Next week meaning this week?

Ya, I am sorry, for the week of 8/13/79, ok, we cannot get
telephones in until we put in a $600 deposit on them, and we
require a telephone for safety purposes, and I think that is
a mine inspector requirement...

We got a phone before and we paid our bills didn't we? So
why should...

Well, I am just telling you what the phone company by edict
has said, that they want $600 advance payment.

Well did we put up $600 for the phone in the apartment?

I am not sure how we got that, and I have not gotten the
straight story on it but...

Lets figure that out because thats...

Well, ok, so we need $1,200 for telephone deposits for two
telephones. The mining and leach test is going to be - well
I had $1,520 - we ought to change that to $2,000. I am
assuming $500 for assays and crushing from Charlie Escapule.
$300 to Ernie Escapule for backhoe rental....

Isn't that already in the mine?

No, this is for his small backhoe, and I am assuming that we
need that.

What for?

Well, we use it for a variety of things. Moving of any
heavy equipment around, digging some test openings in - well
lets see, in the open pit area, we have got to do some
trench work so that I can get in and take samples on
Wednesday.

I thought that that had already been done.

What had been done was Dick used the bulldozer to make a
ripper cut at right angles to the pit, and he took samples
along those ripper cuts. But that is simply not adequate.
We have got to have a backhoe cut. There is also a dump up
there that we think is probably pretty high grade, and
probably is about 10,000 tons which we want to sample and do
our barrel test work on so we will need the backhoe.

Is this another dump?

Ya, it is a dump that has never been touched right up on the
Contention, and one of the things that we want to do is
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probably set it on the pad, and leach it.
In addition.

Ya, right. After we test it, we have to see if there is
something worthwhile in it. Ok, then $1,000 in
miscellaneous - in work capital which would include putting
the door on the plant, and I don't know, just miscellaneous
items that I am sure are going to come up. So that would be
$5,520.00.

Ok.

Which leaves us with, I believe, with about $10,000 worth of
cash requirements.

Ok, Jim, I am going to have to look at the stuff that you
gave me, and I assume that there is some financial stuff in
that because we sent - I think I sent you $10,000 - five
each in the last two weeks. ‘

Yes, that is correct.

And I thought we were about caught up, so I guess that I am
kind of confused.

Well, ok, the things that we are not caught up on with -
related to those particular expenditures are the $875 we
still owe Robert Callan that I didn't know about, and the
$1321. of expenses that we owe Dick related to gasoline
purchases, purchases of equipment that he put on his
personal checking account.

I thought we stopped having him pay anything.
Well, we had, but this is more of the stuff...
I want to see the details of those before anything is paid.

Ok, well, I agree with you entirely, and we are getting
those details together.

Ok.

Ok, so that's - the $4,396.17 are essentially for the work
done last week, and the Hewlett expenses. The $5,520 would
be for this coming weeks work, which we have to pay in
advance for the tests as I have described them to you.

Ok. Is Rabb coming down again on Friday?
I have not made specific arrangements with him yet. One of

the things that we are going to do, possibly today, was get
on a conference call with you and John Dean, but yes, I am



sure that it will be possible for him to come down Friday or
Monday, or possibly both.

Ok, I guess it is pretty hard for you and Rabb to be in the
same place at the same time.

Well, he has got all kinds of other ongoing projects, and in
and out of town, so yes, that is difficult, why?

Well, I was thinking in terms of a conference call.

Oh, ya. I think the easiest thing to do is probably simply
arrange it though the operator if you can. If you want to
do that.

Do you know when he is available?
I have not talked with him this morning, so no, I don't.

Why don't you touch base with him and lets you and I talk
later this afternoon.

Ok, that's fine.

Ok, good. Because I have got to go, and I have got to meet
somebody and I am late.

Ok. However, if we are going to do this stuff this weekend,
we have to know very quickly so that we can reserve the
trucks and do the other things.

Right. I understand that. Really, I have got to talk to
John Dean, I have got to try and talk to Tom, so I have got
some work cut out for me too.

Well, let me just finalize this by saying, inspite of the
problems that we have had, I am really quite optimistic
after seeing what the situation is, and I think that this is
a worthwhile thing to pursue.

Just to expand on that for a second, what did you learn that
makes you feel that way? - while you were down there. You
spent three days down there - 2/3 of one day were just sort
of shot with Rabb...

Well, not really, that was...

Well in the sense that you were taking him around and
getting him acquainted, there is an education process.

Ya, it was an education process but we discussed some of the
problems that were involved down there, and I think that
most of them were metallurgical, and managerial, and related
to not having enough cash at the right time - probably.



Which gets back to the managerial problem.

I don't think that not having cash at the right time had
very much to do with the problem down there, Jim.

Well, I think that that was a managerial problem on Dick's
part. I am not suggesting that it related to Tom's
unwillingness tO....

I mean he had four times as much money as he thought he was
going to need to get where we never got.

Ya, I agree, but I think that that was a managerial problem
- because - well, I am just tell you - synopsizing without
trying to go into every last little detail. But what he
should have done was he should have purchased a plant from
Charlie and Louie, he should have gone directly to cyanide,
and gotten everybody paid carefully, and gotten everybody's
cooperation — none of which happened.

Right.

However, I think I have completely turned that whole
situation around, and as long as we can pay people
reasonable amounts of their equipment, and get our debts and
everything paid on time, we have really got a great deal of
support, and a great deal of good things going for us.

Okie doke. I will speak to you later today probably.

Ok, good enough.

Thank you.

Bye, bye.






Conference call between JAB, John Dean and Dwight Lee ., w/Z K455
August 13, 1979

J:

Hello?

Operator: Hello conference call for you from Mr. Lee.

J:
D:

J:

Alright, fine.
Jim, it is your ball game, why don't you shoot.

Ok. John, I think you are probably the only one that I have
not talked with today, so let me just kind of give you a
thumbnail sketch of what...

Let me just interrupt you - John's line was busy because I
was trying to bring him up to date, so he has an overview -
which is not to say that you shouldn't give him a summary,
but I just wanted you to know that I had spoken to him.

Ok. Well, let me then make it very short and sweet as far
as the managerial problems that we have had there, and if
you have any questions, John, don't hesitate to ask. Most of
the problems that we have had, I think, are really
managerial in nature. I have had to do a lot of fence
mending - that is pretty well accomplished. We have the, I
think, pretty enthusiastic support of Charlie & Louie
Escapule, Ernie Escapule, and I infer both the leassors and
- the TDC folks - and other towns people. This is quite
important because we really didn't have much support for a
variety of reasons, which you are more or less familiar
with, and there is no point in going into detail on. But
that really occupied most of my time last week, as well as
trying to ascertain what in the devil is the problem and
what to do next. One of the real things that I did not
anticipate because of the communications problem with Dick,
was the fact that the Contention open cut is exceedingly
dangerous. As a matter of fact, it is so dangerous it has
just given me nightmares about it. It relates to the fact
that that was a very active mining area, and there are
probably stopes below there that go from someplace below the
current level down to probably the 600' level, and they may
be up to 40' in width.

Oh.

So we probably have been driving heavy equipment over broken
ground that is only supported by a maze of square set
timbers below us, and we don't know how far below us, but we
could have a situation where that ground would suddenly open
up to possibly as much as 40' wide and 600' deep and
everything would simply disappear. Probably beyond
retrieval. Obviously, no one is enthusiastic, including the
Arizona mine inspector to have us running equipment back and



forth over that open cut. I didn't feel that using a scraper
was the way to do it anyway, but at this point, I don't even
think we can safely get on with a front end loader, which is
the next way I thought was reasonable. However, the
Escapules have got a large backhoe working on their ground
which they are renting for $3,000 a month from Lem, the guy
from Modern Equipment, who I have never met. I have watched
this backhoe operate, I think it is the ideal piece of
equipment for us to us on an experimental basis to see if we
can get on the east side of the Contention open cut, and
reach over the edge and simply mine what I believe is
relatively high grade material off of that flank.

How far can it reach, Jim?

Well, this particular unit I think can probably reach about
10', I believe.

10' out and 12' down I guess.

