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Worldwide Mobilization 

Southwestern 
Exploration Associates, Inc. 

Mr. ' Leo N. Smith 
Verity, Smith, & Kearns 
Suite 902 
TransamericaBuilding 
Tucson, Arizona 85701 

Dear Mr. Smith, 

February 28, 1979 

James A. Briscoe, President 
Registered Professional 

Geologist 

Enclosed please find a copy of the lease between T.D.C. and 1971 
Minerals. Notice that it was signed by myself, R.F. Hewlett, as 
general partner for 71 Minerals. 

My general partner. functions have been terminated by 1971 Min­
erals after I left the group close to three years ago. Upon my 
letters of resignation, I recieved notice of my . termination in 
the various limited partnerships by Bruce Stevenson, et.al. 

With the ter~ination of the lease agreement by 71 Minerals with 
T.D.C., August 31, 1973, by letter from 71 Minerals, page 9, 
paragraph 14, ' 71 Minerals now has no properties, leases, etc., 
and the partnership could ' be closed or terminated. In any event, 
I have had no involvement with 71 Minerals for a number of years. 

Concerning the 71 Minerals-T.D.C. lease: 

A. No conveyance was ever made of the claims to 71 Minerals. 
The lease does not .call for such a conveyance and there 
was no record in · the Cochise County Court House at Bisbee 
of such a conveyance. 

B. There are ~o liens recorded in the Cochise County Court 
House against the T.D.C. claims. However, a tax lien was 
filed by the State of Arizona against 71 Minerals. 

C. Termination .of the 71 Minerals and T.D.C. was accomplished 
by: 

1. Written notice by 71 Minerals to T.D.C.; Frank Gallup, 
T.D.C., is sending the notice directly to Leo Smith, 
paragraph 14. 
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2. 71 Minerals is in default of paragraph 14 by: 

a. Not paying taxes, paragraph 7. 

b. Not paying royalty, paragraph 3. 

3. 71 Minerals have left the property in Sept. 1978. 

71 Minerals terminated their lease because they were not making 
any further profit by leaching a heap of uncrushed ore, 100 feet 
high. They processed the heap for over 60 months, they paid 
T.D.C. over $300,000 in royalties at $S,OOO per month. Without 
a new capital inv.estment and metallurgical technology, which, 
they do not possess, further . leach~ng was not. possible. Simply 
stated, by crushing, adding oxygen, and substances to induce 
percolation· and hence increase recovery, a good profit can be 
made by re-processing the heap, heaped dump ore. 

Concerning the present lease with T.D.C., this is the very best 
that I could do and any . changes would not beacc~ptable to T.D.C. 
Reasons for this attitude are: 

1. They are independently wealthy, and plu~ 65 with an average 
of 75. 

2. They have owned ~he property over 20 years. 

3. They have only leased their claims to me - once when I 
was with 71 Minerals and now. 

4. After Bruce Stevenson, also a 71 Mineral gener~l partner, 
took over the management of the Tombstone Heap Leaching 
Project, five years ago and I was not involved, Bill Hight 
and other T.D.C. shareholders had monthly fights with 
Bruce to pay the royalty and 71 Minerals left the taxes 
unpaid, as well as havirig numerous outstanding claims. 

Therefore, T.D:C. does not want: 

1. Problems with payment of the minimum royalty. 

2. Problems with uripaid taxes, liens, and encumberances, 
after the lease is terminated by the lessee. 

3. An investment group to conduct exploration for a short 
period of time and leave, also a ·group not knowledgeable 
in heap leaching. 

In summary, they want me to prove my metallurgical system of 
re-processing the heap, 1,000,000 tons, and to confirm the 
existance of extensive open-pit ore that we will process.' At 
such time, T.D.C. would welcome an offer by us to buy their 
claims. In ot~er words, we would prove to ourselves the value 
of the claims. 



· . 

2/28 79 

Contact me concerning any questions. 

Sincerely yours, 

edv-~-f:( r: 1~0-0r;t;t-· 
Richard F. Hewlett 

RFH/slr 
P-4l8 
enc. 
2082 

/ 
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LEASE AGREEMENT 

,_. : ;1- '-::::t3-
THIS AGREEMENT, dated this ' ': ' . day of (ZV~i ( .. cf1-. ·t......) , 1973, 

by and between TOMBSTONE DEVELOPMENT COMPANY, an Artona corporat~on, 
hereinafter referred to as "Lessor", and 1971 MINERALS LIMITED, a New 

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

RECITALS 

Lessors are the owners of a certain group of patented and unpat-

ented lode mining claims, referred to herein as "Leased Claims", all of 

which are situated in Cochise County, Arizona, Minera 1 Survey numbers -of 

which, and the book and page of the recording in the office of the Recorder 

of Cochise County, Arizona, are more part icularly 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 snd agree-

mant s 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 IlLeased 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 

there in. Lessor also leases to Lessee, the necessary rights of way, ease-

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

f ac ilitate exploration and development thereof. The parties hereto agree 

that cert~'~n surfa~e~;;~;~ Sh~~~ ·· ~~ ·<~~lat.~~~y Lessor , but that the re-
1\ . .' , . , . / ,7 ./ ,.1-

l. ~ _,<.-r_~ J./ . . ,. ' '-',<'- (LY1'l 
tent ion of those s urfacc,.rights sha 11 not unreasonab ly interfere with the 

exploration or mining and associated <ictivities conducted by Lessee. 

,----.c. -:-:===~=:· . ....". Xbe tanH g,f thi s lease shalL he f.OL. the init"La 1 ~riod 

of t en (10) ye~I s from the da te hereof, and as long thereafter as valuable 

; I'. 

I 

I 
I 
" I 

:/ 
I 
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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 • ROYALl'IES: , Royalties are to be paid to Lessor on all mt.nerals 

mined from the leased claims, as a percentage of their market value after 

being reduced to a marketable concentrate or other saleable mineral, and 
, " 
. j ., ' J 

payable on-the-l5th-day of- t-he-;-mont-h-f~·Uow..ing the date of sale of - such 
- . 

mirle:r-a:ts=-produced.' ·Safd- roya-lty-payments-<l re-t;-o- be 1lJS de -pursuant- to- the---.. 

specifi.es-,that-the- roya-Tty paymanf1rprovide<Lfor-.hereunder aha 11 be- sent by - -

u. ~i1-to-T-Omb8t-one-Deve·loprnent---Company-.-cio -Mr-;--WHliam-Hight-, -1824-

North Broadwell ,-Grand- Island ;- "Nebra sk.B~ -68801-,-on or- bef-()r-e-the -due -date -

provided-for-here~n. Lessee agrees that it shall not unreasonably stock-

pile ore for any excessive period of time after active and substantial 

~roduction from the leased claims has commenced, and in no event, shall 
,,;/](" '7.3// / fl ~ rf 

Lessee stockpile ore for more than six months after ~.~ ,zstaJ production 
- , l i' el./ 112~rl 

has cOIlllllenced. (FO$ ':the:-puriose-s'(jf-th-iS paragraph-,~-.per-i-od-e~ 

t !Bf-- prod-oot-ton.....sha.l.1- co~nce, . shs-l r b~~"'the -'1nOnth in wh ieh,,~he.-o..I.oya 14'-_ e-~t 

of production exceeds the minimum royalty, both provided 

The royalty payable out of prodt~tion for ores or 

for hereunde~ -' .' " ~ ____ ':..~J ), . J.'IL 12(--& 
concentrates sold 

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

ent percentages relating to different average groBs value per ton of ore 

or concentrate produced and so ld from the leased claims during each month. 

The average gross value of ore produced and sold from the leased cla~s 

over the per iod of each month aha 11 be determined by dividing the net 
(J (A1- / ~ : ' 1./1 tf4.- .i..4,-,",,'·-l ;'t., 1 (A) 
~\~krnelter returns receive d for' such ore produced by the number of tons mined 

,-\ 

and sh ipped during the month. The royalties are payable a s follows: 

(a) Subj ec t to the provisions of this paragraph, Lessor ahall 

be paid a limited royalty out of production, payable in varying percentage-so 

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

- 2 -



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

8S follows: 

For any month in vhich the average gross value per ton of are 

figure is less than $20.00 per ton, the royalty will be seven (7l) per-

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

I _ 

For any month in which the average gross value per ton of are 

figure is $20.00 per ton or more, but less than $25.00 per ton, the 

royalty will be eight (87.) percent of the net sme lter returns from mineral 

produced from the leased claims; 

For any month in which the average gross value per ton of are 

figure i8 $25.00 per ton or more, but less than $40.00 per ton, the roy­

alty will be nine (9%) percent of the oct smelter returns from mineral pro-

duced from the leased claims; 

For Bny month in vhich the average gross value per ton of are 

figure is $40.00 per ton or more, but less than $80.00 per ton, the roy-
.' . 

alty viII be ten (10i.) percent of the net smelter returns from mineral 

produced from the leased claims 

For any n~nth in which the average gross value per ton of are 

figure is $80.00 per ton or more, but less than $100.00 per ton, the roy-

alty will be twelve (12%) percent of the net smelter returns from mineral 

produced from the leased claims; 

For any month in wh ich the average gross value per ton of are 

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 l eased cla ims; 

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 (204) per-

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

- 3 -
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'::- (/ ~p~ 
Definition of Net Smelter The term net smelter return ia 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 

-IrJY·not sent to the smelter J ehe lee see may deduct the actual cost of d~~T.'ect labor and 

{1\J 
IV materials for processing, but such cost deducted will not exceed 10% of the average 

gross value per ton of are for that month. For example: If the average gross value 

of are mined during a one month period is $50.00 per ton, the maximum deduction 

direct processing cost will be 10% or $5.00 per ton. 

for ' :~~ 

The royalty would be paid on (l1:/rr· 
$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 are, metals, miner~l~, geothermal steam, waters 

or othe r materials removed from the property. , 'I c,~73jr /p rr 
(b) Notwithstanding the above sub-pa~agraph, there shal~ be a 

min imum month ly roya 1ty payab Ie to Lessors as ':'follows: 

(i) For the month of September, 1973, and for each of 

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

cember, a 11 of 1973, and 'January and February, 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; 

(ii) 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 month ly royalty of $5,000.00 or (2) the roya l-

--ty out of prod·uct i.on for each such month. 

(c) Notwithstanding sa id sub- paragraphs (a) and (b), there sha 11 

be an advance minimum roya lty payab Ie to Lessor equa 1 to a sum of money of 

$10,000.00, payable by lessee, upon the execution of this agree ment. 

(d) n,.e amount by whic h the mini mum month ly roya Ity, or tire ad-

vance minimum royalt y, provided for in sub-paragraphs (b) and (c) herein, 

pa id for a ny ca lendar month during the t e rm of this lease, exceeds the 

roya Ity out of product ion for such month , may be recovered by Lesse e out 

of , and credited aga ins t, the roya Ity out of product ion due for any suc-

ceeding month or months thereafter, during the term of this agree me nt. 

4. O~~TION OF MINE : Lessee agree s to work sai d la nd in the ma n-

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

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

- 4 -



and preservation of said premises a8 a workable mine. Lessee agrees to 

perform continuously and diligently in good faith, in an active and sub-

stantial way, development in mining 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 1.8 

and shall remain the personal property of Lessee, and title thereto shal l 

not vest in Lessor by operation of law. The obligations of Lessee set forth I 

in this paragraph shall be suspended only while Lessee 's compliance is ~A~~-L)~ ~. 
, / !', " .I,VJ .' 

1~-
/1/, ';\rbdctt by the elements , accidents, strikes , lockouts, riots, delays in 

~ transportation, inability to secure materials in the open market , or in­

terference by governmental action, or by any other causes beyond the reason-

~, 
f 

able control of Lessee, whether similar or dissimilar to the causes speci-

fically ment ioned. Lessee agrees to furnish at its own cost, any and all 

environmental impact studies required by any governmenta l authority as a 

result of its undertaking the exploration, development and mining opera- ~~ 

tion contemplated by this agreement . Lessee agrees to honor any and all Ji!.· /i9 I 
,d--...,U, ~p -« '-.:(..& ........ i.J ·Cl, L ' 

contractual obligations undertaken by Lessor relating to theAsurfa~e use of 

the herein l eased claims, so long as those said obliga tions do not inter-

fere with the exploration, developme ntal, mining; or similar activity on 

the leased 51aims by Lessee . Lessee hereby recognizes that Lessor in-

~ 
,y !- J' ....LJ ' t-· ' ,' -, ~ "'-{ ./G . . ",l. -"' , <.. I C: '. (L\ U : -L ,,' U' p" 

ends to develoPAthe surface of cer~ain claims situated in the i mmediate 

vicinity of the to"oo1nsite of Tombstone . Those said claims consist of the 

Content, Cocopah, North Point, Content ment, Empire, Tranquil, Silvdr Belt, 

Silver Thread, Contention , Hew Year, Cincinnat i, Corne ll, Head Center, 

Yellow Jacket and Flora Morrisson Cla i ms. Lessor agrees that the said 

development of the surf~ce on the hereinabove me ntioned claims shall not 

interfere with lictivities of Lessee contemplated by this l ease. Hotwith-

standing any developrr~nt of the surfa ce of the above mentione d leased 

claims, Lessor further agrees that Lessee shall have acceS8 on or across 

the.. ahou.e..-Ja2ll.t.i.on.e.d c_laims so a s 'not to interfere with the exp lorat ion, 

developmental , mining , or "a'ssoc'{'ated activities of tessee conternp-lat-ed ,,, 

by this l ease ; on those above named clai rnB ,-.9~~ 

j ect to this lease. If the Lessee, in it s sole discretion, determines 

- :> -
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{~ yr.) for exploration and development of any 
Howvver after a period of 12 months ., 

~ ~ 1 on contiguous or adjacent 
mining plans, the lessee shall permit the ~essor to eve op 

of as much as 100 / acres , on the surface of the above listed 
to the city of Tombstone -~ 

claims. However lessee will continuci to have all '~ights for mineral exploration, 

an' d mining 40 feet or more below the surface· .... 
development 

5. REPORTII~: Lessee agrees that it will provide Lessor with a 

report on or before the 15th day of each month, pertaining to the previous 

mo~th, to the Lessor, in writing, 1nM.eating the follOWing: 

(a) lhe nllmer of tons .of o]:'.e. mined. 

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

(c) The number of tons proces~ed for which royalty is payable 

pursuant to this lease through mills or redllction plants used to process 

sa id ores. 

(d) lhe va 1ue of all miner a Is sold or otherwise disposed of 

from ores subject to roys lty payments pursuant to this lease. 

The above referenc ed statement and reports are to be accompanied 

-' by a draft payable to eactrof --the ea td Lessors -in-the-proper-prorat.a~moUllt 
, I 

of the royalty- due-t€ssorg- as - aforesa id. If no royalty out of production 

is due for Bny monthly period hereof, then a report containi~g all of the 

pertinent details above required, ~hal1 bE> submitted to Lessor with a 

statement to the effect that there 1.6 no roya lty out of product ion due for 

the preceding month. 

6. ADDITIONAL REPORTS AND ACCESS: Lessee sha 11 keep a full set of 

accounts and records, and shal l al1m] Lessor, or its agents and employees 

to e.xamine them from tirac to time. Lessee "'ill allow Lessor to enter. upon 

said premises, and into any workinG S, mil ls, or reduction works thereon, 

or wherever said ora ru.."1 y be ""orked or reouCr? d, for the purpose of ins pec-

tion to ascertain ~hether the terms ~nd conditions of thi s lease are being 

prO::ip t ly carried out and to take sa r[!ples and to ID9ke tests and measuremant s, 

available to Lessor, its agents and employees, copies of aSSd y report s, 

dr111hole logs, al1d~ny and all other data assembled as an aid in deter­

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

- 6 -
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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, a~d risk of Lessor. 

7. TAXES: Lessor shall pay all ad valorem and similar property 

taxes l~lfully levied or assessed during the term of this agreement against 

the property, or any i mprovements thereto, but upon the receipt of a state-

ment therefor from Les sor, Lessee shall reiniliurse Lessor for any s uch taxes 

paid by Lessor. In addition to the foregoing, Lessee shall pay all other 

taxes imposed by reason of Lessee 's operationi~~t-:&:r,~::~nt~ ,\ ,~p~~;,:~~e/ir-- td' 
property. Lessee shall pay any s uch,taxes ~na p.~ ~~~ ,basjs upon re-

I 'I ,-,-,rtL-k: tm ... ' ~~ L f I .. ( ., ~ j / (Z F JJ-
c eiv ing notice from Lessor that such .pr~4ata 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 i mposed 

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 a ny int eres t of Less or 

or for any s i milar tax. Lesse e further agrees to do a ll other things ne-

ces sary and required by federal, state and local laws and regulations to 

protect and defend Bnd maintain Lessor 's title to the l eased claims , 8 0 

that title will be a s good as at the time of the execution of this agree-

ment. 

8. WARRANTY : rLesso~represents and warr~nt s t~at it is the owner 
- j 

of the lellsed c laims , free of all cl aims , lie ns and encumbrances , and that 

Lessor has the exclusive possess ion of t he leased claims . except for appro-

ximate ly two ac res l eased to the United States Depart ment of Agricult ure 

for surface and except to the extent that the United States Government 

holds title t o unpatented claims. L 

9. BANKRUPTCY: In case lessee sha 11 be adj udged a bankrupt by 

eithe r vo 1 unta ry or invol unt a ry proceedings , Lessor may, a t it 5 upt ion, 

terminate this lease by wri tten notice. After terminat i on by notice, 

Lessor tn!iy re-enter the lensed cl.:lims <lnd take exclusive possession . 

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

herein leased c Ia illls of Lessee , and any person cIa i ming through the Lessee , 

- 7 -



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

10. IMPROVE~~TS: Lessee may construct, reconstruct, demolish, 

remove, maintain, and use such roads, ditches, building., 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 tbe terminat ion hereof, Lessee may remove a l~ persona 1 property, 
I . c, __ .V J '-

machinery , tools, appliances, and.1t!--ldl-ng-s~~ns-ttr-uc'-t~dU UP~>n 8'"a~:; lea~ed ::. 
0r,H ·1 ~_·-.~k:J .J2/A:. £/!i; ~iI~yi: t .L-, ) \.}J.'>.;i~. r:t. . .t.i,t.i.-.-..1-. i( lL.u''-j't~ ...... _.~ ... . .-I ... .ou...,4lu.!~ ¥ h~~ ~ 
~ claims by Lesseei1provided no default shall at such time 'i:!xist with ~r~- J.. , (. -2--<:..Cu...-·· 

.<-!-r-~'::'~ ~=-
spect to any payments or rentals , or in respect to any covenants, agree-

.4u..~'.?Vf 
(t.L#t....t,.· ... :.,..J ·l.Joo. 

mente, 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 thl! termination (by no-

tice or otherwise) of this lease, sha ll be held to have become the pro-

perty of Lessor and shall not be removed therefrom by I£ssee. Lessee 

agrees to perform all environmental restoration activities on the claims 

required by any governmental authority at its sole coat and expense. 

11. HOlD HARMlESS: Lessee agrees to re lease 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 ar,d 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. J-.:; ::- • .}~ <tgrees to 

comply with a 11 such regulat ions promulgated by the res pons ib Ie government-

al agencies in carrying out the activities contemplated by this lease, and _ 
, . 

- .~ --:-----. 
to fence all open shafts whi.ch are in existence upon the claims. ·· 

~. -

12. LIENS: LeBSe~agree8 to pay in full, all persons ",ho perform 

labor or services on , furnish waterials, joilled or affixed to, or provide 

equipment for, said leased claims, a t Lessee's instance or reCjuest . 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 
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shall have the right to pay any amount required to release any such lien, 

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

ment entered therein, and 1~8see shall be liable to Lessor for all cOlt., 

damages and reasonable attorney's fees, and any amounts expended in de-

J-k-L~­
binding upon the respective heirs, administrators, executors, successor. 

and assigns of the parties hereto, Upon such assignment all reference. 

herein to "Lessee " or "Lessor" sha 11 be deemed to refer to such succeed-

ing heirs, administrators, executors, successors and 8ssigns of such 

alienating party. 

14. TERMINATION : Lessee vshal l have the right in its 80le and ex-

elusive discretion, to terminate this lease upon giving thirty (30) day. 

written notice of termination to Lessor . Upon giving such notice of ter-

min4tion, Lessee sha ll be liable only for the payment of the minimum roy-

altyor royalty out of production due for the thirty day period next 

following the date the not ice of terminat ion was given. ~Sh~u.fd Leasee 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 Lessee . If Lessee has not cured the said de-

fault within thirty (30) days after the receipt of 8aid formal, ",ritten 

and detailed not ice of default, J.p-s!;cr can terminate the herei n lea se . 

15. INSURANCE: Lessee agrees to mJ int8in and keep in force at 

all times, a policy of liabtlity insurance protecting Lessee and Lessor 

from personal and property liab ility that m. y be incurred on sa id l eased 

Lessee f ur thet" agrees to 1M tntain ,1-

'· ·-;<:~~ LJ 
I' , .:tnd keep in .force at <1 11 tilI1CS. loIurkrnens compensat i?n Insura~.'.i- U f ',' · ~-- , 

k jf 'J ~_. ;~."" .P ~/. ~·ll .. i.' . " ... ':'1-·~ . · L .' ( " " '/" _.I .. , ... . '" . .. .:..~ • ./ .. (' .r:· ,' <t4- / i " L/L . ..J. " ... . .... ~ ... ~ . ....... - -t.... 

'q.y~ · >o F 16 . NOTICRS: 'Any and' B II noticn. r equired hereunde;~ or permitted ~ 

to be given by either party to the other, aha ll be considered to h3ve been 

claims in the <llOOunt of $2,000,000.00. 

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

on, and addressed: 

(a) If to Lessor: To: Tombstone Development Company 
c/o William Hight 
1824 North Broadwell 
Grand Is land, Nebraska 68801 

Hith copy to: Robert B. Hicks 
501 Fremont Uine 

(b) If to Lessee: To: 

South Pasadena, Calif. 91030 

1971 Hinera Is Limited 
4741 East Sunrise Drive 
Tucson, Ariz. 85718 

\Olith copy to: Robert A. Hewlett, Esq. 
Gentry, McNulty & Borowiec 
P. O. Box 87 
Bisbee, Ari~. 85603 

Either of the part ies may change the locat ion to which required not ices 

to it shal l be addressed, upon ten (10) days' written notice to the other 

party. 

17. ASSESSMEh7 WORK: Lessee agrees to perform all necessary assess-

ment work required by federal and state laws for the continuing validity of 

all mining claims subject to this lellse. 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 

execut ion of thJs agreement. 

"18. 'FiRST .RIGHT OF ~EFUSAL: It is agree'd t:'o by and between the 

parties hereto that lessee shall be given the first right of refu sal to 

buy the interest of Les:wr, should Lessor enterta in offers to se 11 its 

interest herein , or the leBsed claims. For the purpose of this paragraph , 

Lessee has the first right of refusa 1 to b uy the leased c 18 ims at the same 

price as se t forth in any bona fide offer in wr iting, acceptable to Lessor , 

given by any indivIdual or cOlUpany . L~SS0r shall, at its orwn exclusive 

di:ocretion. detenl1 ine ~h.1t collateral, gu.arantH~;:;J or ocher eviuences 

ot Lessee 's abilrtyt"o -pll'cha'Be the sdid h,t eres t o~ssurhe-Tein:; fln: 

"-t:he leased claims , are to be provided by Lessee. 



. . 

19. MISCELIANEOUS: This agreement constitutes the entire under-

standing of the parties hereto with respect to the subject matter hereof, 

Bnd supersedes all prior agreements of the parties hereto with respect to 

the subject n~tter hereof, Bnd may not be waived, amended or modified in 

Bny !Mnner except in writ ing and signed by the party to be charged. Rep-

resentations, warranties and agreements of the parties hereto, herein con-

ta ined, regard less of Bny disc 105 ure made to, or any invest igat ion made by 

or on behalf of any party not making such representations, warranties and 

agreements, shall survive the execution and delivery of this agreen~nt. 

This agreement, and such representations, warranties and agreements, shall 

be binding upon, inure to the benefit of, and be enforceable, by Bnd 

against the heirs, successors, or assigns of each of the parties hereto. 

'l1118 Agreement rnay 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 tn order to protect its interests hereunder. 

This agreement may be executed in any nUIi'.ber of counterparts, which toge-

ther will const Uute one and the same agr.eement. 

IN WITNESS WHEREOF, the part ies hereto have exec uted this agreement 

as of the date and year first above written. 

l.essor: 

TOMBSTONE DRVF. LOt-'WmT COMPA 1'4"Y 

I I I ; ' 
Ry __ ( ____ ~ ____ /_/ __ ~1 __ .~\_~·~{'_· ___ ~~- __ I_( __ __ 

Lessee: 

1971 "1INER \IS LIMITED 

;' .. ' . , I 
! r- ; ' 
. ./ . 

- -.: { .. 

l .. " ( .I by i , " ;" \ ---.-- . 
F tchard F. n~, Ip-tt, 
Gcnerai. Partner 
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• base &. precious metals. uranium 

• coal • geothermal. environment 

mote sensing. color aerial photography 

• mterpretation-image processing 

Worldwide Mobilization 

Southwestern 
Exploration Associates, Inc. 

Mr. Thomas H. Schloss 
FAMCO 
1700 Broadway 
New York, 
New York(10019) 

Dear Tom: 

February 28, 1979 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 

d-~ \ ~ 
James A. Briscoe, President 

Registered Professional 
Geologist 

Enclosed please find a letter to Leo Smith relating to the 
71 Minerals-TDC lease. Also enclosed is a copy of the 
71 Minerals-TDC lease. 

Mr. Leo Miller was furnished the above and a lease-land status 
repo~t on the TDC claims at Tombstone. I spoke by phone with 
him at noon and explained what was being delivered to him 
and reviewed the 71 Minerals termination letter. 

Also, please find the article concerning uranium within your 
area of influence from Cordero. 

Best personal regards. 

Richard F. Hewlett 

RFH 
P-418 
enc. 
2085 

--- ~ ----------------------------------------------------------------------
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'e+- P!J6 
LEASE AGREEMENT 

THIS AGREEMENT, dated this 7th day of February, 1979, by and between 

TOMBSTONE DEVELOPMENT COMPANY, an Arizona Corporation, hereinafter referred 

to' a.s "Lessor", and Tombstone Exploration, Inc, and The Austin Exploration & 

Mining Corporation, hereinafter referred to as "Lessee". 

RECITALS 

Leassors are the owners of certain groups of patented and unpatented 

lo~e mining claims, ' referred to herein as "Leased Claimsu, 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 

Cochise County, 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 consideration, Lessor hereby 

leasses to Leassee for the term and purposese hereinafter mentioned, .all 

that certain land refet:red 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. 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) 

ear 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 

ully met and that this lease has not been terminated pursuant to any clause 

herepf. 

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

-rom the leased claims, as a percentage of their market value after being 
saleable . 

reduced to a marketable concentrate or other:::. - ~ :;; _oj . mineralfi, and- payable 
. ~ ~~ _ . 

by a refinery of mutual choice on a basis of ~,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 payable in yarying -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 ~eased claims 

er 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 

yable 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 

fferent 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; 

-2-
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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 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 fig~re 

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 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 are 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 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 

miriimum 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) and (b), there shall 

be an a 'dvance 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, maybe 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: L essee 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 ~rought 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 invent9ry 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 paragraph shall be suspended only while Lessee's compliance is 

prevent~d by the elements, acci~ents, strike, lockouts, riots, delay~ in 

transportation, inability to secure materials in the open market, or 

.interference by govermental action, or by any other c 'auses beyond the 

reasonable control of Lessee, whether similar or dissimilar to the causes 

specifically mentioned. Lessee agrees to furnish at its own cost, any 

nd all /environmental impact studies required by any governmental authority 

as a result .of i~s undertaki~g the exploration, development and .. mining 

operation contemplated by this agreement. Lessee agrees to honor any and 

11 contractual obligation undertaken by Lessor relating to the sale of 

water or surface use of the herein leased claims, s~ long as those said 

ob11gations do , not interfere with the exploration, development, mining, 

r 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 1 Silver !hread, Contention, 

New Year, Cincinnati, Head Center, Yellow Jacke,t and Elora Mozxisson 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. 

otwithstanding 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 

xploration, development, mining, or associated activities of Lessee contemplated 

by this lease, on those above named claims. ~~~ee-;~~~ 
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H:>to1ever 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 o~es. 

(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 roya~ty 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. ADDITION_~ 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 ter~s 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 ma~e at reasonable 

"intervals, an'd sha."1'l "'h~ ''''a''t: -the so-Ie .cost .-o'f, <rnd '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 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 . installmen.t payment of the' sai~ 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 or 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 Performance 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 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 Departmen~ 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. BAN~~UPCY: In case Lessee shall be adjudged a bankrupt by either 

voluntary or involuntary proceedings, Less9r 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; except shaft 

timbering and linings, any underground supports, rails, electric :, water, or 

steam or airiine 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 perfor~ed 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 

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, o~vned 

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

liabilities, co·sts and expenses for losses, or damage to, all property 

whatsoever and injuries to, or death of, all persons whomsoever, arisin~ 

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 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, 

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 $15q~OOO~oO 

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. 

-9-
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14. TERMINATION: After an exploration/development expenditure of $200,000, 
and an equivalent of 12 months advanced minimum royalties( $90,000) ,~'13jJ y:.f I.t-
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 every month, starting ~y 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 same to Lessee. If Lessee 

has not cured the said default within thiry · (30) days after receipt of said 

formal, writt'en 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. 
Lessor will be named as Additional Insured. r:;'l,,_r73~ . 

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 States Mail, with regi stered or cecti Hed p.ostage 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: Tombstone Exploration, Inc . 
'c/o Thomas H. Schloss 

The Austin Exploration & Mining Corporation 
cra~ame~k. · Briscoe 
4500· E. Speedway · 
Sui te If 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. 
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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 cl~lms subject to this lease. Lessee further agrees to do all other 

things necessary and required by federal, state, and local laws and 

reg.ulations to protect, defend and maintain, Lessor's ·title · to the above 

referenced claims in effect on Fepruary 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. Les-sor 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 

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 

or assign of each of the parties hereto. 

-11-



ais Agreement may be reco~ded or registered with the Clerk, Recorder or 

similar officer of the c~unty or counties of which these claims are located, 

or in any appropriate office of the United States Government~ or anywhere 

~se Lessee deems appropriate in order to protect its inter~sts hereunder. 

This agreement may be executed in any number of counterparts, which 

together m.1l constitute one and the same ' agreeme~t. 

IN ~TNESS WHEREOF, the Parties hereto have executed this agreement 

as of the date and year first above written. 

Lessor: 
TOMBSTONE DEVELOPMENT <X>MPANY 

Lessee: 
TOMBSTONE EXPLORATION, INC. 

By~d~ 
Thomas H. Schloss 

EXPLORATION & MINING CORP . 
. "'" 

---James 

:'. 
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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 112 
Boss 
Herald 
Tribute 
Eastside 
Blue Monday 
Eastside No.2 
Old Guard 
Lucky Cuss 
COD 
Lucky Sure 
McCann 
Owl's Last Hoot 
Owl's Nest 
Escondido 
Wedge 
Black Hawk 
Oregon 
Prompter 
Contact 

Appendix A 

TOMBSTONE DEVELOPMENT COMPANY CLAIMS 

Designation 

E-4 
E-2 
E-9 
D-3 
D-7 

D-16 
D-6 
D-5 
D-15 
D-10 
D-12 
D-13 . 
D-11 
D-4 
D-14 
E-5 
E-7 
E-3 
E-8 
F-36 
D-2 · 
D-27 
D-17 
D-25 
D-23 
H-1 
F-28 
D-24 
D-8 
D-1 
D-22 
D-19/F-39 
F-6 
D-18/F-38 
F-7 
D-26/F-2 
F-16 
F-5 
F-1 
F-19 
F-23 
F-24 
F-10 
F-33 
F-4 
C-2 
F-25 
C-1 

• 



TPC Claims 
J' ... 

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.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 
C-4 
F-31 
F-30 
F-37 
F-34 
F-21 
F-20 
F-13 
F-37 
F-37 
F-41 
D-21 
D-21 
D-20/F-20 
F-22 
F-35 

• 
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VE RITY, SM ITH 8 KEARNS, P. C. 
VICTOR H . v E RITY 

L E O N . S MITH 

DeSMOND p , KEARNS 

LARRY O . CLARK 

PATRICI~ G. MUNGER 

Mr. Thomas H. Schloss 
FAMCO 
1700 Broadway 

ATTORNEYS AT LAW 

902 TR AN SAMERICA. BUILD I NG 

177 NORTH CHURCH AveNUE: 

TUCSON, ARIZONA 85701 

March I, 1979 

New York, New York 10019 

Dear Tom: 

Re: Comments Concerning TDC 
Lease Agre'ernerlt' 

TEL£PHONf: 

/60Z) eZ3 , ege. 

