporation, served in any such capacity or
[::I held such interest in any corporation which has been placed in bankruptcy or receivership or had its charter revoked? YES NO
If your answer to the above question is "YES", you "MUST" attach the following information, for each such corporation:
1. Name and address of the corporation. 4, Dates of corporate operation.
2. Full name, including alias(s) and address(s) of 5. A description of the bankruptcy, receivership,
each person(s) involved. or charter revocation, including the date, the
3. State(s) in which the corporation: court or agency involved, and the file or cause
(a) Was incorporated. number of the case.

/

(b) Has transacted business.

Under penalties of law as set forth in A.R.S. Sec. 10-128.01 F., I declare that I have examined this report and the certificate, including any
attachments, and to the best of my knowledge and belief it is true, correct and complete.

*NOTE: If a foreign corporation, the following declaration is also applicable: Under penalties of law I declare that I willAcomply with the

A.R.S. Sec. 128.01.
DATE / /7?
/ // L

Secretary
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BARRY M. COREY
JAY S. KITTLE
PATRICK J. FARRELL
THOMAS A.STOOPS

COREY & KITTLE, P. C.

ATTORNEYS AT LAW

February 1, 1979

o

SUITE 509 TRANSAMERICA BUILDING
177 NORTH CHURCH AVENUE
TUCSON, ARIZONA 85701
(6o02) 882-4994

Southwestern Exploration Associates, Inc.
4500 East Speedway, Suite 14
Tucson, Arizona 85712

Attn: James A. Briscoe

Dear Jim:

When your time permits, will you please send us a copy of

the letter agreement you entered into with Richard F. Hewlett
relating to SEA Hydromet.

We should have a copy of this document for our files as a
matter of course, but it can also serve as the basis of pre-
paring an employment contract between the corporation and

Mr. Hewlett.

Thank you for your assistance with the foregoing.

Sincerely yours,

- Oa,

Jay S. Kittle

JSK: ac
2 ,( ﬂachbmxﬁ
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(602) 795-6097

e coal e geothermal e environment

s -y
« remote sensing e color aerial photography l
) IOL : A James A. Briscoe, President
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Geologist
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Southwestern
Exploration Associates, Inc.

January 24, 1279

Richard F. Hewlett
2602 Monte Verde Way
Sparks, Nevada 89421

RE: Letter Agreement for the Formation of S.E.A. Hydromet
Incorporated

Dear Dick,

puring the fall months of 1978 in or about the first part of November
you contacted me regarding metallurgical systems or techniques you had
developed for more efficient heap leaching ores for gold, silver,
molybdenum, tungsten and possiblly other metals. These techniques
involve your research with various combinations of chemical solvents,
and your system of induced perculation systems which you term the IPS
process. By using a combination of IPS and your chemical solvents,
orders of magnitude increased efficiency in leaching of various types
of ores can be attained. After our various discussions and your
presentation to me of a brief outline on the IPS system, I feel that

these technigues have considereble merit.

We have discussed on numerous occassions and specifically that par-

“ticular telephone call during the evening of December between I 1in

Searchlight, Nevada, and you in Reno, Nevada, we have agreed to form a
subsidiary company to Southwestern Exploration Associates Incorporated
called S.E.A. Hydromet Incorporated. The objectives of S.E.A.

Hydrcmet Incorporated are as follows:
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Richard F. Hewlett
January 24, 1979

Page 2

To conduct further metallurgical research into your techniques
regarding IPS and various solvents and techniques for extrac-
tion of any and all metal or non-metallic constituents of
economic value from ores, and to bring these techniques to
patent if possible. 1In order to provide the company with its
initial operating capital, we will purchase for cash a
sufficient amount of the company's stock to cover initial

incorporation expenses as well as initial operating overhead.

The licensing and/or sale of the techniques, ideas, and your
cervices as a consultant acting under the auspices of S.E.A.

Hydromet Incorporated.

The acquisition and leaching of various tailings and or mine
dumps which may contain economically recoverable constituents,
amenable to extraction by the IPS and/or your leaching
techniques or those which might be developed during the course
of future research. These tailings and mine dumps may be
located in the various mining dumps of the western United
States, Canada, Mexico or other mining areas of the world.
This agreement will cover all such dumps or tailing deposits
which we might be able to acquire under the auspices of S.E.A.

Hydromet Incorporated anywhere in the world.

It would be the specific responsibility of S.E.A. Hydromet
Incorporated to research the metallurgical aspects, engineer,
and manage the exploitation of such dumps and tailings. It is
understood, however, that the various other divisions of
S.E.A. Incoporated, including Exploration Geology, Land
Research/Mining Law, Literature Research, Drilling Services,

Drafting and Scientific Illustration, S.E.A. Rental Equipment
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Richard
January

Page 3

F. Hewlett
29, 1979

and S.E.A. Photography, Inc., will yield their rcspective
expertise and manage those aspects of any technical work which

may fall within their area of responsibility.

We have agreed that S.E.A. Incorporated will own 51% of the
stock of S.E.A. Hydromet Incorporated, while Richard F.
Hewlett will own 49%. Richard F. Hewlett will act as Vice
President and General Manager and have responsibility for all
day-to-day operating details of S.E.A. Hydromet 1Inc., and
exercise technical direction of the company. J.A. Briscoe
will be President and Chief Executive Cfficer of S.E.A.
Hydromet and will have the responsibility for overall business

management and supervision of the company.

For consulting with clients of S.E.A. Hydromet Inc., Richard
F. Hewlett will be reimbursed from collected billings 40% of
his billeble consulting rate. The remainder of his consulting

fees will go to payment of overhead.

Careful documentation of all time expended in professional or
managerial services by any employees of S.E.A. Hydromet
Incoproated will be kept to the nearest tenth of an hour on a
daily basis wusing the daytimer system which is enforced
throughout the S.E.A. organization. Expense accounts will be
kept on standard S.E.A. daytimer forms and submitted for
approval and payment in not more than bi-weekly periods.

An employment contract detailing the above will be drawn as

soon as practicable.
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5.

e

F. Hewlett
29, 1979

® ®

In recognition of your research work to date, after reasonable
provisions have been made for capital needs and current

operating expenses, bonus compensation, if any, shall be paid

as follows:
75% Richard F. Hewlett

25% James A. Briscoce

The foregoing allocation shall apply until a total of $106,€020

bonus compensation has been paid. Thereafter, bonus

compensation shall be paid as follows:

49¢% Richard F. Hewlett
51% James A. Briscoe

All patents, licensing rights, etc. will reside and be the
prroperty of S.E.A. Hydromet Incroporated.

As coon as practicable, you and I shall enter into a share-

holders agreement concerning the disposition of capital stock

in the event of death, disability, or retirement.

" %y‘}égﬁ\v;ﬂ (o //,2§j7427

Ja&es A. Briscoe

Approved:

Q@ .
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Richard F. Hewlett
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F. Hewlett (:) (:}

In recognition of your research work to date, after reasoneble
provisions have been made for capital needs and current

operating expenses, bonus compensation, if any, shall be paid

75% Richard F. Hewlett
25% S.E.A. Incorporated

The foregoing allocation shall apply until a total of $100,000
bonus compensation has been paid. Thereafter, bonus

compensation shall be paid as follows:
49% Richard F. Eewlett
51% S.E.A. Incorporated

All patents, licensing rights, etc. will reside and be the

prroperty of S.E.A. Eydromet Incroporated.
As soon as practicable, you and I shall enter into a share-

holders agreement concerning the disposition of capital stock
in the event of death, disebility, or retirement.

@‘"]/zl}»¢f~z ;k—\ ?<;f§7£7;7

* “TRicherad
* * January 29, 1979
Page 4
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) as follows:
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Jimes A. Briscoe

Approved:

Richard

JZWA"”Q | = /@W —  Yze/FZ

F. Fewlett
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PRELIMINARY DRAFT
of
LEASE AGREEMENT

THIS AGREEMENT, dated this 7th day of February, 1979, by and between
TOMBSTONE DEVELOPMENT COMPANY, an Arizona Corporation, hereinafter referred
to as "Lessor", and Karin Lake Explorations Limited, hereinafter referred to
as "Lessee".

RECITALS

Leassors are the owners of certain groups of patented and unpatented
lode mining claims, referred to herein as "Leased Claims", all of which
are situated in Cochise County, Arizona, Mineral Survey numbers of which,
and the book and page of thé recording in the office of the Recorder of
Cochise Eounty, Arizona, are more particularly described in Appendix "A"
attached hereto.

Lessee desires to obtain from Lessor a mining lease covering the
Leased Claims, described in Appendix "A'", and Lessor desires to grant to
Lessee such mining lease, on the terms hereinafter set forth:

NOW, THEREFORE, in consideration of the mutual covenants and agreements
of the parties herein, and other valuable considefation, Lessor hereby
leasses to Leassee for the term and purposese hereinafter mentioned, all
that certain land referred to herein as the "Leased Claims™.

1. PURPOSE: This lease is made for the sole purpose of examining,
searching and testing for opening and operating mines, of, and extracting,
producing, treating, selling and shipping any and all minerals contained
therein. Lessor also leases to Lessee, the necessary rights of way,
easements and water rights, in connection with the leased claims, so as to
facilitate exploration and development thereof. The parties hereto agree

that . -all. surface and water rights shall be retained by Lessor, but that the

retention of those surface and water rights shall not unreasonably interfere with

the exploration or mining and associated activities conducted by Lessee.

=N
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2. TERM: The term of this lease shall be for the initial period of one(l)

year from the date hereof, and as long thereafter as valuable mineral is produced
from said land in commercial quantities and so long as royalties are paid to
Lessors, provided, however, that all of the terms and conditions hereof are
““  fully met and that this lease has not been terminated pursuant to any clause
hereof.
3. ROYALTIES: Royalties are to be paid to Lessor on all minerals mined
_ from the leased claims, as a percentage of their market value after being
saleable

reduced to a marketable concentrate or other:: :%.i _; minerals, and payable

by a refinery of mutual choice on a basis of 5 % of the net smelter return.
' The proceedes of the refinery can be taken in kind by the parties subject

to this agreement. Lessee agrees that it shall not unreasonaly stgckpile

ore for any excessive period of time after active and substantial production
 from the leased claims has commenced, and in no event, shall Lessee stockpile

ore for more than six months after production has commenced.

The royalty payable out of production for ores or concentrates sold from
the leased claims are payable in varying percentages with the different
percentages relating to different average gross value per ton of ore or
concentrate produced and sold from the leased claims during each month.

The average gross value of ore produced and sold from the leased claims
) over the period of each month shall be determined by dividing the net

smelter returns as defined by 3(A) recieved for such ore produced by the

number of tons mined and shipped during the month. The royalties are
\;:>payable as follows:

(a) Subject to the provisions of this paragraph, Lessor shall be paid
a limited royalty out of production, payable in varying percentages. Each

i:) different>percentage shall be derived from the average gross value per ton of

ore, or concentrate mined and shipped from the leased claims, listed as follows:

ey
y



For any month in which the average :gross value per ton of ore computed
is less than $15.00 per ton, the royalty will be five(5%) percent of the
net smelter returns from mineral produced from the leased claims;

For any month in which the average gross value per ton of ore computed
is from $15.00 to $20.00 per ton, the royalty will be 6 percent of the net
smelter returns from mineral produced from the leased claims;

For any month in which the average gross value per ton of ore figure
is $20.00 per ton or more, but less than $25.00 per ton, the royalty will
be eight(8%) percent of the net smelter returns from mineral produced
from the leased claims;

For any month in which the average gross value per ton of ore figure
is $25.00 per ton or more, but less than $40.00 per tom, the royalty will
be nine (9%) percent of the net smelter returns from mineral produced
from the leased claims;

For any month in which the average gross value per ton of ore figure
is $40.00 per ton or more, but less than $80.00 per ton, the royalty will
be ten (10%) percent of the net smelter returns from mineral produced from
the leased claims;

For any month in which the average gross value per ton of ore figure
is $80.00 per ton or more, but less than $100.00 per ton, the royalty
will be twelve (12%) percent of the net smelter returns from mineral
produced from the leased claims;

For any month in which the average gross value per ton of ore figure
is $100.00 per ton or more, but less than $150.00 per ton, the royalty will
be fifteen (15%) percent of the net smelter returns from mineral produced

from the leased claims;

For any month in which the average gross value per ton of ore figure
is more than $150.00 per ton, the royalty will be twenty (20%) percent

of the net smelter returns from mineral produced from the leased claims.
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Definition of Net Smelter Income: The term net smelter return is understood by

the parties to mean the amount recieved from the smelter after deducting actual
freight for ore concentrate haulage from the mill to the smelter. For ores,
minerals or metals not sent to the smelter, the lessee may deduct the actual
cost of direct labor and materials for processing, but such cost deducted will
not‘exceed 10% of the average gross value per ton of ore for that month. For
example: If the average gross value of ore mined during a one month period

is $50.00 per ton, the maximum deduction for direct processing cost will be
10% or $5.00 per ton. The royalty would be paid on $45.00 per ton.

The royélty percentage shall apply to all mineral and will be based on all
monies recieved or the market value of all ore, metals, minerals, and non-
metallic minerals removed from the property.

(b) Notwithstanding the above sub-paragraph, there shall be a
minimum monthly royalty payable to Lessors of $7,500 starting May 1,
1979 and payable on the first day of each month thereof.

(c) Notwithstanding said sub—paragpaphs (a) and (b), there shall
be an advance minimum royalty payable to Lessor equal to a sum of money
of $6,000.00, payable by Lessee, upon the execution of this agreement.

(d) The amount by which the minimum monthly royalty, or the
advance minimum royalty, provided for in sub-paragraphs (b) and (c)
herein, paid for any calendar month during the term of this lease,
exceeds the royalty out of production for such month, may be recovered
by Lessee out of, and credited against, the royalty out of production
due for any succeeding month or months thereafter, during the term

of this agreement.
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4. OPERATION OF MINE: Lessee agrees to work said land in the manner

necessary to good and economic mining, so as to bring about maximum and
economic recovery from the property, with due regard to development and
preservation of said premises as a workable mine. Lessee agrees to perform
continuously and diligently in good faith, in an active and substantial way,
development in mining work upon the said leessed claims directed toward the
discovery and production of minerals or ore therefrom. The equipment and
machinery brought onto the leased claims by Lessee is and shall remain the
personal property of lessee, with the exception of any building constructed
by Lessee, and title thereto shall not vest in Lessor by operation of law.
Appendix "B" is an inventory of equipment, buildings, and other property
owned by Lessor, which the Lessee will take care of and may use for an
operation on the leased claims. The obligation of Lessee set forth in

this paragréph shall be suspended only while Lessee's compliance is
prevented by the elements, accidents, strike, lockouts, riots, delays in
transportation, inability to secure materials in the open market, or
interference by govermental action, or by any other causes beyond the
reasonable control of Lessee, whether similar or dissimilar to the causes
specifically mentioned. Lessee agrees to furnish at its own cést, any

and all environmental impact studies required by any governmantal authority
as a result of its undertaking the exploration, development and mining
operation contemplated by this agreement. Lessee agrees to honor any and
all contractual obligation undertaken by Lessor relating to the sale of
water or surface use of the herein leased claims, so long as those said

obligations do not interfere with the exploration, development, mining,

) or similar activity on the leased claims by Lessee. Lessee hereby

recognizes that Lessor intends to develop up to 200 acres of the surface

of certain claims situated in the immediate vicinity of the townsite of

Tombstone. Those said claims consist of the Content, Cocopah,'North Point,
Contentment, Empire, Tranquil, Silver Belt, Silver Thread, Contention,

New- Year,. Cincinnati, Head Center, Yellow JacKet and Flotra Morrisson claims.
Lessor agrees that the said development of the surface on the hereinabove mentioned
claims shall not interfere with activities of Lessee contemplated by this lease.
Notwithstanding with activities of Lessee, any development of the surface of

the above mentioned leased claims, Lessor further agrees that Lessee shall have
access on or across the above mentioned claims so as not to interfere with the

exploration, development, mining, or associated activities of Lessee contemplated

by this lease, on those above named claims. 1Fthe Llasses dinits sole-

Fimcerrrtion-~ detr =
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However lessee will continue to have all rights for mineral exploration,
development and mining 40 feet or more below the surface.

5. REPORTING: Lessee agrees that it will provide Lessor with a report
on or before the 15th day of each month, pertaining to the previous month,
to the Lessor, in writing, indicating the following:

| (a) The number of tons of waste and ore mined.
(b) A summary of all assays taken on said ore and waste mined.
(c) The number of tons processed for which royalty is payable
pursuant to this lease through mills, smelting, or reduction plants
used to process said ores.
(d) The value of all minerals sold or otherwise disposed of

from ores subject to royalty payments pursuant to this lease.