Ya. I would say something about like that. Maybe even a
little bit further. It has got about a 20' boom on it, and
this is one of the things that I really didn't use a
measuring device to find out, but I think what we can do - I
believe that there is a strip of altered and mineralized
rock that is at least 10', and maybe if we are lucky - 20'
wide, Now we have to establish this by sampling, but if it
is 10' wide - oh gosh, I don't have my notes right in front
of me - but I calculated that we would have, I believe,
about...

How far along the strike, Jim?

About 700' is the length of that open cut. Now there may be
more ore available, but, again, that is subject to sampling.
But what I had estimated is that if there is an average of
10' over 700' in length, that cut is probably 25' to 30'
deep, and that would yield us about 14,000 tons of material.
If Dick's hypothetical suggestions are correct - and you got
to really hesitate to rely on that - but it is just for
guess work factors - we might have something in the range of
$25 of precious metal recoverable out of that rock. If so,
and if we assume that the cost is going to be $15 per ton,
we could see a cash flow of that material of about $140,000.
And then we would be on a level where we could - well I
think if the backhoe works out, I think the reasonable thing
to do will be to get a somewhat larger backhoe with a longer
reach, and what we can do, as my preliminary discussions
with Charlie Escapule - which would be subject to some kind
of a written agreement - we could use cooperatively that
piece of equipment so that we might use it 30% to 40% to 50%
of the time, and they would use it the remainder, or vice
versa, whatever turned out to be a reasonable use. And I
think that working cooperatively, we could get a pretty
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substantial mining operation off the ground, again making
the assumption that the initial test proves feasible - that
would get us where we want to be, and that is in a positive
cash flow position. And then we can go about carefully
outlining additional reserves in the District.

Well, Jim, when you talk about 14,000 tons, what would be
the maximum that you think might be available in the
Contention area. I mean do you forsee the number or could
it be a 100,000 tons or 50,000 tons - at 350 tons per day or
something - I haven't gone through the numbers - but you can
get 14,000 tons pretty fast.

Yes, that is correct.
Then you would be done.

That is right, Dwight, but I think the main potential of the
District is in going back and discovering more veins like
were mined in the old days, and that is going to take some
exploration, but there is really lots and lots of
exploration potential there. I think what we want to do, at
this point, is cut the expenses and get into some kind of a
positive stature, rather than this being a drain on your
resources.

Right.

Ok, lets assume that - well we may have a structure in the
Contention area that is as much as - oh, it is about 30'
wide in places. If we get another 10', which I believe we
can on either side pretty easily, that would be 50' by 700'
- of course there is extensions. The material goes - in the
stoped area - I believe probably continues - or the
mineralized material - so let me just quickly calculate that
out. Ok, using that 50' width by 700' in length, for every
13 feet in depth, which is the cubic feet per ton - that
gives us 35,000 tons. So in 26 feet we would have 70,000
tons, and if we could mine it another 13 feet, which I think
is certainly feasible, we could have 100,000 tons, and if we
- I think that there is going to be some really high grade
streaks in that that might yield quite a bit of results -
which we want to put on a - probably something like a
concrete or asphalt pad where we can be absolutely assured
of getting all of our solutions back, and so that we can go
in and stir up or whatever might be necessary to get optimum
results. But if we ended up with 100,000 tons at $10.00, we
would end up with about a million dollars cash flow. Now,
lets preface that by saying you all know the risk in taking
tonnages and assumed grades and assumed recoveries and say
ok, we are going to put a million dollars in our pocket.
That isn't what I am trying to say at all, but I think that
that is the potential, and so I think that it is worth
pursuing at this time. And I think the first step in that

ik



pursuit is this mining test that I am talking about with the
backhoe, which I would like to perform this weekend in the
interest of time and equipment availability, which will give
me the hard and fast figures that I need as far as one,
whether the backhoe works, and if it does how fast it works,
what is the cycle time of the trucks, what is the cycle time
of the backhoe itself in filing up the trucks, and so on.
Then we can determine whether that is the backhoe to use, or
maybe we would get one that is twice as big. Now, as an
adjunct to this, on Wednesday we will plan on starting to
set up our barrel tests and shaker tests to determine where
these values are and so that we can go on with barrel leach
tests, and so we can determine the ore grade.

Jim, can you describe in a little more detail the sequence
of events when you are down there from the sampling - what
these barrel tests are going to be like, and then I would
like to talk about the leach test itself based on the
conversation that you and I had this morning.

Ok, the sequence of events that we have discussed, and up
until Saturday we really didn't have any facilities to work
with at all, but as I explained to you, Dwight, and assume
you explained to John - but briefly, the Escapules have a
complete set up, and will run crushing, pulverizing and
shaker cyanide assay tests for us for small samples so we
can tell where to start the barrel testing. We will set up
the barrel tests starting Wednesday morning, assuming that
we can buy the equipment, and start barrel testing almost
immediately. They will run our cyanide solutions for us on
their AA on a toll basis, and so we don't immediately have
to have a laboratory, although, assuming this test is
positive this weekend, I would suggest we get one just as
soon as possible too, because the inadvisability of relying
on someone elses facilities. Ok, so the sequence of events
is early Wednesday morning I will start laying out samples,
and I will preface that by saying that the samples that Dick
laid out are inadequate for a variety of reasons. So I am
going to lay out samples. I will have a crew of 2 or 3
people working right behind me picking up samples. I would
say by noon we will have enough samples to start getting
some definitive tests as far as just where we are in
relation to small samples. And then from those, as soon as
we get those back from the Escapules, which ought to be
sometime during the next day, we will start taking samples
to put in barrel tests. We may go ahead Wednesday afternoon
taking samples for barrel tests, and if we can get it
underway, we will have the barrel tests going Thursday
morning. By Friday we ought to start getting some results
back on those, and I think that we can go ahead on Saturday
morning with the mining test, which will use the backhoe and
two eight ton trucks. Ok, then we will - assuming - I have
used some assumed rates on the size of the backhoe and the
time that it is going to take to cycle the trucks, etc., and



I expect that we will be able to get between 400 and 500
tons on our test pad. Now there may be something that I am
unaware of that will mean that we will only get 100 to 200
tons, or maybe things will go very well and who knows, maybe
we will get 800 to 1,000 tons. But at any rate, we will
have a definite tonnage in which we will have samples taken
before its mined and then we will get samples out of each
truck load that is trucked to the pad, and we will run
barrel tests on those, and then leach the material using
Ernie's small plant and the small plant of this Dutch
geologist, if I can negotiate its accessibility - Gabriel
Helday. If, again, lets assume that the material that we
will be mining is in the $25 recoverable range, and it is
going to cost - well the costs are a little bit hard to
ascertain right now, but assuming that we could get $10
back, we would have a fairly substantial run of precious
metals off of that - again making the assumption that it is
recoverable.

What kind of leach time would you expect on that, Jim?
Well.

Would you start leaching before you got say the entire 400
tons?

No, no, we wouldn't want to do that because we would want to
be sure and get the dump completely prepared, but I believe
that we could start leaching on Monday morning if we can get
everything - if we can get started on it very soon - which
means like tomorrow morning - getting all the ground work
laid. Then I would imagine that we are looking at about a
months worth of leach time to get everything that is going
to come out out. Now, again, we don't know that for sure,
but we have Ernie's small plant for a month and I think on
the last test, John, you probably have the information
better in hand on this, but I think we only leached for
about 6 hours and we ended up with a fairly good chunk of
silver in precipitate form

There were several things that were off on that. One was
the pumping rate was much less than we thought and the time
was very short, but it was shaping up to be a very promising
test, I thought.

Ok, ya, I think - well, the problem was we didn't know what
the pumping rate was, obviously I think we need to be sure
and have a flow meter on this test, and adequate paper work
and so on. I have got everybody working on those. The big
question is the ok from Dwight to go ahead. And also being
sure that we have everything set up in a way that is
acceptable to everyone - metallurgically speaking - lets put
it that way.
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Ok, well, you're mentioning these small tests that the
Escapules are going to run on a toll basis?

Yes.

You will deliver them - what - 5 pounds of ore or something
like that and they will...

One of those sacks full of material, John, probably 5 to 8
pounds - whatever they contain.

And what will they do - crush it and pulverize?

Ya, they will go ahead and crush the whole thing and
pulverize it and put in an aliquot of cyanide solution, and
then they have got a shaker - I don't know whether you have
seen that or not.