I have reviewed a document entitled Preliminary Draft 
of Lease Agreement dated February 7, 1979, between Tombstone 
Development Co. ("TDC"), a corporation, and Karin Lake 
Exploration, Ltd. (the nature' of which entity is undetermin­
able from the draft). 

It was explained to me by JirnBriscoe and Dick Hewlitt 
that , the Lease is the best that can be made under the circum­
stances and that any changes would not be acceptable to TDC. 
Further, it was explained that the Le ase was fashioned after 
a Lease Agreement dated August 31, 1973 between TDC and 

' 1971 Minerals, Ltd. 

The Lease is not artfully drafted and contains numerous 
ambiguities and uncertainties that exist, as more 'fully 
discussed below. 

!. ' 
t. Of initial concern from your standpoint, in deciding 

whether or not to become 'a party to the Lease., are ,'the ' 
obligations assumed by Lessee upon execution of the' Lease. ' 
The most onerous obligation appears to be the 'commitmerit 
that Lessee assumes under Paragraph 14 to expend $200',000 in 
exploration and development and to ' pay $90,000 in advance ' 
royalties before Lessee is entitled to te r minate the 'Lease. ' 
As I read Paragraph 14, this is an absolute 'commitment on 
the part of Lessee. With this in mind, I assume that you 
would not elect to become personally liable as a Lessee. 

d)r'>(F.l 4o/.)'iC rn 3///71 
~~-I ~ N " ~ 
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Mr. Thomas H. SCHloss 
March 1, 1979 Page 2. 

Other commitments assumed by Lessee do not appear as 
onerous, and include items such as an initial $6,000 advance 
royalty payment upon execution and a $7,500 monthly advance 
royalty payment commencing May 1, 1979 and each month there­
after (Paragraph 3); an obligation to "continuously and 
diligently" and "in an active and substantial way" explore 
and develop the mining claims (Paragraph 4); a requirement 
that Lessee furnish a myriad of reports and data (Paragraphs 
5 and 6); payment of taxes (Paragraph 7); a $150,000 bonding 
requirement to protect Lessor for liens or labors and materials 
furnished for Lessee's account (Paragraph 12); a requirement 
that Lessee furnish a comprehensive liability policy in a 
minimum amount of $2,000,000 (Paragraph 15); and an obligation 
that Lessee perform assessment 'vork and that Lessee "do 
everything possible to validate" the unpatented claims 
(Paragraph 17). 

As mentioned above, the Lease contains numerous ambi­
guities, including: 

1. Surface and Water Rights - Paragraph 1 contains 
a most peculiar provision whereunder Lessor "leases" 
the "necessary rights-of-way, easements and water 
rights" to enable Lessee to explore and develop the 
claims, followed by an express statement to the effect 
that all surface and water rights shall be "retained" 
by Lessor_ This ambiguity is compounded even further 
by the flat statement that the "retention of those 
surface and water rights shall not unreason ably inter.fere 
with the exploration and mining and associated activities 
conducted by Lessee." Under Paragraph 4, Lessee agrees 
to honor "any and all 'contractual obligati'on undertaken 
by Lessor relating to the sale of water or surface use" 
but only so long as the obligations do not interfere 
with Lessee's activities. Frankl.y", I haven't the 
slighest idea what the true intent of the parties is, 
nor do I find any express provision indicating the 
extent to which Lessee may use the surface other than 
for access and for certain specified facilities, such 
as the improvements specifically mentioned in Paragraph 
10 as "roads, ditches, ponds, buildings, fixtures, 
machinery, pumps, PVC pipe, mine , dumps, pad, .heap, and 
head frames." Clearly, however, "Lessee will continue-­
to have all rights for mineral exploration, development 
and mining 40 feet or more below the surface" (Paragraph 
4). 

2. Buildings - Paragraph 4 indicates that any 
equipment and machinery placed upon the property by 
Lessee shall remain Lessee's property "with the exception 
of any buildings constructed by · Lessee .. " Alone, this 
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prov1s10n infers that any building constructed by 
Lessee would pass to Lessor upon termination. However, 
Paragraph 10 contains a provision that unless Lessee 
removes within sixty days of termination certain items, 
including "buildings," the same shall become the property 
of Lessor. 

3. Use of Existing Facilities - The last sentence 
of Paragraph 10 requires Lessee to obtain approval from 
Lessor "on the site and type of building constructed 
for a plant and laboratory facilitiy or a building for 
another lessee to enable use of the present 71 Minerals 
plant. Ii I find it hard to believe that Lessor anticipates 
leasing portions of the claims to another mineral ' ,lessee 
however, the sentence quoted above raises ~ strong 
inference that such may be the intent of Lessor. 

4. Production Royalties - I find nothing in the 
provisions concerning production royalties that properly 
anticipates a method of computing production royalties 
from a leaching operation. Although the first sentence 
of Paragraph 3 refers to a production royalty of five 
percent net smelter return, subparagraph (a) of Paragraph 
3 describes varying percentages based on the "gross 
value per ton of ore," which in turn is based on the 
number of tons of "ore or concentrate" produced and 
shipped. Although the ambiguity in the production 
royalty provisions is definitely in favor of the Lessee 
with respect to "ores and concentrates produced and 
shipped," the lack of any definitive method of calculating 
production royalty from a leaching operation could lead 
to future disagreement over the manner and method in 
which production royalties should be calculated : A 
couple of other features of the production royalty 
provis,ion _ should also be ment-ioned-: (i) ~ the first 
sentence of Paragraph 3 refers to "a refinery of mutual 
choice," thus imposing an unusual constraint on the 
operator's freedom to market product; and (ii) the same 
sentence gives the Lessor the right to take in kind but 
does not make any, provisions for crediting advance 
minimum royalties against Lessor's share of such product 
if Lessor takes product in kind. 

If it were at all practical to so do, it would be 
preferable that a new Lease be prepared to eliminate 'many , of 
the ambiguities and uncertainties that exist in the- pres'ent 
Lease- form. ' If, however, the present L-ease 'is the 'only 
Lease accep,table , to TDC, the possibility of disputes with , 
TDC conc-erning the numerous ambTguities- must be 'rec?gnized. 

Very truly yours, 

LNS/dmd Leo N. Smith 



V I C TOR H . V ERIT Y 

LEO N . SMITH 

DESMOND P. KEARNS 

LARRY D . CLARK 

P ATRICIA G . MUNGER 

VERITY, SMITH 8 KEARNS, P. C. 
ATTORNEYS AT LAW 

902 TR A NSAMERICA BUILD I NG 

177 NORTH CHURCH A V ENUE 

TUCSON , ARI ZON A 85701 

March 3, 1979 

Mr. James A. Briscoe 
Southwestern Exploration 
Associates, Inc. 

4500 East Speedway, Suite 14 
Tucson, Arizona 85712 

Dear Jim: 

TELEPHONE 

( 60Z ) 6Z3 - 6101131 

At the request of Tom Schloss and Dwight Lee, I a~ 
enclosing herewith two copies of a draft of a proposed 
form of letter agreement pertaining to the Tombstone Heap 
Leaching Project. As you may have discussed with Tom or 
Dwight, neither has had an opportunity to review the draft. 
Both had an opportunity to see an earlier draft (without 
Appendices) and I have discussed revisions to the earlier 
draft by phone with Tom and Dwight. 

It is my understanding that after you have had a 
chance to review the enclosed draft you will be in touch 
with Tom and Dwight. 

Best personal regards. 

LNS/dmd 
Enclosures 

. Smith 

cc: Thomas H. Schloss (w/enclosure) 



Mr. James A. Briscoe 
Southwestern Exploration 
Associates, Inc. 

March 2, 1979 

4500 East Speedway, Suite 14 
Tucson, Arizona 85712 

Dear Mr. Briscoe: 

1700 Broadway 
New York, N.Y. 

10019 

This letter will outline the basic terms and conditions 
under which the undersigned (individually, or in conjunction with 
other investor associates of the undersigned, whether one or 
more, hereinafter referred to as "INVESTORS") agree to participate 
in an exploration and development project with you (hereinafter 
"BRISCOE") on property situated in the Tombstone Mining District, 
Cochise County, Arizona. It is agreed that INVESTORS and BRISCOE 
will enter into a formal agreement incorporating provisions for 
the operation of the exploration and development program (herein­
after the "Project") and such other provisions as are customary 
and desirable in such an agreement. It is further agreed that 
the formal agreement will include in substance those terms and 
conditions set forth in this letter agreement. 

1. Mining Properties 

It is anticipated that the Project will encompass (i) 
approximately 85 patented mining claims and 18 unpatented mining 
claims owned by Tombstone Development Company (hereinafter "TDC") 
and leased, or to be leased, to BRISCOE pursuant to a Lease 
Agreement (the "TDC Lease") containing essentially the provisions 
as set forth in that certain "Preliminary Draft of Lease Agreement" 
dated February 7, 1979, a copy of which has been heretofore 
furnished by BRISCOE; (ii) any additional mining claims or mineral 
properties leased, optioned, located or otherwise acquired by or 
on behalf of BRISCOE or the entity to be formed by BRISCOE and 
INVESTORS pursuant to Paragraph 4 below and ,vhich may be a part 
of, or an offset of, any mineralized deposits contained within 
properties leased from TDC, including without limitation the 
claims or areas known as the Tombstone Ex tension, Tombstone 
Mineral Reserve and the State of Maine areas (it being understood 
that claims and properties within the State of Maine area 
are owned principally by the Escapule family and that the Project 
may find it to its advantage to enter into some type of a joint 
venture with the Escapules; and (iii) any potential porphyry 
copper targets ' in the Seth Horn and Robbers Roost areas leased, 
optioned, located or otherwise acquired by or on behalf of BRISCOE 
or the entity described in Paragraph 4. 



2. Condition of Agreement 

The terms, conditions and covenants of this letter 
agreement, other than the payment obligation described in Paragraph 
3 hereof, shall be expressly conditioned upon INVESTORS satisfying 
themselves within 30 days of the date of execution of this letter 
agreement by BRISCOE that: (i) the TDC Lease grants to BRISCOE 
the rights set forth therein, free and clear of all liens and 
encumbrances other than as specifically described therein~ and 
that TDC has and possesses title ·as represented by TDC therein, 
all as evidenced by an opinion of counsel employed and retained by 
INVESTORS; and (ii) formation of an operating entity by INVESTORS 
and BRISCOE pursuant to Paragraph 4 below. 

3. Initial Payment 

Upon execution of this letter agreement by BRISCOE and 
delivery to INVESTORS of a fully executed copy, INVESTORS shall 
advance to BRISCOE the sum of Twenty-Five Thousand Dollars 
($25,000.00), which sum shall be applied against Project expen­
ditures. 

4. Operating Entity 

It is anticipated that the Project will be conducted by 
an entity formed by INVESTORS and BRISCOE and whereunder INVESTORS, 
individually, shall assume no personal liabili~y, which entity 
may be in the form of a joint venture, joint operating agreement, 
limited partnership, corporation or any combination thereof. It 
is anticipated that the day to day operations of the Project will 
be conducted under the direction of an operating or project 
manager. Any such entity shall be under the general management 
and control of representatives of both INVESTORS and BRISCOE to 
the end that decisions including, without limitation, those 
relating to payments to equity owners from cash flow, pursuing 
further exploration targets, acquisition of additional lands or 
mineral interests, expenses for plant or facility expansion, and 
decisions concerning termination or discontinuance of all or a 
portion of the Project operations will be made by representatives 
of all parties with an interest in the Project. Promptly follow­
ing the organization or formation of the operating entity, all of 
the mining properties described in Paragraph I then held by or on 
behalf of BRISCOE or INVESTORS shall be transferred to the opera­
ting entity by appropriate instruments of conveyance, assignment 
or other transfer. 

5. Management 

BRISCOE shall manage the exploration and development 
operations pursuant to plans approved and adopted in accordance 
with the provisions of the agreement giving rise to, or the 
bylaws adopted by, the operating entity, it being understood and 
agreed that such approvals shall be made by a management committee 
or management group containing representatives of the owners of 

-2-



interests in and to the Project. BRISCOE shall provide INVESTORS 
twice monthly with written progress reports detailing the activi­
ties undertaken by and planned for the Project. 

6. Interest Acquired by INVESTORS 

Unless INVESTORS terminate this letter agreement 
pursuant to the provisions of Paragraph 9 below, the equity 
interest of INVESTORS in and to the Project shall be deter­
mined by the amounts contributed to the Project (under the 
agreements made and through the entity established pursuant 
to Paragraph 4 above): 

Cumulative Percentage of Funding 
Investment Equity Intervals 

$ 25,000.00 25% Upon execution of 
this letter agreement 

$ 50,000.00 30% ~~ 

$ 75,000.00 35% , \.. 

" 

$100,000 . 00 40% * 
$125,000.00 45% * 
$150,000.00 50% Approximately 

$175,000.00 55% * 
$200,000.00 60% ~~ 

* Upon the voluntary contribution by INVESTORS or 
upon call of Project in accordance with approved 
expenditure plans. 

6/30/79 

The Project shall make no calls at intervals more frequent 
than 20 days per call and no call shall be made prior to 
establishment of the entity described in Paragraph 4 above. 
Investments may be made by INVESTORS at such other intervals 
as they may choose, whether or not funds advanced are needed 
at the time of contribution, to the end that INVESTORS shall 
maintain the right, at their election, to complete all or 
such portion of the cumulative investment as INVESTORS may 
elect and thus obtain the specified percentage of equity in 
and to the Project and the operating entity as set forth 
above. INVESTORS shall have the right at any time to elect 
not to make further investments in the Project, in which 
event the equity interest of INVESTORS shall thereafter 
remain at the percentage specified in the table above .. 

-3-



7. Deposit of Funds; Di·sbursements; Bookkeeping 

Unless and until the agreements giving rise to, or 
the bylaws adopted by, the ·operating entity provide to the 
contrary: (i) funds furnished by INVESTOR shall be deposited 
to the THL (Tombstone Heap Leach) Trust Account # 957-06641, 
The First National Bank of Arizona, University Medical Branch, 
P.O. Box 41960, Tucson, Arizona 85717; and (ii) disbursements 
will be made and books and records will be kept in the amounts 
and in the manner set forth in Appendix One attached hereto 
and made a part hereof. 

8. Initial Capital Investment; 
General Outline of Operations 

Attached hereto as Appendix Two, and made a part 
hereof, is an outline of the anticipated initial capital 
investment together with a table setting forth anticipated 
durations of crushing operations as a function of the rate 
thereof and a general outline of anticipated operations. 

9. Termination 

Unless extended in writing by INVESTORS and BRISCOE, 
this letter agreement, and the liabilities and obligations 
of the parties hereunder, shall terminate on April 5, 1979 
.unless on or before such date the conditions described in 
Paragraph 1 have been met; provided, however, that INVESTORS 
shall be entitled to reimbursement of the initial $25,000.00 
payment described in Paragraph 3 above from first proceeds 
obtained by BRISCOE or his assigns from production from the 
TDC Lease. 

10. Notices 

Any notice or communication permitted or required 
to be given hereunder shall be effective when deposited in 
the United States mail, postage prepaid, and addressed as 
follows: 

If to INVESTORS: 

If to BRISCOE: 

Messrs. Thomas H. Schloss 
and Dwight E. Lee 
FAMCO 
1700 Broadway 
New York, New York 10019 

Mr. James A. Briscoe 
Southwestern Exploration 
Associates, Inc. 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 
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11. Liability Several; In"urement 

The liability of the parties shall be several. not 
joint or collective. Each party shall be responsible only for 
its obligations herein set forth. It is not the intention of 
the partie~ to create "a partnership and this letter agreement 
shall not be construed so as to render the parties liable as 
partners. associate~. or joint venturers or as creating a 
mining or other partnership or association. The terms of this 
letter agreement shall inure to the benefit of and be binding 
upon the parties hereto and their permitted assigns. None of 
the parties shall assign their rights or obligations hereunder 
without first obtaining written consent of the other parties 
hereto. which consent shall not unreasonably be withheld. 

If this letter agreement sets forth your understanding 
of the basic terms outlined in previous discussions on this 
subject. please indicate your acceptance by executing the 
copy of this letter agreement in the space indicated and 
return " it to the undersigned. 

ACCEPTANCE BY BRISCOE: 

Accepted this day of 
__________________ , 1979. 

James A. Briscoe 

Very truly yours. 

Thomas H. Schloss 

Dwight E. Lee 

-5-
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APPENDIX ONE 

Project Disbursements and Bookkeeping 

1. All Project disbursements will be made under a 
"purchase order" system in the same manner as presently 
employed by Southwestern Exploration Associates, Inc. ("SEA"). 

2. During the initial phase of Project operations and 
until Project expenditures totaling $25,000.00 have been made, 
all Project expenditures in excess of $100.00 shall, prior to 
payment, be approved by James 'A. Briscoe; thereafter, Project 
expenditures in excess of $250.00 shall be approved by James A. 
Briscoe. 

3. Checks and drafts drawn against Project funds in 
the THL (Tombstone Heap Leach) Trust Account shall be signed 
either by James A. Briscoe or jointly by SEA's Bookkeeper, 
J.E. Talley, and its Business Service Manager, C.M. Dodson. 

4. Time and expense recorde for all employees of the 
Project (and for any employees of SEA who perform services 
for the Project) shall be kept in accordance with the "Day 
Timer" record keeping system presently employed by SEA. 

5. Bills, invoices and other supporting documents 
evidencing Project expenditures will be submitted to the 
Project management committee or group twice monthly for 
all services performed for the Project. 

6. The Project operator shall keep accurate books, 
records and accounts in accordance with standard record 
keeping procedures, and the books, records and accounts 
shall be made available for examination by parties having 
an interest in the Project during normal working hours at 
the Project office. 



. . 

. J 

APPENDIX TWO 

Outline of Anticipated Initial Capital 
Investment; Crushing Operations; and 

General Outline of Operations 

I. Anticipated Initial Capital Inves tment 

It is anticipated that the initial investment for the 
anticipated slope leach shall be as follows: 

A. Power hook-up 

B. Electric 

C • Pu m pin s tall at ion / e 1 e c t ric 

D. Water line installation 

E. Spray lines/m a nifolds 

F. Directional rainbirds 

G. Preg pond 

H. Laboratory 

I. Bui 1 ding 

J. Plants 

K. Tanks ' 

L. Chemicals 

1. Resin-SR-3 

2. Lime 

3. Sa 1 t 

It. NaOCl 

5. Na 2 S20 3 
6. Na CN 

7. Na 2 S 

8 . Po wd. Z inc 

M. Insurance and bond 

N. Management' 

o. Labor 

P. l1isc. 

10011 

100OfI( .087) 

5-55 gal 

30011 

100011 

40011 

10011 

$2400 

2000 

1000 

2040 

100 

80 

·'100 

100 

200 

2200 -

1000 

I 

650 : 
I 
I 

87 . 

247 

74 

561 . 

100 I 
66 I 

4500 

4000 

2000 

1495 

25,000 

, , 
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II. Crushing Duration as a Function of Crushing Rate 

Rate 

200 
400 
600 

1000 
3000 

Tons per Day 
" 
" 

III. General Outline of Operations 

Duration 

250 months 
125 " 

83.3 " 
50 " 
16.7 " 

It is anticipated that the initial $25,000.00 provided 
by INVESTORS will be used to initiate and commence spray 
leaching operations. Any resulting cash flow and any remain­
ing part of the $25,000.00 will be used to lease a crusher 
to process certain parts of the heap, to verify the process 
and to determine what the cost will be based on the type of 
ore to be processed. After these results have been obtained 
and analyzed, a decision will be made by the Project manage­
ment committee or group to continue or to terminate the 
program. The current estimate for the use of the initial 
$25,000.00 is set forth in paragraph I of this Appendix. If 
the Project continues, an additional $25,000.00 to $50,000.00 
will be used to sample the heap and, if the Project management 
committee or group deems it advisable, to increase the daily 
capacity of the heap. Results available at this time will 
be analyzed by the management committee or group and decisions 
will be made as to whether to continue or terminate the 
program. If the decision is made to continue, it is antici­
pated that the next step will be commencement of a plant for 
the leaching operation. Contributions made by INVESTORS or 
calls for additional funds will be used to: first, process 
the heap; second, further expand the crushing facilities; 
third, sample and drill the open pit potential; and fourth, 
secure mineral rights in the areas not as yet under lease to 
the Project, all subject, however, to approval of or change 
of such plans by the Project management committee or group. 
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Mr. James A. Briscoe 
Southwestern Exploration 
Associates, Inc. 

March 7, 1979 

4500 East Speedway, Suite 14 
Tucson, Arizona 85712 

Dear Mr. Briscoe: 

1700 Broadway 
New York, N.Y. 

10019 

This letter will outline the basic terms and conditions 
under which the undersigned (individually, or in conjunction with 
other investor associates of the undersigned, whether one or 
more, hereinafter referred to as "INVESTORS") agree to participate 
in an exploration and development project with you (hereinafter 
"BRISCOE") on property situated in the Tombstone Mining District, 
Cochise County, Arizona. It is agreed that INVESTORS and BRISCOE, 
or their respective designees or assigns, will enter into a 
formal agreement incorporating provisions for the operation of 
the exploration and development program (hereinafter the "Project") 
and such other provisions as are customary and desirable in such 
an agreement. It is further agreed that, to the extent applic­
able, the formal agreement will include in substance those terms 
and conditions set forth in this letter agreement. 

1. Mining Properties 

It is anticipated that the Project will encompass (i) 
approximately 85 patented mining claims and 18 unpatented mining 
claims owned by Tombstone Development Company (hereinafter "TDC") 
and leased, or to be leased, to BRISCOE pursuant to a Lease 
Agreement (the "TDC Lease") containing essentially the provisions 
as set forth in that certain "Preliminary Draft of Lease Agreement" 
dated February 7, 1979, a copy of which has been heretofore fur­
nished by BRISCOE; (ii) any additional mining claims, mineral 
interests or mineral properties leased, optioned, located or 
otherwise acquired by or on behalf of BRISCOE or the entity to be 
formed by BRISCOE and INVESTORS pursuant to Paragraph 4 below and 
which may be a part of, or an offset of, any mineralized deposits 
contained within properties leased from TDC, including without 
limitation the claims or areas known as the Tombstone Extension, 
Tombstone Mineral Reserve and the State of Maine areas (it being 
understood that claims and properties within the State of Maine 
area are owned principally by the Escapule family and that the 
Project may find it to its advantage to enter into some type of a 
joint venture with the Escapules); and (iii) any potential porphyry 
copper targets in the Seth Horn and Robbers Roost areas leased, 
optioned, located or otherwise acquired by or on behalf of BRISCOE 
or the entity described in Paragraph 4. 
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2. Condition of Agreement 

The terms, conditions and covenants of this letter 
agreement, other than the payment obligation described in Para­
graph 3 hereof, shall be expressly conditioned upon INVESTORS 
satisfying themselves within 30 days of the date of execution of 
this letter agreement by BRISCOE that the TDC Lease grants to 
BRISCOE the rights set forth therein, free and clear of all liens 
and encumbrances other than as specifically described therein, 
and that TDC has and possesses title as represented by TDC therein. 

3. Initial Payment 

Upon execution of this letter agreement by BRISCOE and 
delivery to INVESTORS of a fully executed copy, INVESTORS shall 
advance to BRISCOE the sum of Twenty-Five Thousand Dollars 
($25,000.00), which sum shall be applied against Project expen­
ditures. 

4. Operating Entity 

It is anticipated that the Project will be conducted by 
an entity formed by INVESTORS and BRISCOE and whereunder neither 
INVESTORS, individually, nor BRISCOE, individually, shall be 
obligated to assume personal liability, which entity may be in 
the form of a joint venture, joint operating agreement, limited 
partnership, corporation or any combination thereof. It is 
expressly agreed and understood that either INVESTORS or BRISCOE, 
or both, may assign the rights set forth herein to a corporation 
or other entity owned or managed by the respective parties. It 
is anticipated that the day to day operations of the Project will 
be conducted under the direction of an operating or project 
manager. Any such entity shall be under the general management 
and control of representatives of both INVESTORS and BRISCOE, and 
except as specifically provided below in this Paragraph 4, the 
voting rights of each party's representative with respect to the 
Project decisions shall be in proportion to the interest that 
each party has in and to the Project at the time such decision is 
made. Notwithstanding the foregoing, it is further agreed that 
until such time as INVESTORS have made the total cumulative 
contributions described in Paragraph 6 below or have forfeited 
their right to make further contributions, major Project decisions 
including, without limitation, those rel a ting to cash calls, 
payments to equity owners from cash flow, pursuing further explo­
ration targets, acquisition of additional lands or mineral int­
erests, expenses for plant or facility expansion, and decisions 
concerning termination or discontinuance of all or a portion of 
the Project operations will be made by representatives designated 
by all parties with an interest in the Pr oject. The agreement 
giving rise to, or the bylaws of, the op erating entity shall 
contain a provision whereunder prior to the sale or transfer of 
an interest in the Project, the remaining parties to the Project 
shall have a right of first refusal, provided that no such 
transfer or assignment shall carry with it the right to manage 
the Project without the consent of the o t her parties. Promptly 
following the organization or formation of the operating entity, 
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all of the m~n~ng properties described in Paragraph 1 then held 
by or on behalf of BRISCOE or INVESTORS shall be transferred to 
the operating entity by appropriate instruments of conveyance, 
assignment or other transfer. 

5. Management 

It is anticipated that Southwestern Exploration Asso­
ciates, Inc. (hereinafter "SEA"), or a subsidiary thereof, shall 
be employed by the Project to manage the exploration and develop­
ment operations pursuant to plans approved and adopted in accor­
dance with the provisions of the agreement giving rise to, or the 
bylaws adopted by, the operating entity, it being understood and 
agr eed that such approvals shall be made by a management committee 
or management group containing representatives of the owners of 
i n terests in and to the Project as described in Paragraph 4 
above. BRISCOE, or the Project manager, shall provide INVESTORS 
with written progress reports detailing the activities undertaken 
by and planned for the Project at intervals no less than twice 
monthly. The Project manager shall fully disclose Project matters 
t o the parties and the parties agree to fully disclose to each 
other information pertaining to the Project and its operations. 

6. Interest Acquired by INVESTORS 
Unless this letter agreement terminates pursuant to the 

pr ovisions of Paragraph 9 below, the equity interest of INVESTORS 
in and to the Project shall be deter mined by the amounts contri­
bu ted to the Project (under this letter agr eement and under the 
agr eements made, and through the entity established pursuant to 
Paragraph 4 above): 

Cumulative 
Investment 

$ 25,000.00 

$ 50,000.00 

$ 75,000.00 

$100,000.00 

$125,000.00 

$150,000.00 

$175,000.00 

$200,000.00 

Percentage of 
Equity 

25% 

30% 

35% 

40% 

45% 

50% 

55% 

60% 

Funding 
Intervals 

Upon execution of 
this letter agreement 

Within 7 days of sub­
mittal to I NVESTORS 
of the Renort on 
First Phase described 
in Paragraph 8 below. 

* 
By 5/31/79 

* 

* 
** 

* Upon the voluntary contribution by INVESTORS or within 
7 days of call of Project in accordance with approved 
expenditure plans. 