The above referenced statement and reports are to be accompanied by a
draft payable to the Lessor. If no royalty out of production is due for any
monthly period hereof, then a report containing all of the pertinent details
above required, shall be submitted to Lessor with a statement to the effect
that there is no royalty out of production due for the preceding month,

In addition to the above, weekly progress reports will be sent to
the Lessor, as well as all data generated relating to the leased claims.

6. ADDITIONAL REPORTS AND ACCESS: Lessee shall keep a full set of

accounts and records, and shall allow Lessor, or its agents and employees

to examine them from time to time. Lessee will allow lessor to enter upon
said premises, and into any workings, mills, or reduction works thereon,

or wherever said ore may be worked or reduced, for the purpose of inspection
to ascertain whether the terms and conditions of this lease are being promptly

carried out and to take samples and to make tests and measurements, and to

affix notices. Lessee shall provide to Lessor, its agents and employees, copies

of assay reports, drillhole logs, and any and all other data assembled which

could be used as an aid in determining the location, quanlity, and quality of

any and all deposits on said land. All inspections shall be made at reasonable

intervals, @’ §HSTI be at fhe sole cost 6F,.and risk oFf Lessor:- -
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7. TAXES: Lessor shall pay all ad valorem and similar property taxes

lawfully levied or assessed during the term of this agreement against the
property, or amny improvements thereto, but upon the receipt of a statement
therefor from Lessor, Lessee shall reimburse Lessor for any such taxes paid
by Lessor. In addition to the foregoing, Lessee shall pay all other taxes
imposed by reason of Lessee's operation and improvements upon the property.
Lessee shall pay any such taxes on installment basis upon receiving notice

from Lessor that such installment payment of the said taxes is due. Lessee

agrees to pay any such taxes before they become delinquent. Lessee shall not

be liable for the payment of any tax assessment imposed by any city, county,
state, federal or other law or ordinance, on the income of Lessor hereunder,
or thé interest reserved by Lessor thereunder or upon a transfer or passing
by death or gift, of any interest of Legsor or for any similar tax. Lessee
further agrees to do all other things necessary and required by federal,
state and local laws and regulations to protect and defend and maintain
Lessor‘s title to the leased claims, so that title will be as good as at
the time of the execution of this agreement. A Performance Bond refered
to in paragraph 12 will also cover tax payﬁents.

8. WARRANTY: Lessor represents and warrants that it is the owmer of
the leased patented claims and the rights to unpatented claims, free of
all claims, liems and encumbrances, and that Lessor has the exclusive poss-
ession of the leased claims, except for approximately two acres leased to
the United States Department of Agriculture for surface and except to the
extent that the United States Government holds title to unpatented claims.
Also, Lessor may lease the "Vizina Mine Tour™ provided the Lessor assumes

all responsibility and liability for the tour enterprise.




9. BANKRUPCY: 1In case Lessee shall be adjudged a bankrupt by either

voluntary or involuntary proceedings, Lessor may, at its option, terminate
this lease by written notice. After termination by notice, Lessor may
re-enter the leased claims and take exclusive possession. Upon -exercise
of the option to terminate, the estate and rights in the herein leased claims
of Lessee, and any person claiming through the Lessee, by act of the parties
or operation of law, shall immediately terminate.

10.

IMPROVEMENTS: Lessee may construct, reconstruct, demolish, remove,

maintain, and use such roads, ditches, ponds, buildings, fixtures, machinery,
pumps, PVC pipe, mine dumps, pad, heap, and headframes on, through and upon
said leased claims,.as may be necessary in carrying on mining operations
during the term of this lease. At the termination hereof, Lessee may
remove all personal property, machinery, tools, appliances, supplies,
pumps, pipe, and equipment on said leased claims by Lessee; eicept shaft
timbering and linings, any underground supports, rails, electric:, water, or
steam or airline pipes, providéd no default shall at such time exist with
respect to any payments or rentals, or in respect to any covenants, agree-
ments, or conditions to be kept and performed by Lessee; provided that all
machinery, tools, appliances and buildings, and all personal property
remaining on said premises sixty (60) days after the termination (by notice
or otherwise) of this lease, shall be held to have become the property of
Lessor and shall not be removed therefrom by Lessee. Lesseecagrees to
perform all environmental restorations on the claims required by any govern-
mental authority at its sole cost and expense.

Lessee will obtain approval from Lessor on the site and type of building

constructed either for a plant and laboratory facility or a building for

another lessee to enable use of the present 71 Minerals plant.
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11. HOLD HARMLESS: Lessee agrees to release and to indemnify and hold

)

¢

harmless Lessor, and any corporation wholly or in part affiliated with, owned

or controlled by Lessor, from and against all claims, causes of action,

> liabilities, costs and expenses for losses, or damage to, all property

whatsoever and injuries to, or death of, all persons whomsoever, arising

out-of, or in any way connected with, the use and occupation of the leased
N premises or exercise of the rights hereunder. Lessee agrees to comply with
all such regulations promulgated by the responsible governmental agencies
in carrying out the activities contemplated by this lease, and to fence
all open shafts, pits, etc., which exist upon the claims according to the
requirements of the State Mine Inspector.
12. LIENS: Lessee agrees to pay in full, all persons who perform labor
or services on, furnish materials, joined or affixed to, or provide equipment
) for, said leased claims, at Lessee's instance or request. Lessor shall not
permit or suffer liens of any kind or nature to be enforced against said
leased claims for such labor, services, materials, or equipment. Lessor

shall have the right to pay any amount required to release any such lien,

ered therein, and lessee shall be liable to Lessor for all costs, damages and
re asonable attorney's fees, and any amounts expended in defending any
& proceedings or payment of any kind of said liens or any judgments obtained
therefor. Lessee should also provide a bond in the amount of $150;,000.00
on payment of labor and materials on the property with the cost of the bond
g to be paid by the lessee.
13. ASSIGNMENT: This lease shall inure to the benefit of and be binding
upon the respective heirs, administrators, executors, successors and assigns
- of the parties hereto. Upon such assignment all references herein to "Lessee"
or "Lessor" shall be deemed to refer to such succeeding heirs, administrators,

executors, successors and assigns of such alienating party.

or liens, or to defend any action brought thereon, and to pay any judgement ent-
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14. TERMINATION: After an exploration/development expenditure of §ZO0,000,
and an equivalent of 12 months advanced minimum royalties($90,000) AR ﬂj:}+

Lessee shall have the right in its sole and exclusive discretion, to terminate

this lease upon giving thirty (30) days written notice of termination to Lessor.
Upon giving such notice of termination, Lessee shall be liable only for the
payment of the minimum royalty or royalty out of production due for the thirty
day period next following the date the notice of termination was given. Lessor
can terminate this lease if the advanced minimum royalty is not sent by
certified mail on the first day of evefy month, starting May 1, 1979, or
if the Lessee is in default in regard to any other of the provisions of
Paragraphs (3), (7) or (17) of this lease. Lessor shall give formal,
written and detailed notice of the existance of sahe to Lessee. ILf Lessee
has not cured the said default within thiry (30) days after receipt of said
formal, written and detailed notice of default, Lessor can terminate the
herein lease.
15. INSURANCE: Lessee agrees to maintain and keep in force at all
times, a policy of liability insurance protecting Lessee and Lessor from
personal and property liability that may be incurred on said leased claims
in the amount of $2,000,000.00. Lessee further agrees to maintain and
keep in force at all times, workmens compensation insurance and to furnish
certificates of insurance and copies of the Insurance policies to the Lessor. ﬂ'f—g(
Lessor will be named as Additional Insured. < %73,
16. NOTICES: Any and all notices required hereunder, or permitted to
be given by either party to the other, shall be considered to have been
delivered at the expiration of seventy-two (72) hours following deposit in
the United SFates Mail, with registered or certified postage prepaid
thereon, and addressed:
(a) If to Lessor: To: Tombstone Development Company
c/o William Hight
1824 North Broadwell
Grand Island, Nebrasks (68801)

(b) If to Lessee: To: Richard F. Hewlett
Tombstone, Arizona

James Briscoe

Southwest. Exploration Associates
4500 E. Speedway

Suite # 14

Tucson, Arizona (85712)

Either of the parties may change the location to which required notices:tor it ..

shall be addressed, upon ten (10) days written notice to the other party.

10~
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17. ASSESSMENT WORK: Lessee agrees to perform all necessary assessment

work required by federal and state laws for the continuing validity of all
mining claims subject to this lease. Lessee further agrees to do all other
things necessary and rquired by federal, state, and local laws and
regulations to protect, defend and maintain, Lessor's title to the above
referenced claims in effect on February 7, 1979, so that title will be

as good as at the time of the execution of this agreement. If conflicts
exist on the 18 unpatented claims, Lessee will do everything possible to

validate the claims.

18. FIRST RIGHT OF REFUSAL: It is agreed to by and between the parties

hereto that Lessee shall be given the first right of refusal to buy the
interest of Lessor, should Lessor entertain to sell its interest herein,

or the leased claims. For the purpose of this paragraph, Lessee has the

first right of refusal to buy the leased claims at the same price as set

forth in any bona fide offer in writing, acceptable to Lessor, given by any
individual or company. Lessor shall, at its own exclusive discretion,
determine what collateral, guarantes, or other evidences of Lessee's

ability to purchase the said interest of Lessor herein, for the leased claims,
are to be provided by Lessee.

19. MISCELLANEOUS: This agreement constitutes the entire understanding

of the parties hereto with respect to the subject matter hereof, and supersedes
all prior agreements of the parties hereto with respect to the subject matter
hereof, and may not be waived, amended or modified in any manner except in
writing and signed by the party to be charged. Representations, warranties
énd agreements of the parties hereto, herein contained, regardless of any
disclosure made to, or any investigation made by or on behalf of any party
not making such representations, warranties and agreements, shall survive

the execution and delivery of this agreement. This agreement, and such
representations, warranties and agreements, shall be binding upon, inure to
the benifit of, and be enforceable, by and against the heirs, successors,

or assign of each of the parties hereto.

=11
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This Agreement may be recorded or registered with the Clerk, Recorder or
similar officer of the county or counties of which these claims are located,
or in any appropriate office of the United States Government, or anywhere
else Lessee deems appropriate in order to protect its interests hereunder.
This agreement may be executed in any number of counterparts, which
together will constitute one and the same agreement.

IN WITNESS WHEREOF, the Parties hereto have executed this agreement
as of the date and year first above written.

Lessor:
TOMBSTONE DEVELOPMENT COMPANY

By /I_/L_"'ﬂ M ih7

S

By ‘Al faq ,74{4’/(' i

i

/ /
By, &g M\_xL_\ —‘**—7‘\

By
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THLS AGREEMENT, dated this 7th day of February, 1979, by 'and between g
/\r\,

TOMBSTONE DEVELOPMENT COMPANY, an Arizona Corporation, hereinafter referred @V q ;%

to as "Lessor", and Tombstone Exploration, Inc, and The Austin Exploration & VQ"”
; . i £ 5.
ining Corporation, hereinafter referred to as "Lessee". T),___
RECITALS

Leassors are the ounete of certain groups of patented and unpatented
'ode'mining claims,'refetred to herein as "Leased Claims", all of which
are sitoated in Cochise County, Arizona, Mineral Survey n&mbere of which,
and the book and page of the recording in the office of the Recorder of
Cochise Eounty, Arizona, are more particularly described in Appendix "A"
attached hereto.

Lessee desires to obtain from Lessor a mining lease covering the
Leased Claims, described in Appendix BAM, and Lessor desires to grant to
Lessee such mining lease, on the terms hereinafter set forth:

' NOW, THEREFORE, in consideration of the mutual covenants and agreements
of the parties herein, and other valuable consideration, ﬁessor hereb&
leasses to Leassee for the term and purposese hereinafter mentioned, all
that certain land referred to herein as the "Leased Cieims".

if' PURPOSE: This lease 1s made for the sole purpose of examining,
searching and testing_for opening,and 0pereting mines, of,_and excracting,
producing, treating, selling and shipping any and all minerals contained
therein. Lessor also leases to Lessee, the necessary rights of way,
sasements and water rights, in connection with the leased claims, so as to
facilitate exploration and development thereof.  The parties hereto agree |
that . -all. surface and water rights shall oe retained by Lessor, but that the
retention of those surface and water rights shall not unreasonably interfere with

the exploration or mining and associated activities conducted by Lessee. Also,

oil and gas rights are retained by Lessor.




-2, TERM: The term of this lease shall be for the initial period of one(l)

year from the date hereof, and as long thereafter as valuable mineral is produced
from said land in commercial quantities and so long as royalties are paid to

'—\)Lessors, provided, however, that all of the terms and conditions hereof are

fully met and that this lease has not been terminated pursuant to any clause
© -reof.
-3. ROYALTIES: Royalties are to be paid to Lessor on all minerals mined

:from the leased claims, as a-percentage of their market value after being
' saleable
duced to a marketable concentrate or other:: -%::i .; minerals, and payable
P R i
by a refinery of mutual choice on a basis of—§522of the net smelter return.

~ The proceedes of the refinery can be taken in kind by the parties subject
,;to this agreement. Lessee agrees that it shall not unreasonaly stockpile
ore for any excessive period of time after active and substantial production
from the leased claims has commenced, ;nd in no event, shall Lessee stockpile
ore for more than six months after production has commenced.

The royalty payable out of production for ores or concentrates sold from
the leased claims are'péyable in varying percentages with the different
percentages relating to different average gross value per ton of ore or
concentrate produced and sold from the leased claims during each month.

\XThe average gross value of ore produced and sold from‘the leased claims
H//over the period of each month shall'be determined by dividing the net
| elter returns as defined by 3(A) recieved for such ore produced by the‘
number of tons mined and shipped during the month. The royalties are
payable as follows:
(a) S;bject to the provisions of this paragraph, Lessor shall be paid
a limited royalty out of production, payable in varying percentages. Each
different percentage shall be derived from the average gross value per ton of

e, or concentrate mined and shipped from the leased claims, listed as follows;

X,




For any month in which the average .gross value per ton of ore computed

is less than $15.00 per ton, the royalty will be five(5%) percent of the

\ net smelter returns from mineral produced from the leased claims; T

For any month in which the average‘grosa value per ton of ore compﬁted
+s from $15.00 to $20.00 per ton, the royalty.will Se 6 percent of the net
smelter returns from wmineral produced from the leased claims;

For any month in which the average gross value per ton of ore figure
s $20.00 per ton or more, but less than $25.00 ﬁe; ton, the royalty 4111
be eight(8%) percent of the net smelter retu;ns from mineral produced‘
from the leased claims;

For any month in which the average gross value per ton of ore figure
is $25.00 per ton or more, but less than $40.00 per ton, the royalty will
be nine (9%) percent of the net smelter returns from ;ineral produced’
from the leased claims;

For any month in which the average .gross value per ton of ore figure
is $40.00 per ton or more, but less than $80,00 per ton, the royalty will
be ten (10%) percent of the net smelter returns from mineral produced from
the leased claims;

For any month in which the average gross value per ton of ore figure
is $80.00 per ton or more, but less than $1OQ.00 per ton, the royalty

%11 be twelve (122) percent of the net smeiter returns from mineral
produced from the leased claims;

For any month in which the average gross value per ton of ore figure

¥ $100.00 per ton or more, bﬁt less than $150.00 per ton, the royalty will
ge fifteen (15%) percent of the net smelter returns from mineral produced

from the leased claims;

For any month in which the average gross value per ton of ore figure
is more than $150.00 per ton, the royalty will be twenty (20%) percent

of the net smelter returns from mineral produced from the leased claims.

5



Definition of Net Smelter Income: The term net smelter return is understood by

the parties to mean the amount recieved from the smelter after deducting actual

. .reight for ore concentrate haulage from the mill to the smelter. For ores,

" minerals or metals not sent to the smelter, the lessee may deduct the actual

cost of direct labor and materials for processing, but such cost deducted will

not-exceed 10% of the average grbss value per ton of ore for that month. For

" example: If the average gross value of ore mined during a one month period

is $50.00 per ton, the maximum deduction for direct proqessing cost will be
10% or $5.00 per ton. The royalty would be paid on $45.00 per ton.

The royalty percentage shall apply to all mineral and will be based on all

| monies recieved or the market value of all ore, metals, minerals, and non-

metallic minerals removed from the property.

(b) Notwithstanding the above sub-paragraph, there shall be a
minimum monthly royalty payable to Lessors of $7,500 starting May 1,
1979 and payable on the first day of each month thereof.

(c) Notwithstanding said sub-paragraphs (a)Aand (b), there shall
be an‘advance miniﬁum royalty payable to Lessor equal to a sum of money
of $6,000.00,-payab1e by Lessee, upon the execution of this agreement.