I think I have, ya.
It is called a wrist...
A similated wrist shaker.

Ya, wrist shaker. And then they will simply give back to us
the analyses of what is cyanide soluble in that material.
And then I will guide our larger barrel tests from that -
which we will either take with a backhoe or by hand
initially.

Would it be possible to have them or somebody send me a
standard operating proceedure with quantities and so on?

I don't see why not. It might be up to me to get that data
down. ‘

Because - you know - Dick had an absolutely terrible test.
He only used 30 grams and every time a different spoon size
and he made hundreds of tests and it didn't mean anything =
and I want to avoid that if we can.

Ok..‘

Jim, let me make a comment here. I believe the Escapule's
have a very standardized test on the weight of the material,
the fines of the grind, the amount of sodium hydroxide they

add, the pH they operate at - you know - it is a
standardized - it compares very easily with tests of other
ores and things.

Well, don't you imagine that they have it written up
somewhere?

I don't know whether they will have it written up, but it
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wouldn't be hard to get it down on paper in a...

Have you had experience with the shaker instead of the
rotating bottle?

Yes, the wrist shaker is a little better aeriation than the
rotating bottle on the rolls. Really the best aeriation is
the pachuka where you introduce a rising air column and get
better aeriation that way - but the shakers are considered

superior aeriation to bottle roll - it doesn't give you as

much bubbling through the pulp - a cememt mixer type mixer

is better than the bottle roll.

Well the only thing that worried me about shaker is
segregation of the heavy down at the bottom.

That is why it is better. It is like holding the Erlinmar
on your wrist and shaking it 20 times a minute.

Oh, it is really flopping over then.

Chuuu-chuuu-chuuu-chuuu-chuuu yes. Really flopping over and
cascading and droplets throwing around in the flask.

Ok, well I haven't seen that one operating, but as long as
its better - I am used to the gallong jugs on the rolls...

That is my standard test here at the Arizona Bureau...

We have always used that and as long as it is better than
that, why I can't complain.

Ok, well...

I would like the standard procedure for practical. I felt
that this would save a lot of back tracking as we went along
if each major thing - if we just had written out what was
really the basic cook book recipe of a standard way of doing
it, and then the operator will have it to refer to and he
won't drift off and do something crazy - like experiences I
have had with Iocene. So, if we have - the other advantage
is instead of always having to describe the test, you can
give it a standard operating proceedure number and then
everybody knows what it is supposed to be.

John, that is an interesting thing that you brought up. I
fully agree with you and yes, I think that we should do that
and I will do so as soon as I possibly can so no problem
there. Regarding that qualitative sodium sulfide test that
Dick was doing, my impression was that that was something
that you had described to him and the methodology of doing
3.

No, that isn't the one. The one that - over at Ernie



Escapule's little lab, he had a whole bunch of meter flasks
set up with - just sitting on a bench. And he periodically
took them by hand when he thought of it - but there was no
uniformity of grind, and he was only using 30 grams of ore.
He was trying to match the fire assay quantity, but he
wasn't matching the fire assay grind and so he was putting
out samples that didn't conform to that Richards Table, and
the results are whimsical - you don't know what they mean.

Ok. The one thing that really upset me when I came down and
saw - that was the 30 grams that they were getting was not
from any uniform grind, it was just the fines that fell down
to the bottom of the bag.

Right out of the bag. And those tests didn't mean anything.

Ok, well, as soon aS.e.e.

That was one reason why I keep harping on this point because
if Dick had put in the proceedure way back when supplied us

with reams of data, if he put in a proceedure we could have

picked it up, but he never told how he did it. He just gave
the results.

Ya.

And he got away from ounces to dollars as fast as he could,
and you were never sure how he got there - from one to the
other - and so much of that great volume of material
couldn't be interpreted to mean anything.

Ya. Ok, well when I got down there a week and a half ago, I
just told him stop all that and store the samples, which
they have done and actually I think that all the samples
have to be re-taken too - well at any rate, that is where we
are today. Now, John, the other thing that - well my
recommendation - and certainly I would be more than willing
to have your input on it or I certainly want to have your
input on it - but I think that assuming that we have a
positive reaction from this test this weekend using the
small plant that we are renting, I think that we should
immediately go ahead and buy one of the Escapule large
plants, and one of the small ones too. Dick's motus
operandi was to build the plant so we have a bunch of
filters around and theoretically we could build it but I
think that that is silly when we have got a completely
tested production line method at a quite resonable cost, I
believe.

Is this a 50 gallon per minute?

Ya, ya, it is a 300 ton per day unit. 65 gallons per
minute, I believe.
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Ya. And we can incorporate the equipment that we now have
into that plant so that we are not simply tossing ours
aside, but...

I think that that is probably pretty essential because my
impression of the borrowed or rented - what ever that was
that Ernie - wasn't a very good deal. The pump burned out,
and we didn't get the right flow, but maybe there was
something wrong, and I don't have any confidence in these
improvised, borrowed, or uncertain situations - and it is
too important to have the tests fails because of some
deficiency at the critical point of recovering the product.

Ok. Well, I think that we are thinking along the same
lines. Now because there are no plants available right now,
we will be using Ernie Escapule's plant for one month, and a
brand new small plant - if I can come to an agreement with
the fella who is just taking delivery on one as of this
week, and who is not quite ready to put it into production
in another area in the Tombstone district.

What size is the small plant?

It is the same size. So what we could do, is by using both
plants, increase the amount of spray on that test leach, and
thereby decrease the total retention time, or putting it
another way - if one plant breaks down, we can continue
without interuption whereas if we depend on one plant and
something breaks, then we are dead in the water until we get
it repaired. However, lets assume that we start leaching on
Monday, and everything looks pretty positive. Then I think
that we ought to go ahead and order a small plant and a
large plant, because the delivery time is going to be 30 to
45 days. And that will get us...

The only suggestion that I have is that if we had two plants
of the same size - preferably the 50 to 65 gallons - that
would make for a very efficient operation and real
production...

Sure would.

Because they are interchangeable and...

END OF TAPE
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Toll Call 7799 % ]

Time: Approximately 3:30
Returning Dwight Lee's call

Dwight?
Hi Jim.
Hi.

Sorry that I haven't gotten back to you - it has been one of
those kinds of days.

Ya, I can understand.

I got my head salesman on vacation in addition to Tom not
being here, and the stock market is going crazy, so its a...

Is it going up or down?

It has been going up. It wasn't up today as much as it has

been, but it has been a period that has gotten very active -
the kinds of people that we deal with. Not enough hours in

the day - but I know that you know all about that.

Ya. Unfortunately.

I was in the process of having a conversation with John when
he had to get off, and I am supposed to start talking with
him again around 8 this evening. So that is one of the
reasons that I haven't gotten back to you. The quick
overview on that is he is in favor of progressing with this
stage that we have been talking about. He has a sort of
longer range concern, which I share, which is if you take
the best case of your estimates on the Contention, where do
we go from there. If everything went perfectly - which it
won't, because it never does - then where do we go. And we
started talking about the heap, which is where it thinks -
for a variety of reasons - if there is potential here - that
it is economic for us to pursue as opposed to a bigger
mining company and a real operation in terms of full scale
mining because of the change in prices. It is going to be
on the heap, and we were just starting to talk about that
when he had to get off.

Ok.

I went back and looked through some of your reports, and
based upon - he assumes that the fines have been pretty well
leached. That is obviously from the hip kind of statement -
and he would be the first to admit that because you don't
know how much perculation was there.



Ya, right.

He feels that the manganese is essentially unleachable by
any technology that we have got. And if you take those two
categories - that is 45% of the heap by Dick's reckoning. So
that leaves you 55% of the heap, which by Dick's reckoning
turned out to be the lowest grade - roughly $12 or $13 a
ton.

Ya.

Now I came up with those numbers after John had to get off
the phone so I haven't had a chance to pursue that yet. So
to get the average of $23 a ton at the prices that we were
using at that time, you had to include the manganese and the
fines, which probably was a terrible assumption.’

Well, could be. I think that we simply don't know what is
recoverable from the manganese. There may be some that is
recoverable.

That's right - once you crush it - who knows - but John's
basic feeling is that what you learn from a fire assay of
manganese is basically meaningless.