** Upon the voluntary contribution by INVESTORS or within 
7 days of call of Project in accordance with approved 

~~~~~~~;~r~o.pi~~~: but in any event no later t~ ~ 
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The Project shall make calls at intervals no more frequent than 
20 days per call. Contributions may be made by INVESTORS at such 
other intervals as they may choose, whether or not funds advanced 
are needed at the time of contribution, to the end that INVESTORS 
shall maintain the right, at their election, to complete all or 
such portion of the cumulative investment as INVESTORS may elect 
and thus obtain the specified percentage of equity in and to the 
Project and the operating entity as set forth above, provided 
that unless otherwise agreed to by all of the parties to the 
Project, the failure of INVESTORS to make contributions within 
the schedule set forth above shall terminate the right of INVES­
TORS to thereafter make additional contributions. INVESTORS 
shall have the right at any time to elect not to make further 
contributions in the Project. If INVESTORS either elect not to 
make further contributions or if INVESTORS lose the right to make 
further contributions, the equity interest of INVESTORS shall 
thereafter remain at the percentage specified in the table above. 
If the contributions of INVESTORS and the cash flow resulting 
from the Project are not sufficient to fund the Project at the 
level at which the parties desire to sustain, it is anticipated 
that the parties may seek additional funds, in which event it is 
anticipated that it may be necessary to reduce the respective 
interests of the parties to enable the Project to obtain addi­
tional funding. If INVESTORS acquire less than a 60% interest in 
the Project and if the Project elects to proceed to obtain addi­
tional funding over and above the $200,000.00 funding level, 
INVESTORS recognize that their undivided interest in the Project 
may be subject to reduction. Except as hereinafter expressly 
provided in this Paragraph 6, INVESTORS participating interest in 
the Project shall not be reduced to less than the percentage that 
contributions made by INVESTORS plus the INVESTORS' share of 
Project profits used for Project operations bears to the total 
capital investment in the Project. If, however, INVESTORS' 
participating interest in the Project is reduced to 10% or less, 
INVESTORS shall relinquish their participating interest to the 
other parties to the Project in return for a 10% carried net 
profits interest. 

7. Deposit of Funds; Disbursements; Bookkeeping 

Unless and until the agreements giving rise to, or the 
bylaws adopted by, the operating entity provide to the contrary: 
(i) funds furnished by INVESTORS shall be deposited to the THL 
(Tombstone Heap Leach) Trust Account # 957-06641, The First 
National Bank of Arizona, University Medical Branch, P.O. Box 
41960, Tucson, Arizona 85717; and (ii) disbursements will be 
made and books and records will be kept in the amounts and in the 
manner set forth in Appendix One attached hereto and made a part 
hereof. 

8. Initial Capital Investment; 
General Outline of Operations 

Attached hereto as Appendix Two, and made a part hereof, 
is an outline of the anticipated initial capital investment 
together with a table setting :::th anticipated durati~~ 



crushing operations as a function of the rate thereof and a 
general outline of anticipated operations. Upon evaluation of 
the results obtained by expenditure of the initial capital 
investment, as described in item I of Appendix Two, BRISCOE shall 
submit to INVESTORS a written report entitled "Report on First 
Phase" detailing the results of the initial work and setting 
forth BRISCOE's conclusions and recommendations based thereon. 
Except to the extent, if any, that Project funds are available 
for disbursement in accordance with the provisions of subpara­
graph (c) of Paragraph 9 below, the initial $25,000.00 contri­
bution made by INVESTORS upon execution of this letter agreement 
shall be non-refundable. 

9. Termination 

(a) Unless INVESTORS timely elect to make the second 
$25,000.00 contribution, or unless extended in writing by INVES­
TORS and BRISCOE, this letter agreement, and the liabilities and 
obligations of the parties hereunder, shall terminate on the date 
8 days after submittal by BRISCOE of the Report on First Phase 
described in Paragraph 8 above. 

(b) If INVESTORS elect not to proceed beyond the 
initial $25,000.00 contribution, this letter agreement shall 
terminate and, after payment in full of all general creditor 
claims, all available cash resources, if any, shall be disbursed 
in the following order of priority. 

(i) Out-of-pocket expenses incurred by INVESTORS 
and BRISCOE, including expenses incurred by SEA for or 
on behalf of the Project, and including professional 
services (other than those rendered by SEA) and travel 
expenses; 

(ii) Professional services billed by SEA to the 
Project (which billings shall be made at the lowest 
rate or with the most favorable discount employed by 
SEA in billing its other clients); and 

(iii) Remainder, if any, to be divided 25% to 
INVESTORS and 75% to BRISCOE. 

(c) If after termination of this letter agreement, 
BRISCOE ·elects to proceed alone or in conjunction with parties 
other than INVESTORS, INVESTORS shall be entitled t o receive 25% 
of the net profits, if any, derived from such continued opera­
tions, provided, however, that BRISCOE shall have t he right at 
his election to extinguish such net profits interest by paying 
INVESTORS the sum of $50,000.00 no later than the date one year 
from the date of termination of this letter agreement. 

10. Notices 

Any notice or communication permitted or required to be 
given hereunder shall be effective when deposited i n the United 
States mail, postage prepaid, ::: addressed as fOllOW~ 



If to INVESTORS: 

If to BRISCOE: 

Messrs. Thomas H. Schloss 
and Dwight E. Lee 
FAMCO 
1700 Broadway 
New York, New York 10019 

Mr. James A. Briscoe 
Southwestern Exploration 
Associates, Inc. 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

11. Liability Several; Inurement 

The liability of the parties shall be several, not 
joint or collective. Each party shall be responsible only for 
its obligations herein set forth. It is not the intention of 
the parties to create a partnership and this letter agreement 
shall not be construed so as to render the parties liable as 
partners, associates, or joint venturers or as creating a 
mining or other partnership or association. The terms of this 
letter agreement shall inure to the benefit of and be binding 
upon the parties hereto and their permitted assigns. None of 
the parties shall assign their rights or obligations hereunder 
without first obtaining written consent of the other parties 
hereto, which consent shall not unreasonably be withheld. 

If this letter agreement sets forth your understanding 
of the basic terms outlined in previous discussions on this 
subject, please indicate your acceptance by e x ecuting the 
copy of this letter agreement in the space indicated and 
return it to the undersigned. 

Very truly yours, 

~L~ 
Thomas H.' Schloss 

Dwight E. Lee 

ACCEPTANCE BY BRISCOE: 

Accepted this 714.. day of 
_tf?t~~ _______ , 1979. 

'------- ) ~ 
James A. Briscoe 
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APPENDIX ONE 

Project Disbursements and Bookkeeping 

1. All Project disbursements will be made under a 
"purchase order" system in the same manner as presently 
employed by Southwestern Exploration Associates, Inc. ("SEA"). 

2. During the initial phase of Project operations and 
until Project expenditures totaling $25,000.00 have been made, 
all Project expenditures in excess of $100.00 shall, prior to 
payment, be approved by James A. Briscoe; thereafter, Project 
expenditures in excess of $250.00 shall be approved by j ames A. 
Briscoe. 

3. Checks and drafts drawn against Project funds in 
the THL (Tombstone Heap Leach) Trust Account shall be signed 
either by James A. Briscoe or jointly by SEA's Bookkeeper, 
J.E. Talley, and its Business Service Manager, C.M. Dodson. 

4. Time and expense records for all employees of the 
Project (and for any employees of SEA who perform services 
for the Project) shall be kept in accordance with the "Day 
Timer" record keeping system presently employed by SEA. 

5. Bills. invoices and other supporting documents 
evidencing Project expenditures will be submitted to the 
Project management committee or group twice monthly for 
all services performed for the Project. 

6. The Project operator shall keep accurate books, 
records and accounts in accordance with standard record 
keeping procedures, and the books, records and accounts 
shall be made available for examination by parties having 
an interest in the Project during normal working hours at 
the Project office. 
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Ca:tegolty 

Powelt 

Wa:te.1t Line. 

PVC Fi:t:tingh 

SpltaYh 

Plteg Pond 

Lab 

Building 

Plan:t 

Tank 

Chemiealh 

Moving 

Labolt 

Manageme.n:t 

Mih e. 

APPENDIX'IWO 

TOMBSTONE 
Immedia:te Expe.nheh 

Ae:tivi:ty 

APS Hook-Up(Vepohi:t); 
Weh:t Side Wa:telt Pump 
Old '71 Min. Plan:t 
o 66-i.ee. 

Box & Me:telt Loop 
Elee:tltieian 

CabLe. 
Swi:teheh & Elee. Mi.h e. 

Pump pannel/lnh:talla.:tion 

3-ineh PVC;3,000 6e.e.:t 
Inh:talla:tion 

Quo:te Eh:tima:te 

$ 800 
2,400 

50 

$ 600 
500 

1,000 
500 

1 , 000 

2,250 
300 

Teeh, Mani6oldh, e:te. 100 

Viltee:tional Itunbiltdh 80 

Linelt & labolt 100 

Chemiealh 100 

Tltailelt(40X8')-2 mon:thh + $215 
Mon:thly lte.n:t=$135 500 

4-50 GPM 6il:te.It/lteeove.lty uni:th 2,500 

1350 gaLLon 350 

S:talt:t-Up hoLve.n:th & Ite.age.n:th 2,432 

Lab equipme.n:t & o66iee 1,500 

Le.aehing & eltuhhing 2,000 

Rf He.wLe.:t:t, e:t.aL. Sal/Expe.nheh 4,000 

RepOIt:th & hUPPOIt:t 900 

Pltoee.hhing, 6Iteigh:t, e.:te. 
6.650 

To:tal= $25,000 

1,038 
18,350 
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II. Crushing Durat"ionas a Function "of Crushing" Rate 

Rate 

200 
400 
600 

1000 
3000 

Tons per Day 
" 
" 

III. General Outline of Operations 

Duration 

250 months 
125 " 
83.3 " 
50 " 
16.7 " 

It is anticipated that the initial $25,000.00 provided 
by INVESTORS will be used to initiate and commence spray 
leaching operations. Any resulting cash flow and any remain­
ing part of the $25,000.00 will be used to lease a crusher 
to process certain parts of the heap, to verify the process 
and to determine what the cost will be based on the type of 
ore to be processed. After these results have been obtained 
and analyzed, a decision will be made by the Project manage­
ment committee or group to continue or to terminate the 
~rogram. The current estimate for the use of the initial 
~25,000.00 is set forth in paragraph I of this Appendix. If 
the Project continues, an additional $25,000.00 to $50,000.00 
will be used to sample the heap and, if the Project management 
committee or group deems it advisable, to increase the daily 
capacity of the heap. Results available at this time will 
be analyzed by the management committee or group and decisions 
will be made as to whether to continue or terminate the 
program. If the decision is made to continue, it is antici­
pated that the next step will be commencement of a plant for 
the leaching operation. Contributions made by INVESTORS or 
calls for additional funds will be used to: first, process 
the heap; second, further expand the crushing facilities; 
third, sample and drill the open pit potential; and fourth, 
secure mineral rights in the areas not as yet under lease to 
the Project, all subject, however, to approval of or change 
of such p lans by the Project management committee or group. To 
the exten t that the foregoing operations of the Project require 
additional funding, it is agreed that resulting cash flow from 
the Project shall be used therefor. 
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'" C~nsu'ltan ts in: 
E7f? 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 
• base & precious metals. uranium 

• coal. geothermal. environment 

• remote sensing. color aerial photography 

retation-image processing 

Worldwide Mobilization 

Southwestern 
Exploration Associates, Inc. 

Mr. & Mrs. Tom Schloss 
The Priory 
Pelham Manor, NY 10803 

Dear Harry and Tom, 

March 30, 1979 

James A. Briscoe, President 
Registered Professional 

Geologist 

It must be good to get home again after your travels! I 
hope all went well with your reservations at the Rancho del 
Rio and the Tac Room on Friday evening. 

Harry, enclosed is the list of addresses and phone numbers 
you requested over the phone. Please don't hesitate to call 
any of these people should a question or problem arise. 

We certainly enjoyed touring our offices with both of you on 
Thursday and hope you'll feel free to stop in and visit with 
us anytime. 

Sincerely, 

~
)/ . 
t~/) 

e ristine M. Dodson 
Mgr., Business Services 

CMD:jmp 
encl. 
P-4l8 
2150 



James A. Briscoe 
4500 E. Speedway, Suite 14 
Tucson, AZ 85712 . 

Trailer in Searchlight 

Mr. & Mrs. Richard F. Hewlett 
Nellie Cashman Apartments 
Cottage #2 
121 E. 5th 
Tombstone, AZ 

(602) 795-6097 

(702) 297-1605 

(602) 457-3828 

Alexis Briscoe Marketing Representative 
Mandelburg Investment Company (602) 881-1660 

Home Address: 
6550 E. Miramar Drive 
Tucson, AZ 85715 

Answering Service: (602) 886-0363 

Dana M. Slaymaker - Vice President, General Manager, S.E.A. Photography, Inc. 
5110 N. Camino Esplandora 
Tucson, AZ 85718 (602) 299-2747 

Chris Dodson - Manager, Business Services 
1501 E. Hedrick Drive 
Tucson, AZ 85719 (602) 795-4697 
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March 16 , 1979 

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 t~e Articles of Incorporation of SEA Hydromet, 
Inc. 

Your assistance with this matter is very much appreciated. 

PJF:gld 
Enclosure 

Sincerely yours, 

~ 
Patrick J. Farrell 

co: Southwestern Exploration Associates, Inc. 
Attn: Christine M. Dodson 



Consultants in: 
• Hydrometallurgical recovery 
• Heap and conventional leaching 
• Precious and base metals 
• Uranium/Vanadium 
• ngsten 

Jdwide Mobilization 

S.E.A. Hydromet, Inc. 

April 11, 1979 

Arizona State Land Department 
1624 West Adams 
Phoenix, Arizona 85007 

ATTENTION: Barbara, Land Case Examiner 

Division of 
Southwestern Exploration Associates 

4500 E . Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 

Richard F. Hewlen 
Vice President and General Manager 

Chemical Engineer 
Mining Engineer 

This letter is to register Mr. Thomas E. Waldrip, Jr. and Mr. 
Clark D. Green as authorized signatories for transactions be­
tween your office of the Arizona State Land Department and 
S.E.A. Hydromet, Inc. All future correspondence should be 
directed to the gentlemen. 

Thank you for your cooperation in this matter. 

~ __ %r~~~ Si.i ~e:elY, 

James A. Briscoe 
President 

JAB/sIr 
P-4l8 
2173 
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BARRY M. COREY 

JAY S. KIrTLE 

PATRICK J . FARRELL 

THOMAS A . STOOPS 

COREY & KITTLE. P. C. 
ATTORNEYS AT LAW 

April 17, 1979 

SEA Hydromet, Inc. 
4500 East Speedway, Suite 14 
Tucson, Arizona 85712 

Dear Jim: 

ATTENTION: James A. Briscoe 
Re: Issuance of :Common Stock 

RECEIVED APR 1 8 1979 

SUITE S09 TRANSAMERICA BUILDING 

177 NORTH CHURCH AVENUE 

TUCSON, ARIZONA 85701 

(602)882 -4994 

This is a reminder to let you know that the common stock of 
SEA Hydromet, Inc. should be issued some time in the near 
future. 

I am assuming t4at you have discussed this matter with Kyle 
DeFoor and that you have some idea regarding the manner in 
which the shares of the Corporation will be issued to you 
and Richard Hewlett. 

I would appreciate your contacting me in the near future so 
that I may arrange for the proper issuance of the shares of 
the common stock of the Corporation to you and Mr. Hewlett. 
Thank you for your assistance with this matter. 

Sincerely yours, 

Patrick J. Farrell 

PJF:ceg 
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APR 2 5 1979 

OPERATING AGREEMENT 

THIS AGREEMENT is made effective as of the ____ day of __________ _ 

1979, by and between: TOMBSTONE EXPLORATION INC., a Delaware corpora­

tion qualified to do business in the State of Arizona ("TEL"), and 

AUSTIN EXPLORATION & MINING CORPORATION, an Arizona corporation ("AEM"), 

both of which parties are hereinafter sometimes collectively referred to 

as the "parties." The parties have agreed that Southwestern Explora tion 

Associates, Inc. ("SEA") shall serve as the initial "Operator" (as 

hereinafter defined) and the execution of this Agreemen t by SEA shall 

serve as its agre ement so to act pursuant to the terms and conditions of 

this Agreement and subject to the rights and obligations afforded 

"Operator" hereunder. 

II I T N E SSE T II: 

WHEREAS, the parties own, or intend to acquire, as tenants 1n 

common the entire leasehold estate in and to certain patented and unpat­

ented mining claims owned by Tombstone Development Company ("TDC") all 

as mo re particularly described and defined in Section 1 as the "Initial 

Property Interests," a nd desire to participate in a program for further 

acquisition, exploration , development a nd mining of any or all of the 

minerals within the area defined in Section 1 as the "Area of Interest" 

and encompassing the Initial Property Interests and other areas within 

the Tombs tone Hining District, Cochise County, Arizona; 

NOli, THEREFORE, for and in consideration of the premises and the 

mutual covenants herein contained , the parties agree as fo llows: 

1. Definitions 

As used in this Agreement, the following terms shall have the 

meanings assigned to them in this Section 1: 

(8) "Operator" shall mean SEA, acting in that capacity as 

hereinafter provided and any successor Operator appointed hereunder. 

(b) "Non-Operators" shall mean TEL and AEM, together with 

their respective successors and assigns . 



(c) "Area of Interest" shall mean the following described 

area in Cochise County, Arizona: 

(i) approximately 85 patented and 18 unpatented lode 

mining cia ims owned by TDC to be leased to one or more of the 

parties, a more particular description of which claims is set forth 

1n that certain "Preliminary Draft of Lease Agreement" dated 

February 7, 1979, copies of which have been furnished to and 

examined by the parties hereto; 

(ii) any additional mining claims, mineral interests or 

mineral properties l eased, optioned, located or otherwise acquired 

by or on behalf of the parties, or either of them, or by or on 

behalf of the "Project," and which may be a part of, or an offset 

of, any mineralized deposi ts contained wi thin properties leased 

from TDC , including without limitation the claims or areas known as 

the Tombstone Ext ension, Tombstone Mineral Reserve and the State of 

Maine areas (it being understood that claims a nd properties within 

the State of Maine area are owned principally by the Escapule 

family and that the Project may find it to its advantage to enter 

into some type of a joint venture with the Escapules); and 

(iii) a ny potential porphyry copper targets in the Seth 

Horn and Robbers Roost areas leased, optioned, located or otherwise 

acquired by or on behalf of the parties , or either of them, or by 

or on be half of the "Project"; 

less any portions the reof as may, from time to time, be deleted there­

from pursuant to the surrender provisions of Section 8 below. 

(d) "Initial Property Interests" shall mean the leasehold 

interest of IILessee" created under that certain Lease Agreemen t dated 

________ , 1979, by and between TDC (as "Lessor") and _____ _ 

(as "Lessee") a Memorandum of which is or 

will be placed of record in the office of the Cochise County Recorder. 

(e) "Project" shall mean the joint program of acquisition, 

exploration . development and mining undertaken by the parties pursuant 

to this Agreement. 

(f) " Project Operations" shall mean all of the operations 

conducted for the parties by Operator under the provisions of this 

Agr eement . 

(g) "Project Properties" shall mean any lands or interests in 

lands (including the Initial Property Interests) now owned or hereafter 

acquired by any of the parties hereto within the Area of Interest less 

any such lands or interests therein as may, from time to time, be 

deleted there from pursuant to the surrender provisions of Section 8 

below. 

(b) "Operating Committee" shall mean the committee provided 

in Section 5 consisting of representatives of each of the parties. 

(i) "Plan" or "Plans " s hall mean a plan or plans adopted by 

the parties pursuant to the provisions of Section 4. 

(j) "Exploration" or "Exploration Operations" when used 

herein shall refer to the activity or work of prospecting and searching 
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for ores and minerals on, in or under the Project Properties and drill­

ing. examining, measuring and sampling a mineral deposit when found to 

gain knowledge of the size, shape, position and characteristics to 

determine the value of the deposit and all other activity or work per­

formed outside a Development Block. 

(k) "Development" or "Development Operations" when used 

herein shall mean any and all operations con"ducted on or in connection 

with a Development Block. 

(1) "Development Block" shall mean such portions of the 

Project Properties so designated as he r e inafter provided after determi­

nation has been made that minerals are present therein of sufficient 

quantity and quality to war r ant development. 

(m) "Committing Party" shall mean the party or parties who 

have elected to participate 1n the costs incurred 1n any operation 

conducted pursuant to an effective Plan. 

(n) "Non-Committing Party" shall mean the party or parties 

who have elected not to participate in the costs incurred in any opera­

tion conducted pursuant to an effective Plan. 

(0) "Joint Account" shall mean the accounts and records 

maintained for the parties by the Operator for the purpose of accounting 

for and apportioning contributions, costs and credits with respect to 

the Project and Project Opera tions. 

(p) "Accounting Procedure" shall mean the Accounting Pro­

cedure a ttached hereto as Exhibit A. 

2. Title Examination and Lo ss of Leasehold or Interest 

If for any reason title to the Initial Property Interests or 

any interests hereafter acquired fail or are lost in whole or in pa rt, 

such loss shall be the joint loss of the parties and shall be borne by 

the parties in proportion to their int eres ts owned in the Project. 

3. Interest of the Parties 

(a) The parties shall initially own, as of the effective date 

of this Agreement, the following undivided interes ts in the Project and 

in and to the Project Properties: 

Party 

AEM 

TEl 

Undivided Interest 

70% 

30% 

(b) Unless this Agreement sooner terminates pursuant to the 

provisions of Section 24 below, the undivided interest of TEl in and to 

the Project and in and to the Project Properties shall increase in 
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relation to the amounts initially contributed by TEl to the Project, and 

the interest of AEM shall decrease in a corresponding amount, pursuant 

to the following schedule: 

Cumulative Funds 
Furnished to the 

Project by 
Till· 

$ 75,000.00 
$100,000.00 
$125,000.00 
$150,000.00 
$175,000.00 
$200,000.00 

Undivided Interest of 
Till 
35% 
40% 
45% 
50% 
55% 
60% 

*Cumulative Funds shall include all funds hereto­

fore contributed by Till and by its predecessor 

in interest pursuant to that certain letter 

agreemen t dated March 7, 1979 between Thomas H. 

Schloss and Dwight Lee (predecessors in interest 

to TEl) and James A. Briscoe. 

The rights, obligations and elections by TEl to provide any such funds 

(and obtain the corresponding undivided interest) are all more particu­

larly se t forth in subparagraph (cl of this Section 3. 

(c) TEl shall have the right, at its election , to provide the 

initial funds to the Project up to and including a total of $200 ,000.00 

and, by so doing , to earn an undivided interest in the Project and the 

Project Properties in the percentage set fort h in subparagraph (b) 

above, all in accordance with the following: 

(i) The Project shall make calls a t intervals no more 

frequent than twenty (20) days pe r call, all subject, however, to 

the provisions of subparagraph (v) below; 

(ii) Contributions may be advanced by TEl at such other 

intervals as it may choose, whether or not the sums advanced are 

needed at the time of contribution and whether or not a Plan is in 

effect which would require such sums , al l to the end that TEl shall 

maintain the right at its election to complete all or s uch portion 

of the cumu l ative investment as it may elect, thus enti tling it to 

TEl's undivided interest set forth in subparagraph (b) above; 

(iii) Unless AEM otherwise ag rees in writing, the 

failure of TEl to make contributions within the schedule set forth 

in subparagraph (b) above shall terminate the right of TEl to 

thereafter acquire an additional percentage of undivided interest 

by making such additional contributions; 

(iv) If TEl either elects not to make further contribu­

tions or if Till loses the right to make further contributions, the 

undivided interest of TEl shall thereafter remain at the percentage 

specified in subparagraph (b) above, all subject, however, to the 

withdrawal and dilution provisions of Section 11 below; 

(v) Anything in subparagraph (i) through (iv) to the 

contrary notwithstanding, until such time as TEl has made the total 

cumulative contributions described in subparagraph (b) of this 

Section 3 or has forfeited its right to make further contributions, 
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major Project decisions including, without limitation, those relat­

ing to cash cal l s. payments to equity owners from cash floW' . 

pursuing further exploration targets, acquisition of additional 

lands or mineral interests, expenses for plant or facility expan­

sion , and decisions concerning termination or discontinuance of all 

or a portion of the Project Operations will require the unanimous 

approval of the Operating Committee; and 

(vi) If TEl acquires less than a 50.1% undivided 

interest, and if the Project or if AEM e lects to proceed to obtain 

additional outside funding in excess of $200,000.00, it is agreed 

and understood by TEl that its undivided interest in the Project 

may be subject to further reduction (which r educ tion shall not 

reduce the undivided interest of\ TEl to less than the percentage 

that contributions made by TEl plus TEl's share of Project proceeds 

used for Project Operations bears to the total amount contributed 

to the Project); provided, however, that if TEl's undivided 

interest in the Project is thus reduced to 10% or l ess , TEl shall 

be obliged to r e linquish its undivided interest to the other 

parties to the Project in return for a 10% "Net Profits Interest" 

as described in Section ll(c) below. 

(d) From and after the time that TEl's undivided interest has 

been determined under subparagraph (c) of this Section 3, the costs 

incurred and production developed under this Agreement shall be paid and 

s hared by each of the parties as its interest exis ts at the time such 

costs are incurred or production 1s obtained. 

4. Project Plans 

Subject only to the provisions ot Section 3(c), Project 

Operations hereunder shal l be performed pursuant to Plans adopted by the 

parties from time to time after submittal by Operator of proposed Plans 

to the parties, it being understood that Plans leading to the diligent 

operations of the Project will be proposed at reasonable intervals 

during the term of the Project. In the event Operator fails to timely 

propose a Plan, a Plan is not approved as proposed, or more than six (6) 

months have elapsed since completion of the previous Plan without 

Operator proposing a subsequent Plan, then a Non-Operator may propose a 

Plan to the par ties and to the Operator. A Plan or proposed Plan shall 

describe work to be performed, set forth estimates of costs to be 

incurred in carrying out the work, and give an estimated period of time 

to perform the work. Prior to such time as TEl ' s undivided interest has 

been determined pursuant to Section 3 above . any such proposed Plan 

shall not encompass operations for a period exceeding sixty (60) days 

nor shall the total expenditures proposed in any single Plan exceed 

$25,000.00. Thereafter, unless prior written approval is obtained from 

the parties, no proposed Plan shall encompass operations for a period 

exceeding three (3) months nor shall the total expenditures proposed in 

any single Plan exceed $500,000.00 . No Plan shall combine Development 

Operations with Exploration Operations . 
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(a) Plans proposing Exploration shall be submitted separately 

from Plans proposing Development Operations and each such Exploration 

Plan shall be for a period of not less than two (2) months nor more than 

six (6) months , and shall call for an estimated expenditure -not to exceed 

$..-50,000.00. Unless otherwise agreed by the parties, only one 

Exploration Plan shall be carried out at one time. 

(b) The Initial Plan proposing Development Operations shall 

designate an area as a Development Block within which all operations 

proposed by the Plan shall be conducted. Thereafter, additional 

Development Plans within a designated Development Block may be proposed. 

Each time a Plan for Development Operations is proposed on lands not 

included within a designated Block, a new area shall be designated as a 

Development Block for such lands unless all of the parties agree to add 

such additional l ands to an exis ting Development Block. 

(c) Until such time as Project expendi tu res exceed 

$200,000.00, each party shall confirm to Operator and the other party in 

writing within seven (7) days after rece ipt of a Plan ap proved by the 

Ope rating Commi ttee, evidencing its approval or disapproval of the 

proposed Pl an. Thereafter, each party shall confirm to Operator and the 

other party in writing within thirty (30) days after r eceip t of a pro-

posed Plan, its approval or disapproval of the proposed Plan. Failure 

to reply shall constitute an election not to commit to the Plan. No 

Plan shall become effective without the approval of both parties until 

such time as either (i) contributions by TEl total $200,000.00; or 

(ii) TEl's undivided interest is finally determined as provided in 

Section 3 above. Thereafter, if any party or pa rties elect not to 

commit to such Plan, such Plan shall not become effective nor be carried 

out unless a party or parties owning not l ess than an undivided 50.1% 

interest in the Project committing thereto elects to proceed with the 

Pl an for their own account. 

5. Operating Committee 

An Operating Committee comprised of two representatives of 

each of the parties shall be established. Each party may designate one 

or more alternates to serve in the absence of each of the designated 

representatives. The names of the designated representatives and of any 

alternates shall be filed in writing with the Operator. Each represen­

tative shall have a vote equal to 'one-half of that percentage interest 

owned by the party which he represents. Except as otherwise specifi­

cally provided in this Agreement, decisions of the Operating Committee 

shall require the approval of those representatives r epresenting a 

majority interest in the Project. Meetings of the Operating Committee 

may be held by telephone and may be called by the Operator or by the 

representative of any of the parties. The Operating Committee shall 

meet at no less than semi-annual intervals at the Project's operations 

office (it being anticipated that such office shall be located either in 

Tombstone or in Tucson, Arizona). A party may change its representative 

(or any alternate representative) by notice to the Operator and to the 
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.. 
other parties in writing. All decisions relating to the time and manner 

of distribution of Proj ect proceeds shall be made by the Operating 

Committee. Subject to the provisions of Section 3, any calls upon the 

parties for funds or advances to the Project shall also be made by the 

Operating Committee. All reports from Operator shall be directed to all 

of the members of the Operating Committee. 

6. Access to Premises 

Non-Operators shall have access at their sole risk to the 

Project lands and Project Properties at any reasonable time to inspect 

any Project Ope r ations, t ogether with the right to inspect all drilling 

data, samples . cores, logs, and all other data pertaining to the Project 

obtained by Operator while conducting the Project Operations and upon 

reasonable request from Non-Operators, Operator shall be obligated to 

furnish directly to Non-Operators copies of all logs, assay reports, 

maps, feasibility studies, production records and other documents per­

taining to the Project . 

7. Land Acquisition 

All interest heretofore acquired by the parties hereto or 

their agents within the Area of Interest shall be subject to the terms 

of this Agreement. Any interests within the Area of Interest hereafter 

acquired shall be acquired by th e Project purs uant to a Plan or pursuant 

to the consent of all of the Non-Op e rators and the acqui s ition costs 

shall be Project costs. In the event any party hereto proposes to 

acquire any additional l ands or mineral rights within the Area of 

Interest, such party shall notify the other parties of such proposal by 

written notice setting forth in s uch notice a description of the lands 

or interests, costs of acquisition. and the facts upon which the pro­

posing party bases its conclusions that s uch l a nds should be acquired by 

the Project. Operator shall not acquire any interest within the Area of 

Interest for its own account without first obtaining the prior written 

approval of all of the parties. 

8. Surrender 

Except as h e r einafter provided, no interest in any of the 

Project Properties shall be surrendered , in whole or in part, without 

the consent of all parties. Whenever any party desires to surrender all 

or any portion of its interest in any Project Properties, it shall give 

notice thereof, in writing, to the o ther parties. Any party receiving 

such notice shall have the right to e lect by notice in writing to the 

notifying party wi thin fifteen (15) days thereafter to take from the 

party desiring to surrender an assignment without warranty, express or 

implied, of the interest desired to be surrendered . Any party so 

electing shall pay the party desiring to surrender its share of the 

salvage value of any salvable materials and equipment then located or 

used in conQection with the Project Properties covered by such interest . 

After assignment is made, the assigning party shall be relieved from all 

-7-



obligations thereafter accruing with respect to the interest so 

assigned; and such interest shall no longer be subject to this Agree­

ment. If more than one party so elects, and the assignment is to more 

than one party, the interest so assigned shall be apportioned among the 

assignees in proportion to their respective participating interests. If 

no party elects to take assignment within such period, the parties shall 

proceed to take the necessary s teps to surrender the Project Properties 

covered by the interest desired to be surrendered. 

9. Operator's Powers and Rights 

In accordance with the terms and conditions of each effective 

Plan, Opera tor shall have full t complete and exclusive control t charge 

and supervision of the Proj ec t Properties and the personal property 

included in the Project and all Proj ec t Operations conducted thereon. 

Operator shall conduct Project Operations to the best of its ability and 

in accordance with the terms and conditions of each effective Plan using 

mode rn techniques and good and economical mining practice . All opera­

tions shall be conducted with due regard for the development and preser­