(d) The amount by which the minimum monthly royalty, or the
advance minimum royalty, provided for in sub-paragraphs (b) and (¢)
herein, paid for any.calendar month during the term of this lease,
exceeds the royalty out of production for sucﬁ month, may be recovered
by Lessee out of, and credited against, the royalty out of production
due for any succeeding month or months thereafter, during the term

of this agreement.

by



4., OPERATION OF MINE:

Lessee agrees to work said land in the manner
rcessary to good and economic mining, so as to bring about maximum and
) economic recovery from the property, with due regard to development and
preservation of said premises as a workable mine: Lessee agrees to perform
ntinuously and diligently in good faith, in an active aﬁd substantial way,
development in mining work upon the said leessed claims directed toward the
J discerry and production of minerals or ore therefrom. The equipment and
-chinery brought onto the leased claims by Lessee is and shall remain the
petéonal property of lessee, with the exception of any building constructed
_ by Lessee, and title thereto shall not vest in Lessor by operation of law. !
) Appendi* "B" is an inventory of equipment, buildings, and other property
owned by Lessor, which the Lessee will take care of and may use for an
operation on the leased claims. The obligation of Lessee set forth in
his paragraph shall be suspended only while Lessee's compliance is
prevented by the elements, accidents, strike, lockouts, riots, delays in
transportation, inability to secure materials in the open market, or
interference by govermental action, or by any other causes beyond the
reasonable control of Lessee, whether similar or dissimilar to the causes
" specifically mentioned. Lessee agrees to furnish at its own cést, any
| and all environmental impact studies required by any governmental authority
5 a result of its undertaking the exploration, development and.mining
operation contémplgted‘by this agreement. Lessee agteea-;o honor any and
all contractual obligation undertaken by Lessor relating to the sale of
ater or surface use of tﬁe herein leased claims, so long as those said
obligations do not interfere with the exploration, develbpment, mining,
or similar activity on the leased claims by Lessee. Lessee hereby
-ecognizes that Lessor intends to develop up to 200 acres of the surface
of éeftain claims situated in the immediate vicinity of the townsite of
Tombstone. Those said claims consist of the Content, CocoPah,'Norch Point,
Contentment, Empire, Tranquil, Silver Belt, Silver Thread, Contention,
New Year, Cincinnati, Head Center, Yellow Jacket and Flora Morrisson claims.
Lessor agrees that the said development of the surface on the hereinabove mentioned
claims shall not interfere with activities of Lessee contemplated by this lease.
~votwithstanding with activities of Lessee, any development of the surface of

the above mentioned leased claims, Lessor further agrees that Lessee shall have

" access on or across the above mentioned claims so as not to interfere with the

'exploration, development, mining, or associated activities of Lessee Epntemplated

by this lease, on those above named claims. I¥F tha laEsss , dn its sole.



However lessee will continue to have all rights for mineral exploration,
development and mining 40 feet or more below the surface.

5. REPORTING: Lessee agrees that it will provide Lessor with a report
on or before the 15th day of each month, pertaining to the previous month,
to the Lessor, in writing, indicating the following:

- (a) The number of tons of waste and ore mined.
(b) A summary of all assays taken on said ore and waste mined.
(c) The number of tons processed for which royalty is payable
pursuant to this lease throﬁgh mills, smelting, or reduction plaéts
used to process said ores. |
(d) The value Pf all minerals sold or otherwise disposed of
from ores subject to royalty payments pursuant to this leasef
The above referenced statement and reports are to be accompanied by a

draft payable to the Lessor. If no royalty out of production is due for any

- wonthly period hereof, then a report containing all of the pertinent details

above required, shall be submitted to Lessor with a statement to the effect
that there is no royalty out of production due for the preceding month,

In addition to the above, weekly progress reports will be sent to
the Lessor, as well as all data generatéd relating to the leased claims.

\
6. ADDITIONAL REPORTS AND ACCESS: Lessee shall keep a full set of

accounts and records, and shall allow Lessor, or its agents and employees

to examine them from time to time. Lessée will allow lessor to enter upon
said premises, and into any workings, mills, or reduction works thereon,

or wherever said ore may be worked or reduced, for the purpose of inspection
to aécertain‘whethet the terus and conditions of this lease are being promptly
carried out and to take samples and to make tests and measurements, and to

1ffix notices. Lessee shall provide to Lessor, its agents and employees, copies

of assay reports, drillhole logs, and any and all other data assembled which

could be used as an aid in determining the location, quanlity, and quality of

any and all deposits on said land. All inspections shall be made at reasonable

intervals, and shall be at the sole cost of, and risk of Lessor.

s




7. TAXES: Lessor shall pay all ad valorem and similar property taxes

tawfully levied or -assessed during the term of this agreement against the
-«

) property, or any improvements thereto, but upon the receipt of a statement

therefor from Lessor, Lessee shall reimburse Lessor for any such taxes paid
y Lessor. In addition to the foregoing, Lessee shall pay all other taxeé
imposed by reason of Lessee's operation and improvements upon the property.
Lesseé shall‘pay any such taxes on installment basis upon receiving motice
‘rom Lessor that such installment payment of the said taxes is due. Lessee
agrees to pay any such taxes before they become delinquent. Lessee shall not
be liable for the payment of any tax assessment imposed by any city, county,
state, federal or other law or ordinance, on the income of Lessor hereunder,
or the interest reserved by Lessor thereunder or upon a transfer or passing
by death or gift, of any interest of Lessor or for any similar tax. Efffff
further agrees to do all other things necessary and required by fe&eral,
state and local laws and‘regulgtions to protect and defend and maintain
Lessor's title to the leased claims, so that title will be as good as at
the time of ghe execution of this agreement. A Performance Bond refered
to in paragraph 12 will also cover tax payments.

8. WARRANTY: ‘Lessor represents and warrants that it is the owmer of
the leased patented claims and the rights to unpatented claims, free of
all claims, liems and encumbran;es, and that Lessor has the exclusive poss-
ession of the leased claims, except for approximatelf two acres leased to
.the United States Departméh; of Agriculture for surface and except to the
extent that the United States Government holds title to unpatented claims.
Also, Lessor may lease the "Vizina Mine Tour" provided the Lessor assumes

all responsibility and liability for the tour enterprise.

7=




9. BANKRUPCY: In case-Lessee shall be adjudged a bankrupt by either
voluntary or involuntary péoceedings, Lessor may, at its option, terminate
this lease by written notice. After termination by notice, Lesaor'may
re-enter the leased claims and take exclusive possession. Upon -exercise
o>f the option t; terminate, the estate and rights in the hérein leased claims
of‘Lessee. and any person claiming through the Lessee, by act of the parties
or operation of law, shall immediately perminate.

10. IMPROVEMENTS: Lessee may construct, reébnstruct,,demolish, remove,
maintain, and use such roads, ditches, ponds, buildings, fixtures, ;achinery,
pumps,-PVC pipe, mine dumps, pad, heap, and headframes on, through and upon
said leased claims,.as may be necessary in cafrying on mining operations
during the term of this lease. At the termination hereof, L?ssee may
remove all personal propert&, machinery, tools, appliances, supplies,
pumps, pipe, and equipment on said leased claims by Lessee; eicapt shaft
timbering and linings, any underground supports, rails, electric:, water, or

steam or airline pipes, provided no default shall at such time exist with

‘respect to any payments or rentals, or in respect to any covenants, agree-

ments, or conditions to be kept and performed by Lessee; provided that all
machinery, tools, appliance§ and buildings, and all personal property
remaining on said premises sixty (60) days after tﬁe ;erﬁination (by notice
or otherwise) of this lease, shall be held té have become the property of
Lessor and ;hall not be removed therefrom by Lessee. Lessee:agrees to
perform all environmental restorations on the claims required by any goveru-
meﬁtal authority at its sole cost and expense.

Lessee will obtain approval from Lessor on the site and type of building

constructed either for a plant and laboratory facility or a building for

_another lessee to enable use of the present 71 Minerals plant.




i 11. HOLD HARMLESS: Lessee agrees to release and to indemnify and hold
| haruwless Lessor, and any corporatién wholly or in part affiliated with, owned
i . vr controlled by Lessor, from and against all claims, causes of action,
”liabilities, costs and expenses for losses, or damage to, all property
whatsoever and.injuries to, or death of, all persons whomsoever, arising
out'of, or in any way connected with, the use and occupation of the leased
premises or exercise of the rights hereunder. Lessee agrees to comply with
~11 such régulationé promulgated by the responsible governmental agencies
in carrying out the activities contemplatea by this lease, and to fence
all o?en shafts, pits, etc., which exist upon the claims according to the
requirements of the State Mine Inspector.

. 12. L£E§§3 Lessee agrees to pay in full, all persons who perform labor
or services on, furnish materials, joined or affixed to, or provide equipment
for, said leased claims, at Lessee's instance or request. Lessor shall not
permié or ;uffer liens of any kind or nature to be enforced against said
leased claims for such labor, services, materials, or equipment. Lessor
shall have the right to pay any amount required to release any such lien,
or liens, or to defend any action brought thereon, and to pay ;ny judgement ent-
ered therein, and lessee shall be liable to Lessor for all costs, damages and
re asonablg attorney's fees, and any amounts expended in defending any
proceedings or payment of any kind of said liens or auny judgments:obtained

w therefor. Lessee should also provide'a bond in the amount of $f59;000;00A
on payment of labor and materials on the property with the cost of the bond
to bé paid by the lessee.

13. ASSIGNMENT: This lease shall inure to the benefit of and be binding
upon the respective heirs, administrators, executors, successors aﬁd assigns
of the parties hereto. Upon such assignment all references herein to "Lessee"
or "Lessor'" shall be deemed to refer to such succeeding heirs, administrators,

executors, successors and assigns of such alienating party.

-9-




14. TERMINATION: After an exploration/development expenditure of $200,000,
and an equivalent of 12 months advanced minimum royalties($90,000), R Y TF 4
Lessee shall have the right in its sole and exclusive discretion, to terminate
this lease upon giving thirty (30) days written notice of terminatiéﬁ to Lessor.
Upon giving such notice of termination, Lessee shall be 1liable only for the
wa&menc of the minim;m rbyalty or royalty out of production due for the thirty
day period next following the date the notice of termination was given. Lessor
can terminate this lease if the advanced minimum royalty is not sent by
‘ertified mail on the first day of every month, starting May 1,_1979, or
if the Lessee is in default in regard to any other of the provisions of
Paragraphs (3), (7) or (17) of this lease. Lessor shall give formal,
written ana detailed notice of the existance of saﬁe to Lessee. If Lessee
has not cured the said default within thiry (30) days after receipt of said
formal, written and'detailed notice of deéfault, Lessor can terminate the
herein lease. |

15. INSURANCE: Lessee agrees to maintain and keep in force at all
times, a policy of liability insurance protecting Lessee and Lessor from
personal and property liability that may be incurred on said leased claims
in the amount of $2,000,000.00. Lessee further agrees to maintain and
keep in force at #11 times, workmens compensation insurance and to furnish
“EESAELSIE O AIIUIEA SIS 2R oAy poltetes to che Lemsor, (X

16. NOTICES: Any and all noticeé';equired hereunder, or permitted to
be given by either party té the other; shall be considered to have been
delivered at the expiration of seventy-two (72) hours followiﬁg deposit in
the United States Mail, with registered or certified postage prebaid
thereon, and addressed:

(a) If to Lessor: To: Tombstone Development Company

c/o William Hight

1824 North Broadwell
Grand Island, Nebrasks (68801)

(b) If to Lessee: To: Tombstone Exploration, Inc.
‘c/o Thomas H. Schloss

The Austin Exploration & Mining Corporation
c/o James A. Briscoe
4500 E. Speedway
Suite # 14
Tucson, Arizona (85712)
Either of the parties may change the location to which required notices to it

shall be addressed, upon ten (10) days written notice to the other party.

-10-




17. ASSESSMENT WORK: Ldssee agrees to perform all necessary assessment

work required by federal and state laws for the continuing validity of all
wining claims subject to this lease. 'Lessee further agree% to do all other
things necessary and required by federal, state, and local laws and
regulations to protect, defend and maintain, Lessor's title to the above
referenced claims in effect on February 7, 1979, so that title will be

as good as at the time of the execution of this agreement. If conflicts
exist on the 18 unpatented claims, Lessee will do everything possible toA'
validafe the claims.

18. FIRST RIGHT OF REFUSAL: It is agreed to by and between the parties

hereto that Lessee shall be given the first right of refusal to buy the
interest of Lessor, should Lessor entertain to sell its interest herein,

or the leased claiﬁs. For the purpose of this paragraph, Lessee has the

first right of refusal to buy the legsed claims at the same price as set
forth in any bona fide offer in writing, acceptable to Lessor, given by any
individual or company. Lessor shall, at its own exclusive discretion,
determine what collateral, guarantes, or other evidences of Lessee's

ability to purchase the said interest of Lessor herein, for the leased claims,
are to be provided by Lessee.

19. MISCELLANEOUS: This agreement constitutes the entire understanding

of the parties hereto with %espect to the subject matter hereof, and supersedes

all prior agreements of the parties hereto with respect to the subjeét matter
hereof, and may not be waived, amended or modified in any manner except in

writing and signed by the party to be charged. Representations, warranties

and agreements of the parties hereto, herein contained, regardless of any

disclosure made to, or any investigation made by or on behalf of any party
not making such representations, warranties and agreements, shall survive
the execution and delivery of this agreement. This agreement, and such
representations, warranties and agreements, shall be binding upon, inure to
the benifit of, and be enforceable, by and against the heirs, successors,

or assign of each of the parties hereto.

-11-
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This Agreement may be reco-ded or registered with the Clerk, Recorder or

. {ilar officer of the county or counties of which these claims are located,

Jor in any appropriate office of the United States Govemmem-:, or anywhere

else Lessee deems app.rop.riate in order to protect its interests hereunder.

< s agre.ement may be executed in any number of counterparts, which

-

together will constitute one and the same’ agreement.

\

-~ - IN WITNESS WHEREOP the Parties hereto have executed this agreement
a, of the date and year first: above written.

Lessor:
TOMBSTONE DEVELOPMENT COMPANY

By /(' 4 w»,u)

By U/U( /Zuz/ﬁ/#

v “3\4___,_
B'yyﬂjl - ///%f /\

Lessee:
TOMBSTONE EXPLORATION, INC.

By reesf.
Thomas H. Schloss

-THE AJSTIN EXPLORATION & MINING CORP.

Byﬁ(z " ){L?@\h

James A. Briscoe

-12-




Claim Name

f—\\ North Point

/ Cocopah
Silver Belt
Empire
Hawkeye
Little Wonder
Way Up
Goodenough

(N Gilded Age
- Vigina

Poor X
Survey
Toughnut
SW Ext. Toughnut
Fortuna
P Tranquillity
) Protectors
~ Contentment
Content
Cinncinatti
Houghton
Defense
Surveyor
Westside
Sulphuret
Mayflower
Alta
San Rafael
Ninety Nine
Last Chance #2
Boss
Herald
Tribute
i Eastside
< Blue Monday
Eastside No.2
0ld Guard
Lucky Cuss
CoD
Lucky Sure
McCann
Owl's Last Hoot
Owl's Nest
Escondido
Wedge
Black Hawk
Oregon
Prompter
Contact
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Appendix A

TOMBSTONE DEVELOPMENT COMPANY CLAIMS
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“TDC Claims

Claim Name

Florodoro
Antelope

Shoo Fly

Verde

Mexicana
Extacy

Shorty

Emerald So. Mine
Emerald

Hidden Treasure
Revenue
Telephone
Grand Dipper
Rattlesnake
Mammoth

Bunker Hill
Little Comet
Big Comet
Miner's Dream
Sidney

So. Ext. Central
Southern Belle
Buffalo
Naumkeag
Moonlight
Grand Central
Illinois
Michigan

Flora Morrison
Head Center
Yellow Jacket
Contention

New Year
Cornell

S«EsA.
Page 2

Designation
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RECEIVEDFEB 8 1979
COREY & KITTLE, P.C.

ATTORNEYS AT LAW

BARRY M. COREY SUITE 509 TRANSAMERICA BUILDING
JAY S. KITTLE February 8' 1979 177 NORTH CHURCH AVENUE
PATRICK J. FARRELL TUCSON, ARIZONA 85701
THOMAS A.STOOPS (602) 882-4994

The Daily Reporter
1l West Orange Grove Road
Tucson, Arizona 85704
Re: SEA Hydromet, Inc.
Gentlemen:

Enclosed herewith please find a certified copy of the Articles
of Incorporation of SEA Hydromet, Inc.