Oh, well I don't think that we ought to do any fire
assaying.

No, I know you don't - but I mean - therefore - and he adds
to that that nobody really has the technology to get the
real values or the values that are indicated by the assays.

Yes.

Which is not to say you might get something, but who knows
and at what cost.

Well, I think the heap to me was always only a means to an
end of developing the remainder of the district. And I
think that it is a means to gain a cash flow position, which
I believe we should then plow back into exploration in the
central part of the district and consolidating the Tombstone
Extension area and, I believe, we are going to find lots and
lots of exploitable silver and gold mineralization. There
are several ways to go. I believe that you can probably
sell your interest in the district now - and probably get
your money back, but I think that it might be more
profitable to pursue exploration. Now the Contention zone
itself continues on for another probably 1,000' to the south
and 1,000' to the north - whether it is as wide as it is
where we are talking about mining, is questionable, although
there is quite a red halo on strike with it, in which there
might be some lower grade values which would be ammenable to
larger tonnage operations, which give you a lower unit



profit - but a greater dollar volume - or at least that is
the normal situation.

That extension is on property that we control, right?

Yes, that is right. And then there is all kinds of targets
that would be underground targets that have not even been
touched. I think that is where the main dollar volume would
come from - is from underground workings such as have been
exploited to date. However, I have a feeling...

Jim, hang on one second, ok?
Alright. Dwight?
Ya.

Ok. Let me continue on. So I think that the best promise
is in the underground of the old district. However, there
may be some relatively near surface veins that we can
exploit using a large backhoe. I don't know that for sure,
but it is a possibility. But the district has produced lots
and lots of dollars at present prices for metal, and there
is every reason to expect that there is at least as much
there now as there was mined out before.

Jim, when you talk about things like these stope problems,
aren't you talking about pretty major kinds of mining
activities? I mean you almost would need a joint venture
partner to really - a major mining company to do it,
wouldn't you?

To do what?
To seriously mine this area.

I would say yes and no. The more money you put in, the
larger an operation you are going to have and the less
chance you have simply gamblers ruin from lack of staying
power - which is essentially what we have got at this point.
Again, I think the most lucrative way to leverage money 1is
to do an amount of exploration that thoroughly enhances the
value - which is a rather low cost proposition in relation
to building an underground mine plant - or the underground
workings themselves, and a surface mining plant.

Hang on just a second, Jim.
Dwight?
Hi Jim.

Ok. While we were mutually doing our thing here, I got a
call from Charlie Escapule, and have some prices and kind of
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some interesting information too that I think is apprapoe to
what we were discussing. First off, let me run down the
prices. These quys are really just bending over backwards

to help us.
This is Charlie?

Ya, right. I got a price of $25 per hour on his front end
loader. He cautioned me not to mention that to anyone else
because he generally charges $35.00 an hour. He does - he
is going to write up a description for John Dean on their
shaker test proceedure and for crushing and pulverizing our
8 to 10 pound sample sacks, and providing us silver and gold
assay, he will charge us $6.00 per sample and for an AA
determination on our barrel leach tests...

Excuse me, Jim, the $6.00 per sample includes crushing,
pulverizing and running?

Right.
Ok.

And for just the AA determination on cyanide solution off of
our barrel test, $1.75 for gold and silver.

Ok.

Ok. For the large plant - delivery is 45 days - simply
because - from whatever time it is ordered - because of the
delivery time on accessories and parts. And for the small
plant, it is 30 days. The large plant is $16,500, and the
small plant is $3,750.00.

Ok.

And it looks at this point like I will not be able to get
the second plant from that other fellow that I was talking
about.

Ok.

Ok, now the other interesting thing from a geologic point of
view is that they have been using this backhoe to dig some
quite deep trenches, and they are down about 14' in one
area, and they have started turning up visible gold and
quite a bit of horned silver. The significance of this is
something that I have been trying to prove since 1973, and
of course, '71 Minerals simply never pursued anything
diligently, and so even though I had the suspicion, I was
never able to prove it, but my suspicion was that in the
igneous rock, such as there is in at the State of Maine -
and is rather similar to what we are in in the Contention
area, the silver values leach out of the surface, and so the



material you get very near the surface is not as high grade
as it is lower down, were it has not been quite so affected
by surface leaching. This - my suspicion is - that the
material that has been exposed to a lot of weathering at the
Contention - or in the Contention open cut - the surface,
which is the only thing that we can sample, using anything
besides a backhoe, will probably be a lower grade than the
material more protected by depth of cover. That is the
other reason that I want to get in a do this mining test.

So they are finding disseminated values that I actually
suggested - or I should say richer values with depth that I
suggested in 1973, would be present, and I think that this
is indicative of the type of thing that we may be fortunate
enough to find in and on the claims of the TDC ground.
Further, this also indicates potential richness in the
sedimentary units which underly the igneous rock that they
are mining in presently. Charlie is pessimistic that they
will ever have the money to test this thoroughly - I believe
that we could and should work up some type of a joint
venture with them at some point where we have enough
financing behind us to do so to test this potential because
it could be another complete area of mineralization like the
Tombstone Basin under the State of Maine area.

Jim, I guess what I don't understand is what has suggested
that?

Well, a rather extensive report that I did in 1973,
including a lot of geologic mapping and so on.

No, I thought you meant something that Ernie has done has
suggested that there are values in the sedimentary rock.

No, all that their recent trenching shows, is that the
surface values are leached, and simply confirms my
suspicions that they are getting better with depth.

ok.

What this really does is simply lend reinforcement to the
idea that there may be some very high grade ore bodies
underneath the layer of ignimbrite - that is what the Uncle
Sam Porphyry is - is a volcanic ash flow - which is tabular.
Ok, so that is simply indicative of some of the unexpected
ore that lies hidden within the District.

Jim, let me ask you two questions because I have got to move
from the office to the house pretty soon. You were going to
send me Waterson's resume. Did you send that?

No, I have not simply because I have misplaced it someplace,
and I will as soon as I can relocate it.

It was my understanding and it was confirmed by John today



that part of the least agreement included the building that
they are now asking us for rent on.

Could be. At this point I hardly think it is worth arguing
about because we are only spending another $40...

Well we could be spending $180 less, right - so it is not
another $40. In the sense that if, in fact, it is part of
the lease, we would be saving $180 a month.

Yes, I think that that is correct. And if you feel up to
dickering with them on it, well then I would certainly do

S0.
Ok.

But, quite frankly, I have not gone back and re-read the
lease.

I haven't either but I will do that tomorrow.
Ya. I think that it is kind academic but...
In think at this stage that $180 is $180.

Well, I would agree but that isn't getting us any further to
the sampling and I just have too many other things that I
didn't want to spend my time on that particular thing.

Right, I understand that. Ok. When are you planning to go
down?

Well, about 6:15 tomorrow morning.
Ok.

However, if I don't get the go ahead - it is kind of - well,
again, we are spinning our wheels.

Right. No, I think that we should go ahead with this test,
Jim.

Ok.

With the understanding lets try and not loose control of any
costs.

Ok, well that is precisely what I want to do. However, I do
have to make advance payments so you are going to have to
get some money in the account for me.

Ok. Why don't we talk first thing tomorrow morning before
you go down there and figure out what the amount is.
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Well, I can pretty well tell you. It is the amount that I
qguoted to you the other day.

Less the $1,200? So it is about $4,000.

You mean for Dick?

No not for Dick...

The telephone...

Well...

Ok, I am not sure which $1,200 you are talking about.

I think that we should not have to .put up $1,200 for the
telephones. Ok, that is a large enough amount of money that
we should fight that.

Well...

I mean you have phones in the same telephone system, we had
a phone down there.

Well that is fine except they are quite adamant and we have
also compromised ourselves by people know that there has
been problems in collecting pay checks and so forth. So...
Well, what about - lets make them S.E.A. phones.

Well, that is precisely what they were. They have had so
much trouble down there Dwight with people running off and
not paying, that they are simply adamant about it, and...
Do they pay interest on the deposit?

I don't know whether they do or not.

Give me the name of the person and I will call them
tomorrow.

Ok, fine.

Now, I was talking about the $1,200 that I sent out this
morning for the payroll.

Oh, ya, ok, fine. That is right.
Now what about Dick's $1,200 in expenses?