vation of said Project Properties and Project capital and in keeping 

with applicable federal, state and local laws and ordinances and regula­

tions . Operator shall conduct its operations hereunder as an i ndepen­

dent contractor and all work performed and equipment furnished by 

Operator shall a t all times be in Operator's direct control and super­

vision. Pursuant to the provisions of each Plan, Operator shall selec t 

the means, manner and method of performing Project Op e rations. Operator 

shall abide by directions from the Operating Committee as to the end 

results to be accomplished, but Operator shall assume the sole res pon­

sibility for directing its employees and equipment as to the manner and 

means of accomplishing the same . Operator assumes all liability for , 

and agreea to defend , indemnify and hold the parties harmless, from and 

aga inst any and all demands and any liabilities sought to be imposed 

upon the parties, and from and against all loss, damage, personal injury 

(including death), and costs and expenses a rising from conduct by 

Operator of its operations hereunder. 

10. Opera tor's Duties and Obligations 

Operator shall have, among others and without limitation, the 

following specific duties and obligations: 

(a) to manage, direct and control all Project Operations in 

and under the Project Properties in a prudent workmanlike man ner and in 

accordance with the terms and conditions of each effective Plan, each 

instrument under which interests in the Project Properties were 

acquired, and all applicable laws, ordinances and regulations, including 

without limitation, those pertaining to mining claims and mining opera-

tions. Operator shall, before incurring total expenditures not 

previously included 1n an effective Plan in excess of $1,000.00 of the 

amount of such Plan, secure the approval of the Operating Committee. 
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(b) to keep true and correct books, accounts and records of 

operations hereunder and to permit at all reasonable times the inspec­

tion, examination and auditing thereof by Non-Operators, to submit 

monthly financial statements, and to submit to summaries of Operating 

Plans and projections to the Operating Committee; 

(c) to keep the Project Properties free from liens and encum­

brances occasioned by its operations hereunder, except only the lien 

hereinafter granted to Operator; 

(d) to furnish the Operating Committee on or before the 20th 

day following the close of each calendar month with a statement of 

minerals produced from the Project Properties and the proceeds thereof, 

if sold through Operator during the preceding calendar month; 

(e) to pay for the Joint Account of the Parties, on produc­

tion sold from the Project Properties, all royalties payable under the 

terms of each lease or agreement and charge the same to the Joint 

Account, as provided in the Accounting Procedure, a copy of which is 

attached hereto as Exhibit A; 

(f) to pay all costs, expenses and liabilities accruing or 

resul ting from Project Operations and to account to Non-Operators in 

accordance with the provisions of the Accounting Procedure; 1n the event 

the t e rms of the Accounting Procedure conflict with any of the provi­

sions he reof , this Agreement shall be de emed to control; 

(g) to account for any inc ome received for the Joint Account 

and to distribute the same as directed in writing from time to time by 

the Operating Committee, to the extent such income exceeds each such 

party's pro-rata share of ope rating capital requirements; 

(h) to furnish the Operating Committee within twenty (20) 

days following the close of each calendar month with a summary of opera­

tions conducted during the preceding calendar month. 

11. Voluntary Withdrawal; Failure to Commit to Plan; Dilution 

(a) Any party hereto shall have the right to voluntarily 

withdraw from the Project or from any Development Block and terminate 

its interest therein prior to t e rmination of the Project by giving 

written notice of s uch withdrawal to the other party or parties. In the 

case of such a voluntary withdrawal, all of the rights and obligations 

of the withdrawing party under this Agreement or under the portion of 

the Project Properties constituting such Development Block shall 

terminate as of the date of the giving of notice of such withdrawal; and 

all right, title and interest of the withdrawing party in and to Project 

Properties or the applicable Development Block portion thereof shall be 

deemed to have been transferred automatically to the non-withdrawing 

parties in undivided interests in the same proportion as the respective 

interests of such non-withd rawing parties in the Project or in the 

applicable Development Block at that time bear to each other; provided, 

however, that: (i) the withdrawing party shall remain liable for all 

amounts chargeable to it with respect to any Plan to which it is 

committed, including costs incurred pursuant to such Plan after the 

-9-



effective date of the withdrawal but not in excess of the most recent 

cost estimates committed to, or ap proved by, such withdrawing party; and 

(ii) the withdrawing party shall remain obligated to execute and deliver 

such instruments as may be necessary to formally effect the transfer of 

its interest in the Project and in the Project Properties, or the 

applicable Development Block portions thereof, to the non-withdrawing 

parties. A withdrawing party shall be furnished with data acquired in 

connection with Project operations prior to withdrawal but shall not, 

other than under the provisions of this Agreement, conduct or become a 

part of any exploration program or prospecting venture nor obtain any 

interests within the Area of Interest for a period of two (2) years from 

the ac tual date of its withdrawal and for such period shall hold confi­

dential any information acquired pursuant to this Agreement. 

(b) Any party hereto who has elected not to commit itself to 

a proposed Development Plan which becomes an effective Project Plan 

shal l not, for that reason alone, be deemed to have withdrawn from the 

Project , but such Non-Committing Party shall be de emed to have relin­

quished to the Com~itting Parties its s hare of any production from such 

Development Block, or the proceeds therefrom, until such time as the 

Committing Parties have recovered from the Non-Committing Party's share 

of production an amount equal to the total of the following or, in the 

al ternative, the Non-Committing Party has paid to the Committing Parties 

in the same proportion as the respective interests of the Committing 

Parties at that time bear to each other an amount equal to the total of 

the following: 

(i) 300% of that portion of all Exploration Operations 

costs and expenses that would have . been chargeable to the 

Non-Committing Party had it and all the other parties hereto par­

ticipated from the beginning in the Development Plan, plus 

(ii) 200% of that portion of Development Operations 

costs and expenses that would have been chargeable to . the 

Non-Committing Party, had it and all other parties participated 

from the beginning in the Development Plan, during the period prior 

to the time the Non-Committing Party's relinquished interest in 

production shall revert to it under the provisions of this 

subparagraph (b), plus 

(iii) 150% of the Project's royalty, overriding royalty 

and other l ease burdens, if applicable, and the production taxes 

accruing on and with respect to the ores received by the Committing 

Parties and a ttributable to the share of production relinquished by 

the Non-Committing Party; 

provided, ~. that unless the Committing Parties have recovered the 

amount equal to the total of (i) plus (ii) plus (iii) within six (6) 

months from the completion of the Development Plan or unless within such 

six-month period the Non-Committing Party has paid such total amount to 

the Operator for the collective account of the Committing Parties, the 

interest of the Committing Parties thereafter shall be subject to the 
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dilution provisions of subparagraph (c) of this Section 11. At any time 

prior to completion of a Development Plan, the Non-Committing Party may 

notify Operator and the Committing Parties in writing of its election to 

commit to the remainder of the Development Plan and may thereafter 

participate in operations under the Development Plan by paying to the 

collective account of the Committing Parties the full amount in cash 

that the Committing Parties would have recovered under (i), (ii) and 

(iii) above for actual expenditures made under the Plan through the 

current accounting pe riod as provided in the Accounting Procedure. The 

Non-Committing Party shall receive credit for any amount which the 

Committing Parties have recovered from the Non-Committing Party's share 

of production from the applicable Development Block through the same 

accounting period. 

(c) In the event the Non-Committing Party has not paid or 

received credit for the amounts described in (i), (11) and (iii) of 

subparagraph (b) above within the six-month period provided the rein, the 

Non-Committing Party's undivid ed interest in the Development Block shall 

be reduced to that percentage of the entire undivided interest the rein 

tha t the Non-Commi t ting Party's expendi tures to such da te bear to the 

total Development Block expenditures to such date, and such 

Non-Committing Party shall have no right thereafter to participate in 

further Plans with respect to such Development Block. In a like manner, 

at the completion of each Development Plan thereafter, the interest of 

the Non-Committing Party shall be diluted to the pe rcentage that its 

Development Block expenditures bear to the total Project expeditures; 

provided that if such Non-Committing Party's undivided interest in the 

Development Block is reduced to 10% or less, such Non-Committing Party's 

undivided interest in and to the Development Block and in and to the 

Project Properties constituting the same shall t erminate subjec t only to 

the retension by the Non-Committing Party of a non-working 10% "Net 

Profits Interest" (as described in Exhibit B attached hereto and made a 

part hereof) in and to the proceeds, if any there be, taken by the 

Committing Parties, their successors or aSSigns, from the Project 

Properties constituting such Developmen t Block (as such Project 

Properties exist as of the date of such termination). 

12. Transfer of Interest 

(a) Should any party desire to dispose of part or all of its 

interest in this Agreement, such party shall advise the other party in 

writing of its desire and of the terms and conditions of such desired 

disposi tion including the consideration in lawful money of the United 

States or its equivalent which it is willing to accept for such interest 

together with all other pertinent terms and conditions of such dispo­

sition and tbe facts on which the transfering party based its calcu­

lations. Within thirty (30) days after receipt of such written notice, 

the other parties shall have the option of acquiring the interest 

proposed to be disposed of on the terms and conditions and for the 

consideration proposed. If more than one of the other parties elect to 
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exercise such option, the acquisition shall be pro-rated according to 

each such other parties' interest in the Project. If the interest 

offered to be disposed of by disposing party is not so acquired by the 

other parties within the time provided, the disposing party s hall have 

the right for a period of ninety (90) days from the expiration of the 

aforementioned thirty-day period to dispose of such interest to any 

third party or parties upon substantially the same terms and conditions 

and for a consideration no greater than specified in such notice; 

provided, however, that such interest may not be disposed of unless the 

purchaser, concurrently with said sale and purchase, delivers to the 

other parties a written and enforceable assump tion by the purchaser of 

the obligations of the disposing party under this Agreement; provided 

further, however, that if the initial notice given by disposing party to 

other parties does not identify the prospective purchaser of such inter­

est, the party to whom disposition of such interest is intended to be 

made must first be approved in writing by other parties, which approval 

shall not be unreasonably wi thheld. If such interest is not disposed of 

within such ninety-day period, it must first be re-offered to the other 

parties prior to any s ubsequent disposition thereof . 

(b) The right of first refusal granted in subparagraph (a) of 

this Section 12 shall not ap ply to any interest in this Agreement 

through merger, reorganization, consolidation, dissolution or where a 

party assigns its entire interest in this Agreement to a parent corpo­

ration or to a wholly owned subsidiary , but any s uch transaction shal l 

not be valid until writ ten notice thereof h as been delivered to the 

other parties, together with a written and enforceable assump tIon by 

receiving person of the obligations of disposing party under ~his Agree­

ment as they relate to the interest so acquired. 

(c) The right of first refusal granted in subparag raph (a) of 

this Section 12 shall not apply to any mortgage, pledge or hypothecation 

by the disposing party of all or any portion of its interest in this 

Agreement and in the Project .Properties; but it is understood that such 

mortgage, pledge or hypothecation is and shall be made expressly s ubject 

to this Agreement and made subject to the condition that on any realiza­

tion of the security, any person thus acquiring an interest shall 

deliver to other parties a writ ten and enforceable assumption of the 

obligations of disposing party under this Agreement as they relate to 

the interests so acquired , and any such mortgage, pledge or hypothe­

cation shall not be valid until written notice thereof has been 

delivered to the other parties. 

(d) Except as provided in Sections 8 and 11 and in this 

Section 12, no disposition of any interest shall be made by any party. 

13. Insurance 

Operator shall carry or maintain for the benefit and at the 

expense of the Joint Account the insurance coverage set forth in 

Exhibit C attached hereto and made a part hereof naming as additional 

insureds each of the parties, as their interests may appear. 
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14. Term 

Subject to the rights of surrender and withdrawal as herein 

provided and unless sooner terminated or further extended by mutual 

agreement, this Operating Agreement shall remain in force and effect so 

long as the Project Properties are jointly owned by the parties and 

thereafter until all materials, supplies and equipment have been 

sal vaged a nd disposed of and a final accounting has been made between 

the pa rties. 

15. Di sposit ion of Production 

Each of the parties shall have the right to take in kind or 

separately dispose of its proportionate share of all ores and minerals 

produced from the Project Properties in such form as the Operating 

Committee deems appropriate and convenient . Any extra expenditures 

incurred by reason of the taking in kind or separate disposition by any 

parties of their proportionate share of said ores and minerals so pro­

duced shall be borne by each such party and each su ch party shall be 

required to construct, operate and maintain, all at its own expense, any 

and all facilities which may be necessary to receive, store and dispose 

of its share of production a t the rate it is produced. In the event any 

party shall fail to make the arrangements necessary to take in kind or 

separately dispose of its proportionate share of said ores and minerals , 

such party shall be solely liable to the other party for any costs 

incurred by the Operator or by the Project in preserving or storing such 

proportionate share. With the prior written consent of a party, the 

Operating Committee may enter into a sales contract for such party's 

proportionate share of ores and minerals produced; provided that all 

contracts of sale for any such party's share of ores a nd minerals pro­

duced shall be only for s uch reasonable periods of time as are consis­

tent with the minimum needs of the industry under the circumstances, but 

in no event shall any such contract be for a period in excess of' one 

year . If any party is not taking its share of such ores and minerals in 

kind, any proceeds received by the Project for such party shall be 

distributed or accounted for quarterly to such party; provided, however, 

that Operator shall be entitled to retain and apply any proceeds of 

production accruing to any party hereto on any unsatisfied expenses 

chargeable against such party as herein provided. In case of any 

adverse claim, dispute or question as to the right to receive the pro­

duction or proceeds deliverable to or payable to any party under this 

Agreement, the Operating Commi ttee shall not be required to make 

delivery or payment thereof under this Agreement until final disposition 

of such claim, dispute or question and the Operating Committee may 

withhold delivery or payment thereof and, in the case of payments, 

deposit the same in a separate account until the Operating Committee is 

furnished with the original or certified copies of an instrument dispos­

ing of such claim or dispute or until delivery to the Operating 

Committee of proof sufficient in the opinion of the Project's counsel to 

settle the same, in which event the Operating Committee shall make 
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payment of the amounts so deposited in accordance with the instrument or 

proof so furnished. All costs incurred by the Project in stockpiling, 

selling or otherwise disposing of production so withheld shall be a 

charge against the Non-Operator whose right to receive the same has been 

so disputed or questioned. 

16. Taxes 

Operator shall pay for the Joint Account, as the same become 

due and payable, all taxes levied or assessed against the Project 

Properties and the production therefrom and against all personal prop­

erty acquired in operations hereunder including, but not limited to, ad 

valorem, production, severance, sales, use and like taxes; provided that 

the Operating Committee or any of the parties shall have the righ t to 

contest in the courts or otherwise, the validity or amount of any such 

taxes if It deems the same unlawful, unjust, unequal or excessive and to 

take such other steps or proceedings as it may deem necessary to secure 

a cancellation, reduction, readjustment or equalization thereof before 

the same shall be required to be paid. 

17. Renta l s and Other Obligations 

Operator shall pay from the Joint Account any and all delay 

rentals and other rentals, if any , which may become due and payable on 

the Project Properties. Operator agrees to fo llow good and customary 

practices in the matter of administrating said payments and to do all 

work necessary and make all payments necessary within the time required 

by any instrument under which interests in the Project Properties were 

acquired and to do whatever else is necessary to maintain the interests 

of the parties in the Project Properties and charge the Joint Account 

for the same. 

18. Operator's Li en 

Non-Operators hereby grant to Operator a lien upon their 

respective interests in the Project and the Project Properties and in 

the jointly owned equipment and other property and upon their interests 

in all production as security for payment of costs chargesble to them, 

together with any interest payable thereon. Operator shall have the 

right to bring any action at law or in equity to enforce collection of 

such indebtedness with or without foreclosure of such lien. In addi­

tion, upon default by a Non-Operator in the payment of costs chargeable 

to it, Operator shall have the right to collect a nd receive from the 

purchaser or purchasers thereof the proceeds of such defaulting 

Non-Operator I s share of production up to the amount owing by such 

Non-Operator plus interest at the rate of 12% per annum until paid; each 

such purchaser shall be entitled to rely on Operator's statement con­

cerning the existence and amount nf any such default. 
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19. Change of Operator 

Operator may resign from its duties and obligations at any 

time upon written notice of not less than 180 days given to 

Non-Operators. If Operator shall become bankrupt, subject to compliance 

with requirements of Section 12 hereof, it shall cease to be Operator 

without need of any further action other than selection, by the 

Operating Committee, of a successor operator. The Operating Committee 

may, at any time, discharge the Operator upon no less than thirty (30) 

days' prior written notice by a vote of the Operating Committee's repre­

sentatives holding a majority in interest in and to the Project. If any 

Non-Operator shall at any time consider that the Operator is in default 

of performance of any of its duties and obligations hereunder, such 

Non-Operator shall give the Operator and other Non-Operators written 

notice thereof setting forth in detail the matters wherein default is 

claimed. If, within thirty (30) days from its receipt of such notice, 

Operator does not either correct the matters of which complaint is made 

or show cause why such matters do not constitute a default, then there­

after, by the vote of o ne or more Non-Operators then owning a majority 

of the interest in the Project, upon a finding of such a default of 

Operator and that the default is continuing, remove the Operator and 

select a successor. The Operator, upon ceasing to act in such -capacity 

for any reason, shall deliver to its successor the custody of all of the 

assets, records, books and other property, hoth real and personal, of 

the Project and shall not acquire. nor consult upon, any mineral prop­

erties within a distance of five (5) miles from the exterior boundary of 

the Project Properties. The successor Operator shall assume the respon­

sibilities and duties of, and shall have the rights granted to, the 

Operator pursuant to this Agreement. 

20. Relationship of the Parties 

It is understood and agreed between the parties that the 

ownership in the Project Properties and the personal property located 

thereon shall be and is as tenants in common, and the liability of the 

parties shall be several and not jOint or collective. It is not the 

purpose or intent of this Agreement to create, and same shall never be 

construed as creating, a joint venture, mining partnership, commercial 

partnership or other partnership relation. Each party shall be respon­

sible only for its obligations as herein set forth and shall be liable 

for its proportionate share of the cost of developing and operating the 

Project Properties. Each of the parties elects to be excluded from the 

application of all of the provisions of Sub-Chapter K of Chapter I of 

Subtitle A of the Internal Revenue Code of 1954, and the Operating 

Committee is hereby directed and hereby agrees to file such elections 

with appropriate partnership returns for the first year in which this 

Agreement is in effect. 

-15-



21. Laws and Regulations and Force Majeure 

(a) This Agreement shall be subject to all valid and applic­

able laws and official rules and regulations; and, in the event this 

Agreement or any of the provisions hereof or the operations contemplated 

hereby are found to be inconsistent with or contrary to any such valid 

laws or official rules or regulations, the latter shall be deemed to 

control and this Agreement shall be regarded as modified accordingly 

and, as so modified, to continue in full force and effect. 

(b) In the event of Operator being rendered unable wholly or 

in part, by force majeure applying to its operations, to carry out its 

obligations under this Agreement other than to make payment of amounts 

due hereunder , it is agreed that the obligations of the Operator 90 far 

as they are affected by such force majeure shall be suspended during the 

continuance of any inability so caused. but for no longer period; and 

such cause shall, so far as possible, be remedied with all reasonable 

dispatch. The term "force majeure," as employed herein, shall mean acts 

of God, strikes, lock-outs or other industrial disturbances, unavoidable 

accidents, uncontrollable delays in transportation , inability to obtain 

necessary materials in open market, any state or federal laws, 

regulations or other matters beyond the reasonable control of the 

Operator, whether similar to matters herein specifically enumerated or 

not; provided , however, that performance shall be resumed within a 

reasonable time after such cause has been removed; and provided further 

that the Operator shall not be required against its will to adjust any 

labor dispute or to question the validity of or to refrain from judici­

ally testing the validity of any state or federal order, regulation or 

law. This Agreement shall not terminate while operations hereunder are 

prevented by reasoo of any cause in this subparagraph. 

22. Notices 

For the pu rpose of receiving notices as required by . this 

Agreement, the parties designa t e the follow1ng addresses and notices 

shall be deemed given upon deposit thereof in the United States mail, 

certified or registered, postage prepaid: 

If to TEl: 

If to AEH: 

If to Operator: 

Tombstone Exploration, Inc. 
1700 Broadway 
New York , New York 10019 

Austin Exploration & Mining Corporation 
4500 East Speedway Boulevard , Suite 14 
Tucson, Arizona 85712 

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

which addresses may be changed upon written notice given as as above set 

forth. 
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23. Information to Parties; Confidentiality 

Operator shall keep Non-Operators informed, at reasonable 

intervals, of the progress and results of Project Operations performed 

hereunder . Except as otherwise provided in this Agreement, each party 

agrees that, without written consent of the other party first granted, 

it will treat as confidential and prevent disclosure to any third 

parties of any geological or geophysical or other technical information 

and data relating to the Project Properties or operations undertaken 

pursuant to this Agreement. This obligation shall be a continuing one 

throughout the term of this Agreement, notwithstanding such party may 

have ceased to be a party to this Agreement before its termination . 

While this Agreement is in effect, no party hereto shall, without the 

express written consent of the other parties. disclose any information 

it may obtain , with respect to the results of Project Operations 

conducted hereunder nor issue any press releases concerning the 

Project's operations, except where counsel for such party renders a 

written opinion that such disclosure is required by applicable govern­

mental statute or regulation. In such latter event, copies of the 

opinion and the text of the proposed disclosure or release shall be 

furnished to the other parties and at least fifteen (15) days prior to 

such disclosure or release. Nothing contained herein shall prohibis 

disclosure by a party to consultants or advisors employed by such party, 

provided that any such information shall be treated as confidential and 

proprietary by the consultant or advisor so retained. 

24. Termination; Furnishing of Data 

Each party shall, as soon as possible following termination 

pursuant to Section 14 hereof, complete the discharge of all of its 

proportional share of accrued or outstanding obligations to the other 

parties or to third parties incurred under this Agreement and not pre­

viously met. Any party, upon termination and upon discharge of. the 

above mentioned obligations, may , if it so chooses , quitclaim to the 

other parties its interest in the Project Properties, or in any portion 

thereof . Upon termination of this Agreement, each of the parties shall 

be entitled to all information acquired under the Project , including 

copies of all maps , data and reports which can be reproduced and which 

have not theretofore been furnished. 

25. Readings for Convenience Only 

The headings used in this Agreement are for convenience only 

and shall be disregarded in construing this Agreement. 

26. Miscellaneous 

(a) This Agreement, and all of the provisions hereof, shall 

inure to the benefit of, and be binding upon, not only the parties but 

also their respective successors and permitted assigns. 

(b) Each party agrees to execute such deeds, assignments, 

endorsements and other instruments 'and evidences of transfers , give such 
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further assuranceS and perform any acts which are or may become neces­

sary or appropriate to effectuate and carry out this Agreement. 

(c) Each party hereby waives any and all rights of partition 

it may have with respect to the Project Properties for so long as this 

Agreement is in effect. 

IN WITNESS WHEREOF, the parties hereto have duly executed this 

Agreement effective as of the date first above set forth . 

TOMBSTONE EXPLORATION, INC. 

By _________ _ 

AUSTIN EXPLORATION & MINING CORPORATION 

By _____________ ___ 

This shall serve to acknowledge that SOUTHWESTERN EXPLORATION 
ASSOCIATES, INC. ("SEA") as the initial Operator under the preceding 
Operating Agreement, acknowledges that it has read and understands 
the provisions thereof. The execution by SEA shall serve as its 
agreement to serve as Operator pursuant to and in accordance with 
the terms and conditions thereof. 

SOUTHWESTERN EXPLORATION ASSOCIATES, INC . 

DATE: By ______________________________ __ 
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I. GENERAL PROVISIONS 

A. Definitions 

EXHIBIT A 

ACCOUNTING PROCEDURE 

The terms used in this Exhibit A shall have the meanings assigned 

to them in the Operating Agreement (Agreement) to which this Exhibit 

is attached and of which it is made a part. 

B. Accounting Records 

Operator shall maintain the accounts and records required by the 

Agreement in accordance with generally accepted accounting principles 

consistently applied, including such separate accounts and records as 

are required for any Development Block. Operator shall not dispose of 

any such records for any calendar year within five (5) years of the 

end of such calendar year without the prior written consent of the 

parties and shall retain any such records for a reasonable additional 

period if specifically requested by either of the parties during such 

five (5) year period. 

C. Audits 

1. The Operating Committee shall arrange for an annual audit of the 

Project's accounts by an independent public accounting firm acceptable 

to the parties. The cost of such audit will be a Project cost. 

2. Each party shall have reasonable access to the accounts and 

records maintained by the Operator and by the Operating Committee for 

transactions relating to the Agreement and, in addition to the annual 

audit provided for in paragraph 1 above, shall have the right at 

reasonable times during normal business hours to audit such accounts 

and records for any period of any calendar year. Each party shall 

also have the right to appoint an independent public accounting firm 

acceptable to the other party, which approval shall not be unreason­

ably withheld, to perform such audit. The party who initiates an 

audit pursuant to this paragraph shall bear the full expense of such 

audit. 

3. The parties agree that all statements approved by the Operating 

Committee during any calendar year shall conclusively be presumed to 

be true and correct after twenty-four (24) months following the end of 

each calendar year unless within the said twenty-four (24) month 

period any party shall take written exception thereto and unless at 

any time federal, state or local tax authorities take exception thereto. 

In the event of such an exception, only the excepted item or items 

shall remain open for adjustment until resolved by the parties pursuant 

to the Agreement. 
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D. Accounting Period 

The accounting period shall be the calendar year. 

II. CHARGES TO THE JOINT ACCOUNT FOR DEVELOPMENT AND OPERATIONS 

Charges to the Joint Account shall mean all costs pursuant to trans­

actions under this Agreement, including all costs of preparation of the 

Agreement to which this Exhibit is attached and costs related to further 

exploration, development, construction. mining, the concentration and 

beneficiation of production and smelting, refining, or treatment of such 

production, the loading and transporting of production, weighing, sampling, 

assaying and impurity penalties, laboratory and testing costs, and all 

other operations related thereto conducted according to industry practice, 

including, without limitation, costs such as: 

A. Rentals and Royalties 

Royalties and rentals and any other amounts due or paid under 

leases or other landholding or land acquisition agreements related to 

the Proj ect. 

B. Travel and Related Expenses 

Travel and related expenses of the members of the Operating 

Committee in carrying out the work of the Operating Committee. 

C. Services 

1. The cost of contract services (including those of Operator) 

approved by the Operating Committee, including cost of power, light, 

heat and effluent disposal, outside consultants', attorneys' and 

auditors' fees and travel and related expenses (except for special 

audits performed or requested independently by any party). 

2. Charges for consulting services provided by either of the parties 

at the specific request of the Operating Committee; provided that the 

parties agree to the nature and cost of the consulting services prior 

to any charges to the Project therefor. 

D. Taxes 

All taxes of every kind and nature assessed or levied upon or in 

connection with any activity or transaction which Operator is obligated to 

pay under the Agreement. 

E. Other 

1. Cost of maintaining and protecting the Project assets during any 

periods of no activity. 

2. Other costs which are not specifically mentioned in this Section 

II but which are incurred by the Operating Committee or the Operator 

in accordance with the terms of the Agreement and are necessary and 

proper for the conduct of work under the Agreement. 
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ORE RECLAMATION SYSTEMS 

Mr. Thomas H. Schloss 
Fa meo 
1700 Br oa dway 
Ne \~' York, N.Y. 10019 

Dear Tom, 

· RE VEO t1AY 1 4 1979 

May 4, 1979 

Please find enclosed a copy of exploration and 

license agreement with Tenneco Oil on the mill sites 

located on the Boquillas Ranch. 

I am also enclosing a copy of a let t er sent to the 

former partners of Eocene Research, Ltd. 

I will call you next \leEk n~garding the above .. 

I Best regards, 

NEVADA: 2813 CAMEO CIRCLE • LAS VEGAS. NEVADA 89107 • 702-878-1376 
ARIZONA: P.O. BOX 475 • TOMBSTONE. ARIZONA 85638 • 602-457-3907 



TO: JAB 

FROM: WES 

DATE: May 6, 1979 

RE: My trip to Tombstone on Wednesday, May 2, 1979, to inspect 
the heap leaching operation. 

On . May 2 I traveled to Tombstone, Arizona to see first-hand Dick 
Hewlett's heap leaching operation and to study its application to 
our uranium exploration program in New Mexico. However I was 
immediately struck with the inefficiency caused by the use of 
used equipment and the lack of proper supplies. I plainly saw 
several cases of excessive down time, delayed schedules and 
costly additional work that was due to non-functioning, used 
equipment and lack of proper supplies and equipment. In 
particular, scheduling of work that is of a consecutive nature is 
difficult, if not impossible, when one does not know if equipment 
is going to work when it is supposed to, or if one piece of 
equipment fails and this causes additional delays in the overall 
program. This was evident at Tombstone in the few hours that I 