I request that you publish these Articles on February 14, 15
and 16, 1979, as provided by law, returning to me an Affidavit
of Publication and the enclosed Articles.
Your assistance with this matter is very much appreciated.
Sincerely yours,
Patrick J. Farrell
PJF:ac
Enclosure

cc: Southwestern Exploration Associates, Inc.
Attn: Christine M. Dodson
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JAY S. KITTLE
PATRICK J. FARRELL
THOMAS A.STOOPS
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REVIEWED™

RECEIVEDFES 13 1979

COREY & KITTLE, P. C.

February 12, 1979

‘ATTORNEYS AT LAW
SUITE 502 TRANSAMERICA BUILDING
177 NORTH CHURCH AVENUE
TUCSON, ARIZONA 85701
(602)882-4994

Southwestern Exploration Associates, Inc.

. 4500 East Speedway,

Tucson, Arizona 8

Suite 14
5712
Attn: Christine M. Dodson

Re: Bylaws and Minutes of Organizational Meeting of
Board of Directors of SEA Hydromet, Inc.

Dear Chris:

to SEA Hydromet,

Tne:s

Enclosed herewith please find the following materials reli:ijg . ug

Joust L
(a) Photocopy of Bylaws. //Glp& &j)ﬂ\

s

Ad (b) Minutes of Organizational Meeting of Board of Directors
and Accompanying Waiver of Notice.

The bylaws which I have prepared for the Corporation are the
standard set which we use for our corporate clients. I will
retain the original Bylaws in the corporate minute book, and I
am enclosing this copy for your file.

I have arbitrarily selected February 15, 1979, as the date of
the organizational meeting of the board of directors. The minutes
of this meeting set forth the various items of business conducted
at such meeting and also contain the election of Officers of the
~ Corporation for the initial year of its existence. I would appre-
éhﬁdL - ciate it if you would have Jim and Richard Hewlett sign both the
minutes and the waiver of notice in the indicated spaces and
cﬂo$é return them to my office in the enclosed, stamped, self-addressed
envelope. After I receive them from you I will place them in the
corporate minute book.

sbkylﬁ”‘ vy I would also appreciate receiving from you in the near future
ey the Certificate of Disclosure relating to this Corporation to be
Nkaﬂﬁ,, signed by you and Jane Talley, which I recently sent to you.

/ .
kpjﬂ * Thank you for your assistance with this matter. Should you have

/
PJF:ac

Enclosures

. any questions concerning the foregoing, please feel free to contact me.

Sincerely yours,

C:;%QVZ”’ &4Z%ZZ

Patrick J. Farrell



WAIVER OF NOTICE OF ORGANIZATIONAL MEETING

O of

BOARD OF DIRECTORS

of

. SEA HYDROMET, INC.

WE, the undersigned, being all of the Directors of
the Corporation, hereby agree and consent that the organiza-
A4 tional meeting of the Board of Directors of the Corporation
be held on the date and at the time and place designated hereun-
der, and do hereby waive all notice whatsoever of such meeting
and of any ad journment or ad jourmments thereof.
We do further agree and consent that any and all lawful
business may be transacted at such meeting or at any ad jourmment
'Af or adjournments thereof as may be deemed advisable by the Directors
present thereat. Any business transacted at such meeting or
at any adjournment or ad jourmments thereof shall be as valid
and legal and of the same force and effect as if such meeting
or adjourned meeting were held after notice.

Place of Meeting: 4500 East Speedway Boulevard, Suite 14
Tucson, Arizona

- Date of Meeting: February 15, 1979

Time of Meeting: 10:00 a.m.

DATED: _ T=¢ b . l‘D//. /C77?

Joodn .

S A. BRISCOE

- 62‘” _4/71 /f/’éfi . 421 C?L\

- RICHARD F. HEWLETT
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MINUTES OF ORGANIZATIONAL MEETING

™ of

BOARD OF DIRECTORS

of

S SEA HYDROMET, INC.

The organizational meeting of the Board of Directors

of the Corporation was held, at the call of a majority of the

- Directors named in the Articles of Incorporation, on the date,
and at the time and place set forth in the written Waiver of
Notice signed by all of the Directors and Prefixed to the Minutes
of this meeting.

There were present the following: James A. Briscoe
and Richard F. Hewlett, being all of the Directors of the Corpo-
ration. James A. Briscoe called the meeting to order and stated
the objectives thereof. He thereupon selected himself Chairman
and Richard F. Hewlett Temporary Secretary for purposes of the
meeting.

The Chairman presented to the Directors for their
examination a copy of the Articles of Incorporation as executed
by the Incorporators. On motion duly made and seconded, the

,»> Articles were unanimously approved by the Directors.
The Chairman advised the Directors that the original
of the Articles had been filed with the Incorporating Division
) of the Arizona Corporation Commission on February 1, 1979,
and that a certified copy had been delivered to THE DAILY
REPORTER for publication in accordance with the requirements

S ) of law. He advised the Directors that the certified copy of
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the Articles of Incorporation would be placed in the Minute

Book as the first item therein, and that a receipt from the
Corporation Commission and a copy of the Affidavit of Publication
would be placed in the Minute Book as the second item therein.

The Chairman presented for examination a proposed form
of By-Laws prepared by Counsel for the Corporation, and such
By-Laws were carefully examined by all the Directors. On motion
duly made and seconded, the proposed By-Laws were unanimously
adopted as the By-Laws of this Corporation and the Chairman direc-
ted that the original of the By-Laws be inserted in the Minute
Book as the third item immediately following the Affidavit of
Publication and immediately prior to the Minutes of this meeting.

The Chairman then presented for examination a proposed
form of stock certificate for the Corporation. Upon motion duly
made and seconded, the proposed form of stock certificate was
unanimously adopted and approved by the Directors, and the Chair-
man directed that a specimen copy be placed in the Minute Book
of the Corporation immediately following the By-Laws.

The Chairman then advised the Directors that the next
item of business was the matter of issuing the Common Stock of
the Corporation. He noted that a domestic Corporation qualifying
as a '"'small business corporation', as defined in Section 1244
of the Internal Revenue Code of 1954, as amended, may issue com-
mon stock for money or other property with the result that any
shares issued under such Section will qualify for the tax treat-
ment provided therein, which allows an ordinary loss deduction

for losses on such stock (subject to the limitations set forth
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in Section 1244). He pointed out that in order to qualify under
such Section, the Corporation must comply with the following
requirements:

1. The Corporation must qualify as a ''small business
corporation'" under Section 1244, which means that the aggregate
amount of money and other property received by the Corporation
for stock, as a contribution to capital and as paid-in éurplus,
may not exceed One Million ($1,000,000) Dollars. This determina-
tion must be made as of the time of the issuance of the stock
in question, but shall include amounts received for such stock
and for all stock theretofore issued.

2. The stock must be issued for money or other property
other than stock or securities. The amount taken into account
with respect to any property received by the Corporation other
than money is the amount equal to the ad justed basis to the Cor-
poration of such property for determining gain, reduced by any
liability to which the property is subject or which is assumed
by the Corporation. This determination mﬁst be made as of the
time the property is received by the Corporation.

3. More than fifty (50%) percent of the Corporation's
aggregate gross receipts must be derived from sources other than
royalties, rents, dividends, interest, annuities and sales or
exchanges of stock or securities during the Corporation's five
most recent taxable years ending before the date any loss on
such stock is sustained by the person to whom it was issued.

4. If the Corporation issues stock the aggregate value
of which exceeds One Million ($1,000,000) Dollars, then it must
designate which shares are to be treated as Section 1244 stock.

After the foregoing explanation, upon motion duly made

and seconded, the following resolution was adopted unanimously:
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BE IT RESOLVED by the Board of Directors of SEA
HYDROMET, INC. that the common stock of this
Corporation shall be issued in accordance with
Section 1244 of the Internal Revenue Code of

1954, as amended, to the extent that all the
necessary requirements of such Section are complied
with by the Corporation in the issuance of its
common stock.

The Chairman next stated that a Corporate Bank account

should be opened and suggested that an account be opened at

a bank located in the State of Arizona and mutually agreed upon

by the Directors. Thereupon, on motion duly made and seconded,
the following resolution was unanimously adopted:

BE IT RESOLVED by the Board of Directors of

SEA HYDROMET, INC. that the Officers of this
Corporation shall be and they are hereby authorized
to open a Corporate bank account at a bank located
in the State of Arizona mutually agreed upon

by the Board of Directors.

BE IT FURTHER RESOLVED that checks, drafts, and
other orders drawn on or affecting the checking
account of this Corporation including but not
limited to checks or drafts drawn to the individual
order of any person authorized to sign, shall

be signed with the Corporate name followed by

the signature of the President.

BE IT FURTHER RESOLVED that the signature card
of the account, upon the form supplied by the
Bank for that purpose, executed on or after the
date of this meeting shall be valid and binding
upon the Corporation and that this authorization
shall remain effective until the Bank receives
written notice to the contrary, signed by duly
authorized Officers of the Corporation, specifical-
ly revoking this authorization. The revocation
of any authorizations made with respect to the
account shall not affect the validity of any
check or other instrument signed or endorsed

by any person or persons at the time authorized
to act. This Corporation will guarantee payment
of any overdraft created in the account.

The Chairman then discussed the advisability of autho-
rizing Officers of the Corporation to borrow funds from the Bank
so chosen by the Board of Directors. After deliberation and dis-

cussion, on motion duly made and seconded, it was
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RESOLVED that any one of the following Officers

or designated agents of this Corporation, to wit:
the President, is hereby authorized on behalf

of this Corporation to borrow money and obtain
credit from such Bank chosen by the Board of Direc-
tors in which to place the Corporation's Corporate
Account, or to discount with or guarantee to the
Bank the obligations of others and for such purpose
to execute, or endorse and deliver the note or
other obligations of this Corporation, or of others,
therefor, and in connection therewith the Bank
shall have no duty to inquire as to the circumstan-
ces of the issue or the disposition of the proceeds
of any such instrument whether the same be payable
to the order of or in favor of any of its officers
or other persons, and whether the same be deposited
to the individual credit of or tendered in payment
of the obligation of any of its Officers or other
person, or otherwise; and to grant security inte-
rests and mortgages and pledge any of the inventory,
accounts, contract rights, chattel paper, instru-
ments, as defined in the Uniform Commercial Code,
or other assets of this Corporation, including

real estate, for the purpose of securing the pay-
ment of money so borrowed or obligations discoun-
ted or guaranteed, and for such purpose to execute
and deliver any bond, mortgage, security agreement,
financing statement, power or other instrument
required by the Bank; and such Officers are speci-
fically authorized to enter into the foregoing
transactions at interest rates to be negotiated,
however, in no event will the interest rate exceed
the maximum authorized, all in accordance with

law.

FURTHER RESOLVED, that the above authorization
shall continue and remain in force and effect
until notice of its revocation by Resolution

of the Board of Directors has been received

in writing by the Bank mutually agreed upon

by them, and, further, that the Secretary is
hereby authorized and directed to certify to

the Bank, from time to time, the names of the
persons herein authorized to sign for borrowings
on behalf of this Corporation.

The Chairman then suggested that the Secretary of the
Corporation should be authorized to procure the books and records
necessary to begin the business of the Corporation, and that
the President of the Corporation should be authorized to pay

all expenses and to reimburse all persons for expenses made in
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connection with the organization of this Corporation. After deli-
beration and discussion, upon motion duly made and seconded,
the following resolution was unanimously adopted:

BE IT RESOLVED by the Board of Directors of SEA
HYDROMET, INC. that the Secretary of this Corpora-
tion shall be and hereby is authorized and directed
to procure all Corporate books, books of account
and stock books required by the Statutes of the
State of Arizona, or necessary or appropriate

in connection with the business of this Corporation;
and

BE IT FURTHER RESOLVED that the President of

this Corporation shall be and hereby is authorized

to pay all charges and expenses, including attor-

ney's fees, incident to or arising from the organization

of this Corporation and to reimburse any person

who has made any disbursement therefor.

The Chairman then suggested that all previous actions
undertaken by the Directors and Officers of the Corporation with
regard to the organization of the Corporation be formally ratified
and adopted by the Board of Directors. After deliberation and
discussion, upon motion duly made and seconded, the following
resolution was unanimously adopted:

RESOLVED that all previous actions undertaken

by the Directors and Officers of the Corporation

in conmnection with the organization of the Corpora-

tion are hereby formally approved and ratified

as valid and proper actions of the Corporation.

The Chairman reminded the Directors that the Incorpora-
tors had indicated to the Arizona Corporation Commission that
the fiscal year for the Corporation would end on June 30 of each
calendar year. The Directors then concurred that such fiscal
date should be ratified at this time. Thereupon, upon motion

duly made and seconded, the following resolution was adopted

unanimously:
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BE IT RESOLVED by the Board of Directors of SEA
HYDROMET, INC. that the act of the Incorporators
of this Corporation in setting the fiscal and tax-
able year of this Corporation to end annually on
June 30 is hereby ratified and approved.

The Chairman then discussed the desirability of grant-

ing to the President of the Corporation comprehensive authority

to buy, sell, trade, assign and deal with assets of the Corpora-

tion. After discussion, and upon motion duly made, seconded,

and unanimously carried, it was:

RESOLVED that the President of this Corporation

be and is hereby authorized to convey, lease,
mortgage, sell and assign any and all real, perso-
nal or mixed property owned, held or controlled

by said Corporation, and to execute and deliver,
in the name of said Corporation, subdivision plats,
deeds, mortgages, promissory notes, bills of sale,
security agreements, financing agreements, satis=
factions and assignments of mortgages, liens and
encumbrances of all kinds, claims for liens, lien
waivers, transfers and assignments of both real
and personal property, and any other instruments
in conmnection with any real or personal property
owned, held or controlled by said Corporation,

and to take whatever actions are deemed necessary
by him toward the conduct of the business of the
Corporation, including, but not limited to, the
entering into of contracts, leases, agreements

and all other necessary conduct pertaining to

the operation of the Corporation;

BE IT FURTHER RESOLVED, that the authority hereby
conferred upon said Officer of this Corporation
shall remain and be in full force and effect until
such time as said authority may be hereafter revoked
and a certified copy thereof recorded in the office
of the County Recorder of each County in which

this resolution is of record.

The final order of business dealt with the election

of officers of the Corporation. Upon motion duly made, seconded,

and unanimously carried, it was:

RESOLVED that James A. Briscoe be and the same

is hereby elected President of SEA HYDROMET, INC.,
to serve until the next Annual Meeting of the
Board of Directors; it was
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FURTHER RESOLVED that Richard F. Hewlett be and
the same is hereby elected Vice-President of SEA
HYDROMET, INC., to serve until the next Annual
Meeting of the Board of Directors; it was

FURTHER RESOLVED that Jane E. Talley be and the
same is hereby elected Treasurer of SEA HYDROMET,
INC., to serve until the next Annual Meeting of
the Board of Directors; it was

FURTHER RESOLVED that Christine M. Dodson be and

the same is hereby elected Secretary of SEA HYDROMET,

INC., to serve until the next Annual Meeting of

the Board of Directors.

There being no further business to come before the
meeting, upon motion duly made, seconded and unanimously carried,

the meeting was adjourned.

! J/J Loy [\ bt LT

Richard F. Hewlett, Temporary
Secretary

ATTEST:

' : .
wﬁ.ﬁ,,,~‘___\~,v/¢‘ﬁ/;;w~cckf‘

James A. Briscoe

Al e : ‘.
‘}//._/Jb/«cﬁf Q / 3 /'f_.? s “Q/‘\};—I—’_

Richard F. Hewlett B
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JAY S, KITTLE

COREY & KITTLE, P.C.

ATTORNEYS AT LAW

BARRY M. COREY SUITE 509 TRANSAMERICA BUILDING

February 14' 1979 177 NORTH CHURCH AVENUE
PATRICK J. FARRELL TUCSON, ARIZONA 85701
THOMAS A. STOOPS (602) 882-4994

Arizona Corporation Commission
415 West Congress Street
Tucson, Arizona 85701
Attn: Incorporating Division

Re: SEA Hydromet, Inc.
Gentlemen:
Enclosed herewith please find a Certificate of Disclosure
relating to SEA Hydromet, Inc., which has been signed by the
Secretary and Treasurer of the Corporation.
A Certificate of Disclosure has already been seant to your
office with respect to the Incorporators, Directors, President
and Vice~President of this Corporation.
Thank you for your assistance with this matter.

Sincerely yours,

i

Patrick J. Farrell
PJFsac
Enclosure

cc: Southwestern Exploration Associates, Inc.
Attn: Christine M. Dodson

RECEVEDFEB 15 1978



CERTIFLICATE OF DISCLOSURE
A.R.S.

A.

[5]

J " AR1ZONA CUR&;/AWON COMMISSTON
™ - INCORPORATING DIVISION

Address: 415 W. Congress Street

Tucson, Arizona 85701 ;

2222 West Encanto Blvd. Tucson
Sulte 210-D

Phoenix, Arizona

Phoenix Address:
85009

Check Appropriate Box(s) "A","B",0R "C"
SEA Hydromet, Inc.