Well, we are still adding up and trying to figure out where
everything is.

You know the more I think about what has happened, the



madder I get, and the less sorry I feel.

Ya, well:..

You know what I mean?

Ya, I know what you mean.

150 grand pretty much down the rat hole is a lot of money.

I can't argqgue that - so - I don't know what to say, except I
expect.

I will say that I don't want a dime paid until approve by
Tom or myself. »

Ok. We will simply compile that, figure out where we stand,
and pass it on to you.

Ok, why don't you give me a buzz first thing tomorrow
morning. I will be in here by about 8:15 probably.

Ok.

Also I am trying - I have got the stuff - the most recent
package I got which had your report of I think it was 8/8 in
it, and had a sheet which showed how the $5,000 I sent was
spent - or how $4,400 of it was spent.

Right.

There was another $5,000 which went in, and I don't remember
if it was the $5,000 before that or after that, which -
maybe I have an accounting and it is something that Dick
sent me and I haven't read yet.

Ya, I think you do.

Ok well I will check that tonight, ok?

Ok. The amount that I read off to you yesterday was $8,900
less the $1,200 would leave us with about $7,000.

Ok, hang on a minute, let me find that, Jim.
Equipment was $2,000 for the mine test, ok?

Ok.

Maybe I am looking at the wrong set of numbers.
Ok, that is approximately right.

Payroll last week $1,200 - which was paid today. Dick's
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*1,300 which doesn't count. Calan $875, which I thought had

already been paid.

Well, we paid some but no it has not been paid, and I have
got to have that post haste so we can use some of his
equipment.

Ok, you have S.E.A. about $1,000, so that is 2, 3, and how
much do we own Callan - $500 left?

No, we owe him $875.

Ok. Then we have the Escapule assays $500, telephone
deposit which I am going to work on tomorrow...

Ok, now the thing is on that Dwight - we can get the phone
installed on Tuesdays and Fridays, so I would pursue that
diligently.

Ya, get me the name and I will call them tomorrow.

Ok.

So I have got 2,000 for the mine and leach test based on
your numbers, ok.

Well, we also need $500 for assaying and crushing for
Charlie Escapule and $300 for their backhoe - I am sorry,
that is Ernie Escapule's backhoe...

We have got that number up in the...
No, that is a separate number.

I have got equipment, backhoe $500, two eight ton trucks
400, dozer 140, two drivers 280, plant 200, loader and
miscellaneous 500 for $2,000. The I have got S.E.A. for
$1,000. So that makes $3,000. Escapules for the assays so
that is $3,500. Callan for $800 is $4,300.

Ok, well I will tell you what, I am getting confused here -
lets run through the way that I have got it organized here.
This is for last week. $1200 for the payroll - which we
have got. Ok, Dick has submitted $132]1 expenses - which we
are going to hold off on that. Callan we are going to need
$875, and then S.E.A. -and these are approximate simply
because we have been so busy we have not been able to get
them together - $800 for labor and $200 for travel expenses
- $1,000. Ok, so that is - let me total that up - are you
still there?

Ya, I am, I just put you on the speaker phone.

Ok, so that is $1875. Prepaid expenses required for next



week - the telephone - you are going to work on - I wish you

luck. $2,000 for the mining and leach test...

Ok, hang on. Ok

Ok 500 for the assays and crushing for the State of Maine
mine.

Right

300 for Ernie Escapule backhoe.

How long is that for?

That is just a rough estimate - I don't now precisely.
Ok.

$1,000 for miscellaneous and working capital for the things
that I simply cannot anticipate.

Right.

Lets see -

That is $5,700.

Well it is $3,800 plus what we had before - ok there is
another 500 - lets add 500 in there for that I cannot
identify here but I am sure that it is valid. Ok, I come up
with $6,175.

Ok, you have added 500 right?

Ya.

Right, $6,175.

Right.

Ok, lets figure out what the 500 is.

Well, lets chalk that up to equipment to get the leach
operation - I mean the barrel tests underway - motors and so
forth. We are still working on some of these items, Dwight,
but I think that 500 is a realistic item.

Jim, on that basis, there is no way that we are going to get
these barrel tests done this weekend is there? 1Is all that
equipment that readily available?

Well, we are going to scurry around but until we get the

money we can't even start scurrying, so it is my intention
to get them and I think that we can - but we have got to



have the money tomorrow.

Ok, give me a call first thing in the morning, ok?

Ok.

You can assume that we are going to go ahead - I have to
have another talk with John, but I think that we are going

to go ahead. It is the only way we are going to know
anything, right?

Well, ya, I think that it is either go ahead or stop here.

Ya, I agree.

Ok, well alright, I will give you a call first thing
tomorrow morning then.

Thanks Jim, talk to you later.
Ok bye bye






D:

J:

YK
W3 47 P

DWIGHT LEE AND JAB - Morning after toll call #7799

How are you doing this morning?
Good.
Good.

Got the name of the gal at Mountain Bell - but I
unfortunately didn't write her name down - but I am sure
that you can get to her. Let me give you the phone number.
It is area code 602 457 3411, and that is in Douglas,
Arizona.

Ok. And this is for two phones in Tombstone?
Right.

Did we have to put up the $600 for the phone that Dick had
installed in the first office?

Well, apparently not, although I have not been able to
dredge that out for sure. I just haven't had the time to
follow up on it.

Ok. Have those bills not been paid. Are there outstanding
phone bills?

I don't think that there are. We may have been late on some
of them - but I don't believe that there are any outstanding

bills.

Ok. Good enough. I will give them a call later this
morning.

Ok, if you can make arrangements - then we can get it
installed on Friday, which is the next installation time in
Tombstone.

Ok, do we need phones in both places immediately?

Well, would say ya, we really do. It is the only way that I
have got of getting any communication - otherwise we have
got to chase around and be someplace else when we should be
on the job - even though we are on the phone.

You have a phone in your car, right?

No. Well, one, I am not using that car and secondly it is
not very effective in Tombstone - simply a little bit too
far away from the transmitter.

Oh, so you can't even use it for local calls?
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No. No, the car phone has to come from Tucson, anyway. So
for local calls it would be a long distance phone call from
"Tucson back to Tombstone.

Ok. Two quick questions, Jim. Did Dick basically follow
your instructions on the sampling that he did, or did he
just do his own thing?

He basically followed the instructions. I am trying to
think of a similie that I can explain how he followed my
instructions. He followed my instructions in a very
sophmoric manner. I was, quite frankly, overwhelmed because
I think that he was really trying. However, he followed the
instructions in an unsophisticated manner and I suspect that
he was probably thinking in his mind I am following these
instructions right to the letter of what Jim said, when in
fact, it was done in a very unsophisticated manner. One
particular example - he sampled about a 10' stretch of face
parallel to the structure in which he was actually sampling
something that was about - a sheet about 10' long and maybe
10 to 50' high because it went underground - but it was only
about 3" thick, and so - I have given up trying to think of
Dick's mental - what Dick's mental processes might be. I
assume that he didn't understand that. But I suspect what
he would have done was project it at 10' back into the face,
when in fact I could see geologically that the thing that he
was sampling was about 3" to 6" thick.

Ok, I sort of follow you - but aren't some of his samples of
value to you, I mean do you really have to go and completely
start over? Can you save any time by using...

No, I feel that I have got to completely start over.

How come. I don't understand - if he followed your
instructions in general... There are places where the
sampling may not be of value to you, but if he took 400
samples, there ought to be some places where they are of
value.

Well, I am not going to throw his samples out - lets put it
that way, and I may use them where applicable, but they were
way to detailed to start off with, and I will simply - what
I have got to do is I have got to locate each one to
determine whether its worthwhile or not. In other words, it
is the type of thing that I just can say - well yes they are
semi ok, or 10% are or 50% are, I have to look at each one
to see whether it was done properly.

So you just don't know yet really.
Ya. But many of them are not - I don't think that they are

worth putting - well, when you get right down to it, Dwight,
the sampling and the geology is the basis for everything



that follows, and it - they are probably the least
expensive, but may be the most important because everything
you do thereafter is based on that initial work.

Right.