was there where, for instance, the major expense for the day was 
delivery of a tanker trunk of sulphuric acid which had to be 
stored in a makeshift, unanticipated storage tank because the 
intended storage tank leaked and the sprinkler system was not yet 
in 0 per a t ion due tot h e use 0 f s a I vag ed, use d p urn p san d p I a s tic 
pipe. This situation reminded me of an expression a friend of 
mine used to use, "A dollar waiting on a dime." In the case at 
Tombstone, the lack of $20 worth of plumbing and electrical 
supplies disrupted the entire day's work for about seven people 
and resulted in schedule disruptions which will take several days 
to correct. 

My recommendation is obvious. Enough money should be 
appropriated to the job in order to get it done with new 
equipment and plenty of the necessary supplies before the job is 
underway. It can easily be seen that, given the present 
situation, some minor mechanical problem could come up and 
prevent the entire project from being completed. In other words 
the project could become a complete failure based on the failure 
or inappro pr iate use 0 f a piec e 0 fused e qui pment . Of co ur se , 
much more likely is that the project will take twice as long to 
accomplish as need be, resulting in an overall greater cost than 
if new equipment and sufficient supplies were utilized in the 
first place. 

{ljtS 
WES/ kar 
P-418 



FAMeo / 1700 Bcoodwoy • 

May 9th, 1979 

Mr. James Briscoe 
Mr. Dick Hewlett 
SOUTHWESTERN EXPLORATION ASSOC. 
4500 E. Speedway 
Suite II 14 
Tucson, Ariz. 85712 

Dear Jim & Dick: 

RECEIV ~:AY 1 4 i979 

New York , New York 10019 • (212) 247- 0428 

Endlosed is the material sent to me by George Jewett. 

It is of interest to note the financial terms he was able to negotiate with 
Tenneco. 

Please give me your opinions as to the potential of this area. 

Very truly yours, 

fo=-
Thomas H. Schloss 
Chairman of the Board 

THS/avc 

Encl. 

Famco Securities, Inc. Member New York Stock Exchange (2. 
pL . 



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 

50,000 
75,000 

100,000 
125,000 
150,000 
175,000 
200,000 

MINERAL RIGHTS 

25% 

30% 
35% 

40% 
45% 
50% 
55% 
60% 

on signing 

when require~ but not less 
than 14 days from signing 

by May 31, 1979 

Miner al rig hts sha 11 inc 1 ud e but not be 1 im i ted 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 ei ther 

develop the patent and unpatent 

and including the 200 acres 

as Le sse e 0 r JAB). JAB intends to 

claims described in the TDC agreement 

of certain claims situated in the 
"mmediate 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 
our claims. Also included above, but not specifically mentioned is 

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 

Of the economics warrant. We have the right to clarify or correct or 



· , 

perfect any inconsistencies that may be present in the current TDe 

lease. What may be part of the same ore body or offset from the TDe 

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 und er stood that at a later time when an agreemen tis 

reached with owners of these areas, investors would participate in the 

same manner through their ownership in the TDe 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 fund swill 

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 

'- h e h e a p p Ius t 0 s tar t b u i 1 din g the p I ant for the 1 e a chi n g 

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 

urrently not under contract at this time. 



,- . 

DEPOSIT OF FUNDS, DISBURSEMENT AND BOOKKEEPING 

Funds will be deposited to the THL (Tombstone Heap Leach) Trust 

account 11957-06641 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 

S e r vic e Man age r C . M . Dod son, j 0 i n t 1 Y ; wi 11 h a v e cap a b i 1 i t Y tow r i t e 

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 

_xamination by the partners during normal working hours. 



, . 

ATTACHMENT 1 

Required capital investment for the slope leach is as follows: 

A. Power hook-up $2400 
B. Electric 2000 

C. Pump installation/electric 1000 
D. Water line installation 2040 

E. Spray lines/manifolds 100 
F. Directional rainbird s 80 
G. Preg pond 100 
H. Laboratory 100 

I. Building 200 
J. Plants 2200 
K. Tanks 1000 
L. Chemicals 

1. Resin-SR-3 10011 650 
2. Lime 1 0 0 0 II ( • 0 87 ) 87 

3. Salt 

4. NaOCl 5-55 gal 247.50 

5. Na 2S 2 0
3 30011 73.80 

6. NaCN 100011 561.50 
7. Na 2S 40011 99.20 
8. Powd. Zinc 1001/ 66.20 

M. Insurance and bond 4500 
N. Management · 4000 
0. Labor 2000 
P. Misc. 1495 

25,000 



, .. 

Crushing Crushing 
Rate DUration 

200 Tons per Day 250 months 
400 " 125 " 
600 " 83.3 " 

1000 " 50 " 
3000 " 16.7 " 



0- 11-79 

, . 

OPERATING AGREEMENT 

(No Change) 

WIT N E SSE T H: 

(No Change) 

1. Oef ini tions 

(a) (No Change) 

(b) "Non-Operators" shall mean TEl and AEM, tog e ther 

with their r espec tive successors and assign s , including additional 

equity owners, if any. 

-1-



(c) "Area o"t Interes t" shall mean the follow~ng described 

area in Cochise County, Arizona: 

(i) those certain areas delineated in the maps attached 

hereto as Exhibit D; 

(ii) (No Change) 

(iii) (No Change) 

(d) (No Change) 

(e) (No Change) 

(f) (No Change) 

(g) (No Change) 

(h) (No Change) 

(i) (No Change) 

(j) " Exploration" or "Exploration Operations" when used 

herein shal l refer to the activity or work of prospecting and 

searching for ores and minerals on , in or under the Project Properties 

and drilling, examining, measuring and sampling a mineral deposit 

in order to gain knowledge of the size, shape , position and 

characteristics to determine the value of the deposit and all other 

activity or work performed outside a Development Block . 
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(k) (No Change) 

(1) (No Change) 

(m) (No Change) 

(n) (No Change ) 

(0) (No Change ) 

(p) (No Change) 

(q) "Exploration Block" shall mean such portions of the 

Project Properties so designated for intensive exploration 

ope rations which might l ead to the s ubs eq ue nt des i gnation of such 

Properties as a Developme nt Block. 

2. (No Change) 

3. 

(a) (No Change) 

(b) Unless this Agreement soo ner terminates pursuant 

to the provisions of Section 24 below, the undivided interest of 

TEl in and to the Project and in and to the Project Properties 

shall increase in r elation to the amounts initially contributed 

by TEl to the Project, and the interest of AEM sha ll d e crease in 

a corresponding amount, pursuant to the following schedule: 
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Cumulative Funds 
Furnished to the 

project by · 
TEI* 

Undivided Interest 
of TEl ~""di"' '""<"" 

I 

35% ** ~ 75,000.00 
~IOO,OOO.OO 

~125,OOO.00 
~150,OOO.00 

$175,000.00 
$200,000.00 

40% vJ 1 , 
By 5/31/79 

45% 
50% 
55% ./ I 
60% 

" 
':J~ 

*Cumulative Funds shall include all funds hereto­
fore contributed by TEl and by its predecessor 

** 
** 
** 
*** 

in interest pursuant to that certain letter agree­
ment dated March 7, 1979, between Thomas H. Schloss 
and Dwight Lee (predessors in interest to TEl) and 
James A. Briscow. 

**Upon the voluntary contribution by TEl or within 
seven days of call of project in accordance with 
approved expenditure plans. 

*** Upon voluntary contribution by TEl or within 
seven days of call of pro j ect in accordance with 
approved expenditure plans, but in any event no 
later than September 30, 1979. 

(c) (NO Change) 

(i) The Project shall make capital calls at intervals 

no more frequent than twenty (20) days per call, all subject , 

however, to the provisions of subparagraph (v) below: 

(ii) (No Change) 

(iii) (No Change) 

(iv) (No Change) 

(v) (NO Change) 

-4 -

.---- .~ .... - - - .~----- -- .-_ ._--- ---------.......... 



(vi) If TE~ acquires less than 50.1% undivided 

interest, and if the Project or if AEM ele cts to proceed to 

obtain additional outside funding, it is agreed and understood 

by TEl that its undivided interest in the Project may be subject 

to further reduction (which reducti on s hall not r e duce the 

undivided interest of TEl to not less than the percentage 

that contributions ma d e by TEl bears to the total amount 

contributed to the Proj ect). As an e xample of the maximum 

reduction in TEl's undivided interest, assume that TEl we re 

to contribute $100,000.00; assume further that at the time of 

?omputation of the r e duction the tota l contributions by TEl, 

AEM and any outside funding totalled $1,000,000.00; in such 

case, TEl's undivided intere st would be reduced to no less 

than 100,000/1,000,000 (10%) undivided interest. If ~I'EI's 

undivided interest in the Project is thus reduced to 10% or 

less, TEl shall be obliged to relinquish its undivided interest 

to the other parties in the Project in return for a 10% net 

profit interest as described in Sectiori 11 (c) below. 

(vii) For purposes of computing the total contribu­

tions as described in paragraph (vi) above, the contribution 

of AEH shall be assigned a value of $133,333,33; 

(d) (no change) 

4. Project Plans (no change) 

(a) (no change ) 

(b) (no change) 

(c) Until such time as capital contributions by TEl equal 

or exceed $200,000.00. each party shall communicate to Operator and 

the other Party in writing within seven (7) days after receipt of a 

Plan approved by the Ope r a ting committee , it s a p prova l or disapprov a l 
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of the proposed Plan. After such time as capital contribu t ions by 

TEl equal or exceed $200,000.00, each party shall communicate to 

Operator and the other party in wr i t i ng within thirty (30) days 

after receipt of a proposed Plan, its approval. or disapproval of the 

proposed Plan. Failure to reply shall constitute an election not 

to commit to the Pla n. Except as set forth below, no Plan shall 

become effective without the a pproval of both parties. If any 

party or parties elect not to commit to such Plan, such Plan shall 

not become effective nor be carri ed out unless a party elects to 

proceed with the Plan for its own account, subject to the provisions 

of section 11 below. 

5. Operating Committee 

An Operating Committee c ompris e d o f two representatives 

of each of the non-operators shall be establi s hed. Each party may 

designate one or more alternates to s e r ve in the absence of each of 

the d~signated representatives. The names of the designated repre­

sentatives and of any alternates shall be filed in writing with the 

Operator. Each representative shall have a vote equal to one-half 

of thaf percentage inte re s t owned by the party which he represents. 

Except as otherwise spe cifically provided in this Agree ment, decisions 

of the Operating committee sha ll r equire the approval of those 

r e presentatives representing a maj o rity interest in the Project. 

Mee tings of the Ope rating Committee ma y b e held by telephone provided 

all members of the Operating Committee participate simultaneously by 

a conference call, and may b e called by the Operator or by the 

representa tive of any of the parties. The Ope rating Committee shall 

me et at no l e ss than semi-annual inte rva ls at the Proj ect's operations 

office (it being anticipated that s uch o f fic e shall be located either 

in Tombstone or in Tucson, Arizona). A party may change its repre­

sentative (or any alte rnate representative) by notice to the Operator 

and to the other parties in writing. All decisions relating to the 

time and manner of distribution of Proj e ct proceeds shall be made by 
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the Operating Committee . Subject to the provisions of Section 3, 

any calls upon the parties for funds or advances to the Project shall 

also , be made by the Operating committee . All reports from Operator 

shall be directed to all of the members of the Operating committee . 

No business shall be transacted by the Operating Committee without 

all members participating. 

6. (no change) 

7. Land ACquisition 

All interest heretofore acquired by the parties hereto or 

their agents within the Area of Interest shall be subject to the 

terms of this Agreement. Any interests within the Area of Interest 

hereafter acquired during the term of this Agreement shall be 

acquired by the Project pursuant to a Plan or pursuant to the 

consent of all of the Non-Operators .and the acquisition costs shall 

be Project costs. Nevertheless, interests within the Area of Interest 

may be acquired by less than all the Non-Operators without the consent 

of lhe non-oommiting partieA subject to the provisions of Section 11 

below, In Lhe event any party hereto proposes to acquire any addi­

tional lands or mineral rights within the Area of Interest, such 

party shal l notify the other parties of such proposal by written 

notice setting forth in such notice a description of the lands or 

interests, costs of acquisition, and the facts upon which the pro-

posing party bases its conclusions that such lands should be acquired 

by the Project. During the term of this Agreement, Operator shall 

not acquire any interest within the Area of Interest for its own 

account without first obtaining the prior written approval of all of 

the parties. 

8. (WE SUGGEST DELETING THIS SECTION) 

(If all Lhe parties wish to terminate cr dispose 

of the Projects' interest in a certain area, they 

can agree to do so. If only some of the parties 

wish to dispose of their interest in a certain 

area, they may do so pursuant to the provisions 

of Section 12) 

-7-
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9. Operator's Powers and Rights 

In accordance with the terms and conditions of each effective 

Plan, Operator shall have full , complete and exclusive control, charge 

and supervision of the Proj e ct Properties and ·the personal property 

included in the Project and all Project Operations conducted thereon. 

Operator shall conduct Project Operations to the best of its ability 

and in accordance with the terms and conditions of each effective Plan 

using modern techniques and good and economical mining practice. All 

o perations shall be conducted with due regard for the development 

and preservation of said Project Properties and Project capital and 

in keeping with applicable federal, s tate and local laws and ordinances 

and regulations. Operator shall conduct its operations hereunder as 

an independent contractor and all work performed and equipment 

furnished by Operator shall at al l times be in Operator's direct 

control and supervision. Pursuant to the provisions of each Plan, 

Operator shall select the means, manner and method of performing 

Project C1perators . .• Opera tor shall abide by directions from the 

Operating Committee as to the end r esults to be accomplished, but 

Operator shall assume the sole responsibility for directing its 

employees and equipment as to the manner and means of accomplishing 

the same. 

NOTE: It is the position of TEl that the parties to the Agreement 

are adequately protected by the insurance required in Section 13, 

and that TEl should not be requir~d to be a co-insurer. 

10. 

(a) 

(no change) 

(no change) 
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(b) (No Change) 

(c) to keep the Project Properties free _from liens and 

encumbrances occasioned by its operat~ons hereunder, except only the 

lien hereinafter granted to Operator, provided that adequate funds are 

provided Operator to discharge obligations which migttoccasion such 

liens. 

(d) to furnish the Operating Committee on or before the 

20th d ay following the close of each calendar month with a statement 

of minerals produced from the Project Properties. 

(e) to pay from avai lable funds all royalties payable under 

the terms of each lease or agreement, as provided in the Accounting 

Procedure, a copy of which is attached hereto as Exhibit A; 

(f) to pay from ava ilable funds all costs, expenses and 

liabilities accruing or resulting from Project Operations and to 

a ccount to Non-Operators in accordance with the provisions of the 

Accounting Procedure; in the event the terms of the Accounting 

Procedure conflict, with any of the provisions hereof, this Agreement 

shall be deemed to control; 

(g) (No Change) 

(h) (No Change) 

ll. 

(a ) (NO Change) 
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(b) Any party hereto who has elected not to commit itself 

to a proposed Developemnt Plan which becomes an effective Project 

Plan shall not, for that reason alone, be deemed to have withdrawn 

frml the Porject, but such Non-Committing Party shall be deemed to have 

relinquished to the Committing Parties its share of any production 

from such Development Block, or the proceeds therefrom, and shall 

have no further interest in such production or proceeds until s uch 

time as the non-committing party has paid to the committing parties 

in the same proportions as the respective interests of the committing 

parties at that time bear to each other an amount equal to the total 

of the following: 

(i) 300% of all Exploration Operations costs and 

expenses, plus 

(ii) 200% of all Developme nt Operations costs and 

expenses, plus 

(iii) 150% of the Proj ect 's royalty, overriding 

royalty and other lease burdens, if applicable, and the production 

taxes accruing on and with respect to the ores received by the 

Committing Parties; 

provided, however, that unless the Non-Committing Parties has within 

twelve months from the commencement of the Deve lopment Plan paid to 

the Operator for the collective account of the Committing Parties, 

an amount equa l to the total of (i) plus (ii) plus (iii) above, the 

interest of the Non-Committing Party thereafter shall be sUbject to 

dilution provisions of s ubparagraph (c) of this Section 11. In the 

event the interest of d Non-Committing Party in the Production from 

such Developme nt Block, or the proceeds therefrom, is reinstated 

by payment of the amount set forth above , that interest shall commence 

only upon such payment i n full and shall not be retroactive. 
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(c) In the event the Non-Committing Party has not paid 

the amounts described in (i), (ii), and (iii) of subparagraph (b) 

above within the twelve-month period provided therein, the Non­

Committing Party's undivid e d interest in the Development Block 

and the De velopment Plan therein shall be reduced to that percentage 

of the entire undivided interest therein that the Non-Committing Party's 

pro-rata share of Exploration expenditures for such Development Block 

bear to total exploration expenditures for such Development Block 

provided that if such non-Committing Party's undivided interest in 

the Development Block is reduced to ten percent or less, such 

Non-Committing Party's undivided interest in and to the Development 

Block and in and to the Project Properties constituting the same 

shall terminate subject only to the r etension by the Non-Committing 

Party of a non-working 10% "Ne t Profits Interest" (as described in . 

Exhibit B attached hereto and made a part hereof) in and to the 

proceeds, if any there be, taken by the Committing Parties, their 

successors or assigns, from the Project Properties constituting 

such De ve lopme nt Block (as such Project Properties exist as of the 

date of such t e rmination). 

12. Transfe r of Interest 

(a) Should any party desire to dispose of part or all of 

its interest in this Agreement to a prospective purchaser , such party 

shall advise the other party in writing of its desire and of the 

t e rms and conditions of such desired disposition including the consider­

ation in lawful money of the United States or its equivalent which 

it is willing to accept for such inte rest together with all other 

pertinent terms and conditions of such disposition including the 

identity of the prospective purchaser , and the facts on which the 

transferring party based its c a lculation s . Within thirty (30) days 

after the receipt of such written notice , the other parties shall 

have the option of acquiring the interest proposed to be dispose d of 

on the terms and conditions and for the consideration proposed. 
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li more than one of the other parties elect to exercise such option, 

the acquisition shall be pro-rated according to each other parties' 

interest in the Project. If the interest offered to be disposed 

of by disposing party is not so acquired by the other parties 

within the time provided, the disposing party shall have the right 

for a ~eriod of ninety (90) days from the expiration of the afore­

mentioned thirty-day period to dispose of such interest to the 

prospective purchaser indicated in the aforementioned notice upon 

substantially the same terms and conditions and for a consideration 

specified in such notice; provided, however, that such interest 

may not be disposed of unless the purchaser, concurrently with said 

sale and purchase, delivers to the other parties in a form acceptable 

to them a written and enforceable assumption by the purchaser of 

the obligations of the disposing party under this Agreement. If 

such interest is not disposed of with i n such ninety-day period, 

it must first be re-offered to the other parties prior to any 

sUbsequent disposition thereof. Any proposed sale of stock in 

the corporations which are parties to this Agreement, or their 

successors interest shall be sUbject to the provisions of this 

Section 12. 

(b ) DELETE 

(c) The right of first refusal granted in subparagraph 

(a) of this Section 12 shall not apply to any mortgage, pledge or 

hypothecation by the disposing party of all or any portion of its 

interest in this Agreement and in the Project Properties; provided, 

however, that no such mortgage , pledge or hypothecation shall be 

made without the consent of the other parties to this Agreement, 

which consent shall not be unreasonably withheld. Any such mort­

gage, pledge or hypothecation which is approved by the other parties 

to this Agrement and effectuated is and shall be made expressly 

subject to this Agreement and shall be subject to the condition 

that on any realization of the security, any person thus acquiring 

an interest shall deliver to other parties in a form acceptable 

to them a written and enforceable assumption of the obligations of 

the disposing party under this Agreement as they relate to the 

interests so acquired, and any such mortgage, pledge or hypothe­

cation shall not be valid until the written notice thereof has been 

delivered to the other parties. In the event the holder of any such 
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mortgage, pledge or hypothecation realizes on its security interest 

in this project, the other parties hereto shall have the right, 

within thirty (30) d ays after such realization, to purchase from 

such holder such realized security interest for an amount equal to 

the unsatisfied obligation of the former interest holder, together 

with reasonable attorney's fees, interest and cost. 

(d) (No Change) 

13. Insurance (No Change) 

14. Term 

Subject to the rights of surrender and withdrawal as 

provided herein and unless sooner terminated or further extended 

by mutual agreement, this Operating Agreement shall terminate 

December 31, 1990. 

15. Disposition of Production 

Provided that operating l'xpenses have been paid and 

provision has been made for reasonable operating reserves, each 

of the parties shall have the ' right to take in kind its proportionate 

share of all ores and mineral a produced from the Project Properties 

in such form as the Operating Committee deems appropriate and 

convenient. Any extra expenditures incurred by reason of the taking 

in kind by any parties of their proportionate share of said ores and 

minerals so produced shall be borne by each such party and each such 

party shall be required to construct, operate and maintain, all at 

its own expense, any and all facilities which may be necessary to 

receive , store and dispose of its share of production at the time 

it is produced. In this regard, each party desiring to take in kind 

its proportionate share of said ores and mine rals so ' produced shall 

carry adequate insurance to protect against loss or theft thereof. 

In the event any party shall fail to make the arrangements necessary 

to take in kind its proportionate share of ores and minerals, such 

party shall be fully liable for any costs incurred by the Operator 

or by the Project in preserving or storing such proportionate share. 

Operator shall exercise reasonable care in receiving and storing 

in kind production on behalf of a party, but its liability in 
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connection therewith shall be limited to a sum not to exceed 

$1,000.00. If any party is not taking its share of such ores and 

mineral s in kind, any proceeds received by the Project for such 

party shall be distributed or accounted for quarterly to such 

party, provided, however, that Operator s hall be entitled to 

retain and apply any proceeds of Production accruing to any party 

hereto on any unsatisfied expenses chargable against such party 

as herein provided,as well as toward reasonable operating reserves. 

Under normal circumstances, it is the intention of the parties that 

ores and minerals produced from the Project Properties shall be 

shipped to a metal refiner, who will then deduct its costs and 

either hold refined ores and minerals on behalf of the Project or 

distribute .to Project the sale proceeds thereof. 

16. Taxes 

Operator shall pay from available funds as the same become 

due and payable, all taxes (excluding income taxes ) levied or 

assessed against the Project Properties and the production therefrom 

and against all personal property acquired in operations hereunder 

including, but not limited to, ad valorem, production, severance, 

sales, use and like taxes, provided that the Opera ting Committee or 

any of the parties shall have the right to contest in the courts 

or otherwise, the validity or amount of any such taxes if it deems 

the same unlawful, unjust, uneq ua l or excessive and to take such 

other steps or proceedings as it may d eem necessary to secure a 

cancellation, reduction, readjustment or equalization thereof before 

the same shall be r e qu ired to be paid. 

17. Rentals and Other Obligation s 

Operator s hall pay from avai l able funds any and all rentals, 

if any, which may become due and payable"on the Project Properties. 

Operator agrees to follow good and customary practices in the matter 

of administrating said properties and to do all work necessary and 

to make all payme nts necessary within the time r equi r ed by a ny 

instrument under which interests in the Project properties were 

acquired and to do whatever else is reasonably necessary to maintain 

the interests of the parties in the Project Properties and charge 

the Joint Account for the same . 

18. Operator's Lien 

Non-Operators hereby grant to Operator a li e n upon their 

respective interests in the Project and the Project Properties and in 
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the jointly owned equipment and other property and upon their 

interests in all production as security for payment of costs 

chargeable to them, together with any interest payable thereon. 

Operator shall have the right to bring any action at law or in 

equity to enforce collection of such indebtedness with or without 

foreclosure of such lien. 

19. Change of Operator 

(al Operator may resign from its duties and obligations at 

any time upon written notice of not less than 180 days given to 

Non-Operators . If ,Operator shall become bankrupt, subject to com­

pliance with requirements of Section 12 hereof , it shall cease to 

be Operator without need of any f urther action other than selection , 

by the 'Operating Conunittee, of a successor operator . Provided that 

TEl has contributed capital of at least $200,000 . 00, the Operating 

Committee may,subject to the provisions of paragraph (b) below , 

discharge the Operator upon no less than one-hundred-eighty (180) 

days prior written notice by a vote of the Operating Committee 

representatives holding a major'ity in interest in and to the Project. 

In the event that a shorter notice period is desired, Operator 

shall be paid for each day less than the normal 180 day notice 

period, an amoun t equal to an average day's compensation for the 

180 day period immediately preceding receipt of the aforesaid 

notice. 

(b l If any Non-Operator shall at any time consider that 

the Operator is in default of performance of any of its duties 

and obligations hereunder, such Non-Operator shall give the Operator 

and other Non-Operators written notice thereof setting forth in 

detail the matters wherein default is claimed. If, within thirty 

(30) days from its receipt of such notice , Operator does not either 

correct the matters of which complaint is made or show cause why 

such matters do not constitute a default , then thereafter, subject 

to the provisions of paragraph (al above , one or more Non-Operators 

then owning a majority of the interest in the Project may, upon 

a finding of s uch a default of Operator and that the default is 

continuing, remove the Operator and select a successor. The Operator, 

upon ceasing to act in such capacity for any reason, and upon being 

fully compensated , including s uch costs as may be occasioned by 

the aforesaid termination, shall deliver to its successor the custody 

of all of the assets , records, books and other property , both real 
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and personal,of the Project, and shall not acquire, nor consult 

upon, any mineral properties within the area of interest for a 

period of two (2) years. The successor Operator shall assume the 

responsibilities and duties of, and shall have the rights granted 

to the Operator pursuant to this Agreement. 

20. Relationship of the Parties . (No Change) 

21. Laws and Regulations and Force Majeure 

(a) This Agreement shall be subject to all valid and 

applicable laws and offical rules and regulations; and, in the 

event this Agreement or any of the provisions hereof or the operations 

contemplated hereby are found to be inconsistent with or contrary 

to any such valid laws or official rules or regulations, the latter 

shall be deemed to control and this Agreement shall be regarded as 

modified accordingly and, as so modified, to continue in full 

force and effect. 

(b) In the event of Operator being rendered unabl e wholly 

or in part, by force majeure applying to its operations, to carry out 

its obligations under this Agreement, it is agreed that the 

obligations of the Operator so far as the y are affected by such force 

majeure shall be suspended during the continuance of any inability 

so caused, but for no longer period; and such cause shall, so far 

as possible, be remedied with all reasonable dispatch. The t erm 

"force majeure", as employed herein, shall mean acts of God, strikes, 

lock-outs or other industrial distrubances, unavoidable accidents , 

uncontrollable delays in transportation, inability to obtain necessary 

materials in open market, any state or federal laws, regulations 

or othe r matters beyond the reasonable control of the Operator , 

whether similar to matters beyond the r easonable control of the 

Operator, whether similar to matters herein specifically enumerated 

or not; provided, however, that performance shall be resumed within 

a reasonable time after such cause has been removed; a nd provided 

further that the Operator shall not be required against its will 

to adjust any labor dispute or to question the validity of or to 

refrain from judicially testing the validity of any state or federal 

order, regulation or law. This Agreement shall not terminate 

while operations hereunder are prevented by reason of any cause 

in this subparagraph. 
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22. Notices (NO Change) 

23. Information to Parties; Confidentiality 

(No Chang e ) 

NOTE: The word "prohibis" in the fourth line 

from the bottom should be "prohibit" 

24. Termination; Furnishing of Da ta 

Each party shall, as soon as possible following termination 

pursuant to Section 1 4 hereof, complete the discharge of all of its 

proportional share of accrued or outstanding obligations to the other 

parties or to third parties incurred under this Agreement and not 

previously met. Any party, upon termination and upon discharge of 

the above mentioned obligations, may, if it so chooses, quitclaim 

to the other parties its interest in the project Properties, or in 

any portion thereof. Upon termination of this Agreement, each of 

the parties shall be entitled to all information acquired under the 

Project, including copies of all maps, data and reports which can 

be reproduced and which have not theretofore been furnished, but 

any original work product of Operator shall remain the property of 

Operator. 

25. Headings for Convenience Only (No Change) 

26. Miscellaneous 

(a) (No Change) 

(b) (No Change) 

(c) (No Change) 

(d) In the event the interest of ~ party in the Project 

Properties involuntarily becomes subject to the claims of that 

party's creditors, and such creditors seek to realize on the party's 

interest in the Project Proper ties to satisfy obligations owing to 

them, then the other parties hereto s hall have the right to purchase 

the interest of such Party in the Project Property pursuant to the 

terms of Section above. 
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IN WITNESS WHEREOF, the parties hereto have duly executed thi s 

Agreement effective as of the date first set forth above. 

TOMBSTONE EXPLORATION, INC. 

By: ______________________ __ 

AUSTIN EXPLORATION & MINING CORPORATION 

By: ________________________________ __ 

This shall serve to acknowledge that SOUTHWESTERN EXPLORATION 

ASSOCIATES, INC. ("SEA") as the initial Operator under the preceding 

Operating Agreement, acknowledges that it has read and understands 

the provisions thereof. The execution by SEA shall serve as its 

agreement to serve as Operator pursuant to and in accordance with 

the terms and conditions thereof. 

SOUTHWESTERN EXPLORATION ASSOCIATES, INC. 

DATE: ________________ __ By: ____________________________________ __ 



I. GERERAL PROVISIONS 

A. Definitions 

EXHIBIT A 

ACCO UNTING PROCEEDURE 

(No Change) 

B. Accounting Records 

Operator shall maintian the accounts and records required by 

the Agreement in accordance with generally accepted accounting princi­

pals consistently applied, in~luding such separate accounts and records 

as are required for any Exploration or Development Block. Operator 

shall not d~spose of any such records for any calendar year within 

five (5) years of the end of such calendar year without tpe prior 

written consent of the parties. Subsequent to such five (5) year 

period , and prior to disposal of such records , Operator shal l offer 

to transmit the same to the parties at their expense. Thereafter, 

the parties shall have thirty (30) days within which to make satisfact­

ory arrangements with Operator for the transmittal of such records. 

Following such thirty (30) day period, Operator shall be free to destroy 

accounts and records which are at least five (5) years old. 

C. Audits 

1. (No Cha nge) 

2. (No Change) 

3. Re i,sonabl e expenses incurred by Operator with re~ard to 

an annual audit of project ' s account as aforesaid shall be an expense 

of the project . 

4 . Unless objected to in writing by the Operating Committee 

within twenty four (24) months from receipt, all financial statements 

and audit reports shall conclusively be presumed to be true and cor­

rect . In the event of such written objection , only the item or items 

specifically objected to shal l remain open for adjustment until re­

solved by the parties pursuant to the agreement. 

D. Ac counting Period (No Change) 

II. CHARGES TO THE JOINT ACCOUNT FOR DEVELOPMENT AND OPERATIONS 

Charges to the Joint Account shall mean all costs pursuant 