Sections 10-128 & 10-128.01 EXACT CORPORATE NAME

THE UNDERSIGNED CERTIFY THAT:

No person serving either by election or appointment as officers, directors, trustees, incorporators and persons controlling, or holding more than 10%
of the issued and outstanding common shares or 10% of any other proprietary, beneficial or membership interest in the corporation:
1. Have been convicted of a felony involving a transaction in securities, consumer fraud or antitrust in any state or federal jurisdiction within
the seven year perlod immediately preceding the execution of this certificate. (’“\
2. Have been convicted of a felony, the essentlial elements of which consisted of fraud, misrepresentation, theft by false pretenses, or U
restraining of trade or monopoly In any state or federal jurisdiction within the seven year period immediately preceding the execution of
this certificate. :
3. Have been or are subject to an injunction, judgment, decree or permanent order of any state or federal court entered within the seven year
period immediately preceding the execution of this certificate where such injunction, judgment, decree or permanent order:

(a) Involved the violation of fraud or registration provisions of the securities laws of that jurisdiction; or
(b) Involved the violation of the consumer fraud laws of that jurisdiction; or
(¢) Involved the violation of the antitrust or restraint laws of trade laws of that jurisdiction.

For any person or persons who have been or are subject to one or more of the statements in Items A. 1 through A. 3 above, the following informa-

tion "MUST" be attached.

l. Full name and prior names used. 5. Date and location of birth.

2 Full birth name. 6. Social Security number.

3. Present home address. 7. The nature and description of each conviction or

4. Prior addresses (for immediate preceding 7 year period). judicial action, the date and location, the court
and public agency involved, and the file or cause
number of the case.

Has any person(s) (a) serving either by election or appointment as an officer, director or trustee, incorporator of the corporation or,
(b) controlling or holding 20% of the proprietary, beneficial or membership interest in the corporation, served in any such capacity or i
held such interest in any corporation which has been placed in bankruptcy or receivership or had its charter revoked? YES NO

If your answer to the above question is "YES'", you "MUST" attach the following information, for each such corporation:

1. Name and address of the corporation. 4. Dates of corporate operation.

2, Full name, including alias(s) and address(s) of 5. A description of the bankruptcy, receivership,
each person(s) involved. or charter revocation, including the date, the

3. State(s) in which the corporation: court or agency involved, and the file or cause

(a)
(b)

Was incorporated.
Has transacted business.

number of the case.

Under penalties of law as set forth in A.R.S. Sec.
attachments, and to the best of my knowledge and belief it is true, correct and

*NOTE :

Lf a foreign corporation, the following declaration is also applicable:

10-128.01 F., I declare that

complete.

A.R.S. Sec. 128.01.

DATE

1 have examined this report and the certificate, including any

Under penalties of law I declare that I uill'comply with the

BY Q/.Lu,a

% L
G ’\I/,\_/(:_K»L’,\y oate_ .~ /) /7C/

7
/
/

TITLES

//,7?
o 7

Secretary

Jane E. Talley, /fTeasurer




O e

COREY & KITTLE. p.c. RECEIVEDFEB2 1 1379

ATTORNEYS AT LAW

st 7

BARRY M. COREY

SUITE 509 TRANSAMERICA BUILDING
February 20, 1979
JAY S. KITTLE y ’ 7 177 NORTH CHURCH AVENUE
PATRICK J. FARRELL TUCSON, ARIZONA 85701
THOMAS A.STOOPS (602) 882-4994

Arizona Corporation Commission
415 West Congress Street
Tucson, Arizona 85701

Attn: Incorporating Division
Re: SEA Hydromet, Inc.
Gentlemen:

Enclosed herewith please find the original Affidavit of
Publication issued by The Daily Reporter, relating to the

publication of the Articles of Incorporation of SEA Hydromet,
Inc.

Your assistance with this matter is very much appreciated.

Sincerely yours,

T D, Dssy

Patrick J. Farrell
PJF:ac

Enclosure

cc: Southwestern Exploration Associates, Inc.
Attn: Christine M. Dodson
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SEA HYDROMET, INC.

. NAME (b-\name of the
corporat-on is YDROMET,
INC. <’

1l. PURPOSE The purpose for
which this corporation is
organized is the transaction of any
or all lawful business for which
corporations may be incorporated
under the laws of the State of
Arizona, as they may be amended
from time to time, and specifically
but not in limitation thereof, the
purpose of devaloping
technological i

to the heap leaching of bau and
precious metals and patenting,
'selling and-or licensing the use of
ssuch innovations, and any and all
other businesses of ~any type
whatsoever growing out of,
related to or in any -manner
whatsoever in connection with any
of the items, businesses,
relationships, purposes or powers
described in these articles. No
enumeration herein set forth shall
in any manner be deemed to be
exclysive of object or purposes not
enumerated but on the contrary
such enumerations shall be
construed ‘as including all other
and further objects and purposes
of the same or similar -type or
character, regardless of how thin,
vague, or indefinite, the

relationship or connection may be.’

S 1. _INITIAL BUSINESS The
corporation initially intends to
‘conduct the business of developing
technological innovafions relating
to the heap leaching of base and
precious metals and patenting,
selling and-or licensing the use of
such innovations, and business
activities associated therewith.

1V. AUTHORIZED CAPITAL
The vc_::orporation shall have the
auhority to issue One Million
(1,000,000) shares of common
stock, par value One (S'I) Dollar
per share.

V. STATUTORY AGENT The

name and address of the initial
statutory agent of the corporation
is Jay S. Kittle, Attorney at Law,
509 Transamerica Building, 177
North Church Avenue, Tucson,
Arizona, 85701.
. VI. KNOWN  PLACE OF
BUSINESS The known place of
business of the corporation shall
be 4500 East Speedway Boulevard,
Suite 14, Tucson, Arizona, 85712.

Vil. BOARD OF DIRECTORS
:The business and affairs of the
corporation shall be managed by
the Board of Directors. The
number of persons which shall
constitute the whole Board of
Directors shall not be less than one
(1) nor more than ten (10). The
specific number of persons on the
Board of Directors shall be fixed,
from time to time, by the Board of
Directors, in accordance with
these Articles and the Bylaws of
the corporation.
uUntil the first annual meeting of
shareholders, and until their
‘successors shall have been elected
‘and qualified, the initial Board of
Directors shall consist of two (2)
«directors, and the following
persons shall be " the initial
directors of the corporation:
James A. Briscoe. 4500 E.
Speedway Suvite 14 Tucson,
Arizona 85712 Richard F. Hewlett
2602 Monte Verde Way Sparks,
Nevada 89431

VIIl. INCORPORATORS The
incorporators of the corporation
are: James A. Briscoe 4500 E.
Speedway Suite 14 Tucson,
/Arizona 85712 Richard F. Hewlett
2602 Monte Verde Way Sparks,
Nevada 89431 All powers, duties

.and responsibilities of the in-

‘corporators shall cease at the time
of delivery of these Articles of
Incorporation to the Arizona
Corporation Commission for
'filing.

IX. DISTRIBUTIONS FROM
CAPITAL SURPLUS The Board of
Directors of the corporation may,
from time to time, distribute on a
pro rata basis to its shareholders
out of the capital surplus of the
corporation a portion of its assets,

in cash or property.
X. INDEMNIFICATION OF
OFFICERS, DIRECTORS,

EMPLOYEES AND AGENTS The
corporation shall indemnify any
person who incurs expenses by
reason of the fact that he or she is
or was an officer, director, em-
ployee or agent of the corporation,
in accordance with the procedures
more specifically set forth in the
Bylaws of the corporation. This
indemnification shall be man-
datory under all circumstances in
which indemnification is per-
mitted by law. .

XI. REPURCHASE OF
SHARES The Board of Directors
of the Corporation may, from time
to time, cause the corporation to
purchase its own shargs to the
extent of the unreserved and
unrestricted earned and capital
surplus of the corporation.

IN WITNESS WHEREOF, the
undersigned incorporators have
hereunto set their hands this 28th
day of January, 1979. James A
Briscoe JAMES A. BRISCOE
Richard F. Hewlett RICHARD F.
HEWLETT 502374 ARIZONA
CORPORATION COMMISSION
Incorporating Division-T FILED
FEB 1 1979 At 11:30 AM. at
request of Patrick J. Farrell, Esq.
Address 509 Transamerica Bldg.
Tucson, Arizona 85701 By: Nikki
A. Chayet EVO J. DeCONCINI,
ASSISTANT EXECUTIVE
SECRETARY R-56998
Pub The Daily Reporter

1415 14,1079

- RECEIVEDFEB 2 1 1979

The DAILY REPORTER

AFFIDAVIT OF PUBLICATION

STATE OF ARIZONA)
: 88,
COUNTY OF PIMA )

Jack B. Jewett

being first duly sworn, deposes and says that (he) (she) is the

Assistant to the Publisher

of THE DAILY REPORTER, a daily newspaper printed and
published inthe City of Tucson, County of Pima, State of Arizona,

and of general circulation in said City, County, State and

elsewhere, and that the hereto attached Articles of Incorporation

of Sea Hydromet, Inc.

was printed and published correctly in the regular and entire

issue of said THE DAILY REPORTER for 3 issues; that

the first was made on the 14 day of February 19 '_73’

and the last publication thereof was made on the 16

February 19 79 . that said publication

day of

was made on each of the following dates, to-wit:

February 14, 15, 16, 1979

Dated at Tucson, Pima County, Arizona, this 16

day of February
Subscribed and sworn to b ore me this 16
day of February , 19 79
Notary Public

My Commission Expires:
My Commission Expires Nov. 14, 1982

Request of Corey & Kittle, P,.C,
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ATenneco Company ( P.O. Box 2511 .
_ \ Houston, Texas 7700
(713) 757-2731

Tenneco Oil Tenneco Buiiding oo - {enneco)
1

February 20, 1979

Eocene Research, Ltd.
Box 475
Tombstone, Arizona 85638

Gentlemen:

Re: License Agreement

,
’ : . ”37‘ 7

A ZL 308 Grppesd et st

. . - . ] ‘ -, 7

Eocene Research, Ltd. (Eocene), giéam&%eu—p&fﬁae{_.ip_o;gan‘~’
under the laws of Connecticut, has expressed its desire to enter upon cer-
tain abandoned millsite clzims (millsites) of Tenneco 0il Company (TENNECO)
located on its Boquillas Ranch in Cochise County, Arizona, and to take samples

.from the tailing dumps located thereon for assay purposes in order to deter-
mine whether or not such tailing dumps contain metals in sufficient quantities
to be prodcessed commercially, and to obtain an option to process these tail-
ings for precious metals in the event an assay of such samples indicates the
commercial feasibility of pProcessing such deposits.

Said millsites are located on the east side of the San Pedroc River
approximately two miles northerly of Charleston Crossing and/or were origi-
nally designated by the following names:

a. Sunset

b. Grand Central
¢. Boston

d. Gird

e. Corbin

L et e S —
.

Terneco is willing and does hereby grant to Eocene a Jjicense to
enter upon the above described millsites and to take samples from the taziling
dumps located thereon and an option to process these tailings to extract the
metallic minerals from such tailing depcsits subject to the following terms
and conditions: :

\

1. Eocene shall have the right of ingress to and egress from said
millsites by means of existing roads acrcoss Tenneco's Boquillas Ranch. Eocene
shall not have the right to the use of any of Tenneco's properties outside of
the millsites except for the use of said existing roads for the purpose of
access to ‘such millsites.

. or
2. The term of this license shall commence on the /* day of
/A;ZQ)/’ » 1979 and shall continue theresfter for 45 days.
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Eocene Research, Ltd.
February 20, 1979 -
Page 2

3. Eocene shall have the right to enter upon the said millsites or
any of them and to locate and determine the approximate tonnage of tailings
at each such millsite, and to take samples of such tailings and have them
assayed. In entering upon the premises, Eocene shall use the most direct ac-
cessible route to each location using the existing roads and keeping the use

of the surface and damages to such millsites to a minimum.

4. Eocene shall notify Tenneco's Tucson office by telephone prior
to each entry upon Tenneco's property, and Tennecc shall have the right to
have a person present to witness and collect samples during each such opera-
tion if it so desires. Also, Eocene shall advise the Bogquillas Ranch foreman
prior to each entry upon the Ranch. '

5. FEocene shall furnish Tenneco with detailed information concern-
ing its operations on the millsites, including the location of the respective
tailing dumps, approximate tonnage of each tailing dump, all assay results of
samples from each respective tailing dump, and the access route used to reach
each tailing dump. =

6. Eocene agrees to pay Tenneco for all damages caused by its opera-
tions to any portion of Tenneco's Boquillas Ranch, including but not limited

\/"

to the above described millsites during the term of this agreement; and Eocene

agrees to indemnify and hold Tenneco harmless from any damages or injury caused™

to any persons, including but not limited to any employees of Eocene, or any

‘property belonging to Tenneco or third parties.

7. Tenneco hereby grants to Eocene an option to be exercised during
the 45 day period of the license granted hereby to enter into a contract with
Tenneco to process the tailing deposits located on the millsites and to own

"the metals extracted therefrom subject to the terms and conditions of said

contract, which said contract is attached hereto as Exhibit A. The option
granted hereby may be only exercised by Eocene during the said 45 day period
by giving written notice to Tennz2co to the address cshown above on this letter-
head together with a cashier's check in the amount of $50,000.00 to be applied
as the first advance annual minimum royalty; such written notice of the exer-

4

cise of said option by Eocene and cashier's check must be actually received by

Tenneco during said 45 day period. Upon receipt of such written notice and

cashier's check by Tenneco, the terms and provisions of the contract attached
hereto a2s Exhibit A shall become applicable by the parties and said contract
shail be binding without further execution and the term of the contract shall

Commence on such date; provided, however, the parties agree that upon request £

of either partyboth parties will execute a formal contract on the form at-
tached as Exhibit A, dated the date of receipt of such notice and check by
Tenneco. Time is of the essence and failure by Eocene to exercise the option
granted hereby in strict conformance with the terms herein set out chall term-
inate all of Eocene's rights hereunder.

P
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In the event the foregoing satisfactorily and completely sets forth
the terms and conditions under which you are granted a license to enter upon
Tenneco's Boquillas Ranch and the option pursuant to which you have the right <:\
to enter into a contract to process tailing dumps located on the said millsites
and extract the metals contained therein, please signify your acceptance of
this contract by your execution in the space provided below. Unless this con-
‘tract is accepted and executed by you and returned to Tenneco within 30 days
from the date hereof, this agreement shall become null and void and no sub-
sequent execution shall be valid. - <ij

Yours very truly,

TENNECO OIL COMPANY

- By /4 777 /me% /fé/
/

ACCEPTED AND AGREED J0 this

- p777 day of //"’,f’/é. , 1979.

EOCENE RESEARCH, LTD. :

e e B
77

s




September 8, 1978

TO THE LIMITED PARTNERS OF EOCENE RESEARCH

I am sorry to advise that I have been unable to obtain unanimous consernt from

all the Limited Partners of Eocene Research to the Cosgriff proposal of July .
11, 1978 and it is not possible to raise additional financing on the present 4
partnership agreement. Since the partnership has insufficient funds to continue
operating, I am exercising my option under the partnership agreement and
liguidating the partnership.

I have formed a corporation in Nevada known as Eocene Research, Ltd., and the ,
jnitial ownership in this company for those limited partners. of the liguidated
partnership, who sign this letter accepting an interest in Eocene Research, Ltd.
and return their acceptance to Feter Cosgriff by September 25, 1978, will be

as follows: — B3R
< 9 LYP SARLES 21 &’? .

George M. Jewett, /€7~ Al S22 27— 20% 06D _shares (2.1J iz |5)

Hugh A. Ghiringhelli /777 $7e. 81| Jwere ag 1050 Shares) | kas riowne 15)

Gregory Grosbard Torne 739 SAARES ) 600 shares! (Lameuidf 155)

John G. Dean (to be acaquired over 8 months 3% L50 shares. (M.y.Jcwzir 193)

at 56.25 shares per month in return for his
services to Eocene Research, Ltd.)

Present Non-Subscribing Limited Partners 5% 750 shares
(pro-rated as per Cosgriff!s letter of '
July 11, 1978) O
Present Subscribing Limited Partners (In 25% 3750 shares

the form of convertible debentures for

the total sum of $435,000 at 1% earned
interest convertable at their option into
a 25% interest (3750 shares) on January i,
1981 or cash over a two year period from
that date at Eocene's choosing. These con-
vertible debentures will be allocated to
the present subscribing limited partners
using their relative percentage as shown
in Cospriff's letier of July 11, 1978.)