So it is not a good place to economize because you are
making decisions that involve really a lot capital from here
on - or from that point on. So I will use Dick's samples
where possible, and we do have some information from them.
Now the thing - another symptom of which whole situation is
that Dick told me that the methodology that he was using -
the sodium sulfide test, was specified and directed by John
Dean. Quite frankly I thought that it was so much bull shit
when I got down there and told him to quit doing anything
further on it - which they did - I find out from John Dean
in our conversation yesterday that John thought that it was
complete bull shit too. And that was not what he was - or
had described, or at least as near as I can tell.

Ya, I didn't pick that up as part of the conversation, but I
will ask John about that when I speak to him later.

Ya, well, it was the conversation where we were talking
about taking 30 grams of fines out of the sample sack and
running a sulfide test which is qualitative to begin with.
I simply don't even know where that surfaced from.

I thought that that was John's idea.

Well, I don't know. He - the sulfide test may have been his
idea, but the way that it was being done was apparently not.

Oh, ok.

So, it is again, like the sampling - it was my idea but the
way that it was being done was not. And it is the
professionalism of the way things are done that is
important. You know, for example, the stock market is not
the act of buying and selling stocks, it is which ones you
buy and sell. And the same way with sampling.

Jim, let me ask you one other question here because I have
got to run and I know you want to get started going down
there, we have got some amount on that heap. I don't know
if it is 150 tons or 250 tons on the test heap. And,
originally we were going to split that, crush 1/2 of it, and
run a test on it. That got started I think when Tom and
John were originally down - were last down, and then was
stopped. Why aren't we leaching that as part of the test as
opposed to moving that off the pad and bringing new stuff
on?

Well, we have got two bunches of ore on there, cne from the



Little Joe shaft, and then one from the bottom of the open
cut. Ok, neither one of thosg I can specifically identify
their distinct origin. Therefore, the test is not very
meaningful at best.

But can't you tell exactly where Dick took it from?

No. No, you can't. Because the stuff that he picked up
from the bottom of the open cut, was picked up with a
scraper, and I have no way of projecting that to anything
but - you know - we may test precisely how much is in that
batch, but repeating that batch or projecting it to some
other specific tonnage is completely impossible.

Ya.

So, what I want to do is we can still go ahead and leach
that material at some point in time, but what I want to do
is get a very specific amount from a specific area that I
know what it represents so that I can say this is
representative of this unit, and I can project this unit and
I can say that there is 10 tons or 1,000 tons or 100,000 or
whatever there happens to be.

Right. Ok, I will be wiring some money down this morning.

Alright.

I will talk to this girl - lets get as much done as
economically as we can in the shortest period of time.

Well, I have got a crew that is sitting outside of my office
now — we are all set to roll. How much are you wiring down?

I have got to look at the numbers. I will probably be 6. I
think that's enough, based on our conversation last night,
less the telephone and Dick. .

Ok. I would wire down $6,200 quite frankly. The one thing
that will stop us - at possibly a critical point - is not
having a little bit of slack if we need it.

Ok, $6,200 is fine. I will wire that down this morning.

Ok. Good enough. You are going to get right on that?

Yes.

Ok.

My secretary isn't in, but she will be in in any minute and
I will get started.

Ok. Well, I do want to start greasing the ways with getting



people paid off so I will simply depend on that.

Ok. And, actually all you have to pay off is Callan, right?
Well, I want to get Charlie and the State of Maine Mine $500
deposit towards assaying and crushing and I want to get
Ernie's backhoe bill, a deposit on that.

Ok. Until we get the phone, still give me a call and we can
talk later on this afternoon or something.

Ok.

Since I can't get in touch with you - in case I have got
something that I need to tell you.

Ok. Ok, fine. Well I am going to be busier than a cat on a
hot tin roof for a while so I may call you this evening.

That's fine. Otherwise, first thing in the morning.
Ok, goodenough - talk to you then.

Bye.






Friday - August 17, 1979
Time: 8:06

Toll Call #7817

To Dwight Lee.

Hi Jim, how are ya?
Pretty good, how are you?
Good. Wondering when I would hear from you.

Ha, Ha. Well, I have been kind of staying busy out in the
Tombstone wilds. We are progressing, however....

Hang on a second, I want to get some paper.... I'm here.

Ok, we are progressing, however, we are probably a day or
two behind schedule that I had wanted to maintain, and
therefore, I want to postpone our mining test until the
following weekend so that we have a chance to get our barrel
tests and so forth back before we start moving anything.

Ok. One second. Why don't you bring me up to date on what
has been done.

Well, at this point, we have taken samples around the
perimeter of the open cut and turned those into the State of
Maine Mine. However, they are getting their power switched
over to three phase power, and the R.E.A. has sent them the
wrong connectors, and therefore, they have been out of power
except for an auxillary generator for about the last three
days. They are getting it hooked up today, but that is
delaying their processing of our samples. So we won't have
those results back - well the most urgent ones we will have
back today, probably around 2:00, but we won't have all of
them back until Monday - which is one of the critical
reasons that I wanted to delay.

How many samples did you give them?

At this point, I have given them about 60.

Ok.

And I still have got a sampling crew working down there -
working on some cross cuts and some backhoe cuts. We simply
want to be certain that we know where to pick up the best
material. Let see, we have off loaded the pad with the
previous test material and will be putting - so that we can
put out mine test material on it.

Right.



We have sampled, or we have made a backhoe cut for sampling :
in the dump that is on the east side of the Contention open
cut that we will have to move anyway to get in a mine it,
and as soon as we get our barrel tests set up - which will
be done this afternoon - we will start barrel testing that
material. Dusty and Al and myself, and Tom Waldrip are
going to work over the weekend, and then Dusty and Al are
going to take off Monday and Tuesday, and we are going to go
back and work on Wednesday so that they can work over the
weekend to do the mining.

Ok, what are you going to do this weekend?

We are working on the - well yesterday we worked on the Hall
Road and the truck turnaround area, and also bulldozed off
the soil overburden on the edge of the cut so I can do
geology and sampling. We are going to run the big backhoe
over on Saturday and make some backhoe cuts through the area
that we propose mining on so that we can again be sure that
we are getting something that is worth picking up.

Can we use the smaller backhoe so we don't have to rent it
for a third day?

Well, actually I think that it is going to be cheaper using
the big backhoe because their price that they are giving us
is practically - well it is really kind of incredible - but
I think that it is as cheap as the small backhoe.

Ok.

And it works considerably more rapidly. But we are going to
do that as rapidly as we can, and then as soon as we have
done enough for control, we are going to quit.

Ok, good.

We still have to get the barrel test material set up. All
of that stuff is kind of hard to round up and Tom Waldrip
has spent the last couple of days getting pumps, barrels,
and baby bathinets to do the test work in, and glass ware to
hold the solutions in and just a bunch of stuff. But he has
essentially got all of that rounded up with the exception of
a few little items that remain and he is going to haul that
down to Tombstone today.

Ok.

And then I am going to go back down there this afternoon,
and so I can be ready to go to work tomorrow.

Ok. I wired out $600 yesterday for the pump.

Ok. Have you and John made a decision as to when your next
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trip out here is going to be? y

No. I need to talk to Tom about it. You know I think that
it depends on how things go. Obviously this weekend doesn't
make sense.

No, it doesn't. That is why I wanted to contact you this
morning.

I had a long discussion with John yesterday afternoon, and
he wanted me to discuss the following with you.

Ok.

This sounds very familiar and I think that you will get a
kick out of it. But he has given a lot of thought to where
we are going and so on, and thinks that we should try
cyanide leaching the lifts.

The who?
The lift on the heap. The lift along the side.
Ok. Are you talking about the ones that Dick pushed off?

Right. The theory that he thinks that there are still some
values there, that with the number of people that we have
down there with the exception of perhaps a plant - and I
will come back to that issue in a second - we have
everything, except maybe the cyanide that we need to do it,
so there is really no incremental costs. We have got at
least one person in Al who is very familiar with the process
seeing as he was in charge of it for '71, and it might
create some cash flow, and it is really the only way that
John feels to test the heap because the sampling program
could be so expensive in the short run. And he wanted to run
that by you. I have not spoken to Tom, and have to before
we do anything, but he thought you may want to think about
it this week and talk to Al, or have him talk to Rabb and
see what your thoughts are.