to transactions under this Agreement , including preliminary costs of 

investigation of the area of interest by Operator, including report 

preparation a nd associated expenses , as well as all costs of prepar-



ation and review of the agreement to which this exhibit is attached 

and costs related to further exploration, development, construction, 

mining, til e concentration and beneficiation of production and smelting 

refining, or treatment of such production, the loading and transporting 

of production, weighing, sampling, assaying and impurity penalties, 

laboratory and testing costs, and all other operations related thereto 

conducted according to industry practice, including, without limitation. 

costs such as: 

A. Rentals and Royalties (No Change) 

B. Travel and Related Expenses (No Change) 

c. S~rvices 

1. The cost of contract services (including those of Operator 

as set forth in greater detail in Exhibit E of the Agreement to which 

the Exhibit A is attached ) including cost of power, light, heat and 

effluent disposal, outside consultants;, attorneys; and auditor' fees 

and travel and related expenses (except for special audits or legal 

services performed for or requested independently by any party) . 

D. 

E. 

2. (No Change) 

1. 

2. 

(No Change) 

(No Change) 

(No Change) 



EXHIBIT B 

"NET PROFI'l'S INTEREST " 

The term "Ne L Profits Interest" .:s used in the Operating 

Agreement to which this Exhibit is attached s hall mean the share of net 

profits from the operation o f the subject p r emises retained a nd reserved 

by a pa rty pursuant to subparagraph (c) of Section 11 thereof. Net 

profits for any calendar month s hal l be determined by deducting from 

gross r e v e nues all costs and expenses incurred in connection with or 

attributable to the exploration , development and exploitat i on of the 

subject premises . 'Gross revenues ' shall mean the gross receipts from 

the sales of the product s resulting from the exploitation of the subject 

premises. With regard to the distribution in kind of production, such 

distribution shall be assigned a value eq ual to their market value at 

t he time of such distribution for purposes of computing " gross reve nue " 

as aforesaid . Costs and expenses in connection with or attributable to 

the exploration, development and exploitation of the subject premises' 

shall mean all those costs and expenses incurred by the non-withdrawing 

party in th~ explo~dLion , development and exp loitation of the subject 

premises from and after the d ate on which the withdrawing party 

withdraws, as evidenced by notice in writing . Such cost s and expenses 

shall include, but not be limited to, th e costs and expenses of exploring, 

deve lop i ng, mining, milling , smelting, refining, admin i strative overhead, 

including lega l and accounting expenses, freight, i n surance and marketing 

the products resulting from the exploratio n, development and exploita­

tion of the subject premi ses ; al l royalties, rental payments, t axes , 

(other than taxes on income ) and property payments resulting therefrom; 

the costs of all buildings , structures, machinery and equipment; and in 

th e event of plant or mine expansion involving construction or re­

placement of building s , machinery, s tructu r es and ~qu i pment, t he cos t 

of all suc h items. Inte r e st charges incurred by the non-withdrawing 

party in financing its operation s on the subject premises shall be 

:hargeable in determining ne t profits. Net profits for any calendar 

~nth as determined above, shall be r educed by the costs and expe nses 

.f any prior calendar month or mo nth s whi ch previously have not been 

ecov ered from gross revenues of such prior calendar month or months. 

ccounting for gross r eve nu es and costs and expenses shall be on the 

ccrual basis and in accordance with generally accepted account ing 

· inciples . 



EXHIBIT C 

SCHEDULE OF INSURANCE COVERAGE 

(No Change) 
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MEMO 

To: JAB, P-4l8 Project File 

From: CDG 

Date : May 22 , 1979 

RE : TERMINATION OF LAND ACQUISITION ACTIVITIES IN 
P-4l8 PROJECT AREA 

It is my understanding, from a communique by Thomas E . 

Waldrip Jr. on this date, that you, in cooperation with 

Mr. Thomas Schloss and Mr . Dwight Lee, wish all land 

acquisition activities fo r the Tombstone Project Area 

(P-4l8) to be terminated as of this date. 

Your signature below, verifies your knowledge of, and 

agreement to, the above. 

CDG:dlr 
P-4l , 

eJff 

T~SChlOSS 
Dwight Lee 

Date 

Date 



.. 

Mr. Thomas H. Schloss 
Chairman of the Board 
FAMCO 
1700 Broadway, 22nd Floor 
New York, N. Y. 10019 

Re: Proj ect 418 - Amendment by Mutual Agreement 
of Letter of Agreement of March 7 I 1979 

Dear Tom: 

May 22, 

~- lflf 
oA2i2 ~ 

19#~~"~~~-u.... 
3/7/71 

As per your telephone call to me at my room (1194) in the Los Angeles Hilton Hotel, 
5/22/79, from 6:36 to 7:37 A. M. California time, we have agreed to extend our Letter 
Agreement of March 7, 1979 in the following way: 

WHEREAS the March 7, 1979 Letter of Agreement between James A. Briscoe and 
Thomas H. Schloss - Dwight E. Lee was signed 60 days ago, and that becaus e of var­
ious circumstances beyond the control of both parties, no Joint Ve nture Agreement 
mentioned in that letter has been consummated, NOTICE is hereby given that it is the 
intent of both parties to continue under that letter of March 7, 1979 until the Joint 
Venture Agreement is consummated. 

In paragraph 6 of the March 7, 1979 l e tter the date referred to as 5/31/79 for the 
contribution of $100,000 minimum c apita l to achieve 40% interest shall be changed to: 
lI ·unspecified date dictated by the requirement of capital II to achieve that same interest. 

Our signatures below indic a te agre ement to the above. 

I'll look forward to working toward completion of the Joint Venture Agreement upon 
my return from Japan in about three weeks. 

SIGNATURES INCLUDING 
AGREEMENT TO THE ABOVE: 

E
tregards, 

J mes A. Brisco e 

Tarn sA. Brisco e I Pres id e nt S.E.A. Inc . Dwight E Lee , Pre sident FAMCO 

/~;/d/k 
Thoma s H. Sc hloss, Cha irma n of the Boa rd FAMCO 



FAMCO / 1700 B,oadwoy • 

May 25th, 1979 

Mr. James Briscoe 
SOUTHWESTERN EXPLORATION ASSOC. 
4500 E. Speedway 
Suite 14 
Tucson, Ariz. 85712 

Dear Jim: 

RECEIVED J U N 
2 1979 

New York, New York 10019 • (212) 247- 0428 

I appreciate your letter of May 22, 1979. Our ability to proceed based 
upon financial considerations rather than legal, makes this project run 
more smoothly. 

I hope you had a good trip to Japan and both Dwight and I look forward 
to hearing all about it upon your return. 

Very truly yours, 

Thomas H. Schloss 
Chairman of the Board 

cc: Mr. Leo Smith 

THS/avc 

Encl. 

Famco Securities, Inc. 

\ 

Member New York Stock Exchange 



. . , 

June 13th, 1979 

Dear Jim: 

Enclosed please find the preliminary a greement 
between TEl and John Dean. 

I look forward to seeing you next week. 

Very truly yours, 

~~ 
Thomas H. Schloss 
Chairman of the Board 

THS/avc 

Encl. 

FAMeo I 1700 Broadway New York, NewYork10019 (212) 247-{)420 

I . 
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RECE:IVED JUN 1 8 19 

A G R E E M E N' T 

BY and BETWEEN a joint venture of TOMBSTONE EXPLORATION, INC. at 
1700 Broadway, New York, New York and AUSTIN EXPLORAITON AND MINING CORPORATION 
hereinafter referred to as the combined TEl. 

and 
John G. Dean, Chemical and metallurigical consultant of N. Scituate, R.I., 
hereinafter referred to as DEAN, 

and 
Whereas TEl is concerned with processing ores ~nd related materials, particularly 
for the recovery of gold and silver by heap leaching, 

and 
Whereas DEAN is specially qualified both by training and experience in the 
processing or ores, particularly for the recovery of precious and other metals 
by extractive chemical metallurgy, 

It is agreed by the parties as follows: 

1. PROGRAM AND OBJECTIVE: 

A. DEAN will consult with Richard Hewlett and report to TEl on the following 

areas: 

1. Will devise adequate scientific procedures for determining reliable 
test information for the laboratory in Tombstone. 

2. Deep chemistry analysis of effectiveness of extraction processes 
on different ore types to facilitate the processing of the gold, 
silver, and other ores by TEl. 

3. Aid in interpretation and summation of data from the lab to 
arrive at economic alternatives and decisions to be used in 
the preparation of the heap leaching process. 

2. SCHEDULE AND TERMS 

A. DEAN will devote a minimum of two days a month to this program and will 
reserve an 'additional two days a month to be applied flexibly in accord with 
the needs of the project with the written agreement of the other party. 

B. DEAN's activities will be based at his R.I. facilities, but time will be 
partially made available for work elsewhere in accord with the reasonable needs 
of the project. 

C. TEl will pay DEAN at the rate of $300.00 (three hundred dollars) a day and 
will also pay expenses associated with work such as for travel, special services, 
supplies, equipment, etc., if agreed to in advance,in writing or by phone, followed 
up by a confirming letter. 

D. This Agreement will become effective on the date of exec~tion and ' will extend 
on.a monthly basis for a m1n1mum period of six months. It will continue thereafter 
subject to termination by either party on giving one months advance notice in 
writing. 

3. RIGHTS AND LIABILITIES 

A. DEAN agrees to keep confidential all of TEl's confidential business and 
technical information as long as it shall retain 'a degree of confidentiality 
giving value to its protection from competitors. All information disclosed 
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by TEl to DEAN in the performance of this Agreement will not be without TEl's 
prior written consent to any third party or used by DEAN for DEAN's benefit. 
This Agreement shall not apply to any information which is now public knowledge; 
which is properly provided to DEAN, without restriction by an independent third 
party; or which DEAN can show already in his possession at the time of receipt 
from TEl. It is understood however, that the similarity or identity of such 
confidential information discussed above to any information already within the 
public domain shall be considered and treated as "confidential information". 

B. DEAN recognizes an obligation to perform all work on a best efforts pro­
fessional basis, but it is agreed that DEAN cannot and will not accept liability 
or responsibility for the methods used, the character of the experiments and 
tests carried out, the results obtained, the conclusions drawn, casualties drawn, 
casualties to personnel or property, or for any use which shall be made of the 
work performed. TEl will protect and save DEAN harmless from any claim arising 
out of the program. 

IN WITNESS whereof, the parties hereto have caused this Agreement to be executed 
in duplicate this day of , 1979. 

BY: ------------------------------------
John G. Green, Ph.D. 
Chemical & Metallurgical 

Consultant 

BY:~ ______ ~~~ ____________ __ 
Thomas H. Schloss 

TEl 



Consu l ~ants in: 

• base & precious metals. uranium 

• coal. geothermal. environment 

"mote sensing. color aerial photography 

terpretation-image processing 

Worldwide Mobilization 

Southwestern 
Exploration Associates, Inc. 

Mr. Richard F. Hewlett 
Vice President 
S.E.A. Hydromet, Inc. 
Nellie Cashman Apts. 
Cottage # 2 · 
121 E. 5th 
Tombstone, AZ 85638 

June 22, 1979 

~ ;/bt.re. 
4500 E. ;7edway, Suite 14 

Tucson, Arizona 85712 
(602) 795-6097 

James A. Briscoe, President 
Registered Professional 

Geologist 

Re: Tom Schloss, Dr. John Dean Visit - Evaluation of 
Progress - Setting of Objectives, Activities, and 
Record Keeping for the Next Week and Plans for the 
Future 

Dear Dick, 

Since yesterday afternoon, I have spent approximately eight 
(8) hours reviewing progress at Tombstone with Tom Schloss 
and metallurgical consultant John Dean. John was engaged by 
Tom to help us with what appear to be definite problem areas, 
but particularly because of unsatisfactory performance at 
Tombstone to date. Without going into a great deal of detail, 
we are at least four (4) weeks behind your projections, and 
400% over budget. 

Our original objectives of Tombstone were to expend in the 
range of $25,000 to make insitu tests of your metallurgical 
techniques, which you warranted would verify the techniques 
and put us into profitable production with a substantial cash 
flow. Up to this time, we have: 

1. expended approximately $100,000, 
2. changed metallurgical approaches several times with 

inadequate documentation, and 
3. have not scientifically verified nor documented even 

the negative results, to my knowledge. 
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Richard F. Hewlett 
June 22, 1979 
Page 2 

Obviously, it is imperative to do the following: 

1. Pick one metallurgical test at a time and follow 
it through to completion, with careful documentation 
that can be corroborated by other engineering or 
metallurgical investigators -- negative as well as 
positive information to be reported in an unbiased 
manner. 

2. Layout the goals and specific objectives of a meaning­
ful, concise, and reproducible metallurgical program. 

3. Layout a tight operating budget for such a testing 
program. 

4. Determine a realistic timetable and action plan for 
the above. 

If the above ~s carefully done and realistic, I am sure that I 
will be able to endorse it, and. I feel that Tom will underwrite it, 
assuming John Dean's technical approval. Without such a careful 
re-evaluation and plan, I would have no option but to recommend 
termination of further work. 

The above summarizes in only very brief outline form our problems 
to date and the intermediate term solutions to these problems. Of 
even more critical importance is what we do in the next seven (7) 
days. Tom, John Dean, and I have discussed this in great detail. 
It is absolutely imperative that you carry out, to the best of 
your ability, and in the highest professional manner, the following 
seven-day action plan to meet the stated objectives. I think it is 
obvious that the continuation of the program depends on this. I 
think it is also obvious that no changes should be made without 
documentation and verbal O.K. from Tom and/or myself. 

The activities and objectives to be reached are as follows: 

ACTIVITIES 

1. a) as . a maximum, construct the following: 

Area #1 - 3 lifts 
Area #2 - 2 lifts 
Area #3 - 2 lifts 
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Richard F. Hewlett 
June 22, 1979 
Page 3 

I) 
" . 

b) set up test leaches exactly like the USBM-Reno for 
1) North slope dump "ore" and 2) Manganese dump 
"ore"; 

c) after completion of the above, terminate the dozer 
for the present ; 

d) prepare documented proposal of chemistry to be used 
and wait for approval. 

a) do not work on any other pads until written notice from 
Tom or myself; 

b) put Dusty in charge of heap. Have him do all physical 
work there during the day and have Ed Rice take over 
the night shift and report to Dusty . Dusty should 
report to you. You are not to take any physical part 

. o~ the heap activities but only concern yourself with 
engineering work,i.e. : 

1) chemistry-metallurgy 
2) budget 
3) engineering and quantification 

3. Leach areas 1, 2, & 3. 

4. Melt percipitates daily . . Mail these to Tucson daily by 
return receipt requested mail. 

5. Keep accurate, concise, records which can be checked by 
any independent professional. This should be done on a 
form or forms of your own design, to include, but not 
limited to, the following: 

a) dail¥ record of dimensions of dump under leach and 
tonnage calculated for that area, plus supporting 
data, measurements, etc. 

b) record of through-put 
down time, etc. 

hours of leach per shift, 

c) titrate return hypo solution to determine barren 
strength, and .for presence of zinc. 
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Richard F. Hewlett 
June 22, 1979 
Page 4 

d) determination of H ° balance per shift; i.e , H20 
added to replace t~at lost to evaporation absorption 
in dump, or loss through pad. 

e) weigh out of zinc used per shift. 

NOTE: Materials balance is the key. 

6. W. Edward Speer will take sample of: 

a) Emerald ore high }1n02 ore from dump 

b) North Ramp ore 

7. Prepare a two (2) page memo specifying your opinion of 
the best option for leaching Mn ore. 

8. Come up with a realistic budget for the above. 

OBJECTIV:SS 

1. Document silver production from a specific amount of 
heap ore, specifically from areas 1, 2, & 3, processed 
from 6/22/79 to 6/27/79. 

2. Have documented budget for the above by the evening of 
6/23/79. 

3. Have test leach pads (as in Activities, #lb, sections 
1 & 2) and an action plan with proper miner-like record 
keeping forms and budget by 6/26/79. 

4. Have two . (2) page . "best options" report on metallurgy 
to use on Mn Ox ore by 6/26/79. 

On or before the dates specified above, mail, by registered, 
return receipt requested mail, one copy of all paperwork required 
above to Tom Schloss in New York, one copy to John Dean in Rhode 
Island, and one copy to myself in Tucson. Also be prepareu to 
discuss all of the material in concise, brief terms on the morning 
of June 27, 1979. 
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Richard F . Hewlett 
June 22, 1979 
Page 5 

Dick, I do not expect to have to tell you the details of how to 
do and document your job. I do ex pect , at minimum, the above 
outlined documentation, but it should not be limited to the above. 
It is your responsibility to do what is necessary for documentation 
and you will be held accountable for any omissions. 

Vj[Y truly yours, 

~ ~&--r 
J mes A. Briscoe 

JAB:cmd 
P-418 
cc: Tom Schloss 

Dwight Lee 
Dr. John Dean · 
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BY 

~ REOADEA FOAM No. 82420L. DAY-TIMERS, Allentown, PI. 18001 

HOW TO USE THIS 

~R i _ 
~ LETTER TO SAVE TIME. 

Type or write your reply in the space below, Then mail 
the white copy to us and keep the pink copy for your files, 
You'll save time and effort, and we'll have your answer 

much faster! Thank you, 
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~ LETIER TO SAVE TIME. 

Type or write your reply in the space below. Then ma il 

the white copy to U$ and keep the pink copy for your files. 

You·1I sa ve time and effort, and well have your a nswer 

much fo ster! Thank you. 
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TOMBSTONE 
July Summa~y Repo~t 

Me~~~~. B~i~coe, Lee, & Vean 

REV'EWED 

(,UG ~ ~/ 
BY~ 

The~e a~e two main a~~et~ on the Tomb~tone Vevelopment p~ope~ty. 
One i~ the heap and the othe~ i~ the open-pit and unde~g~ound 
o~e yet unmined. 

The heap ~till contain~ value~ in the nollowing: 

1. Fine~ that have not been leached due to blinding 
2. Clay~ that inhibit pe~colation and lock value~ 
3. Coa~~e o~e that the leaching ~olution~ can not penet~ate 
4. The manganeAe o~e(i~on & mangane~e locked value~). 

P~eviou~ wo~k with the ~mall doze~ on Robe~t Cowan~ p~oved that 
pe~colation can be induced mechanically by dozing n~om the top 
on the heap and 60~ming "thin" laye~~ 06 5 6eet. The coa~~e 
~oll~ down ahead on the 6ine~, which end up on o~ nea~ the top 
on the lint. U~e on a la~ge~ and na~te~ doze~ would allow pu~hing 
30,000 ton~ pe~ ton nO~ heap leaching. Obviou~ly, the nine~ 
a~e only going to be leached. Howe~ve~, by leaching the 6ine~ 
with the doze~-~hallow li6t method, cyanide can be u~ed to ~ecove~ 
~ome gold and ~ilve~ value~. P~e-t~eatment 60~ the managane~e 
o~e could nollow the con~t~uction on ~hallow lint~. P~e~ently, 
all wo~k i~ concent~ated on the evaluation on the heap and open 
pit o~e du~ing July, with the nollowing ~e~ult~: 

Su~nace Sample 
Locatio'n 

Top on Heap 

Contention Vike 

Ave~age G~ade 

~~ 

.014 .19 

.050 2.28 

Value($250/$8) 
~ ~ Total 

$3.50 $1.52 $5.02 

12.50 18.24 30.74 

6a~ed on ~e~ult~ on cyanide leaching compa~i~on~, a~ ~umma~ized 
above, Tom Schlo~~ wanted to evaluate the open pit a~ea. 

Requi~ed nO~ the evaluation on the Contention Vike a~ea a~e 
ba~iQally geological mapping and ~ampling, 60110wed by 
~hallow d~illing. O~e ~e~e~ve~ and g~ade cont~ol a~e the 
~e~ulting technical data obtained 6~om an evaluation. 
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REVIEWED 

AUG I ~: _ 
BY~ 

T~~t leach~~g 06 the Co~te~t~o~ V~ke p~oved a~ ~~~t~al ~ucce~~ 
6~om the po~~t 06 v~ew that the p~eg'~ we~e ve~y h~gh du~~~g 
the ~~~t~al c~~culat~o~. Al~o, ~t wa~ ~how~ ~~ a ba~~el te~t 
de~~g~ed by V~. Vea~ that the o~e 6~om the top 06 the heap 
leached ~lowly a~d wa~ ~ot ve~y h~gh ~n value~, wh~le ~n 
10 m~nute~ the ~~m~la~(230 #'~) te~t made o~ o~e 6~om the 
Co~te~t~o~ V~ke wa~ ~atu~ated(+6 ounce~ ~~lve~ pe~ ton). 
All 6la~k leach te~t~ w~th cold cya~~de ~how the ~ame ~e~ult~; 
ve~y 6a~t d~~~olut~o~ 06 p~ec~ou~ metal~. Veta~led metallu~g~cal 
te~t~(ba~~el and p~lot te~t~) w~ll qua~~t~6y the~e ~elat~o~~h~p~. 

Requ~~ed to complete a~e: 

A. C~u~he~ te~t~;leach~~g ~ecove~y 60~ va~~ou~ ~c~ee~ 
~~ze~-opt~mum Q~u~h~~g ~~ze 

B. B~u~h~ng 60~ geolog~Q mapp~ng and ~ampl~~g 

C. Sampl~~g 06 no~th e~d 06 the Conte~t~o~ V~ke 
and el~ewhe~e 

V. F~n~~h te~t~~g 06 p~lot o~e on pad 

E. Set-up metallu~g~cal te~t~~g(p~lotlba~~el) 

F. P~epa~e lab 60~ ~hak~~g a~d atom~Q ab~o~pt~o~ 

G. Map Qompl~lat~on a~d plott~~g 06 geology a~d ~t~uctu~e 
6~om old map~ a~d ~epo~t~. 

H. Su~vey~ng 06 ~ample ~~te~-topo 

I. A~~e~~ment 6~0 18 un-patented Qla~m~ 

R~cha~d F. Hewlett 
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COREY & KITTLE, P. c. 
BARRY M. COREY 

.JAY S . KITTLE 

PATRIC K .J . FARRELL 

TH O MAS A . STOOPS 

ATTORNEYS AT LAW 

August 1, 1979 

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

Attention: James A. Briscoe 
Re: SEA Hydromet, Inc. / Richard F. Hewlett 

Dear Jim: 

SUITE S09 TRANSAMERICA BUILD ING 

177 NORTH CHURCH AVENUE 

TUCSON, ARIZONA 8S701 

(602) 882-4994 

Enclosed herewith please find the following documents relating to 
the termination of Richard F. Hewlett from his involvement with 
SEA Hydromet, Inc. as a Director and Vice-President: 

(a) Minutes of Special Meeting of Shareholders, together 
with accompanying notice thereof. 

(b) Minutes of Special Meeting of Board of Directors, 
together with accompanying waiver of notice. 

(c) Draft letter from you to Dick Hewlett explaining 
the proposed action. 

In reviewing our file, it has come to my attention that Dick 
Hewlett is also a Director of SEA Hydromet. Therefore, it will 
be necessary to terminate his status as a Director of the 
Corporation prior to removing him as Vice-President. His re­
moval as a Director may be accomplished by a speical meeting of 
the shareholders, and accordingly, I have prepared minutes for 
such a meeting with that purpose in mind. Those minutes also 
serve to decrease the current number of Directors of the Corporation 
to one so that you will be the only Director thereafter. 

After Dick Hewlett is removed as a Director of the Corporation, you 
may then hold a special meeting of the Board of Directors to remove 
him as Vice-President of the Corporation and General Manager of 
the Corporation" s heap leaching project in Tombstone. The minutes 
of that meeting set forth those items of business. 

Dick will have to be advised of the special meeting of the shareholders 
of the Corporation pursuant to the Bylaws. Therefore, it will be 
necessary to send to him the enclosed notice of such meeting. I 
suggest that it be sent to him along with a letter from you, similar 
to the draft copy which I am enclosing, indicating the nature of 
the problem and the proposed action to be taken by you. Thereafter, 
the meeting may be held, and he may attend it if he so desires. 



COREY & KITTLE, P. C. 
ATTORNEYS AT LAW 

Southwestern Exploration Associates, Inc. 
August 1, 1979 
page two 

You will note that I have omitted some dates in some portions 
of these documents. I have done that because I am unfamiliar 
with your time table with regard to this action. Therefore, 
you may simply insert any dates which you feel are appropriate. 

Finally, with regard to the Notice of the Special Meeting of 
the shareholders, it is necessary to provide Dick with at 
least ten days notice thereof. Therefore, the meeting may 
not be held until at least ten days after the Notice is 
sent to him. 

Both Jay and I will be on vacation as of August 4, 1979, for 
two weeks, but I do not anticipate any problems occurring 
until possibly after the shareholder's meeting. However, 
please feel free to contact Barry Corey should you need ad­
ditional assistance with regard to this matter while we are 
out of town. 

PJF:ceg 
enclosures 

Sincerely yours, 

COREY & KITTLE, P.C. 

CKgIJ~~e 
Patrick J. Farrell 

P.S. Please return all of the minutes, the notice and the waiver 
of notice after they are signed in the enclosed, self-addressed, 
stamped envelope. 



NOTICE OF SPECIAL MEETING 

of 

SHAREHOLDERS 

of 

SEA HYDROMET, INC. 

NOTICE IS HEREBY GIVEN that a Special Meeting of the 

Shareholders of the Corporation shall be held on August __ , 1979, 

at the principal office of the Corporation, 4500 East Speedway 

Boulevard, Suite 14, Tucson, Arizona. 

Such meeting has been called by the President of the 

Corporation pursuant to Article II, Section 4 of the Bylaws of 

the Corporation, to disduss the following items: 

(1) The removal of Richard F. Hewlett as a Director of the 

Corporation. 

(2) The amendment of Article III, Section 1 of the Bylaws 

of the Corporation, changing the current number of directors 

of the Corporation to one (1). 

DATED this 3/ day of August, 1979. 

Ja es A. Briscoe, President 



MINUTES OF SPECIAL MEETING 

of 

SHAREHOLDERS 

of 

SEA HYDROMET, INC. 

A special meeting of the Shareholders of the Corporation was 

held at the request of the President of the Corporation on the date 

and at the time and place set forth in the written Notice of Special 

Meeting of Shareholders, signed by the President of the Corporation, 

fixing such time and place, and prefixed to the Minutes of this 

meeting. 

There was present James A. Briscoe, the President of Southwestern 

Exploration Associates, Inc., the majority Shareholder of the 

Corporation, and Richard F. Hewlett, the other shareholder of the 

Corporation. Mr. Briscoe presided and acted as Chairman. He called 

the meeting to order, noting the presence of a quorum, and recorded 

the minutes of the meeting himself. 

The first order of business dealt with the removal of Mr. 

Hewlett as a Director of the Corporation pursuant to Article III, 

Section 6 of the Bylaws of the Corporation. Mr. Briscoe stated that 

Mr. Hewlett was being removed as a Director of the Corporation for 

the following reasons: 

(1) Inefficient management of the heap leaching project 

currently being carried on by the Corporation in Torilistone, 

Arizona, resulting in disorganization of the project and financial 

burdens on -the project and the Corporation. 

(2) The failure of the IPS system developed by Mr. Hewlett 

to sufficiently increase the efficiency in leaching of various 



types of ores, together with the application of various chemical 

solvents, in connection with such project. 

(3) Concern that the soundness and the integrity of the invest-

ments of those persons who have invested in such project may be 

jeapordized as a result of the aforementioned problems. 

Upon motion duly made, seconded and unanimously carried, it was: 

RESOLVED that pursuant to Article III, 
Section 6 of the Bylaws of the 
Corporation, Richard F. Hewlett is here-
by removed as a Director of the Corporation 
for the following reasons: 

(1) Inefficient management of the heap 
leaching project currently being carried 
on by the Corporation in Tombstone, 
Arizona, resulting in disorganization of 
the project and the Corporation. 

(2) The failure of the IPS system de­
veloped by Mr. Hewlett to sufficiently 
increase the efficiency in leaching of 
various types of ores, together with the 
application of various chemical solvents, 
in connection with such project. 

(3) Concern that the soundness and the 
integrity of the investments of those 
persons who have invested in such project 
may be jeapordized as a result of the afore­
mentioned problems; and 

FURTHER RESOLVED that the removal of 
Ruchard F. Hewlett as a Dierctor of the 
Corporation shall become effective 
immediately. 

The final order of business dealt with the amendment of Article 

III, Section 1 of the Bylaws of the Corporation changing the current 

number of Directors of the Corporation to one (1). After deliberation 

and discussion, upon motion duly made, seconded and unanimously car-

ried, it was: 

RESOLVED that pursuant to Article XII of the 
Bylaws of the Corporation, Article III, Section 



... 

1 of the Bylaws is hereby amended to 
provide that the current number of 
Directors on the Board of Directors 
of the Corporation shall number one 
(1). Article III, Section.l of the 
Bylaws of ·the Corporation, as amended 
shall read as follows: 

" The business and affairs of the 
Corporation shall be conducted by the 
Board of Directors who shall number 
no less than one (1) nor more than 
ten (10) and until changed at an 
annual or special meeting of the share­
holders, shall number one (1). The 
directors need not be residents of the 
State of Arizona no~ Shareholders of 
the Corporation and shall be elected 
at the annual meeting of the share­
holders to serve until the next annual 
meeting of the shareholders and until 
their successors have been elected 
and qualified." 

There being no further business to come before the meeting, 

upon motion duly made, seconded and carried, the meeting was adjourned. 

DATED: ~ 01,1921 

es A. Briscoe 
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WAIVER OF NOTICE OF SPECIAL MEETING 

of 

BOARD OF DIRECTORS 

of 

SEA HYDROMET, INC. 

WE, the undersigned, being all of the Directors of 

the Corporation, hereby agree and consent that a special meeting 

of the Board of Directors of the Corporation be held on the date and 

at the time and place designated hereunder, and do hereby waive 

all notice whatsoever of such meeting and of any adjournment 

or adjournments thereof. 

We do further agree and consent that any and all lawful 

business may be transact~d at such meeting or at any adjournment 

or adjournments thereof as may be deemed advisable by the Directors 

present thereat. Any business transacted at such meeting or at 

any adjournment or adjournments 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: 

Time of Meeting: 10:00 a.m. 



MINUTES OF SPECIAL MEETING 

of 

BOARD OF DIRECTORS 

of 

SEA HYDROMET, INC. 

A special meeting of the Board of Directors of the Corporation 

was held on the date and at the time and place set forth in the 

written Waiver of Notice, signed by all the Directors, fixing such 

time and place and prefixed to the Minutes of this meeting. 

There was present James A. Briscoe, being the sole Director 

of the Corporation. Mr. Briscoe presided and acted as Chairman. 

He called the meeting to order, noting the presence of a quorum, 

and recorded the minutes of the meeting himself. 

The only order of business dealt with the removal of Richard 

F. Hewlett as Vice-President of the Corporatlon and General Manager 

of the heap leaching project currently being conducted by the 

Corporation in Tombstone, Arizona. Mr. Briscoe stated that this 

action was being taken for the reasons that the project is being 

managed in an inefficient manner, causing a financial burden on the 

project and the Corporation, the IPS systtm developed by Mr. Hewlett 

is not sufficiently effective in the heap leaching process, and the 

soundness and integrity of the investments of those persons who have 

invested in the project may be jeapordized as a result of the fore-

going. After deliberation and discussion, upon motion duly made, 

seconded and unanimously carried, it was: 

RESOLVED that pursuant to Article IV, 
Section 3 of the Bylaws of the 
Corporation, Richard F. Hewlett is 
hereby removed as Vice-President of 
the Corporation and General Manager 
of the heap leaching project cur-



rently being conducted by the Corporation 
in Tombstone, Arizona, for the following 
reasons: 

(1) Inefficient management of the heap 
leaching project currently being carried 
on by the Corporation in Tombstone, 
Arizona, resulting in disorganization of 
the project and financial burdens on the 
project and the Corporation. 

(2) The failure of the IPS system de­
veloped by Mr. Hewlett to sufficiently 
increase ' the efficiency in leaching of 
various types of ores, together with the 
application of various chemical solvents, 
in connection with such project. 

(3) Concern that the soundness and the 
integrity of the investments of those 
persons who have invested in such project 
may be jeapordized as a result of the afore­
mentioned problems; and 

FURTHER RESOLVED that the removal of 
Richard F. Hewlett as Vice- President 
of the Corporation and General Manager 
of the heap leaching project currently 
being conducted by the Corporation in 
Tombstone, Arizona, is, in the judgment 
of the Board of Directors of the Corporation, 
in the best interests of the Corporation; and 

FURTHER RESOLVED that the removal of 
Richard F. Hewlet as Vice President of 
the Corporation and General Manager of 
The Corporation's heap leaching project 
in Tombstone, Arizona, shall become 
effective immediately, and Mr. Hewlett 
shall be notified of this action taken by 
the Board of Directors by way of a letter 
to him written by James A. Briscoe, the 
President of the Corporation, on its be­
half. 

There being no further business to come before the meeting, 

upon motion duly made, seconded and unanimously carried, the meeting 

was adjourned. 



DATED: ~ 3/ I 19f/) 

~~ -j-~~ 
J es A. Briscoe 

ATTEST: 

James A. Briscoe 



D R AFT 

Richard F. Hewlett 

Re: SEA Hydromet, Inc./Tombstone Heap Leaching Project 

Dear Dick: 

I am writing to you after a great amount of thought and 
deliberation with regard to the current status of the heap 
leaching project in Tombstone. 

As you are aware, the project has not progressed as both of 
us had hoped it would. The reasons for this may be numerous, 
but I sincerely believe that your association with the project 
is not working out as we had planned. 

I am enclosing a Notice of Special Meeting of Shareholders of 
SEA Hydromet, Inc. which will serve as notice to you of an 
up-coming meeting of the shareholders of the Corporation and 
the items to be discussed at such meeting. As I indicated 
previously, I have given this matter much thought, and I think 
the only feasible solution to the problem is to terminate your 
involvement with the project so that it may possibly be turned 
around. The reasons for my decision will be discussed more 
thoroughly at the meeting, but briefly, my action is the result 
of what I consider inefficient management of the Tombstone project, 
resulting in financial burdens on the project and the Corporation, 
the failure of the IPS system to work as both of us had hoped it 
would, and my real concern f,or the investments of those persons 
who have contributed funds to the project. I certainly have an 
obligation to them, and I have received several inquiries from 
them with regard to the problems involving the project. 

Of course, the termination of your involvement with the Tombstone 
project and as an officer of SEA Hydromet will not affect your 
shareholder status in the Corporation. If you wish, that is 
something which we can discuss later, but at present, it certainly 
will not be affected in any way. 

Please take note of the date and time of the special meeting of 
the Shareholders, which will be held at my office. I am looking 
forward to seeing you at the meeting so that we may discuss this 
matter in more detail in person. 

t~ 
James A. Briscoe 



TOMBSTONE VAILY PROGRESS REPORT 

Augu.6t 1, 1979 

Me.6.64.6. B4i.6eoe, Lee, & Ve~n 

REVIEWED 

AUG J j 1i9.--­
BY~ 

S~mpling on the n04th end on the Contention ViQe i.6 p40g4e.6.6ing, 
~ee04ding to Jim B4i.6eoe'.6 p40eeedu4e. 

V4. Ve~n believe.6 that .6odium .6uI6ide(Na2S) will help U.6 to 
identi6y high .6ilve4 zone.6. We a4e able to 4un between 50 to 