New Financing of $300,000 (will be achieved 36% 5,00 shares -
by the selling of 36% interest in Eocene \
Research, Ltd. at $55.56 per share or
$8,333.,33 for each additional 1% interest.

1%.4% to come from the above interest has

been set aside for immediate interim

financing, 2,160 shares, to be sold this ‘ ™
week.) (\-,.7

There are presently authorized 50,000 shares of Eocene Research, Itd., and I
will at present issue or reserve for conversion of debentures 15000 shares to
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TO THE LIMITED PARTNERS OF EOCENE RESEARCH

September 8, 1978 : -2-

represent 100% ownership in Eocene Research, Ltd. after the present financing
is completed. Those 1limited partners that do not sign this letter and return
it to peter Cosgrlff by September 25, 1978 will have no interest in the new
companye

Please advise your interest in participating in the new financing of Eocene
Research Itd., and to what extent you wish to participate. Whatever part is

not desired by the present limited partners has been spoken for by new investors.
I plan on completing the financing by September 30, 1978, so if you wish to
participate in the new financing you must reply to Peter Cosgriff or contact me

before September 25, 1978,
Sincerely
6jz£?%ﬁe wett, President

Eocene Research, Ltd.

i 48 _, & Limited Partner of Eocene Research, accept
the above proposal and the interest offered me in Eocene Research, Ltd.,
Nevada corporation.

Signed
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EXHIBIT A
ATTACHED TO AND MADE A PART OF
LICENSE AGREEMENT DATED THE 20TH DAY OF FEBRUARY 1979

PROCESSING LICENSE

day of

THIS ACREEMENT is entered into this
1979, byrand between TENNECO-OIL COMPANY (TENNECO), a Delaware corporation,
whose address is P. 0. Box 2511, Houston, Texas 77001, and EOCENE RESEARCH,
LTD. (EOCENE), a limited partnershib organized under the laws of Connecticut,

whose address is Box 475, Tombstone, Arizona 85638.
WITNESSETH:

WHEREAS, Eocene desires to enter into an arrangement with Tenneco

pursuant to which Eocene will have the right to enter upon certain abandoned

-
-

millsite flaims (millsités) located on the property belonging to Ténneco within
the boﬁndaries of its Boquillas Ranch in Cochise County, Arizona anq to remove
therefrom tailing dumps, or portions thereof, containing commercial quanitites
of metals and to process suéh deposits for the purpose of extracting metals
contained in such deposits; -and

WHEREAS, Tenneco ié willing to grant tquozene a license to enter
upon such millsites and to process the tailing dump deposits, subject to the
terms and conditions hereinafter set out; '

NOW, THEREFORE, for and in consideration of the mutual covenant; and
conditions hérein set o;t, the parties hereto agree as follows:

1. Tenneco does liereby grant to Eocene the right to enter upon and

the exclusive right to remove and process, during the term hereof, the tailing

‘dump deposits located on the following described abandoned millsites situated
: /

within the boundaries of Tenneco's Boquilias Ranch in Cochise County, Arizona,
being located -on-the.east side of the Saa Pedio Rivex appsoximately 2 miles

northerly of the Charleston Crossing, szid millsites being originally desig-

nated by the following nzmes:

a. Sunset

b. CGrand Central
c. Boston

d. CGird

e. Corbin
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2. The cash consideration to be paid fo Tenneco by Eocene is
$50,000.00 per year payable in advance. Payment of the first $50,000.00 pay-
ment has been received and is hereby acknowledged by Tenneco. Payment of the
"second $50,000.00 payment shall be due on or before one year f?om date hereof,
unless this agreement is then terminated.

3. The term of this contréct shall commence on the date hereof and
shall continue for two calendar'yearstheréafter (the first calenda¥ being the
twelve months following the date hereof; and the sgcond calendar year being the
twelve months following the first anniversary date hereof); provided Eocene
shall have the right to terminate this contract at the end of one year from its
commencement date by giving Tenneco sixty (60) days prior written notice of such

termination and be relieved of the obligations to make the second $50,000.00
payment required under Paragraph 1. hereof. Unless sooner terminatéd as heréin
provided, at the end of 24 months following the date hereof,'this contract shall
terminate and Eocene shall have no further right to remove deposits of tailing
_dumps from said millsites. -

4., All tailing'deposiég removed from said millsites will be promptly
processed in Eocene's mill located approximately seven (7) miles east of said
millsites between said millsites and Tuscon, Arizona; Title to saié tailings

shall remain in Tenneco's possession until they are processed. Any tailings

not processed within a reasonable time shall be returned to the millsite from
: =

which they‘were removed. All tailings will be'ﬁeighed on certified scales prior

to processing, and Tenneco shall have thé righ;'to have a representative p;es-
ent at such weighing should it so desire. Monthly reports shall be made by
Eocene to Tenneco reflecting the tonnage of material weighed, and types and
quantities of metal extracted.

5. Each year during the term hereof, Eocene agrees to pay Tenneco
monthly, as royalty hereunder, an amount equal to 2% of the market value of
the metals extracted from said tailing du@pé, until 5% of the market valué of
such metals extracted during such year equal $50,000.00 after which Eocene
agrees to pay to Tenneco monthly as royalty 7% of the market value of such
metals extracted during such year. Royaléies payable as a result of metals

extracted during zny month shall be valued 2s of the first day of the following

month based on published market velue as shown in the Engincering 2nd Mirning

b 4 s
~ Ol

1

-nal, In the cvent -no such values sre published dering any given month,

ek vzlue shall be deternined on the bases of the then mest recint pudlication
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of the Engineering,and\hiningiJournal wiileh does. xerMB such valves. Amounts

owing as royalty for metals extracted during any month shall be paid to Tenneco
at its Houston office, at the address shown abbvg, on or before the 15th day of
the following month.

6. In conducting is operations hereunder, Eocene agrees to comply

‘with all 1awsfand regulations, both Federal and State, including but not limited

»

to regulations promulgated under the Environmental Polution Act and.the Occupa-
tional Saféty.and Health Act. Also, in conducting its operations hereunder,
Eocene agrees to utilize only that portion of the surface of said millsites as
is reasonably necessary to conduct such operations and agrees to‘indemnify and
hold Tenneco harmless from all damages or injuries caused to persons or property
a; a result of Eocene's operations.

7. Tenneco hereby grants Eocene during the term of this égreementf%ﬁe

right to utilize existing roads across Tenneco's Boquillas Ranch for purposes

of ingress to and egress from said millsites. £Eocene agrees-to be responsible

for damages caused to such roads and to make any repair of any damages to such

r&ads as pay be caused by it, all at Eocene's sole cost and expense. Upon ter-
mination hereof, Eocene agrees to repair all surface damages and réstore the
surface of the millsites as pearly as practicable to its present coﬁéition and
shall plant the disturbed ground with native grass seed. Eocene agrees to

.

furnish Tenneco its bond in the amount of $10,000.00, guaranteed by a corporate

i

surety satisfactory to Tenneco, insuring the repair of 211 surface demages in

accordance herewith.

8. Eocene agrees to keep accurate books and records concerning all
operations ipvolving the processing of the tailing deposits hereunder and
extracting of metals therefrom and agrees that Tenneco's personnel shall have
access at 211 rezsonable ti;es'io such books and to inspect Eocene's process-
ing mill and laboratory for purposes of observing, auditing and verifying all
facets of Eocene's opérations pursuant he;eéo. Eocene agrees to maintain its

books a2nd records available for zudit by Tenneco for a period two years beyond

the expiration of the term hereof.

rh

9. So long zs Eocene is removing deposits of tailing dumps from the

rillsites pursuant hereto, Eccene agrees oot to process in its mill zaw materizl
] 2 3 .

zcouired from other socurces, and in the event other materizl Is processed in

s:7¢ miXl durlzg 3@ E€om herdpf, RIS P CTWET 8hEl1 Zrar Tl zerminale
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howeﬁer, Eocene shall

hereunder.
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not be relieved of any obligations theretofore accrued

10. In conducting operations hereunder, Eocene agrees to notify

Tenneco's Exploration Research office at 1001 E. Mossman Road #1, Tucson,

Arizona 85706, telephone (602) 889-8027, prior to.each entry on Tenneco's prop-

erty so that Tenneco may have a representative present during such operation if

it so desires. Also,
at Fairbanks, Arizona
11. Eocene,

insurance, (b) public

Eocene agrees to notify Tenneco's Boquillas Ranch foreman
prior to each entry upon said Ranch.
(a) workmen's compensation

at its expense, shall carry:

liability insurance with liability limits of such reason-

able amounts as may be required from time to time by Tenneco, but in no event

less than $200,000 for the injury to or death of one person and $500,00b for the

5 v
P 8 3 i J
injury to or death of more than one person in any one accident, and (c) property

damage insurance with

liability limits of not less than $50,000. All such

policies shall provide:

(i) Underwriters will have no right of recovery or subrogation

against Tenneco, its divisions, affiliates, or subsidiary companies,

it being the

intention of the parties that the insurance so effected

" shall protect both parties and be primarily-liable for any and all

losses covered by the above described insurance; and

(ii) Underwriters acknowledge the.existence of liability and

" property damage insurance carried by Tenneco, its affiliated and sub-

sidiary companies, and it is understood and agreed that the provi-

sions relating to other insurznce in this policy, if any, shall not

be applicable to said company or companies. It is further understood

that the insurance provided by this policy shall be primary insurance

for all azssureds, and such other compenies, shall not be czlled upon

by these insurers for contributing, deficiency, concurrent or double

insurance or

All.such

i€nneco,

i

insurznce shall be cerried with izsurznce

otherwise.

compentes sztisfactory to

zné chzil cover not only the 1lizdility of Eocene for bodily injury to

- —
er the indemnity screement of this license. Tocene shzll
- Y e 1 - - Py S N T Commm Bgumepiem o !
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thirty (30) days prior written notice of any tefmination, cancellation or

modification of the terms of such insurance.

12. Tenneco wzkes no representation or warranty of the quality,

quantity or suitability of use of the tailing deposits within the premises.

13. This license shall be binding upon and insure to the benefit
of the heirs, administrators, executors, successors and assigns of the respec-
tive parties. Eocene shall not, however; and it hereby agrees that it will not
sublicense the premises or any party'thereof, or assign, transfer, mortgage or
otherwise convey this license Ar any of its rights and interest hereunder with-

out prior written consent of Tenneco.

. 14. This agreement is not and shall not be considered as an agreement

for the sale of tangible personal property. If, however, the removal or sale

of the materials are alleged or determined to be subject to Sales or Use taxes,

Eocene agrees to pay such taxes when due, and Tenneco shall have no responsi-

bility or liability for any part thereof.

IN WITNESS WHEREOF, the parties have executed this license in duplicate

as of the date hereinabove written.
TENNECO OIL COMPANY

By

&
ar

EOCENE RESEARCH, LTD.

By
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FAMCO

1700 Broadway *  New York, New York10019 «  (212) 247-0420

February 26th, 1979

TOMBSTONE DEVELOPMENT CO.
c/o Mr. William Hight
1824 North Broadwell

— Grand Island, Nebraska 69901

Dear Mr. Hight:
At the request of Richard Hewlett I am writing you to describe my background.

My partner, Dwight Lee and myself have been in the investment business for over
ten years. During this time I have known and pursued mining interests with
Mr. Hewlett for ten years, and Mr. Briscoe for seven years.

For the last five years our firm, FAMCO, has had a seat on the New York Stock
Exchange, American Stock Exchange and The Chicago Board Option Exchange. We
specialize in the hedging of securities for institutions and money management
clients. If you need further information in regard to this firm I can suggest
that the New York Stock Exchange is best qualified to give an unbiased answer to
any questions you might want to ask.

We have also been involved in the venture capital business and have successfully
invested in this area for about seven years.

For personal,as well as business references, I suggest you contact Mr. Howard Poduska,
Vice Chairman of the Board, The Bank of New York.

If you need any furthere information please give me a call and if by chance you
are in New York I would look forward to meeting with you.

= Sincerely,

\“:. /4,“« A o

Thomas H. Schloss
Chairman of the Board

) THS/avc

- RECEIVEU timx 2 1479
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Worldwide Mobilization

a Southwestern
\ Exploration Associates, Inc.

February 26, 1979

Mr. Leo Smith

Verity, Smith & Kearmns, P.C.
Transamerica Bldg.

Tucson, AZ 85701

Dear Mr. Smith:

4500 E. Speedway, Suite 14
Tucson, Arizona 85712
(602) 795-6097

James A. Briscoe, President
Registered Professional
Geologist

At the request of Mr. Jim Briscoe, and in connection with your
conversation with him this morning, we are enclosing one (1) copy

of each of the following:

Preliminary Draft of Lease

L Agreement, Tombstone Development Company

Agreement between James A. Briscoe and
Thomas H. Schloss, Dwight Lee and FAMCO

It is my understanding that you will review these agreements and
give your recommendations to Mr. Briscoe as soon as possible.

Thank you.
Sincerely,

L/ rlstinéLM&(Dg/ 5HQL5““‘~

Mgr., Business Services

CMD: jmp
. encl.
P-418

2070
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W H. SCHLOSS, DWIGHT E. LEE AND FAMCO or other investors designated by

3 ~

' @, ®)

+  Agreement between JAMES BRISCOE hereinafter called JAB and THOMAS
SCHLOSS OR LEE (hereinafter called INVESTORS).

Investors desired to invest and JAB desires to sell present

interest and future interest on the following basis in the mineral

"rights described below in the following manner:

DOLLARS INVESTED % OWNERSHIP TIMING OF CASH TRANSFER

IN MINERAL AREA

$ 25,000 25% on signing
50,000 20% when required but not less
75,000 35% than 14 days from signing
100,000 40%
125,000 45%
150, 000 50% by May 31, 1979
175,000 55%
200,000 60%

MINERAL RIGHTS

Mineral rights shall include but not be limited to the rights
listed in the preliminary draft of lease agreement dated February 7,
1979, between TOMBSTONE DEVELOPMENT COMPANY (hereinafter referred to
as either Lessor or TDC) and KARIN LAKE EXPLORATION COMPANY
(hereinafter referred to either as Lessee or JAB). JAB intends to
develop the patent and unpatent claims described in the TDC agreement
and including the 200 acres of certain claims situated 1in the
immediate vicinity of the townsite of Tombstone. Those claims consist
of the Content, Cocopah, North Point, Contentment, Empire, Tranquil,
Silver Belt, Silver Red, Contention, New Year, Cincinnati, Head

Center, Yellow Jacket and Flora Morrison claims plus the Vigina Mine

' Tour claims. Also included above, but not specifically mentioned 1is

the heap located on the TDC property.
Although the lease speaks of surface rights it is understood to
mean for the agreement, surface rights as well as underground mining

if the economics warrant. We have the right to clarify or correct or
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berfect any inconsistencies that may be present in the current TDC
lease. What may be part of the same ore body or offset from the TDC
are the Tombstone Extension, Tombstone Mineral Reserve (TMR), and the
State of Maine area. The State of Maine area and other claims are
chiefly owned by the Escapules and concern only the T2001 underground
ore zones on a joint venture with the Escapules. The Seth Horn and
Robbers Roost area are potential porphyry copper targets. Although it
is not planned at this time to explore or mine the porphyry copper
area it is understood that at a later time when an agreement is
reached with owners of these areas, investors would participate in the

same manner through their ownership in the TDC agreement.

SIGNING

A. Upon signing of this agreement $25,000 will be paid to JAB to be
used to start the chemical process plant defined. These funds will
pay for the initiation of spray leaching. Any resulting cash flow
and or remaining part of the $25,000 will be used to lease a crusher
to process certain parts of the heap, to verify the process and
determine what the cost will be based on the type of ore to be
processed. After these results have been obtained and analyzed then a
decision will be made to continue or terminate the program.
Attachment 1 is the current estimate for the use of funds for the
first $25,000.

B. If continued, an additional $25,000 to $50,000 will be used to

sample the heap if appropriate, and to increase the daily capacity of

' the heap plus to start building the plant for the 1leaching

operation.Based upon these cost configurations a decision will be made

to continue or terminate.

. G The rest of the funds will be raised by Memorial Day, but

credited as raised and needed and used according to JAB directive to:
first, process the heap; second, to sample and drill the open pit
potential; and third, to secure the mineral rights of the areas

currently not under contract at this time.




o
g\ W)

DEPOSIT OF FUNDS, DISBURSEMENT AND BOOKKEEPING

Funds will be deposited to the THL (Tombstone Heap Leach) Trust
account #957-06641 1st National Bank of Arizona University Medical

Branch, Tucson, Arizona.

A1l disbursements will be by the purchase order system used
throughout S.E.A., Inc. organization.

During the expenditure of the first $25,000, Phase A items over
$100 will be approved by J. A. Briscoe.