Ok. I can tell you already that Al Waterson is convinced
that there are more recoverable values in the heap, just
through gut feel. He feels that, in all probability, because
of channeling problems, some of that material is probably
not touched, and even the stuff that was probably still has
some material in it. The point that John makes about the man
power is well taken. To do those barrel tests, we have got
to have somebody sitting there on a rather continuous basis
monitoring them. If we can get a large plant, they can run
the large plant while they are monitoring the tests. So
what we are talking about is no extra costs, except the
electricity to pump the water around.
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Right.

And of course the cyanide charge. But, ya, for those
reasons, ya, we think that we should go ahead and start
leaching that just as soon as we can possibly get to it. We
should do some barrel tests on the material I think that has
been pushed off by Dick, and to be sure of what we are
doing. But it is simply isn't that costly an item and it is
probably just worth a try just to start spraying the sides
of the heap.

Is there any chance of renting from Charlie and Louie, a
larger plant?

Well, unfortunately not because they have sold everything
that they have made and they don't have any.

Do they have one of their own that they are not using?

No, they are using theirs on an around the clock basis. It
is stationary. What I would recommend, is I think we should
put in an order for a large plant and a small plant just as
soon as possible.

I know you do Jim, but that is a big expenditure and I have
really got to talk to Tom about it first, and I think we
need some results from what we are in the process of doing
right now before we make that kind of commitment. Now

gohN. eieie

OF FIRST SIDE OF TAPE

....Tc make our plant work reasonably well. He thinks that
there is an awful lot of R & D and overhead and margin in
Charlie and Louie's plant.

Well, I don't know. I tend to think that that is a pretty
good price for everything that they have got into it but
because - you know - once it is together, it does work. I
think the thing, Dwight, that both you and Tom ought to
think carefully about is that possibly — I am just going to
say possibly because I don't know - possibly we can get the
thing together if we buy a deaeriation tower from them. I
think that we would be a lot better off simply contracting
with them to buy and plant and letting them make sure that
it is operative. 1If we order one now, and for some reason
something goes ary, I don't think that there would be any
problem with either one canceling it or two, selling it to
someone else because they are selling these things like hot
cakes and I don't think that that is going to change.
Furthermore, I think you should look at it like buying a
car. If you buy a car and use it for 6 months, and sell it,
you may take a bit of a loss because of the depreciation on
it, although, in some cases recently, cars have gone up in
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value - for example a Mercedes...

Well Jim, it is pretty easy to find somebody to buy a used
Mercedes.

Ya, but it is also very easy to find somebody to buy one of
these plants.

Ok. I don't know that.

Ya, well, I mean we are in the market for one, and we can't
find one, and they are selling everyone...

We have only talked to the manufacturer, right?

Well, ya, but well, that is my analyses at any rate that it
would be...

Look, I will talk to Tom about it. Anyway, I am not sure
that we don't have a plant except for the deaeriation tower.
And I am reflecting John's view, not my own.

Ya, well, we have got some swimming pool filters and a zinc
feeder, but I am not sure that that...

Well, what else does Charlie and Louie's unit have once you
get done with the deaeriation tower?

I don't know...
I am not sure that there is anything more there.

Well, I am not sure either, but that is almost like saying
what is a computer but a bunch of solder and copper wire
too.

Well, I think the technologies are a bit different, Jim.
Well, could be but I don't want to ....

I think you guys ought to discuss it this weekend - you know
you and Al and maybe Dusty, and see what would be involved
in getting that plant to work. At least then we could do
something with the lifts - we might also be able to do
something with the lift - well, not really because we have
only got Ernie's plant and we are going to need that on the
tests, but we won't need it for a week and a half.

Well, if we move this - if we can do the barrel tests to
find out that this dump has got something in it, we may
simply go ahead and pick that up and move it onto the pad
and start leaching it - well I doubt that we can get to that
before mid-week - so we are talking about at least a week.




Ok, but I think that it is something that you ought to think
about over the weekend. I need to talk to Tom because he
left not wanting to do anything to the heap, and I don't
want to over rule that without talking to him.

Ya. Ok.

But I think that we ought to be focusing on it and thinking
about it - whether we could make our plant work for us, etc.

Ok, now, remember that we have Ernie's plant for one month
and after that he is going to take that back and use it
himself.

Right.

And at the delivery rate, if we can't get a plant made, then
we are looking at a 45 day delay.

Well, that is one more reason I guess to see if we can't
also make our work, regardless of what we do, right?

Ya, except we are going to have to buy a deaeriation tower
for sure.

Right. John sugcested to me that those are pretty simple
and shouldn't be very expensive.

Well...
I don't know, but lets look into it, ok?

I don't know either, but I think that that is an over
simplification.

Do you know what the terms of Charlie and Louies plant are -
do they require a deposit on order?

I don't know, I will find out.

Ok.

And get back with you.

Ok, good.

Ook.

I will be at my cabin this weekend...
Ok.

If you want to get me.
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Ok. I don't really see that there is or will be any reason
to so I will probably talk with you Monday, I expect.

Ok, well I sort of would like to know what is happening with
the barrel tests and so on... I mean you got to have some
results by Sunday, right?

I don't know, it just depends on whether we get everything
set up and running, and we will just have to kind of play
that by ear. We will shoot for that.

Do you feel that they are operating pretty efficiently down
there - Dusty and Al?

Oh ya, ya, ya they are operating very nicely. There is just
- you know a lot of these thing are simply not something you
can just run down to the corner store and pick up. You have
really got to search around, and that is what is talking
time, and we won't have any results on the barrel tests,
Dwight, because the Escapules don't work on Saturday and
Sunday.

What is wrong with them?

What is wrong with them? Well, I don't know, I guess that
they have got it down to such a science that they don't have
to.

God Damn.

But at any rate, so we won't get any AA work until during
the week. But at any rate, I will give you a call sometime
during the week and let you know what's happening.

Ok, Jim, thanks a lot. If you do hear something - I do want
you to focus on this plant thing, and I will speak to you
later.

Ok.

Great, bye, bye.

8:26 end of toll call #7817 of 8/17/79 to Dwight Lee
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Monday, August 20, 1979 . ,J
Toll Call #7836 /R
From JAB TO Dwight Lee ‘0 e
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Dwight?

Hi Jim.

Hi, how ya doin?

Pretty good, thanks, how are you?
Oh, pretty good.

Sorry that I couldn't talk earlier. It was one of those
days.

Ya, well, I know how that is. Ok, let me review what we
have done over the weekend, and where we are right now.

Ok, before you start that, Jim, are you planning to still
send me sort of short daily reports?

Yes.

Ok, because I haven't received any since about - oh it must
be nearly 2 weeks ago. And also a complilation of expenses.

Ok. We are still working on the compilation of expenses -
you should get a set of reports tomorrow if it didn't arrive
in today's mail.

What I got from you was the letter from that company that is
looking for projects.

Apache Oro?
Ya, right. Waterson's resume.

Oh, ok, quite frankly I have stuck that away someplace and I
have not run across it again. I will ask him for a second

copy.

Good, because John wanted to see it too. One other quick
question that John asked me when I talked to him late Friday
- are our filters still joined together? Apparently - I
haven't seen it - but apparently the - our plant that never
worked, the filters had all been joined together in some
rather complicated fashion.

Well, that has more or less been taken down.

It has been taken down?



Ya.

How come?

Simply because it didn't work, and secondly we changed the -

well we changed the metallurgy and it wasn't really
applicable to the cyanide without a deaeriation chamber.

Ya, but you could have added that as I understand it without

disassembling the plant, right?

Well, I had a rather long discussion with Dusty and Al about

that, and their way of thinking was it was not directly
applicable.

Did they identify how it would be different than what Ernie

and Louie or what Louie and Charlie are making?

Well, they - what Dusty did was simply put together what
Dick described to him and the circuits are somewhat
different on the Escapule plant. And so it is apparently
not directly applicable to the cyanide leaching without
complete redesign and de-bugging.

When was it disassembled?

Apparently before Dick left.

Because according to John, there were a lot of fairly
expensive valves and connectors and stuff like that which
basically had to be destroyed to take the thing apart.
Well, there hasn't been anything that has been destroyed,
and no, I don't think that that is quite true. All the

valves and all the assemblies are usable at some point in
the future.