100 .6~mple.6 pe4 hou4. Howeve4, it i.6 ve4y dinnieult to dete4mine 
the .6ilve4 value unde4 .5 t.oz./ton .6olution. The p40eeedu4e 
that I U.6e i.6 a.6 60110w.6: 

A. Pulve4ize 04e 04 U.6e "4un 06 .6ample" 
B. Add 30 g4am.6 04e to nla.6Q 
C. Add 90 ml on wa4m NaCN; we do not have a hot plate. 
V. Agitate n04 30 minute.6 & nilte4 
E. Add 10 mi. on nilt4ate to a 100 ml bea~e4 and add d40P.6 

on 5% Na2S .601ution. One d40p give.6 a eol04met4ie 
indication on ove4 .5 t.oz./ton .6olution, but thi.6 
i.6 1.5 t.oz./ton 04e due to mY.6olution dilution naeto4. 

Note that at $9/t.oz . .6ilve4, that the minimum level on detection 
u.6ing .6odium .6ul6ide i.6 $13.5 pe4 ton 04e. Thi.6 i.6 not even 
adaquate 004 04e eont401, beeau.6e ou4 eO.6t.6 would be unde4 
$5/ton 04e. Al.6o, the gold i.6 not detected u.6ing .6odium .6uI6ide. 
Until the atomic ab.604ption unit a44ive.6 and i.6 .6et-up and 
w04~ing, .6ome othe4 te.6t mU.6t be utilized. Jame.6 B4i.6coe had 
.6ome expe4ienee with a .6eintillomete4 u.6ing gamma 4ay bomba4dment. 
Radioactivity i.6 mea.6u4ed ba.6ed on the emi.6.6ion on light by 
ee4tain e4Y.6tal.6 unde4 impact by g~mma 4ay.6. Jim B4i.6eoe h~.6 
nound th~t ee4tain gold-4elated mine4al.6 emitt 4adiation, which 
mU.6t be 6u4the4 te.6ted in 04de4 to dete4mine in it could be 
a "04e-eont401" tool. 

Two objeet.6, a doze4 and a 4e.6evoi4, we4e u.6ed 604 local 
eont401 604 .6eale 604 the ae4ial photo.6 being p4epa4ed by 
S.E.A. Photog4aphy. The l~4ge.6t .6eale map will be 1 in.= 20 
neet, which i.6 ve4Y adaqu~te. 

M4. Ve4non V~le, the St~te Mine In.6peet04(n04 ou4 a4ea) vi.6ited 
and RFH .6howed him OU4 heap and open-pit a4ea(Contention Vi~e). 
Ve4non cautioned me on .6~6ety, and .6ugge.6ted to eheeQ the State 
Ageneie.6 n04 unde4g40und map.6 in the Contention a4ea-in addition 
to geology and a.6.6ay plan.6. Ve4non .6ugge.6ted M4. Jett on the 



REVIEWED 

Augu.6t 1, 1979 :~~ 
State Vepantm~nt 06 Natunal Re.6oun~e.6, the BLM, the Anizona 
Buneau 06 Mine.6, et~ .. 

Al.6o, I am ~onta~ting a.6 many "old timen.6" who wonlnd in the.6e 
mine.6 and they have mu~h in60nmation, and many have map.6. I 
have not yet detenmined the be.6t .6tnat~gy to obtain ~opie.6 
06 thein map.6. 

Map .6onting wa.6 done and .6tudy made 06 the vaniou.6 level 
map.6 and ~no.6.6-.6e~tion. Obviou.6 ane the 60110wing: 

A. Many map.6 06 the Tnanquillity, Empine anea 
B. Some map.6 06 the We.6t Side, Toughnut, and Silven Thnead. 
C. Few map.6 06 the Onegon-Pnompten, BunRen Hill, & 

Rattle.6 nake. 
V. No map.6 60n; 

1. Contention Mine 
2. Little Joe Mine 
3. Gnand Centnal Mine 
4. LU~RY CU.6.6. 

I am mO.6t intene.6ted pne.6ently in map.66nom the Contention 
ViRe anea. Could it be that Newmont bought no map.6 when they 
pun~he.6ed the Contention-Gnand Centnal-Lu~RY CU.6.6? OWnen.6hip 
pnion to Newmont.6 aqui.6ition ~ould lead to the map.6. 

Sin~enely, 

~F~ 
Ri~hand F. Hewlett 



~ 
®ffir£ of ~hrl~ c®Ihte ~n5p2dor 

705 West Wing, Capitol Building 
Phoenix, Arizona 85007 

602-255-5971 

HEALTH AND SAFETY I NSPECTION REPORT 

COMPANY NAME: SEA HY DROMETALLURGY 
'. :..--:.:-

MINE/PLANT NAME: 71 Minerals Leach Dump 

ADDRESS: P. O. Box 370 . 

Tombstone, Arizona 85609 
.-

PHONE NUMBER: 457-3733 ID #: 
-_ '1&:-

INTRODUCTION: This report is based on an inspection made pursuant to Arizona 
Revised Statutes 27-124 and 27-128. 

TYPE OF INSPECTION: SPOT 

INSPECTION #: 7 

GENERAL INFORMATION: 

EMPLOYMENT : 3 

WORK SCHEDULE: 
Hours per shift: 8 
Shifts per day: 1 
Days per week: 5 

TYPE OF OPERATION: Dump Leach 

PRINCIPAL PRODUCT: Silver 

DATE OF INSPECTION: August 1, 1979 

COMPANY OFFICIALS: 

Richard Hewlett, General Manager 

NEAREST TOWN: Tombstone 

COUNTY: Cochise 

INSPECTION PARTY: Richard Hewlett, General Manager 
Vernon Dale, Deputy Mine Inspector 

RECEIVED AUG 
, 0 1979 

cc: SEA HYDROMETALLURGY 6/79 
\James A. Briscoe - 4500 East Speedway, Suite 14, Tucson, AZ. 85712 



SEA HYDRO~ffiTALLURGY 
71 Minerals Leach Dump 
8/1/79 

WITHDRAWALS: PRIOR INSPECTION OF MAY 30, 1979 

Violations #1, #3, #4, #5, #6 and #7 from this inspection have been 
withdrawn. 

NOTE: Violations were withdra~~ because the metallurgical plans have 
changed and Mr . Hewlett has advised that no sulphuric acid will 
be used ·for probably six months. . 

COMMENT: At present a sampling program of the contention mineral struc':"-.-.:. --. 
ture is being carried out. If sample results are favorable, 
ore will be mined from an open pit and transported to a cyanide 
leach pad adjacent to the 71 Mineral_~·.:Leach Dump. 

It was recommended to Mr. Hewlett that he obtain all underground 
mine maps in the proposed pit area and draft an overlay of each 
mine level workings so that men and equipment do not drop into 
one of the old underground workings . 

/s/ Vernon Dale 
Deputy Mine Inspector 



(i}fm'; 
~~o 

, . 

705 West Wing, Capitol Building 
Phoenix, Arizona 85007 

602-255-5971 

NOTICE TO ARIZONA STATE MINE INSPECTOR 

In compliance with Arizona Revised statute Section 27-303, we are 

submitting this written notice to the Arizona State Mine Inspector 

(705 West Wing, Capitol Building, Phoenix, Arizona 85007) of our 

intent to start/stop (please circle one) a mining operation. 

COMP ANY NAME ------------------------------------------------------
CHIEF OFFICER 

--------~---------------------------------------

COMPANY ADDRESS ----------------------------------------------------
COMPANY TELEPHONE NUMBER -------------------------------------------
MINE OR PLANT NAME -------------------------------------------------
MINE OR PLANT LOCATION (including county and nearest town, as well 
as directions for locating by vehicle) 

TYPE OF OPERATION PRINCIPAL PRODUCT 
-------------- -------------------

,STARTING DATE CLOSING DATE ------------------ -----------------------
DURATION OF OPERATION ----------------------------------------------
PERSON SENDING THIS NOTICE -----------------------------------------
TITLE OF PERSON SENDING THIS NOTICE --------------------------------
DATE NOTICE SENT TO STATE MINE INSPECTOR ------------------------------------------

O I would like assistance from your office in writing the lesson plan 
for my mining company as required under Part 48 of Public Law 95-164. 



BAR RY M . COR E Y 

.JAY S. KITTLE 

PAT R ICK .J . FAR RELL 

THOMAS A. STOOPS 

RECEIVED AUG - S 1979 

COREY & KITTLE, P. C. 
ATTORNEYS AT LAW 

August 6, 1979 

SU IT E 509 TRANSAMERICA BU ILDING 

177 NORTH CHURCH AVEN UE 

TUCS ON , ARIZONA 85701 

(602) 882-4994 

Sou thwestern Exploration As sociates, Inc. 
4500 East Speedway Boulevard, Suite 14 
Tucson, Arizona 85712 

Attention: James A. Briscoe 

Re: SEA Hydromet, Inc./Richard F. Hewlett 

Dear Jim: 

Enclosed herewith please find the following documents 
relating to the termination of Richard F. Hewlett from 
his involvement with SEA Hydromet, Inc. as a Director 
and Vice-President: 

(a) Revised pages of the Minutes of the Special 
Meeting of the Shareholders. 

(b) Revised pages of the Minutes of the Special 
Meeting of the Board of Directors. 

(c) Revised draft letter from you to Dick Hewlett 
explaining the proposed action. 

I have revised the Minutes of the Special Meetings of the 
Shareholders and Board of Directors in accordance with our 
telephone conversation on August 3, 1979, and in addition, 
I have inserted an additional paragraph in the draft letter 
from you to Dick Hewlett with regard to his maintaining the 
morale of the employees of the project in Tombstone, as well 
as the friendly atmosphere among the employees and the towns­
people of Tombstone. 

You may simply substitute the enclosed pages of the minutes 
for the ones which were previously sent to you, and the draft 
letter as revised may now be typed on your letterhead. 

I hope these modifications comply with your desires in approaching 
this problem. 

As I indicated to you on the telephone, should you require any 
additional assistance or information , with regard to this matter, 
please feel free to contact Barry Corey while Jay and I are out 
of town. 

Si,ncerely yours, 

(0u~f~ 
Patrick J. Farrell 

PJF:ceg 



MINUTES OF SPECIAL MEETING 

of 

SHAREHOLDERS 

of 

SEA HYDROMET,INC. 

A s pecial meeting of the Sha r eholders of the Corporat i on was 

held at the r e que st of the Pr esident of the Cor por a t ion on t he date 

and at the time and place set forth in the written Notice of Special 

Meeting of Sha r e holders, signe d by the President of the Corporation, 

fixing such time and place, and prefixed to the Minutes of this 

meeting. 

The r e was pre sent J a mes A. Bri scoe, the Pre sident of Southweste rn 

Exploration Associates, Inc., the majority Shareholder of the 

Corporation, and Richard F. Hewlett, the other shareholder of the 

Corporation. Mr. Briscoe presided and acted as Chairman. He called 

the meeting to order, noting the presence of a quorum, and recorded 

the minutes of the meeting himself. 

The first order of busine ss dealt with the removal of Mr. 

Hewlett as a Director of the Corporation pursuant to Article III, 

Section 6 of the Bylaws of the Corporation. Mr. Briscoe stated that 

Mr. Hewlett was being removed as a Director of the Corporation for 

the following reasons: 

(1) Inefficient management of the heap leaching project 

currently being carried on by the Corporation in Tombstone, 

Arizona, resulting in disorganization of the project and financial 

burdens on the project and the Corporation. 

(2 ) The failure of the various chemical solvents developed by 

Mr. Hewlett to sufficiently increase the efficiency in leaching of 



various t ype s of ores, together with the app l ication of the IPS 

system, in connection with such proj ec t. 

(3) Concern that the soundness and the integrity of the invest-

ments of those persons who have invested in such project may be 

jeapordized as a result of the aforementioned problems . 

Upon motion duly made, seconded and unanimously carried, it was: 

RESOLVED that pursuant to Article III, 
Section 6 of the Bylaws of the 
Corporation, Richard F. Hewlet t is he re-
by removed as a Director of the Corporation 
for the following reasons: 

(1) Inefficient management of the heap 
leaching project currently being carried 
on by the Corporation in Tombstone, 
Arizona, resulting in disorganization of 
the project and the Corporation. 

(2) The failure of the various chemi­
cal solvents developed by Mr. Hewlett 
to suf ficiently increase the efficiency 
in leaching of various types of ores, 
together with the application of the 
I PS system, in connection with such 
project. 

(3) Concern that the soundness and the 
integrity of the investments of those 
persons who have invested in such project 
may be jeapordized as a result of the afore­
mentioned problems; and 

FURTHER RESOLVED that the removal of 
Richard F. Hewlett as a Director of the 
Corporation shall become effective 
immediately. 

The final order of business dealt with the amendment of Article 

III, Section 1 of the Bylaws of the Corporation changing the current 

number of Directors of the Corporation to one (1). After deliberation 

and discussion, upon motion duly made, seconded and unanimously car-

ried, it was: 

RESOLVED that pursuant to Articel XII of the 
Bylaws of the Corporation, Article III, Section 



MINUTES OF SPECIAL MEETING 

of 

BOARD OF DIRECTORS 

of 

SEA HYDROMET, INC. 

A spe cial meeting of the Board of Directors of the Corporation 

was held on the date and at the time and place set forth in the 

written Waiver of Notice, signed by all the Directors, fixing such 

time ,and place and prefixed the the Minutes of this meeting. 

There was present James A. Briscoe, being the sole Director 

of the Corporation. Mr. Briscoe presided and acted as Chairman. 

He called the meeting to order, noting the presence of a quorum, and 

recorded the minutes of the meeting himself. 

The only order of business dealt with the removal of Richard 

F. Hewlett as Vice-President of the Corporation and General Manager 

of the heap leaching project currently being conducted by the 

Corporation in Tombstone, Arizona. Mr. Briscoe stated that this 

action was being taken for the reasons that the project is being 

managed In an inefficient manner, causing a financial burden on the 

project and the Corporation, the chemical solvents developed by Mr. 

Hewlett are not sufficiently effective in the heap leaching process, to-

gether with the application of the IPS system, and the soundness and 

integrity of the investments of those persons who have invested in the 

project may be jeapordized as a result of the foregoing. After deliber-

ation and discussion, upon motion duly made, seconded and unanimously 

carried, it was: 

RESOLVED that pursuant to Article IV 
Section 3 of the Bylaws of the 
Corporation, Richard F. Hewlett is 
hereby revoved as Vice-Piesident of 
the Corporation and General Manager 



of the heap leaching project cur-
rently being conducted by the Corporation 
in Tombstone, Ari zona, for the following 
reasons : 

(1) Inefficient management of the heap 
leaching project currently being carried 
on by the Corporation in Tombstone , 
Arizona , result i ng in disorganization of 
the pro j ect and financial burdens on the 
project and the Corporation. 

(2) The failure of ~he various chemi ­
cal so l vent s developed by Mr. Hewlett 
to suffic iently increase the efficiency 
in leaching of various types of ores, 
toge ther with the application of the 
IPS s ystem , in connection with such 
project. 

(3) Concern that the soundness and the 
i ntegri ty of t he investments o f those 
persons who have i nvested i n such project 
may be jeapordized as a result of the afore­
mentioned proplems; and 

FURTHER RESOLVED that the removal of 
Richard F. Hewlett as Vice-President 
of the Corporation and General Manager 
of the heap leaching project currently 
b e ing conducted by the Corporation in 
Tombstone, Arizona, is, in the judgment 
of the Board of Director s of the Corporation, 
in the best interests of the Corporation; and 

FURTHER RESOLVED that the removal of 
Richard F. Hewlet t as Vice-President of 
the Corporation and General Manager of 
the Corporation's heap leaching project in 
Tombstone, Arizona, shall become effective 
immediately, and Mr. Hewlett shall be noti­
fied of this action taken by the Board of 
Directors by way of a letter to him written 
by James A. Briscoe, the President of the 
Corporation, on its behalf. 

There being no further business to come before the meeting, 

upon motion duly made, seconded and unanimously carried, the meeting 

was adjourned. 



D R AFT 

Richard F. Hewlett 

Re: SEA Hydromet, Inc. /Tombstone Heap Leaching Project 

Dear Dick: 

I am writing to you after a great amount of thought and deliberation 
with regard to the current status of the heap leaching project in 
Tombstone. 

As you are aware, the project has not progressed as both of us had 
hoped it would. The reasons for this may be numerous, but I sincer­
ely believe that your association with the project is not working 
out as we had planned. 

I am enclosing a Notice of Special Meeting of Shareholders of SEA 
Hydromet, Inc. which will serve as notice to you of an up-coming 
meeting of the shareholders of the Corporation and the items to be 
discussed at such meeting. As I indicated previously, I have given 
this matter much thought, and I think the only feasible solution to the 
problem is to terminate your involvement with the project so that it may 
possibly be turned around. The reasons for my decision will be discussed 
rno~~ thoroughly at the meeting, but briefly, my action is the result 
of what I consider inefficient management of the Tombstone project, 
resulting in financial burdens on the project and the Corporation, 
the failure of the IPS system to work as both of us had hoped it would, 
and my real concern for the investments of those persons who have 
contributed funds to the project. I certainly have an obligation to 
them, and I have received several inquires from them with regard to 
the problems involving the project. 

Of course, the termination of your involvement with the Tombstone 
project and as an officer of SEA Hydromet will not affect your 
shareholder status in the Corporation. If you wish, that is 
something which we can discuss later, but at present, it certainly 
will not be affected in any way. 

I am confident that I can count on your support and cooperation in the 
transmittal of the various data and information relating to :·the project 
to those persons who will be involved with it hereafter. In this re­
gard, I am sure you realize that a smooth transfer of such date and 
information is vital to the protection of the project. I am equally 
confident that you will continue to maintain good morale among those 
involved in the project and continue to encourage a friendly atmosphere 
among the project employees and the townspeople of Tombstone. 

Please take note of the date and time of the special meeting of the 
Shareholders, ~which will be held at my office. I am looking forward 
to seeing you at the meeting so that we may discuss this matter in 
more detail in person. 

Sincerely yours, 

James A. Briscoe 
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Aug U.6 t 6, 1 9 79 

Me.6.6n.6. Bn~.6eoe, Lee, Dean 

Robent Cowan took the dozen and h~.6 othen equ~pment that we 
wene nent~ng. He wa.6 pnomm~.6ed hi.6 payment(oven $3,000) and 
wa.6 not pa~d la.6t week. He wa.6 pa~d $500 Monday monn~ng, wh~eh 
~.6 .6evenal day.6 late and $2500 .6hont. Bobby Cowan ~.6 up.6et w~th 
oun laek on payment, and I would not be able to a.6k h~m to U.6e 
h~.6 equ~pment aga~n, a.6 he put.6 na~th ~n the loeal people to 
get h~m h~.6 payment.6. 

Moved ~nto the '71 M~nenal.6 bu~ld~ng, .6ton~ng ehemieal.6, ete., 
~n the loeked eage. We w~ll U.6e the onn~ee unt~l th~.6 Fn~day, 
when the nema~n~ng pontion on the "Gun Runnen.6" equ~pment w~ll 
be taken to the~n new bu~ld~ng at B~.6bee(beneh and blue~ng tank.6). 

Talked to Ai Watten.6on and he .6a~d that he had talked w~th 
J~m Bn~.6eoe on Sunday and that he wa.6 .6tant~ng to wonk th~.6 
eom~ng Wed.6nday. Ai w~ll be a neal ~mpontant add~t~on to 
oun .6tann due to h~.6 expen~enee ~n Tomb.6tone w~th '71 M~nenal.6 

. and h~.6 w~de pnaetal expen~enee ~n .6unvey~ng and heap leaeh~ng. 

Fnank Mol~na, who pnev~ou.61y wonked non me undengnound at 
Tomb.6tone(Goodenough-Toughnut-Emp~ne-We.6t Side) .6tated that 
h~.6 6athen would tell h~m 06 the h~gh-gnade gold m~ned 6nom 
the l.6t to the 3nd level.6 on the Content~on. My be.6t e.6t~mate 
~.6 that we ane 150 6eet above the 6~n.6t level 06 the Content~on 
M~ne. Dni6t map.6 would help U.6 d~neet oun explonat~on. 

Al.6o, the L~ttle Joe ha.6 high-g~ade one .6tanting on the 50-noot 
level(.6ampled by Canlo.6 Raymundo) and F~ank Mol~na lea.6ed the~e 
~n th e 30'.6. 

I mU.6t eontaet John Beeden 06 M~nenal.6 Eng~neen~ng ~n Denven 
to obta~n hi.6 Tomb.6tone map.6 and dn~ll-hole ~e.6ult.6. 

R~ehand F. Hewlett 
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AU G 7 1979 

"'1Jfr-
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O.C. Mill~~ did not wo~~, and K~ith Se~oggin.6 wo~~~d a v~~y 
b~i~6 p~~iod du~ to th~ bug.6-nat.6 that attae~~d whil~ he wa.6 
b~u.6hing. B~u.6hed to date a~e the wo~~ing.6/eut 6~om the no~th 
end 06 the Contention Di~e to the Boom Sha6t, and wo~king ove~ 
towa~d the Pump Sha6t. To 6ini.6h thi.6 job eompletely, and 
ineluding the Flo~a Mo~~i.6on down to the Little Joe and along 
the Contention Di~e, anothe~ wee~ i.6 ~equi~ed(two men). 

RFH .6pent the mo~ning with the 1 inQh= 20 6eet photog~aph.6 on 
the g~ound a~ound the Contention Dike, loeating all .6ample 
.6ite.6 on ove~lay.6. Thi.6 i.6 not 6ini.6hed, a.6 the eo~~elation 06 
highe~ .6ilve~ .6ample.6(NazS), .6ample loeation.6, geologieal 
mapping, ete. p~og~e.6.6e.6 with 6ield eheek.6 ve~y 6~equently. 

Augu.6t 5, 1979 

Continuation 06 plotting, and 6ield ehee~ing the loeation.6 
wa.6 do ne to day. 

Al.6o, the~e we~e .6ome bad a~ea.6 notieed Satu~day along the 
Contention Dike, e.6peeially on the ea.6t wall elo.6e to the 
no~th end 06 the Di~e expo.6u~e(glo~y hole) whe~e the ~oe~ 
.6palled on RFH and othe~ la~ge~ loo.6e .61ab.6 a~e obviou.6. 
Al.6o, many a~ea.6 do not have adaquate expo.6u~e due to .61u6, 
old dump mate~ial, ete .. The .61ab.6 and the un-expo.6~d wall.6 
mU.6t be eleaned-up and made .6a6e 60~ .6ampling and mapping. 
Ve~non Dale ~eep.6 pointing out that .6a6ety i.6 ou~ ~e.6pon.6ibility. 

Sinee~ely , 

Rieha~d F. Hewlett 
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MESSRS. B~i.6~oe, Lee, & Ve~n 

Ve~non V~le, the m~ne ~n.6pe~to~ ~ev~.6~ted tod~y to ~nno~m 
U.6 th~t he w~.6 ~emov~ng ou~ ~~~d ~equ~~ement.6. 

The ~~u.~he~ i~ being m~de ~o it i~ po~table, with E~nie 
E~~~pule'~ help. In ~ddition, it i~ po~~ible to get 
E~n~e.6 b~ll m~ll wO~Q~ng next weeQ w~th the d~~ve ~l.6o 
n~om the V-8 ~uto moto~ th~t powe~.6 the ~~u.6he~. 

B~u~hing i~ being done to en~ble ~~pid m~pping on the 
expo~ed ~o~k n~~e~. 

The .6U~n~~e ~nd unde~g~ound m~p.6 ~~e be~ng .6tud~ed nO~ 
ne~tu~e.6 ~el~t~ng to o~e m~ne~~l~z~t~on th~t ~~n be 
~n~o~po~~ted with the m~pping by J~me~ B~i.6~oe ~nd the 
~e~i~l photo utiliz~tion nO~ explo~~tion p~lnning. 

S~mple plott~ng ~ont~nue.6 ~nd ~epo~t w~~t~ng. 

S~n~e~ely yOU~.6, 

UJ! ;;!G~....,..... 
R~~h~~d F. Hewlett 
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Wo~ked on Lithol09lf and .6t~u~tu~al data nO~ de.6~~iption.6 06 ~o~k 
unit.6 mapped and .6ampled in the ~ail-~oad ~ut a~ea. Lo~ation.6 
mU.6t be nield eheeked. 

M~t w~th B~ll H~ght and F~anQ Gallup 6~om 8:00 o'eloeQ until 
Jam~.6 B~i~eoe a~~ived a~ound 3:00, at whieh tim~ w~ all went 
to in.6pe~t the 18 u.npatented ~laim.6 that belong to Tomb.6tone 
Vevelopment Company. 

M~.6.6~.6. High and Gallup hav~ bought 60~ th~ Tomb~ton~ D~v~lopm~nt 
Company th~ South~~n Paei6ie ~ail~oad ~ight-06-way 6~om th~ 
town 06 Tomb.6ton~(n~a~ 9th .6t~eet) pa.6t the USVA quan.6et building, 
pa.6t the plant(ea.6t), th~ough the Houghton ~laim,and a~ound the 
.6outh .6id~ 06 the hill SE 06 th~ Cont~ntion Vik~ and up to th~ 
Cont~ntion .6ha6t(Pump Sha6t). W~ in~p~et~d thi.6 a~~a, and lOOQ~d 
at th~ Cont~nt~on D~Q~ a~~a. App~~e~at~on 60~ th~ n~~d 06 la~g~ 
equipm~nt to min~-load-haul th~ o~~ wa.6 ~~eogniz~d by F~ank 
Gallup and Bill Hight. 

Upon Jam~.6 B~i.6eoe'.6 a~~ival, High and Gallup went with U.6 to 
look at th~ a~~a .6outh~a.6t 06 the Contention Dike a~~a whe~~ 
the 18 unpat~nted elaim.6 a~~ loeated. RFH ha.6 p~eviou.6ly 
di~eeted the a.6.6e.6.6ment when he wa.6 a gene~al pa~tne~ 06 '71 
Mine~al.6. P~eviou.6 wo~k ha.6 ~on.6i.6ted on ~oad-building, 
ai~-t~ae d~illing(Watte~.6on), and doze~ ~ut.6 and t~enehe.6. 
Mapping by B~~de~ and hi.6 d~ill-hole ~e.6ult.6 a~e not available 
th~ough '71 Mine~al.6. 

On mO.6t inte~e.6t in the Tomb.6tone Exten.6ion a~ea i.6 the alte~ation 
and th~ igneou.6 int~u.6ive. Th~~e a~e limited map.6 06 the wo~king.6. 
Explo~ation unde~ the eove~ b~tw~~n the Tomb.6tone Exten.6ion 
a~~a and th~ Contention eould be ve~y inte~e.6ting 60~ neW 
o~e body di.6eove~y. 
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Consultants in: Division of 

Southwestern Exploration Associates • Hydrometallurgical recovery 
• Heap and conventional leaching 
• Precious and base metals 4500 E. Speedway, Suite 14 

Tucson , Arizona 85712 
(602) 795-6097 

• nium/Vanadium 
• gsten 
Worldwide Mobilization 

S.E.A. Hydromet, Inc. 

Mr. Richard F. Hewlett 
P.O. Box 370 
Tombstone, AZ 85638 

August 7, 1979 

, , 

Richard F. Hewlett 
Vice President and General Manager 

Chemical Engineer 
Mining Engineer 

Re: S.E.A. Hydromet, Inc./Tombstone Heap Leaching Project 

Dear Dick, 

I am writing to you after a great amount of thought and deliberation 
with regard to the current status of the heap leaching project in 
Tombstone. 

As you are aware, the project has not progressed as both of us had 
hoped it would. The reasons for this may be numerous, but I sincerely 
believe that your association with the project is not working out 
as we had planned. 

I am enclosing a Notice of Special Meeting of Shareholders of S.E.A. 
Hydromet, Inc. which will serve as notice to you of an up-coming 
meeting of the shareholders of the Corporation and the items to be 
discussed at such meeting. As I indicated previously, I have given 
this matter much thought, and I think the only feasible solution to 
the problem is to terminate your involvement with the project so that 
it may possibly be turned around. The reasons for my decision will be 
discussed more thoroughly at the meeting, but briefly, my action is 
the result of what I consider inefficient management of the Tombstone 
project . resulting in financial burdens on the project and the Corp­
oration,the failure of the IPS system to work as both of us had hoped 
it would, and my real concern for the investments of those persons 
who have contributed funds to the project. I certainly have an 
obligation to them, and I have received several inquiries from them 
with regard to the problems involving the project. 

Of course, the termination of your involvement with the Tombstone 
project and as an officer of S.E.A. Hydromet, Inc. will not affect 



Mr. Richard F. Hewlett 
August 7, 1979 
Page 2 

your shareholder status in the Corporation. If you wish, that is 
something which we can discuss later, but at present, it certainly 
will not be affected in any way. 

I am confident that I can count on your support and cooperation in 
the transmittal of the various data and information relating to the 
project to those persons who will be involved with it hereafter. In 
this regard, I am sure you realize that a smooth transfer of such 
data and information is vital to the protection of the project. I 
am equally confident that you will continue to maintain good morale . 
among those involved in the project and continue to encourage a 
friendly atmosphere among the project employees and the townspeople 
of Tombstone. 

Please take note of the date and time of the special meeting of the 
Shareholders, which will be held at my office. I am looking forward 
to seeing you at the meeting so that we may discuss this matter in 
more detail in person. 

Your termination as Project Manager of the Tombstone Project will be 
effective as of this date. In order that a smooth transition of 
management on the Tombstone Project take place, I request you not 
to visit the project area. If there are any matters you need to 
discuss with me, we can do so at a mutually convenient time in my 
office in Tucson. 

JAB:cmd 
P-418 
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Richard F. Hewlett 
Vice President and General Manager 

Chemi cal Engineer 

S.E.A. Hydromet, Inc. 

August 7, 1979 

NOTICE OF SPECIAL MEETING 

of 

SHAREHOLDERS 

of 

S.E.A. HYDROMET, INC. 

NOTICE IS HEREBY GIVEN that a Special Meeting of the 

Shareholders of the Corporation shall be held on August 17, 

1979, at the principal office of the Corporation, 4500 East 

Speedway Boulevard, Suite 14, Tucson, Arizona. 

Mining Engineer 

Such meeting has been called by the President of the 

Corporation pursuant to Article II, Section 4 of the Bylaws 

of the Corporation, to discuss the following items: 

(1) The removal of Richard F. Hewlett as a Director 

of the Corporation. 

(2) The amendment of Article III, Section 1 of the 

Bylaws of the Corporation, changing the current 

number of directors of the Corporation to one (1). 

DATED this 7th day of August, 1979. 

Ja s A. Briscoe, President 
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Con s"thtn ts in: 

: base &. precious metals. uranium 

• coal. geothermal. environment 

• remote sensing. color aerial photography 

• rpretation-image processing 

Worldwide Mobilization 

Southwestern 
Exploration Associates, Inc. 

August 7, 1979 

Mr. Perry Durning 
Fischer-Watt Mining Co. Inc. 
P.O. Box 402 
Oatman, AZ 86433 

Re: Metallurgical Testing Report, 
prepared by Richard F. Hewlett 

Dear Perry, 

~r 1,/ 
4500 E. Speedway, uite 14 

Tucson , Arizona 85712 
(602) 795-6097 

James A. Briscoe, President 
Registered Professional 

Geologist 

I am in receipt of your letter voicing dissatisfaction with the 
Metallurgical Testing Report prepared by Mr. Richard F. Hewlett. 
May I assure you that I was also greatly dissatisfied with that 
particular report and, had I been in town and available to review 
it before presentation, the report would not have left this office. 

Your many points regarding the omission of pertinent material are 
valid and, as such, we will not require no~expect payment for the 
work done. 

I trust that our past associations indicate that this report is 
in no way representative of the work S.E.A. has built its reputation 
upon; future work will most assuredly be of the caliber S.E.A. prides 
itself upon. 

JABjcmd 
P-14 



Fischer-W~t_t Mining CQ. Inc. 
P. O. Box 402 
Oatman, AZ 86433 

August 6, 1979 
RE EWED 

Southwestern Exploration Associates 
4500 E. Speedway, Suite 14 
Tucson, AZ 85712 

Dear Jim: 

~.UJf. ~ i i9 ~ 
BY~-"V--

After waiting so long I was greatly disappointed by 
the Metallurgical testing report submitted by Dick Hewlett, 
July, 1979. The report contains no documentation of the 
testing procedures and results which could be used for 
either duplication of Dick's test work or calculation of 
cash flows. To be more specific I will identify some of 
the more serious omissions. 

1) pagel, line 4 - I-Very high recovery - Very high 
is meaningless without being quantified. 

2) page 2 . - Process chemistry. I feel it -is essen­
tial to show the probable chemical reactions for each 
solvent and to identify the solvent concentration and 
solvent consumption. Without this information it is 
impossible to make preliminary cost and cash flow 
projections. 

3) page 3 - Metallurgical testing - again there is 
no mention of solvent make up or consumption. 

4) page 4 - Results - There is no mention of what 
the assay results represent (presumably recovered 
values). If this is the case it is impossible to 
calculate percentage recovery without reject assays. 
It is not enough to say "no residual gold or silver 
was left," without supporting analysies. 



Although there is much interesting information in the 
Appendix, the first six pages are the guts of the report. 
This part of the report is almost devoid of the useful 
quantitive data needed to make further decisions on the 
property. Until this information is presented in a business­
like manner I cannot justify payment for the work done. 

Sincerely, 

9eJuL~ 
W. Perry--1)urnizm, 
Chief Geologist 



TOMBSTONE VAILY PROGRESS REPORT 

Augu.6t 7, 1979 

Me.6.6n.6. Bni.6eoe, Lee, & Vean 

REVIEWED 

AUGJ ..1-979 
2" J ~ 

Tom VandenBnoek. .6a.-Ld that the "Bn.-L.6eoe Apa!ttment" would be 
n.-Ln.-L.6hed today(paint.-Lng, ete.) and that .-Lt ean be oeeup.-Led 
on Wedn.6day. It will be nunni.6hed and nent.6 non $140/month. 

Sample .6tonage .-L.6 be.-Lng o!tganlzed .-Ln the !ted bu.-Llding that 
wa.6 p!teviou.6ly a !tepa.-Ln pant.6 .6hop. Until thene i.6 enough 
on the 71 Minenal.6 building ava.-Llable, numen.-Leal .6toJtage 
non the .6ample .6aek..6 mU.6t be aeeompl.6hed.6o that napid 
netnival On any .6ample numben ean be made and eithen geologieal, 
etallungieal, on a.6.6ay data obtained. 

Will go to Tue.6on non a meeting with J.-Lm at 4:30 PM. 

Wonk.ing on nepont.6. 

S.-Lneenely, 

~F~ 
Riehand F. Hewlett 
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S.E.A. Hydromet, Inc. 

Mr. Richard F. Hewlett 
P.O. Box 370 
Tombstone, AZ 85638 

August 7, 1979 

Richard F. Hewlett 
Vice President and General Manager 

Chemical Engineer 
Mining Engineer 

Re : S.E.A. Hydromet, Inc./Tombstone Heap Leaching Project 

Dear Dick, 

I am writing to you after a great amount of thought and deliberation 
with regard to the current status of the heap leaching project in 
Tombstone. 

As you are aware, the project has not progressed as both of us had 
hoped it would. The reasons for this may be numerous, but I sincerely 
believe that your association with the project is not working out 
as we had planned. 

I am enclosing a Notice of Special Meeting of Shareholders of S.E.A. 
Hydromet, Inc. which will serve as notice to you of an up-coming 
meeting of the shareholders of the Corporation and the items to be 
discussed at such meeting. As I indicated previously, I have given 
this matter much thought, and I think the only feasible solution to 
the problem is to terminate your involvement with the project so that 
it may possibly be turned around. The reasons for my decision will be 
discussed more thoroughly at the meeting, but briefly, my action is 
the result of what I consider inefficient management of the Tombstone 
project resulting in finan c ial burdens on the project and the Corp­
oration,the failure of the I PS system to work as both of us had hoped 
it would, and my real concern for the i nvestments of t hose persons 
who have contributed funds to the project. I certainly have an 
obligation to them, and I have received several inquiries from them 
with regard to the p r oblems involving the project. 

Of course, t he ter mi nation of your involvement with the Tombstone 
project and as an officer of S.E . A. Hydromet, Inc. will not affect 
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your shareholder status in the Corporation. If you wish, that is 
something which we can discuss later, but at present, it certainly 
will not be affected in any way. 

I am confident that I can count on your support and coqperation in 
the transmittal of the various data and information relating to the 
project to those persons who will be involved with it hereafter. In 
this regard, I am sure you realize that a smooth transfer of such 
data and information is vital to the protection of the project. I 
am equally confident that you will continue to maintain good morale 
among those involved in the project and continue to encourage a 
friendly atmosphere among the project employees and the townspeople 
of Tombstone. , 

Please take note of the date and time of the special meeting of the 
Shareholders, which will be held at my office. I am looking forward 
to seeing you at the meeting so that we may discuss this matter in 
more detail in person. 

Your termination as Project Manager of the Tombstone Project will be 
effective as of this date. In order that a smooth transition of 
management on the Tombstone Project take place, I request you not 
to visit the project area. If there are any matters you need to 
discuss with me, we can do so at a mutually convenient time in my 
office in Tucson. 

i
·ncerelY, d 
-~ 

Jmes A. Briscoe 

JAB:cmd 
P-4l8 



Consultants in : 
• Hydrometallurg ical recovery 
! Heap and conventional leaching 
• Precious and base metals 

Division of 
Southwestern Exploration Associates 

ranium/Vanadium 
ngsten 

4500 E . Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 
Worldwide Mobilization 

Richard F. Hewlett 
Vice President and General Manager 

Chemical Engineer 

S.E.A. Hydromet, Inc. 

August 7, 1979 

NOTICE OF SPECIAL MEETING 

of 

SHAREHOLDERS 

of 

S.E.A. HYDROMET, INC. 

NOTICE IS HEREBY GIVEN that a Special Meeting of the 

Shareholders of the Corporation shall be held on August 17, 

1979, at the principal office of the Corporation, 4500 East 

Speedway Boulevard, Suite 14, Tucson, Arizona. 

Mining Engineer 

Such meeting has been called by the President of the 

Corporation pursuant to Article II, Section 4 of the Bylaws 

of the Corporation, to discuss the following items: 

(1) The removal of Richard F. Hewlett as a Director 

of the Corporation. 

(2) The amendment of Article III, Section 1 of the 

Bylaws of the Corporation, changing the current 

number of directors of the Corporation to one (1). 

DATED this 7th day of August, 1979. 

*~A--~~ 
Jam s A. Brlscoe, Presldent 
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Southwestern 
Exploration Associates, Inc. 

August 7, 1979 

Mr. Perry Durning 
Fischer-Watt Mining Co. Inc. 
P.O. Box 402 
Oatman, AZ 86433 

Re: Metallurgical Testing Report, 
prepared by Richard F. Hewlett 

Dear Perry, 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 

James A. Briscoe, President 
Registe red Professional 

Geologist 

I am in receipt of your letter voicing dissatisfaction with the 
Metallurgical Testing Report prepared by Mr. Richard F. Hewlett. 
May I assure you that I was also greatly dissatisfied with that 
particular report and, had I been in town and available to review 