During Phase B, the expenditure of the second 25 to 50 thousand
dollars, items over $250 will be approved by J. A. Briscoe.

J. A. Briscoe, singly; bookkeeper J. E. Talley and Business
Service Manager C. M. Dodson, jointly; will have capability to write
checks against this THL checking account.

The Day Timer record keeping system, in use throughout the
S.E.A., Inc. organization, will be used to keep time and expense

records for all employees of the Tombstone Leach Project.

Bills in support of the expenses for the operation will be

submitted to the partnership on a bimonthly basis.

Books will be kept on the operation, with these subject to

" examination by the partners during normal working hours.
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&) ATTACHMENT 1
_ Required capital investment for the slope leach is as follows:
\) o
A. Power hook-up $2400
B. - Electric 2000
C. Pump installation/electric 1000
O D. Water line installation 2040
E. Spray lines/manifolds 100
F. Directional rainbirds 80
G. Preg pond 100
H. Laboratory 100
I. Building 200
J. Plants 2200
K. Tanks 1000
ol L. Chemicals
o 1. Resin-SR-3 1004 650
2. Lime 1000#(.087) 87
3:  Salt
4, NaOCl 5-55 gal 247.50
5. Na25203 2004 73.80
6. NaCN 1000# 561.50
7. NayS LOoO# 99.20
8. Powd. Zinc 100# 66.20
e M. Insurance and bond 4500
\J>/ N. Management - 4000
0. Labor 2000
P. Misc. 1495
by 25,000
C)
~\
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£ - Agreement between JAMES BRISCOE hereinafter called JAB and THOMAS
& H. SCHLOSS, DWIGHT E. LEE AND FAMCO or other investors designated by
SCHLOSS OR LEE (hereinafter called INVESTORS).

Investors desired to invest and JAB desires to sell present
interest and future interest on the following basis in the mineral
rights described below in the following manner:

DOLLARS INVESTED % OWNERSHIP TIMING OF CASH TRANSFER
IN MINERAL AREA

=% 25,660 25% on signing

50,000 20% when required but not less
75,000 35% than 14 days from signing
100,000 40%

125,000 45%

150, 000 50% by May 31, 1979

175,000 55%

200,000 60%

““" MINERAL RIGHTS

Mineral rights shall include but not be limited to the rights
listed in the preliminary draft of lease agreement dated February 7,
1979, between TOMBSTONE DEVELOPMENT COMPANY (hereinafter referred to
as either Lessor or TDC) and KARIN LAKE EXPLORATION COMPANY
(hereinafter referred to either as Lessee or JAB). JAB intends to
l develop the patent and unpatent claims described in the TDC agreement
} {“) and including the 200 acres of certain claims situated in the
1 " immediate vicinity of the townsite of Tombstone. Those claims consist
[ of the Content, Cocopah, North Point, Contentment, Empire, Tranquil,

Silver Belt, Silver Red, Contention, New Year, Cincinnati, Head
Center, Yellow Jacket and Flora Morrison claims plus the Vigina Mine
v Tour claims. Also included above, but not specifically mentioned is

|

|

|

J the heap located on the TDC property.

‘ Although the lease speaks of surface rights it is understood to

mean for the agreement, surface rights as well as underground mining

““ if the economics warrant. We have the right to clarify or .eerreet:or

S — e
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pe?fect any inconsistencies that may be present in the current TDC
lease. What may be part of the same ore body or offset from the TDC
are the Tombstone Extension, Tombstone Mineral Reserve (TMR), and the
State of Maine area. The State of Maine area and other claims are
chiefly owned by the Escapules and concern only the T2001 underground
ore zones on a Jjoint venture with the Escapules. The Seth Horn and
Robbers Roost area are potential porphyry copper targets. Although it
is not planned at this time to explore or mine the porphyry copper
area it 1is wunderstood that at a later time when an agreement is
reached with owners of these areas, investors would participate in the

same manner through their ownership in the TDC agreement.
SIGNING

A. Upon signing of this agreement $25,000 will be paid to JAB to be
used to start the chemical process plant defined. These funds will
pay for the initiation of spray leaching. Any resulting cash flow
and or remaining part of the $25,000 will be used to lease a crusher
to process certain parts of the heap, to verify the process and
determine what the cost will be based on the type of ore to be
processed. After these results have been obtained and analyzed then a
decision will be made to continue or terminate the progranm.

Attachment 1 is the current estimate for the use of funds for the
first :$255000.

B If continued, an additional $25,000 to $50,000 will be used to
sample the heap if appropriate, and to increase the daily capacity of
the heap plus to start building the plant for the leaching
operation.Based upon these cost configurations a decision will be made
to continue or terminate.

C. The rest of the funds will be raised by Memorial Day, but
credited as raised and needed and used according to JAB directive to:
first, process the heap; second, to sample and drill the open pit
potential; and third, to secure the mineral rights of the areas
currently not under contract at this time.
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DEPOSIT OF FUNDS, DISBURSEMENT AND BOOKKEEPING

Funds will be deposited to the THL (Tombstone Heap Leach) Trust
account #957-06641 1st National Bank of Arizona University Medical

Branch, Tucson, Arizona.

All disbursements will be by the purchase order system used
throughout S.E.A., Inc. organization.

During the expenditure of the first $25,000, Phase A items over
$100 will be approved by J. A. Briscoe.

During Phase B, the expenditure of the second 25 to 50 thousand
dollars, items over $250 will be approved by J. A. Briscoe.

J. A. Briscoe, singly; bookkeeper J. E. Talley and Business

Service Manager C. M. Dodson, jointly; will have capability to write
checks against this THL checking account.

The Day Timer record keeping system, in wuse throughout the
S.E.A., Inc. organization, will be used to keep time and expense
records for all employees of the Tombstone Leach Project.

Bills in support of the expenses for the operation will be

submitted to the partnership on a bimonthly basis.

Books will be kept on the operation, with these subject to
examination by the partners during normal working hours.



] <:> ATTACHMENT 1

Required capital investment for the slope leach is as follows:

A. Power hook-up $2400
Byl i Electric 2000
C. Pump installation/electric 1000
O D. Water line installation 2040
E. Spray lines/manifolds 100
F. Directional rainbirds 80
G. Preg pond - 100
H. Laboratory 100
I. Building 200
J.+ Plants 2200
Ki: "Tanks 1000
e L. Chemicals
o 1. Resin-SR-3 1004 650
2. Lime 1000#(.087) 87
3581t
4. NaOCl 5-55 gal 247.50
B N328203 200# 73.80
6. NacCN 1000# 561.50
7. NayS 4OO# 99.20
8. Powld. Zine 100# 66.20
=3 M. Insurance and bond 4500
QM) N. Management 4000
@i -~ xLabor 2000
P. Misc. 1495
25,000
O "
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Agreement between JAMES BRISCOE hereinafter called JAB and THOMAS
H. SCHLOSS, DWIGHT E. LEE AND FAMCO or other investors designated by
SCHLOSS OR LEE (hereinafter called INVESTORS).

Investors desired to invest and JAB desires to sell present

interest and future interest on the following basis in the mineral
rights described below in the following manner:

DOLLARS INVESTED % OWNERSHIP TIMING OF CASH TRANSFER
IN MINERAL AREA

$ 25,000 25% on signing

50,000 30% when required but not less

75,000 35% than 14 days from signing
100,000 40%

125, 000 45%

150,000 50% by May 31, 1979

175,000 55%

200,000 60%

MINERAL RIGHTS

Mineral rights shall include but not be limited to the rights
listed in the preliminary draft of lease agreement dated February 7,
1979, between TOMBSTONE DEVELOPMENT COMPANY (hereinafter referred to
as either Lessor or TDC) and KARIN LAKE EXPLORATION COMPANY
(hereinafter referred to either as Lessee or JAB). JAB intends to
develop the patent and unpatent claims described in the TDC agreement
and including the 200 acres of certain claims situated in the
immediate vicinity of the townsite of Tombstone. Those claims consist
of the Content, Cocopah, North Point, Contentment, Empire, Tranquil,
Silver Belt, Silver Red, Contention, New Year, Cincinnati, Head
Center, Yellow Jacket and Flora Morrison claims plus the Vigina Mine
Tour claims. Also included above, but not specifically mentioned 1is
the heap located on the TDC property.

Although the lease speaks of surface rights it is understood to
mean for the agreement, surface rights as well as underground mining

if the economics warrant. We have the right to clarify or correct or

" — ot o o s et . A S et e
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perfect any inconsistencies that may be present in the current TDC
lease. What may be part of the same ore body or offset from the TDC
are the Tombstone Extension, Tombstone Mineral Reserve (TMR), and the
State of Maine area. The State of Maine area and other claims are
chiefly owned by the Escapules and concern only the T2001 underground
ore zones on a Jjoint venture with the Escapules. The Seth Horn and
Robbers Roost area are potential porphyry copper targets. Although it
is not planned at this time to explore or mine the porphyry copper
area it 1s wunderstood that at a later time when an agreement 1is
reached with owners of these areas, investors would participate in the

same manner through their ownership in the TDC agreement.

SIGNING

A. Upon signing of this agreement $25,000 will be paid to JAB to be
used to start the chemical process plant defined. These funds will
pay for the initiation of spray leaching. Any resulting cash flow
and or remaining part of the $25,000 will be used to lease a crusher
to process certain parts of the heap, to verify the process and
determine what the cost will be based on the type of ore to be
processed. After these results have been obtained and analyzed then a
decision will be made to continue or terminate the program.
Attachment 1 is the current estimate for the use of funds for the
First $25,000.

B If continued, an additional $25,000 to $50,000 will be used to
sample the heap if appropriate, and to increase the daily capacity of
the heap plus to start building the plant for the leaching
operation.Based upon these cost configurations a decision will be made

to continue or terminate.

& The rest of the funds will be raised by Memorial Day, but
credited as raised and needed and used according to JAB directive to:
first, process the heap; second, to sample and drill the open pit
potential; and third, to secure the mineral rights of the areas
currently not under contract at this time.
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DEPOSIT OF FUNDS, DISBURSEMENT AND BOOKKEEPING

Funds will be deposited to the THL (Tombstone Heap Leach) Trust
account #957-06641 1st National Bank of Arizona University Medical
Branch, Tucson, Arizona.

All disbursements will be by the purchase order system used
throughout S.E.A., Inc. organization.

During the expenditure of the first $25,000, Phase A items over
$100 will be approved by J. A. Briscoe.

During Phase B, the expenditure of the second 25 to 50 thousand
dollars, items over $250 will be approved by J. A. Briscoe.

J. A. Briscoe, singly; bookkeeper J. E. Talley and Business
Service Manager C. M. Dodson, jointly; will have capability to write
checks against this THL checking account.

The Day Timer record keeping system, in use throughout the
S.E.A., Inc. organization, will be used to keep time and expense
records for all employees of the Tombstone Leach Project.

Bills in support of the expenses for the operation will be
submitted to the partnership on a bimonthly basis.

Books will be kept on the operation, with these subject to
examination by the partners during normal working hours.
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ATTACHMENT 1

Power hook-up

Electric

Pump installation/electric
Water line installation
Spray lines/manifolds
Directional rainbirds

Preg pond

Laboratory

Building

Plants

Tanks

Chemicals

Resin-SR-3 100#

Lime
Salt
NaOCl
Na,S,0
NaCN

25508

1000#(.087)

5-55 gal
300#
10004#

O S S

NaZS LOO#
Powd. Zinc 1004#
Insurance and bond

o 3 O U1 &£ W NN =

Management
Labor

Misc.

$2400
2000
1000
2040
100
80
100
100
200
2200
1000

650
87

2u7.

73.

561

99.

66.
4500
4000
2000
1495
25,000

50
80

.50

20
20

B
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PRELIMINARY DRAFT
of
LEASE AGREEMENT

THIS AGREEMENT, dated this 7th day of February, 1979, by and between
TOMBSTONE DEVELOPMENT COMPANY, an Arizona Corporation, hereinafter referred
to as "Lessér", and Karin Lake Explorations Limited, hereinafter referred to
as "Lessee".

RECLTALS

Leassors are the owners of certain groups of patented and unpatented
lode mining claims, referfed to herein as "Leased Claims", all of which
are sitﬁated in Cochise County, Arizona, Mineral Survey numbers of which,
and the book and page of thé recording in the office of the Recorder of
Cochise Eounty, Arizona, afe more particularly described in Appendix nAn
attached hereto.

Lessee desires to obtain from Lessor a mining lease covering the
Leased Claims, described in Appendix "A", and Léssor desires to grant to
Lessee such mining lease, on the terms hereinafter set forth:

NOW, THEREFORE, in consideration of the mutual covenants and agreements
of the parties herein, and other valuable consideration, Lessor hereby
leasses to Leassee for the term and purposese hereinafter mentioned, all
that certain land referred to herein as the "Leased Claims".

i. PURPOSE: This lease is made for the sole purpose of examining,
searching and testing for opening and operaﬁing mines, of, and extracting,
producing, treating, selling and shipping any and all minerals contained
therein. Lessor alsoileéses to Lessee, the necessary rights of way,
easements and wétér rights, in connection Qith the 1eaéed claims, so as to

facilitate exploration and development thereof. The parties hereto agree

that . all. surface and water rights shall be retained by Lessor, but that the

retention of those surface and water rights shall not unreasonably interfere with

the exploration or mining and associated activities conducted by Lessee.
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2. TERM: The term of this lease shall be for the initial period of one(l)
year. from the date hereof, and as long thereafter as valuable mineral is produced
from said land in commercial quantities and so long as royalties are paid to
Lessors, provided, however, that all of the terms and conditions hereof are
fully met and that this lease has not been terminated pursuant to any clause
hereof.

3. ROYALTIES: Royalties are to be paid to Lessor on all minerals mined
from the leased claims, as a percentage of their market value after being

saleable

reduced to a marketable concentrate or other:: -%*:i _.; minerals, and payable
by a refinery of mutual choice on a basis of 5 % of the net smelter return.
The proceedes of the refinery can be taken in kind by the parties subject
to this agreement. Lessee agrees that it shall not unreasonaly stockpile

ore for any excessive period of time after active and substantial production

from the leased claims has commenced, and in no event, shall Lessee stockpile

' ore for more than six months after production has commenced.

The royalty payable out of production for ores or concentrates sold from
the leased claims are péyable in varying percentages with the different'
percentages relating to different average gross value per ton of ore or
concentrate produced and sold from the leased claims during each month.

The average gross value of ore produced and sold from the leased claims

over the period of each month shall be determined by dividing the net

smelter returns as defined by 3(A) recieved for such ore produced by the

number of tons mined and shipped during the month. The royalties are

_ payable as follows:

—
]

(a) Subject to the provisions of this paragraph, Lessor shall be paid
a limited royalty out of production, payable in varying percentages. Each
different percentage shall be derived from the average gross value per ton of

ore, or concentrate mined and shipped from the leased claims, listed as follows:
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. For any month in which the average.gross value per ton of ore computed

.~ is less than $15.00 per ton, the royalty will be five(5%) percent of the
net smelter returns from mineral produced from the leased claims;

For any month in which the average gross value per ton of ore compﬁted
- is from $15.00 to $20.00 per ton, the royaltyAwill be 6 percent of the net

smelter returns frém mineral produced from the leased claims;

For any month in which the average gross value per ton of ore figure

< is $20.00 per ton or more, but less than $25.00 per ton, the royalty Qill
be eight(8%) percent of the net smelter returns from mineral produced |
from the leased claims;

For any month in which the average gross value per ton of ore figure
is $25.00 per ton or more, but ‘'less than $40.00 per ton, the royalty will
be nine (9%) percent of the net smelter returns from ﬁineral produced

ﬂf y from the leased claims;
For any month in which the average gross value per ton of ore figure

is $40.00 per ton or more, but less than $80.00 per ton, the royalty will

be ten (10%) percent of the net smelter returns from mineral produced from
the leased claims;
For any month in which the average gross value per ton of ore figure
- 1is $80.00 per ton or more, but less than $100.00 per ton, the royalty
A will be twelve (12%) percent of the net smelter returns from mineral
\
| produced from the leased claims;
For any month in which the average gross value per ton of ore figure
.””Dis $100.00 per ton or more, but less than $150.00 per ton, the royalty will
be fifteen (15%) percent of the net smelter returns from mineral produced
;ﬂ\from the leased claims;
- For any month in which the average gross value per ton of ore figure

is more than $150.00 per ton, the royalty will be twenty (20%) percent

of the net smelter returns from mineral produced from the leased claims.
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Definition of Net Smelter Income: The term net smelter return is understood by

thevparties to mean the amount recieved from the smelter after deducting actual
freight for ore concentrate haulage from the mill to the smelter. For ores,
minerals or metals not sent to the smelter, the lessee may deduct the actual
cost of direct labor and materials for propessing, but such cost deducted will
not.exceed 10% of thé average gross value per ton of ore for that month. For
example: If the average gross value of ore mined during a one month period

is $50.00 per ton, the maximum deduction for direct processing cost will be
10% or $5.00 per ton. The royalty woﬁld be paid on $45.00 per ton.