it before presentation, the report would not have left this office. 

Your many points regarding the omission of pertinent material are 
valid and, as such, we will not require not expect payment for the 
work done. 

I trust that our past associations indicate that this report is 
in no way representative of the work S.E.A. has built its reputation 
upon; future work will most assuredly be of the caliber S.E.A. prides 
itself upon. 

Sincerely, 'It ' - . -.. ~ -fb· -. . ' L~ 
Jp.mes A. Briscoe 

JAB/cmd 
P-14 



Fischer-Watt Mining Co. Inc. 
P. O. Box 402 
Oatman, AZ 86433 

August 6, 1979 

Southwestern Exploration Associates 
4500 E. Speedway, SUite 14 
Tucson, AZ 85712 

Dear Jim: 

","" .. , .. ". A::I. 
i.v~, j~ Y'.1.f ~ 

By J7.bl .. ~~. -
\' 

\ 

) 

After waiting so long I was greatly disappointed by 
the Metallurgical testing report submitted by Dick Hewlett, 
July, 1979. The report contains no documentation of the 
testing procedures and results which could be used for 
either duplication of Dick's test work or calculation of 
cash flows. To be more specific I will identify some of 
the more serious omissions. 

1) pagel, line 4 - I-Very high recovery - Very high 
is meaningless without being quantified. 

2) page 2 . - Process chemistry. I feel it · is essen­
tial to show the probable chemical reactions for each 
solvent and to identify the solvent concentration and 
solvent consumption. Without this information it is 
impossible to make prel iminary cost and cash flow 

.projections. 

3) page 3 - Metallurgical testing - again there is 
no mention of solvent make up or consumption. 

4) page 4 - Results - There is no mention of what 
the assay results represent (presumably recovered 
values). If this is the case it is impossible to 
calculate percentage recovery without reject assays. 
It is not enough to say "no residual gold or silver 
was left," without supporting analysies. 
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Although there is much interesting information in the 
Appendix, the first six pages are the gut s of the report. 
This part of the report is almost devoid of the useful 
quantitive data needed to make further decisions on the 
property. Until this information is presented in a business­
like manner I cannot justify payment for the work done. 

Sincerely, 

D 
- 00\ 

w. Perry-nurni~g, 
Chief Geologist 
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' To: Tom Schloss, Dwight Lee , FA MCO 
From: James A. Briscoe 
Date: August 9, 1979 

RE: Daily Progess Report Tombstone Project, 8/8/79, Cochise County, 
Arizona 

In the morning preparations were made for JAB and TEW' s (Thomas E. 
Waldrip, Jr.) departure for Tombstone. This included gathering of 
equipment, maps, checks from the Accounting Department for payroll and 
for suppliers and subcontractors who had previously done work at 
Tombstone. 

Five thousand dollars was confimed as having arrived from New York to 
the Tombstone general account that morning - transmitted by Dwight Lee 
at the request of JAB. An itemization of these checks was mailed 
8/8/79 in the morning with the previous day's report. 

As mentioned in yesterday's report, Mr. Richard F. Hewlett was 
terminated from project management on 8/7/79. At approximately 10:30, 
JAB and T EW de par ted for Tombs ton e . A tap pro x i mat ely 1 2: 1 5, JAB and 
TEW met Dusty Escapule and spent approximately 1/2 hour with him in 
the Wagon Wheel Cafe discussing RFH resignation and management change. 
Dusty Escapule enthusiastically received this news and indicated a 
willingness and enthusiasm to work with JAB and TEW. He indicated 
that increased cooperation from Ernie Escapule and Messers Charlie and 
Louie Escapule could also be expected. 

A chain of command was established with FAMCO at the top flowing 
through JAB then to TEW then to Mr. Al Watterson and to Dusty Escapule 
and others who might be employed as the project progresses. It was 
explained that detailed time records, budget projections, cash record 
and short, concise, meaningful daily reports would be required. 

Various aspects of the mining and metallurgical operation were 
discussed and after these have been more thoroughly reviewed by all 
parties at the site, as well as disccused with Dave Rabb and compared 
with the experience of the State of Maine mining operation, specific 
suggestions will be made. 

However, briefly and most importantly on these suggestions are as 
follows: 

1. Substantial danger may exist from open stopes below the 
Contention open cut. Extreme hazard may be involved in 
driving heavy equipment across the Glory Hole Area. At this 
point no one is sure how to alleviate this danger but working 
from the side of the cut with a long reach backhoe is probably 
the most viable. Safety consideratio~s must corne first in 
this operation. 
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2. The sides of the cut are raveling and slabby because of its '~M ­
echelon and parallel ve ,ip structure. This causes danger ~ from 
overhangs and falling " 6f several pounds to several tons and 
possibly several tens of tons. A substantial rock fall could 
cause death or injury. The sides must be slabbed down or 
barred down by some method. Some work has been done with the 
small Ernie Escapule backhoe, but this is inadequate to the 
task. 

3. Orientation sampling with smaller samples should be made prior 
to large barrel tests and still larger heap tests. 

4. Mining the open cut by scraper is not appropriate because of; 
a) the danger of falling into an open stope in the old 
Contention working~ b) inability to selectively mine ore. 

Dusty Escapule again indicated enthusiasm for 
reeterated that he expected complete honesty 
relationships with Dusty as well as clear and 
commments from him on all matters. 

the project and JAB 
and candor in all 

concise constructive 

Dusty's truck is the only one being used at Tombstone and he indicated 
that he desired a formal method of compensation for its use. We 
agreed that $.20 per mile and $10.00 per working day would be 
agreeable - and I strongly recommend this be instituted immediately. 
Mileage is to be calcuated only on business associated mileage - not 
personal mileage, and records will be kept on standard S.E.A. auto 
mileage forms. 

We then inspected the S.E.A. office/apartment at the Nelli e Cashman 
Apartments. It is still in the process of being painted but should be 
ready Thursday or possibly Friday. JAB and TEW as well as other 
personnel involved with the project will stay at this apartment in 
order to keep costs down and avoid motel charges. The rent is $140.00 
per month. A telephone will be installed in this apartment Friday as 
well as phone installation at the 71 Minerals Plant. 

We then drove to the 71 Minerals Plant and inspected it and the 
inventory. Material has been moved from the Willet truck into the 71 
Minerals Plant. The gun people are still in the plant but they must 
be vacated by Friday at which point we will have its complete floor 
space available to us. The value of this plant building is $35,000 to 
$40,000. Monthly rental from TDC is $180.00 per month. 

We then met Al Waterson at approximately 1:30 and I reviewed with him 
Dick Hewlett's resignation and asked whether he had any inseperable 
loyalities to RFH. He explained that they were close friends but that 
he understood the situation and this would not interfere with his work 
for the Tombstone Project. He indicated a willingness and capability 
to' work with Dusty Escapule and I explained to him the needs for close 
record keeping and complete candor and truthfullness in all dealings 
with company personnel and associated parties. 
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We inspected the brushing work being done by O.C. Miller and Norman 
Scruggin" This is being done in order that JAB can carefully and in 
detail map the geology in and surrounding the Contention open cut. 
This work can be improved and speeded up as it is not going as rapidly 
as I had anticipated. On Thursday we plan on getting a pitchfork and 
an extra saw as well as possibly a brush hook. We also anticipate 
paying Miller and Scruggin's on a job basis, (piece basis) rather than 
hourly in order to give them some incenti ve to wrap up the work. I 
anticipate this job will take until Friday to complete but it is 
critical so the mapping can be done in a careful efficient manner. 

The remainder of the afternoon was spent in "fence mending". JAB, 
TEW, DE, and AW drove to the Robert Cowan Ranch which happens to be 
the largest in southern Arizona, and gave him a check for $2,500.00. 
However, he had added up the time charts from the time clock on the 
bulldozer and found that we still owed him another $875.00 (see 
Attachment 1). I said that I would get this to him next week so that 
he is fully paid. He also indicated a strong willingness to work with 
us in the future and h~indicated that future transactions would be on 
a more formal basis with time cost estimates informal written 
contacts, careful time keeping, and prompt payment for equipment 
useage. 

We then drove back to Tombstone and stopped to visi t the State of 
Maine mine area and the Escapule operations. We spent approximately 
45 minutes talking wi th Louie Escapule. Charlie and Bailey Escapule 
had left for Tucson. Louie indicated a strong willingness to work 
with us under the new management situation. We inspected work that he 
had been doing with the new International Trackmounted hydraulic 
b a c k hoe and f 0 u n d itt 0 be v e rye f f e c t i v e and 0..1 ike 1 y tool to use i n 
mining operations in the Contention area. Its use would allow: a) 
selective mining of potential high grade streaks in the Contention 
ore, b) oper at i on s from a safe distance from under ground wor king s 
which otherwise might result in loss of equipment and life. 

Plans for Thursday, 8/9/79, were discussed with AW and DE. They will 
get together immediately in the early morning and itemize lists of 
necessary equipment, costs, and their concepts of a general operating 
outline. Both of these gentlemen have detailed experience wi th this 
type of operaiton and are capable of making this input. At 
approximately 10:00 Tom Waldrip will start working with them in order 
to get this equipment into a cash flow budget projection. 

At 5: 06 JAB and TEW left for Tucson in order to attend an AIi~E 
professional meeting and talk entitled, "Technology for Processing Low 
Grade Gold and Silver Ores" by George Potter, Mountain States 
Engineers. We arrived in Tucson at 6:39 and prepared for the meeting. 

At the AIME meeting I talked with Mr. Dave Rabb regarding the 
situation at Tombstone and solidified our meeting for Friday morning, 
describing what we require of him. Mr. Potter's talk was then given. 
The information was quite timely and useful to our Tombstone Project 
and several new ideas were generated. We have a tape recording of Mr. 
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Potter's talk available for any interested personnel from the project 
or FAMCO. After the talk, I talked with Charlie and Bailey Escapule, 
\..Jhose equipment was featured in some of the slides. I informed 
Charlie of t:he - some-Of the changes at Tombstone. He expressed great 
enthusiasm with working with me and expressed a desire to help in any 
way he could. He also expressed without my asking, his willingness to 
do AA assaying work for us. I also indicated that he could get 
delivery of a reconditioned AA unit from the middle west and if he 
could get an order from us he would fill out an order for four 
machines which should lower the cost to all parties. Approximate cost 
would be $2,500.00 and these machines would be delivered by air 
freight. I highly recommend that we take Charlie up on this. If we 
do not obligate for this group deal - we can do it later at a higher 
cost on our own. I think the AA is absolutely vital to our work in 
Tombstone and feel that we should take advantage of this kind offer. 

I r-Jj-

James A. Brisoe I 

JAB/mh 
P-418 

i 
~-



r 

N~ 1455 
r-n[])rJ7~~~ ~~Qj~~~~~~r~ ~(i) ~,l~[.lrJ\' 
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__ .. ____ Q ~~ __ .. _.1._ .••••.• 

_ ..... -.. - . "---- -_. _. - -- - - ._ ........ _ .. -.. _--_.-- - . - --~;-'-., 
o Bid Price 

. ------_ .. 

re' \\ 
--- - - ---- ------ 1--------

Materials Used Cost 
Ordered By: 

-_. __ ._- --------- --........ 

DESCRIPTION OF WORK 

'_13~C!_5..-:O _ c? 

___ 2CJ ... ~ _ 0 

Backhoe 
---------------------~----------I--- -------------- · ---

- - .. ---.-- 1---- ---.-- ... - ------ L.-------

----- --_ .. _-_._-----_.- "'- - --- ------- :~'i?).5 -; 0 0 Other 
-----.------ --- --------- --- - -1- -----···· __ ·- - --- - -. -----.----

~---~~-====~--- ----·----.I-----[=~kZ ~_d~-. - ;-.----.. --- -----.---- -3C!J~· 0 ~ 

-----------.--.. -.. ----- I----I----f?~, -- e~ -~~~-I..~ .. ;)." 1. ____ __ -- -- - -----
~ - -- -_._ " 

...... ' 
Co -Jls- ~ ~ cJ 

- _ _ __ • .0 • •• _________ __ _ •. _ . _______ • • 

Mileage 
-------

-- ... ------- ---I .------ -- ------
TOTAL -. --_. --- - --.-... -.- ----- -----_._-----_. 

.. - ... ----- - -- 1--- -----------------1--- ..... ---
Materials 

- -- - --- 1·--- 1----- ----- .. .. _------1- ___ ._. __ 
Total Materials Used 

- - - -- ---- -1--- --- ---------------
Sales Tax 

Sales Tax _ . _ ___ . _ _ Finance Charge 

_: _~.=:-~-:~-- ri? __ ?_~ C' a 
TERMS: Balance I. due upon rece ipt of this .t.tement and become. delinquent if not pa i d by 10th of following month of completion date. Fln.nce charge of .833 per month charged (ANNUAL PERCENTAGE 

RATE 10~~ ) on unpaid bnlnnce If not paid by the 10th Of the month following completion date . To avoid additional finance charo" pay balance due before 10th or each month there after. 
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MEMO 

To: S.E.A. Staff 

From: JAB 

Date: August 9, 1979 

Re: RESIGNATION OF RICHARD F. HEWLETT AS PROGRAM MANAGER 
OF P-4l8 AND VICE PRESIDENT, S.E.A. HYDROMET, INC. 

This memo will serve as notice to all S.E.A. personnel that, 
effective Augu-st 7, 1979 at 5:30 p.m., Richard F. Hewlett is 
no longer associated with S.E.A. Hydromet, Inc., Southwestern 
Exploration Associates, Inc., or the Tombstone Project, (P-4l8). 

This resignation was mutually agreed upon by Dick and myself, 
as his association with the Tombstone Project was simply not 
working out as originally planned. 

Tom Waldrip will be handling much of the Tombstone Project in 
the future, with myself as backup to this activity. This will, 
of course, put a strain on the workloads of both of us and will 
necessitate our being out of the office with greater frequency 
during the coming months. Your cooperation with this management 
change will be most appreciated. 

Be assured that the Tombstone Project still holds good potential 
for S.E.A. -- our trip to Tombstone yesterday, August 8, 1979, 
re-assured both Tom and myself that we have the cooperation of 
the workers and the townspeople and suppliers with whom Dick 
had worked. We're confident that, with this cooperation and 
the changes in management, the Tombstone Project can be turned 
around. 

JAB:cmd 
P-4l8 

c.- ~--
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Cc; 1..v~-Y7 _ _____ _ HOW TO USE THIS 
~Rj __ 
~ LETTER TO SAVE TIME. 

Type or write your reply in the space below. Then mail 

the white copy to us and keep the pink copy for your files. 

You ' ll save time and effort, and we'll have your answer 
much faster! Thank you. 

MESSAGE REPLY 

FOL.D DATE 6b/2~ DATE ____ --'-"FO""'kP. 

..L ~~!('!y CA!!/ ~11/'~7 kg elM.-

SIGNED 

~~ REORDEA FORM No. B2419L, DAV·TIMERS, AII.nlown, P,. 19001 
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Type or write your reply in the space below. Then mail 

the white copy to us ond keep the pink copy for your files . 

You ' ll sove time and effort, and we'll have your onswer 

much fasterl Thank you. 

MESSAGE REPLY 

FOLD DATE 

SIGNED SIGNED 

~ REORDER FORM NO . 82419L, DA.Y·TlMERS~ Alh,nIOW,.. PI. 18001 



Consultants in: Division of 
Southwestern Exploration Associates • Hydrometallurgical recovery 

• Heap and conventional leaching 
recious and base metals 
ranium/Vanadium 

4500 E. Speedway, Suite 14 
Tucson , Arizona 85712 

(602) 795-6097 • Tungsten 
Worldwide Mobilization 

S.E.A. Hydromet, Inc. 

Mr. Dusty Escapule 
Nellie Cashman Apts. 
Cottage #2 
121 E. 5th 
Tombstone, AZ 85638 

Dear Dusty, 

August 9, 1979 

This letter is to confirm our conversation yesterday, August 8, 
1979 with regard to the use of your 2 wheel drive, t ton pickup 
by S.E.A. Hydromet, Inc. in its operations in Tombstone, Arizona. 

S.E.A. Hydromet, Inc. has agreed to pay a rate of $0.20 per mile 
and $10.00 per day for use of this vehicle only while on the job. 
In keeping with this agreement, your obligation is to keep records 
of the miles traveled. This record keeping must be done on standard 
S.E.A. Vehicle Mileage forms which must be turned in to the S.E.Ar, 
Inc. offices in Tucson at the end of each month. It is from these 
forms that reimbursement is made; therefore, these must be accurate 
and up to date. 

If the above is agreeable to you, please indicate your approval 
and compliance by signing below. 

il;:;';/e' tU~A 
Thomas E. Waldrip, Jr. 
Program Manager 

:cmd 
P-4l8 





Southwestern Exploration Associates 
4500 E. SPEEDWAY, SUITE 14 
TUCSON, ARIZONA 85712 

(602) 79&-fJJ97 

FOR JIM __________________________________________ __ 

IN REFERENCE TO: 

S.E.A. Hydromet Shareholders 
M t· P 14 ee 1n~IRST CLASS MAIL 0 

HOW TO USE THIS 
~. i __ 
~ LETIER TO SAVE TIME. 

Type or write your reply in the space below. Then mail 

the white copy to us and keep the pink copy for your files. 

You'" save time and effort, and we'" have your answer 
much fasterl Thank you. 

MESSAGE REPLY 

FO LD 

is the co of notice we sent RFH he 
hareholders meeting today; also attached is the 

co from Kittle's office from which I t e RFH' 
notice onto letterhead. On final examination 
~fore uttin this meetin 'to rest' I no iced 

that, although the date was specified, August 17, 
the time was not! Sorr!! Somehow 10:00 a.m. 
~tuck in my mind, but that must have been from 
a revious meetin . 

~yway ,_ p-erha s RFH ill be in some im.eJ.o..da;l-__ 
afterall and I wanted to alert you of this 
ossibilit . p~::!.:!:..~:..=..::~.l...!. _______________________ -

P-14 
SIGNED Chris 

~ REORDER FORM No. 82 .. '9L . O .... Y ·TIMERS, AlI..,town, P • • 18001 

DATE ______ ..<..l.FO~bP 

SIGNED 
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WAIVER OF NOTICE OF SPECIAL MEETING 

of 

BOARD OF DIRECTORS 

of 

SEA HYDROMET, INC. 

WE, the undersigned, being all of the Directors of 

the Corporation, hereby agree and consent that a special meeting 

of the Board of Directors of the Corporation be held on the date and 

at the time and place des i gnated hereunder, and do hereby waive 

all notice whatsoever of such meeting and of any adjournment 

or adjournments thereof. 

We do further agree and consent that any and all lawful 

business may be transacted at such meeting or at any adjournment 

or adjournments thereof as may be deemed advisable by the Directors 

present thereat. Any business transacted at such meeting or at 

any adjournment or adjournments 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: 

Time of Meeting: 10:00 a.m. 

DATED: _ &---f-J/-"--/ ---,7 ,,L--/ _J +-1 __ 
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MINUTES OF SPECIAL MEETING 

of 

I~ /-JLU/~ 

/h1~~ 
~~. 
~ 

BOARD OF DIRECTORS 

of 

SEA HYDROMET, INC. 

A special meeting of the Board of Directors of the Corporation 

was held on the date and at the time and place set forth in the 

written Waiver of Notice, signed by all the Directors, fixing such 

time ,and place and prefixed the the Minutes of this meeting. 

There was present James A. Briscoe, being the sole Director 

of the Corporation. Mr. Briscoe presided and acted as Chairman. 

He called the meeting to order, noting the presence of a quorum, and 

recorded the minutes of the meeting himself. 

The only order of business dealt with the removal of Richard 

F. Hew}ett as Vice-President of the Corporation and General Manager 

of the heap leaching project currently being conducted by the 

Corporation in Tombstone, Arizona. Mr. Briscoe stated that this 

action was being taken for the reasons that the project is being 

managed in an inefficient manner, causing a financial burden on the 

project and the Corporation, the chemical solvents developed by Mr. 

Hewlett are not sufficiently effective in the heap leaching process, to-

gether with the application of the IPS system, and the soundness and 

integrity of the investments of those persons who have invested in the 

project may be jeapordized as a result of the foregoing. After deliber-

ation and discussion, upon motion duly made, seconded and unanimously 

carried, it was: 

RESOLVED that pursuant to Article IV 
Section 3 of the Bylaws of the 
Corporation, Richard F. Hewlett is 
hereby revoved as Vice-President of 
the Corporation and General Manager 



· . 

of the heap leaching project cur-
rently being conducted by the Corporation 
in Tombstone, Arizona, for the following 
reasons: 

(1) Inefficient management of the heap 
leaching project currently being carried 
on by the Corporation in Tombstone, 
Arizona, resulting in disorganization of 
the project and financial burdens on the 
project and the Corporation. 

(2) The failure of ~he various chemi­
cal solvents developed by Mr. Hewlett 
to sufficiently increase the efficiency 
in leaching of various types of ores, 
together with the application of the 
IPS system, in connection with such 
project. 

(3) Concern that the soundness and the 
integrity of the investments of those 
persons who have invested in such project 
may be jeapordized as a result of the afore­
mentioned proplems; and 

FURTHER RESOLVED that the removal of 
Richard F. Hewlett as Vice-President 
of the Corporation and Gene~al Manager 
of the heap leaching project currently 
being conducted by the Corporation in 
Tombstone, Arizona, is, in the judgment 
of the Board of Directors of the Corporation, 
in the best interests of the Corporation; and 

FURTHER RESOLVED that the removal of 
Richard F. Hewlett as Vice-President of 
the Corporation and General Manager of 
the Corporation's heap leaching project in 
Tombstone, Arizona, shall become effective 
immediately, and Mr. Hewlett shall be noti­
fied of this action taken by the Board of 
Directors by way of a letter to him written 
by James A. Briscoe, the President of the 
Corporation, on its behalf. 

There being no further business to come before the meeting, 

upon motion duly made, seconded and unanimously carried, the meeting 

was adjourned. 



I t _ . . . 

DATED: -~8'f-/---!.../-L-717r-/_7'-17-
7 

ATTEST: 

s A. Briscoe 

James A. Briscoe 



MINUTES OF SPECIAL MEETING 

of 

SHAREHOLDERS 

of 

SEA HYDROMET,INC. 

A special meeting of the Shareholders of the Corporation was 

held at the request of the President of the Corporation on the date 

and at the time and place set forth in the written Notice of Special 

Meeting of Shareholders, signed by the President of the Corporation, 

fixing such time and place, and prefixed to the Minutes of this 

meeting. 

There was present James A. Briscoe, the President of Southwestern 

Exploration Associates, Inc., the majority Shareholder of the 

Corporation, and Richard F. Hewlett, the other shareholder of the 

Corporation. Mr. Briscoe presided and acted as Chairman. He called 

the meeting to order, noting the presence of a quorum, and recorded 

the minutes of the meeting himself. 

The first order of business dealt with the removal of Mr . 

Hewlett as a Director of the Corporation pursuant to Article III, 

Section 6 of the Bylaws of the Corporation. Mr. Briscoe stated that 

Mr. Hewlett was being removed as a Director of the Corporation for 

the following reasons: 

(1) Inefficient management of the heap leaching project 

currently being carried on by the Corporation in Tombstone, 

Arizona, resulting in disorganization of the project and financial 

burdens on the project and the Corporation. 

(2 ) The failure of the various chemical solvents developed by 

Mr. Hewlett to sufficiently increase the e fficiency in leaching of 



.-
various types of ores, together with the application of the IPS , 

system, in connection with such project. 

(3) Concern that the soundness and the integrity of the invest-

ments of those persons who have invested in such project may be 

jeapordized as a result of the aforementioned problems. 

Upon motion duly made, seconded and unanimously carried, it was: 

RESOLVED that pursuant to Article III, 
Section 6 of the Bylaws of the 
Corporation, Richard F. Hewlett is here-
by removed as a Director of the Corporation 
for the following reasons: 

(1) Inefficient management of the heap 
leaching project currently being carried 
on by the Corporation in Tombstone, 
Arizona, resulting in disorganization of 
the project and the Corporation. 

(2) The failure of the various chemi­
cal solvents developed by Mr. Hewlett 
to sufficiently increase the efficiency 
in leaching of various types of ores, 
together with the application of the 
I P.S system, in connection with such 
project. 

(3) Concern that the soundness and the 
integrity of the investments of those 
persons who have invested in such project 
may be jeapordized as a result of the afore­
mentioned problems; and 

FURTHER RESOLVED that the removal of 
Richard F. Hewlett as a Director of the 
Corporation shall become effective 
immediately. 

The final order of business dealt with the amendment of Article 

III, Section 1 of the Bylaws of the Corporation changing the current 

number of Directors of the Corporation to one (1). After deliberation 

and discussion, upon motion duly made, seconded and unanimously car-

ried, it was: 

RESOLVED that pursuant to . Articel XII of the 
Bylaws of the Corporation, Article III, Section 



. 
f ...... • ., 

1 of the Bylaws is hereby amended to 
provide that the current number of 
Directors on the Board of Directors 
of the Corporation shall number one 
(1). Article III, Section 1 of the 
Bylaws of :the Corporation, as amended 
shall read as follows: 

" The business and affairs of the 
Corporation shall be conducted by the 
Board of Directors who shall number 
no less than one (1) nor more than 
ten (10) and until changed at an 
annual or special meeting of the share­
holders, shall number one (1). The 
directors need not be residents of the 
State of Arizona nor Shareholders of 
the Corporation and shall be elected 
at the annual meeting of the share­
holders to serve until the next annual 
meeting of the shareholders and until 
their successors have been elected 
and qualified." 

There being no further business to come before the meeting, 

upon motion duly made, seconded and carried, the meeting was adjourned. 

DATED: J/17 6 1 
-----Ir---~~--~----------



COMPANY NAME: 

@) 
®££tt~ of ~tat~ ~itte ~nspethtr 

705 West Wing, Capitol Building 
Phoenix, Arizona 85007 

602-255-5971 

HEALTH AND SAFETY INSPECTION REPORT 

SEA HYDROMETALLURGY 

MINE/PLANT NAME: Contention Mine & 71 Minerals Leach Area 

ADDRESS: 4500 East Speedway~ Suite 14 

Tucson, Arizona 85712 

PHONE NUMBER: 795-6097 ID #: 

INTRODUCTION: This report is based on an inspection made pursuant to Arizona 
Revised Statutes 27-124 and 27-128. 

TYPE OF INSPECTION: 

INSPECTION #: 1 

GENERAL INFORMATION: 

EMPLOYMENT : 

WORK SCHEDULE: 

3 Full-Time 
1 Part-Time 

DATE OF INSPECTION: August 27, 1979 

COMPANY OFFICIALS: 
Jim Briscoe, President 
Tom Waldrip, Assistant Manager 

p-'-ft<t 

Hours per shift: 8 
Shifts per day: 1 
Days per week: 5 

Al Watterson, Plant Superintendent 
Dustin Escapule, Mine Superintendent 

TYPE OF OPERATION: 

PRINCIPAL PRODUCT: 

INSPECTION PARTY: 

Open Pit NEAREST TOWN: Tombstone 

Silver COUNTY: Cochise 

Dustin Escapule, Mine Superintendent 
Vernon Dale, Deputy Mine Inspector 

NOTE: Please complete the enclosed "Notice to State Mine Inspector" form 
and return it to this office. (For C9ntention Mine) 

cc: SEA HYDRO METALLURGY / 6/79 



SEA HYDROMETALLURGY 
contention Mine & 71 Minerals Leach Area 
8/27/79 

NOTE: A backhole resting on the footwall side of the Contention 
vein is recovering ore from a shallow open cut. Underground 
markings have been opened up. The footwall appears to be 
reasonably firm. Some old mine maps have been recovered. 
It was recommended that the old mine workings be tied to the 
present surface. 

/s/ Vernon Dale 
Deputy Mine Inspector 



@) 
®ffite of ~tate ctmtine ~n5pednr 

705 West Wing, Capitol Building 
Phoenix, Arizona 85007 

602-255-5971 

RESPIRABLE MASS DUST MEASUREMENT METHOD 

Our sampling incorporates the use of a Model RDM-101 Respirable 
Dust Monitor, an advanced instrument designed for on-the-spot 
measurements of mass concentrations of the respirable fraction 
or the total mass loading of dust particles. 

The instrument utilizes a two-stage collection system for res­
pirable dust measurements. (For total dust determination, the 
precollector is not used.) The first stage consists of a cyclone 
precollector for the retention of the nonrespirable fraction of 
the dust. The precollector retains essentially all particles 
larger than about 10 microns in diameter (spheres of unit density) 
and passes all particles smaller than 2 microns. Particles not 
retained by the cyclone are then collected by the second stage of 
the instrument. The second collection stage consists of a circular 
nozzle impactor-beta absorption assembly with a manually operated 
indexing polyester impaction disc. The dust collected by impaction 
on the thin plastic film increasingly absorbs the beta-radiation 
reaching a Geiger detector from a carbon-14 source. 

The all-solid-state electronic programming and computing circuit 
provides the operator with a read-out directly in the units of 
mass concentration of a ir (milligrams per cubic meter). 

The normal sampling time is 7 minutes , but this can be varied. 

Measurements taken during this inspection follow. 

7/79 
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RESPIRABLE DUST ME~REMENT REPORT 

(GCA 7 minute sample unless otherwise noted) 

INSPECTION DATE: August 27. 1979 COMPANY: SEA HYDROMETALLURGY 

INSPECTED BY: Vernon Dale 
=-~~~---=----~-----------­Deputy Mine I nspector 

MINE/PLANT: Contention Mine & 71 Minerals Leach 
Area 

SAMPLE DRY TEMP. R.H. CONDITION OR DUST ~OUNT TLV 3 
NUMBER LOCATION (Fo ) (%) OPERATION (mg/m ) (mg/m ) COMMENTS: 

Muching ore from a 
Cab of International 3964 shallow open cut into 

1. Series B Backhoe ~4 12 truck 0.53 2.5 Steve Henderson. Operator 

Hauling ore from 
2. International Truck 94 12 pit to pad 0.38 2.5 Steve Henderson, Driver 

, 

. 

0 

. 
~ . . .. 
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INSPECTION DATE: AlllZUSt_27_ 1070 COMPANY: SEA HYDROMETALLURGY 

INSPECTED BY :v :!:.ce.r.unIl:'QL.l.ln~Dl.I.?a ..... J","e~:--_--:" ______ _ 
Deputy Mine Inspector 

MINE/PLANT: contention Mine & 71 Minerals Leach Area 

READING SAMPLING TIME READING TLV NUMBER OF 
NUMBER LOCATION IN MINUTES IN dBA IN dBA MEN EXPOSED COMMENTS 

Cab of Int.erhat iQna1 .. 3964 . 
~ 5 

84-87 
1. Series B Backhoe 

, 
Impact 91 90 1 Steve Henderson, Operator \ 

80-93 90 1 Loaded downhill 

2. International Truck + 6 75-81 90 1 Dumping 
R"i-02 on J "Rml .v uuhill 

0 

D-
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SEA HYDROMETALLURGY 
Contention Mine & 71 Minera1E 

Leach Area 

<IDffite of ~tate ~im ~nspednr 
705 West Wing, Capitol Building 

Phoenix, Arizona 85007 
602-255-5971 

NOTICE TO ARIZONA STATE MINE INSPECTOR 

In compliance with Arizona Revised statute section 27-303, we are 

submitting this written notice to the Arizona State Mine Inspector 

(705 West Wing, Capitol Building, Phoenix, Arizona 85007) of our 

intent to sta~/stop (please circle one) a mining operation. 

COMPANY NAME ~rn bSiOhtL £J<pL,ycth'ON tl?CP' 
) } 

CHIEF OFFICER TI; 1/ In?'t.5 

COMPANY ADDRESS 
----------------~------------------------------

COMPANY TELEPHONE NUMBER WJ..2J 238'-- 023:2 
MINE OR PLANT NAME C/J??fr)"lh'j-r) )11Ih~i- 7/ Pv k=>M ;J j~l',4 

, c::1~A:... 
MINE OR PLANT LOCATION (including county and nearest town, as well 
as directions for locating by vehicle) 

'-/~~h'lbsl-tJne. , C (jd/'Se. LC2khJy 

/-41-- h/J! )}, C:nd:nb'p? )?zJJJe i 7J InJ~~/5 /eufYt qw 
TYPE OF OPERATION !2~ rJ2t"l PRINCIPAL PRODUCT c<i'l'i per ~/'1c1 4C// 

'/ J ~ 7' 
STARTING DATE ~7 I'flt CLOSING DATE ________ _ 

DURATION OF OPERATION ________________________________________ __ 

PERSON SENDING THIS NOTICE --------------------------------------
TITLE OF PERSON SENDING THIS NOTICE ____________________________ _ 

DATE NOTICE SENT TO STATE MINE INSPECTOR -------------------------
PLEASE NOTE: Any operation found operating, without having sent 
this notice to the Arizona State Mine Inspector, will be charged 
with a petty offense. 
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D R AFT 

Richard F. Hewlett 

Re: SEA Hydromet, Inc . . /Tombstone Heap Leaching Project 

Dear Dick: 

I am writing to you after a great amount of thought and deliberation 
with regard to the current status of the heap leaching project in 
Tombstone. 

As you are aware, the project has not progressed as both of us had 
hoped it would. The reasons for this may be numerous, but I sincer­
ely believe that your association with the project is not working 
out as we had planned. 

I am enclosing a Notice of Special Meeting of Shareholders of SEA 
Hydromet, Inc. which will serve as notice to you of an up-coming 
meeting of the shareholders of the Corporation and the items to be 
discussed at such meeting. As I indicated previously, I have given 
this matter much thought, and I think the only feasible solution to the 
problem is to terminate your involvement with the project so that it may 
possibly be turned around. The reasons for my decision will be discussed 
WGre thoroughly at the meeting, but briefly, my action is the result 
of what I consider inefficient management of the Tombstone project, 
resulting in financial burdens on the project and the Corporation, 
the failure of the IPS system to work as both of us had hoped it would, 
and my real concern for the investments of those persons who have 
contributed funds to the project. I certainly have an obligation to 
them, and I have received several inquires from them with regard to 
the problems involving the project. 

Of course, the termination of your involvement with the Tombstone 
project and as an officer of SEA Hydromet will not affect your 
shareholder status in the Corporation. If you wish, that is 
something which we can discuss later, but at present, it certainly 
will not be affected in any way. 

I am confident that I can count on your support and cooperation in the 
transmittal of the various data and information relating to :the project 
to those persons who will be involved with it hereafter. In this re­
gard, I am sure you realize that a smooth transfer of such date and 
information is vital to the protection of the project. I am equally 
confident that you will continue to maintain good morale among those 
involved in the project and continue to encourage a friendly atmosphere 
among the project employees and the townspeople of Tombstone. 

Please take note of the date and time of the special meeting of the 
Shareholders, ~which will be held at my office. I am looking forward 
to seeing you at the meeting so that we may discuss this matter in 
more detail in person. 

Sincerely yours, 

James A. Briscoe 



NOTICE OF SPECIAL MEETING 

of 

SHAREHOLDERS 

of 

SEA HYDROMET, INC. 

NOTICE IS HEREBY GIVEN that a Special Meeting of the 

Shareholders of the Corporation shall be held on August __ , 1979, 

at the principal office of the Corporation, 4500 East Speedway 

Boulevard, Suite 14, Tucson, Arizona. 

Such meeting has been called by the President of the 

Corporation pursuant to Article II, Section 4 of the Bylaws of 

the Corporation, to discuss the following items: 

(1) The removal of Richard F. Hewlett as a Director of the 

Corporation. 

(2) The amendment of Article III, Section 1 of the Bylaws 

of the Corporation, changing the current number of directors 

of the Corporation to one (1). 

DATED this day of August, 1979. 

James A. Briscoe, President 