The royalty percentage shall apply to all mineral and will be based on all
monies recieved or the markét value of all ore, metals, minerals, and non-
metallic minerals removed from the property.

(b) Notwithstanding the above sub-paragraph, there shall be a
minimum monthly royalty payable to Lessors of $7,500 starting May 1,
1979 and payable on the first day of each month thereof.

(¢) Notwithstanding said sub-paragraphs (é) and‘(b), there shall
be an advance minimum royalty payable to Lessor equal to a sum of money
of $6,000.00,.payab1e by Lessee, upon the execution of this agreement.

"(d) The amount by which the minimum monthly royalty, or the
advance minimum royalty, provided for in sub-paragraphs (b) and (c)
herein, paid for any calendar month during the term of this lease,
exceeds the royalty out of production for such month, may be recovered
by Lessee out of, and credited against, the royalty out of production
due for any succeeding month or months thereafter, during the term

of this agreement.
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.4' OPERATION OF MINE: Lessee agrees to work said land in the manner

';necessary to good and economic mining, so as to bring about maximum and
economic recovery from the property, with due regard to development and
-‘preservation of said premises as a workable mine. Lessee agrees to perform
i  continuous1y and diligently in good faith, in an active And substantial way,
| development in mining work upon the said leessed claims directed toward the
‘ ___ discovery and production of minerals or ore therefrom. The equipment and
ﬂmachinery brought onto the leased claims by Lessee is and shall remain the
| peréonal property of lessee, with the exception of any building constructed
by Lessee, and title thereto shall not vest in Lessor by operation of law.
Appendix "B" is an inventory of equipment, buildings, and other property
owned by Lessor, which the Lessee will take care of and may use for an

operation on the leased claims. The obligation of Lessee set forth in

(ijkhis paragraph shall be suspended only while Lessee's compliance is

| preventéd by the elements, accidents, strike, lockouts, riots, delays in
transportation, inability to secure materials in the open market, or
interference by govermental action, or by any other causes beyond the
reasonable control of Lessee, whether similar or dissimilar to the causes
specifically mentioned. Lessee agrees to furnish at its own cést, any

‘and 'all environmental impact studies required by any governmental authority

“;s a result of its undertaking the exploration, development and-mining

operation contemplated by this agreement. Lessee agrees to honor any and

,Aﬁll contractﬁal obligation undertaken by Lessor relating to the sale of

!¥Water or surface use of the herein leased claims, so long as those said
obligations do not interfere with the exploration, development, mining,

OF similaf activity on the leased claims by Lessee. Lessee hereby

\v;ecognizes that Lessor intends to develop up to 200 acres of the surface
of certain claims situated in the immediate vicinity of the townsite of
Tombstone. Those said claims consist of the Content, Cocopah, North Point,
Contentment, Empire, Tranquil, Silver Belt, Silver Thread, Contention,
New Year, Cincinnati, Head Center, Yellow Jacket and Flora Morrisson claims.
Lessor agrees that the said development of the surface on the hereinabove mecntioned
claims shall not interfere with activities of Lessee contemplated by this lease.
Notwithstanding with activities of Lessee, any development of the surface of

_/he above mentioned leased claims, Lessor further agrees that Lessee shall have

access on or across the above mentioned claims so as not to interfere with the

exploration, development, mining, or associated activities of Lessee contemplated

1, .- -5-
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However lessee will continue to have all rights for mineral exploration,
development and mining 40 feet or more below the surface.

5. REPORTING: Lessee agrees that it will provide Lessor with a report
on or before the 15th day of each month, pertaining to the previous month,
to the Lessor, in writing, indicating the following:

| (a) The number of tons of waste and ore mined.
(b) A summary of all assays taken on said ore and waste mined.
(c) The numbér of tons processed for which royaity is payable
pursuant to éhis lease through mills, smelting, or reduction plants
used to process said ores.
(d) The value Pf all minerals sold or otherwise disposed of
from ores subject to royalty payments pursuant to this leasef

The above referenced statement and reports are to be accompanied by a

) draft payable to the Lessor. If no royalty out of production is due for any

monthly period hereof, then a report containing all of the pertinent details
above required, shall be submitted to Lessor with a statement to the effect
that there is no royalty out of production due for the preceding month,

In addition to the above, weekly progress reports will be sent to
the Lessor, as well as all data generated relating to the leased claims.

6. ADDITIONAL REPORTS AND ACCESS: Lessee shall keep a full set of

accounts and records, and shall allow Lessor, or its agents and employees

to examine them from time to time. Lessee will allow lessor to enter upon

said premises, and into any workings, mills, or reduction works thereon,

" or wherever said ore may be worked or reduced, for the purpose of inspection

to ascertain whether the terms and conditions of this lease are being promptly

carried out and to take samples and to make tests and measurements, and to

" affix notices. Lessee shall provide to Lessor, its agents and employees, copies

of assay reports, drillhole logs, and any and all other data assembled which
could be used as an aid in determining the location, quanlity, and quality of
any and all deposits on said land. All inspections shall be made at reasonable

intervals, and shall be at the sole cost of, and risk of Lessor.
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7. TAXES: Lessor shall pay all ad valorem and similar property taxes
lawfully levied or assessed during the term of this agreement against the
property, or any improvements thereto, but upon the receipt of a statement
therefor from Lessor, Lessee shall reimburse Lessor for any such taxes paid
by Lessor. In addition to the foregoing, Lessee shall pay all other taxeé

imposed by reason of Lessee's operation and improvements upon the property.

~. Lessee shall pay any such taxes on installment basis upon receiving notice

from Lessor that such installment payment of the said taxes is due. Lessee
agrees to pay any such taxes before they become delinquent. Lessee shall not
be liable for the payment of any tax assessment imposed by any éity, county,
state, federal or other law or ordinance, on the income of Lessor hereunder,
or the interest reserved by Lessor thereunder or upon a transfer or passing

by death or gift, of any interest of Lessor or for.any similar tax. Lessee

/ further agrees to do all other things necessary and required by federal,

state and local laws and regulations to protect and defend and maintain
Lessor's title to the leased claims, so that title will be as good as at
the time of the execution of this agreement. A Pefformance Bond refered
to in paragraph 12 will also cover tax payments.

8. WARRANTY: Lessor represents and warrants that it is the owner of

_ the leased patented claims and the rights to unpateanted claims, free of

all claims, liems and encumbrances, and that Lessor has the exclusive poss-

ession of the leased claims, except for approximately two acres leased to

. the United States Department of Agriculture for surface and except to the

extent that the United States Government holds title to unpatented claims.

Also, Lessor may lease the "Vizina Mine Tour™ provided the Lessor assumes

» all responsibility and liability for the tour enterprise.




N ™
O Q@
9. BANKRUPCY: 1In case Lessee.shall be adjudged a bankrupt by either
voluntary or involuntary proceedings, Lessor may, at its option, terminate
thié lease by written notice. After termination by notice, Lessor may
re-enter the 1ea§ed claims and take exclusive possession. Upon -exercise
of the option to terminate, the estate and rights in the herein leased claims
of Lessee, and any person claiming through the Lessee, by act of the parties

or operation of law, shall immediately terminate.

10. IMPROVEMENTS: Lessee -may construct, reconstruct, demalish, remove,
maintain, and use such roads, ditches, ponds, buildings, fixtures, machinery,
pumps, PVC pipe, mine dumps, pad, heap, and headframes on, through and upon
said leased claims,.as may be necessary in cafrying on mining opérations
during the term of this lease. At the termination hereof, Lessee may

remove all personal property, machinery, tools, appliances, supplies,

/ pumps, pipe, and equipment on said leased claims by Lessee; except shaft

timbering and linings, any underground supports, rails, electric:, water, or
steam or airliine pipes, provided no default shall at such time exist with
respect to any payments or rentals, or in respect to any covenants, agree-
ments, or conditions to be kept and performed by Lessee; provided that all
machinery, tools, appliances and buildings, and all personal property
remaining on said premises sixty (60) days after the termination (by notice
or otherwise) of this lease, shall be held to have become the property of

Lessor and shall not be removed therefrom by Lessee. Lessee:agrees to

-, perform all environmental restorations on the claims required by any govern-

mental authority at its sole cost and expense.

Lessee will obtain approval from Lessor on the site and type of building

N

», constructed either for a plant and laboratory facility or a building for

another lessee to enable use of the present 71 Minerals plant.
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11. HOLD HARMLESS: Lessee agrees to release and to indemnify and hold

p=

harmless Lessor, and any corporation wholly or in part affiliated with,rowned
or controlled by Lessor, from and against all claims, causes of action,
liabilities, costs and expenses for losses, or damage to, all property
whatsoever and injuries to, or death of, all persons whomsoever, arising
out‘of, or in any way connected with, the use and occupation of the leased
premises or exercise of the rights hereunder. Lessee agrees to comply with
all such regulations promulgated by the responsible governmental agencies

in cérrying out thé activities contemplated by this lease, and to fence

all open shafts, pits, etc., which exist upon the claims according to the
requirements of the State Mine Inspector.

12, LIENS; Lessee agrees to pay in full, all persons who perform labor
or services on, furnish materials, joined or affixed to, or provide equipment
for, said leased claims, at Lessee's instance or request. Lessor shall not
permié or suffer liens of any kind or nature to be enforced against said
leased claims for such labor, services, materials, or equipment. Lessor

shall have the right to pay any amount required to release any such lien,

or liens, or to defend any action brought thereon, and to pay any judgement ent-

ered therein, and lessee shall be liable to Lessor for all costs, damages and
re asonable attorney's fees, and any amounts expended in defending any
proceedings or payment of any kind of said liens or any judgments obtained
therefor. Lessee should also provide a bond in the amount of $i50;000:00

on payment of labor and materials on the property with the cost of the bond
to be paid by the lessee.

13. ASSIGNMENT: This lease shall inure to the benefit of and be binding
upon the respective heirs, administrators, executors, successors and assigns
of the parties hereto. Upon such assignment all references herein to "Lessee"
or "Lessor" shall be deemed to refer to such succeeding heirs, administrators,

executors, successors and assigns of such alienating party.
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14. TERMINATION: After an exploration/development expenditure of $200,000,

) and an equlvalent of 12 months advanced minimum royalties($90,000) , W R¥ !:F}4'
Lessee shall have the right in its sole and exclusive discretion, to terminate

this lease upon giving thirty (30) days written notice of termination to Lessor.
—. Upon giving such notice of termination, Lessee shall be liable only for the
payment of the minim;m rbyalty or royalty out of production due for the thirty
day period next following the date the notice of termination was given. Lessor
_can terminate this lease if the advanced wminimum royalty is not sent by
certified mail on the first day of every month, étarting M;y 1, 1979, or
if the Lessee is in default in regard to any other of fhe provisions of
Paragraphs (3), (7) or (17) of this lease. Lessor shall give formal,
wriﬁten ana detailed notice of the existance of saﬁe to Lessee. . If Lessee
has not cured the said default within thiry (30) days after receipt of said
formal, written and detailed notice of default, Lessor can terminate the
ik;herein lease.
15. l§§§§§E§§; Lessee agrees to maintain and keep in force at all
times, a policy of liability insurance protecting Lessee and Lessor from
personal and property liability that may be incurred on said leased claims
in the amount of $2,000,000.00. Lessee further agrees to maintain and
keep in force at all times, workmens compensation insurance and to furnish
‘certiflcates of insurance and copies of the Insurance policies to the Lessor. ﬂ/\
)Lessor will be named as Additional Insured. W73
- 16. NOTICES: Any and all notices required hereunder, or permitted to
be éiven by either party to the other, shall be considered to have been
~delivered at the expiration of seventy-two (72) hours following deposit in
M:the United States Mail, with registered or certified postage prepaid
thereon, and addressed:
(a) If to Lessor: To: Tombstone Development Company
c/o William Hight

1824 North Broadwell
Grand Island, Nebrasks (68801)

(b) If to Lessee: To: Richard F. Hewlett
Tombstone, Arizona

James Briscoe

Southwest Exploration Associates
4500 E. Speedway

Suite # 14

Tucson, Arizona (85712)

Either of the parties may change the location to which required notices to it

~-shall be addressed, upon ten (10) days written notice to the other party.'

=1 0=
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17. ASSESSMENT WORK: Lessee agrees to perform all necessary assessment

work required by federal and state laws for the continuing validity of all
mining claims subject to this lease. Lessee further agrees to do all other
things necessary and required by federal, state, and local laws and
regulations to protecf, defend and maintain, Lessor's title to the above
referenced claims in effect on February 7, 1979, so that title will be

as good as at the time of the execution of this agreement. If conflicts

exist on the 18 unpatented claims, Lessee will do everything possible to

.validate the claims.

18. FIRST RIGHT OF REFUSAL: It is agreed to by and between the parties

hereto that Lessee shall be given the first right of refusal to buy the
interest of Lessor, should Lessor entertain to sell its interest herein,

or the leased claims. For the purpose of this paragraph, Lessee has the
first right of refusal to buy the 1e§sed claims at the same price as set
forth in any bona fide offer in wriging, acceptable to Lessor, given by any
individual or company. Lessor shall, at its own exclusive discretion,
determine what collateral, guarantes, or other evidences of Lessee's

ability to purchase the said interest of Lessor herein, for the leased claims,

are to be provided by Lessee.

19, MISCELLANEOUS: This agreement constitutes the entire understanding
of the parties hereto with respect to the subject matter hereof, and supersedes

all prior agreements of the parties hereto with respect to the subject matter

) hereof, and may not be waived, amended or modified in any manner except in

writing and signed by the party to be charged. ' Representations, warranties
;nd agreements of the parties hereto, hefein contained, regardless of any
disclosure made to, or any investigation made by or oﬁ\behalf of any party
not making such representations, warranties and agreements, shallnsﬁfvive
the execution and delivery of this agreement. This agreement, and such
representations, warranties and agreements, shall be binding upon, inure to

the benifit of, and be enforceable, by and égainst the heirs, successors,

or assign of each of the parties hereto.

~11=
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This Agreement may be recorded or registgred with the Clerk, Recorder or
similar officer of the county or counties of which these claims are located,
or in any appropriate office of the United States Governmen;,'or anywhere
else Lessee deems appfopriate:in order to protect its interests hereunder.
This agreement may be executed in any number of counterparts, which
together will constitute one and the same agreement.

IN WITNESS WHEREOF, the Parties hereto have executed this agreement

as of the date and year first above written.

Lessor:
TOMBSTONE DEVELOPMENT COMPANY

sy SLi73 MoFhT
.. By ‘*‘wlaﬂxv -7 ( égq///;{gf;

O “ysmj\

By
Lessee:
A a4
) R ~2¢4ﬂ
By

<1 7=




TOMBSTONE DEVELOPMENT. COMPANY CLAIMS

O

Appendix A

Claim Name

North Point
Cocopah
Silver Belt
Empire
Hawkeye
Little Wonder
Way Up
Goodenough
Gilded Age
Vigina

Poor X
Survey
Toughnut

SW Ext. Toughnut
Fortuna
Tranquillity
Protectors -
Contentment
Content
Cinncinatti

. Houghton

Defense
Surveyor
Westside
Sulphuret
Mayflower
Alta

San Rafael
Ninety Nine
Last Chance #2
Boss '
Herald
Tribute
Eastside

Blue Monday
Eastside No. 2
0l1ld Guard
Lucky Cuss

COD

Luck Sure
McCann

Owl's Last Hoot
Owl's Nest
Escondido
Wedge

Black Hawk
Oregon
Prompter
Contact

Designation
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TDC Claims
2/26/79

Claim Name

Florodoro
Antelope
Shoo Fly
Verde
Mexicana
Extacy
Shorty
Emerald So.
Emerald
Hidden Treasure
Revenue
Telephone .
Grand Dipper
Rattlesnake
Mammoth

Bunker Hill

Mine

"Little Comet

Big Comet
Miner's Dream
Sidney

So. Ext. Central
Southern Belle
Buffalo
Naumkeag
Moonlight
Grand Central
Illinois
Michigan
Flora Morrison
Head Center
Yellow Jacket
Contention
New Year
Cornell

S.E.A.
Page 2

Designation

F-12
c-5
C-5
c-9
F-18
F-11
F-29
F-9
F-8
F-15
F-27
F-32
F-14
F-26
F-19
F-3
c-4
C-4
O
F-31
F-30
F-37
F-34
P-21
F-20
F-13
F-37
F-37
F-41
D-21
D-21
D-20/F-20
F-22
F-35