Ok.

So, all the components are there, it is simply a matter of

what to do with them next.

But Dusty didn't think it would work for what reason again?

Well, a plant really has to be designed and put into a
metallurgical circuit, and he felt as I do and Waterson
does, that we simply ought to take the components we have,

turn them over the the Escapules, and let them build one of
their standard plants, for a variety of reasons, which I can
summarize briefly, but it is fairly lengthy to go into. One,
we can't build a plant exactly the same size because their
plant is patented. Two, if we build a very large plant...
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What about it is patented? Because my understanding from
John Dean is that it is the whole process with cooling pool
filters, and there is basically - and although it is clever,
there is nothing proprietary about it. If fact John suggest
to me that they would get very pissed off if we built one
ourselves because it would demonstrate to people how easy it
might be to do.

Well, I think that that is an over simplification, quite
frankly. It is something that I don't know enough to really
even make an educated guess, but I do know that plant
construction is a involved project to make sure that it
works right. It is just like you have a bunch of parts and
put a car together but whether it works right or not is
another thing. And my understanding is that that particular
plant module is patented, and so that we really can't build

one exactly like it.

Well, we would have to know what about it was patented
before we could really determine that.

Ya, well, the other thing is that we don't really have the
tools, nor the time, nor the man power to really do that,
secondly, you are dealing - well you are dealing with a
family, and the Escapule's are just giving us all kinds of
help - which I will describe in more detail - for example,
Charlie and his wife worked all day Sunday to get our
samples analyzed...

Let me suggest this, Jim, why don't you start at the
beginning and we can come back to this issue. Because I
know you have sort of organized your thoughts on what you
want to tell me.

Ok, well,...
And I can see we will start jumping around if I...

During this weekend, we essentially have all the barrel
tests ready to go. Dusty and Al are working today rather
than taking the first two days of this week off, and we are
simply going to work through until we get things operative.
They are tying in the Escapule geodesic - or Ernie's plant -
right now so that we can - as soon as we can get material on
the pad, we can start leaching the material. They are also
starting barrel tests on material from the Contention open
cut, and I will be leaving either this afternoon or this
evening or early tomorrow morning to take more detailed
samples down in the cut.

Were you down there all weekend?

Yes. We went ahead and used the large backhoe to take -
make sampling cuts at right angles to the Contention open



cut. We also cut across the extension of the Contention vein
to the north where it was opened up originally, and in an
area that we previously trenched a little bit with the small
backhoe. We ended up digging down about 20' and then
running into a gob filled stope, and the first level drift
at about - probably around 23' below the present surface.

We believe that we have some rather high grade vein material
there - ané indeed we found some rather massive lead
carbonate in the hanging wall of the stopes. We have yet to
assay that material, but it looks like it could be of pretty
interesting grade - how much is very hard to say, but I do
have some sample results that run up to about $40 per ton
contained silver and gold. So I think that it is
conceivable that we may actually have some material that is
very high grade. But since it is very difficult to identify
silver minerals and the gold is essentially invisible - it
is very difficult to say. But I would say $100 rock is not
unreasonable. How much of it, again, it is too early to
tell. But we have gotten all of the Contention open cut
assayed on the east side. We are still getting results on
the west side - which are probably going to be lower grade
butess

Ok, just a second. All of the Contention on the east side
has been assayed?

Yes. The drift samples, which I took at 20' intervals.
Andl LN )

How many samples of that, Jim?

Oh, lets see...

Are you sending me a report on all this?

Well, when I can get it together.

Right.

Well, we got results back on 28 samples. They average $12
per sample, and ranged in gross value from $1.63 as the

lowest to about $40.38 at the highest.

Those are AA assays?

These are crushed samples that have been cyanide assayed - I
think a 42 gram sample put in a wrist shaker test. This
gives us an indication of what is cyanide soluble.

Ok, good.
It is what I would characterize as being semi-quantitative

as it is always a little bit hard to tell what is
specifically soluble since the longer you shake it, the more
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soluble it would tend to be - but these were shaken for 1/2
an hour so they probably approximate what we should be able
to dissolve in the heap.

How do you view the grades?

Well, Charlie was quite enthusiastic about them. We have
got a 220' length in the pit - in the northeast part of the
pit that averages $18.54 per ton.

Give me that again... You got how much?

220' that averages $18.54 per ton.

And how many tons would be in that?

Oh, it is hard to say because we don't know how far back in
the wall it goes - that is what the backhoe trenches
accomplish - but lets assume for every 10' - lets see 10 x
220 - ok - for every 10' in width and 13' in depth, we would
have 2,200 tons.

So there might be 20,000 tons?

Ya, could well be 20,000 tons x - ya, so about $40,000 in
gross metal value for every 10' in width by 13' in depth.

10 x 13 x 20, right?

Ya.

Ok.

Well by 220.

Right. Ok. Go ahead.

Ok, so we have opened up an demonstrated that the backhoe
can dig in the strongly altered and mineralized ground, we
have demonstrated that there is probably some high grade
mineralization there, how high we don't know because we have
not assayed it yet - although those will be in process -
some of which are still being assayed by the Escapules. And
this weekend we should be ready to go ahead with the mining
test. We can probably start...

How much of the backhoe did we use this weekend?

We used about 14 hours at this point.

That is quite a bit.

Well, that is practically free - really Dwight - for what
they are charging us, Dwight. That is $280 worth of backhoe



which is less than it would cost us - well to do something
similar for a one week basis would have cost us around
$2,000.

I can't arcgue that that is a good deal.

Ok. Ok, we have located and have on hand the 1911 maps of
the Contention workings. Charlie is willing to give to us
all of the records for the heap for the first 640,000 tons
of material.

How does he have those?

Well, because he was the superintendent of the operation and
I think that he simply kept a copy for his own records.

Oh, 640,000 tons?
That, that is about 3/4 of the heap.

Right, wow.

So that alone is probably worth - who knows - maybe $50,000
to $100,000 to us. It is very hard to put a true value on

it, but I think that plus the fact that he and his wife for
no reason other than their knowledge that we were very very
anxious to get those samples back worked all weekend to get
them to us, and he called those into me this morning.

I assume there are more than 28 samples?

Oh, ya, we have turned in about 60 - I don't have an exact
number yet because I am still getting some of the paperwork
back on them.

Ok.

And starting tomorrow, we will be taking more samples along
the - at right angles to the veins, which will be quite
important to evaluating them. But what this shows is that
the values are variable along the length which I, of course,
pretty well knew anyway, but simply the way things go. Let
me just read to you the values for the first 220' in 20°'
increments, and these are in just dollar values using a
$9.00 silver price and a $300.00 gold price.

That is what you used in all of these?
Ya.
Ok, let's see, $9.00 Ag and $300 Au.

Right.
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Ok, and this is the 220' that ended up averaging 18.54?
Yes, that is right.

Ok, hang on one second.

Ok from 0-20 was $11.58, 20-40 $7.71, 40-60 $29.46, 60-80
$14.46, 80-100 $12.12, 110-120 $16.86, 120-140 $7.35,
140-160 $15.45, 160-180 $34.68, 180-200 $13.92, 200-220
$40.38. $5.91 and then $1.63 and then $1.99, $3.12, $5.19,
$13.83, $29.82, $6.58, $13.98...

What are these going?
These are...
Could you have intersect?

They are cross cutting features on the vein. But that is
pretty typical. So this is why we have got to take these
shaker samples for orientation purposes so that we can
figure out where to start digging because we are talking
about seeing something that is only - well good values are
only about 60 parts per million - if we are talking silver
and less than 3 parts per million if we are talking gold.
So it is essentially impossible to see these values in the
rock except that you get an impression of whether the rock
looks good or not good.

Ok.

Ok, so this week, the barrels are all set up or at least 20
of them are set up - I am sorry, 16 are set up. We have got
30 barrel test set ups and we are having to build another
bench to set the barrels on, but we have got 16 set up now
and ready for muck to be put in them.

You have the equipment for 14 more?

Right. And Dave Rabb was down and locked over the set up.
He seemed to feel that we were going in the right direction.
He took some samples back with him to the U of A and has
called me this morning indicating that we did find this
massive zone of or vein zone of massive lead carbonate. He
is going to assay that for silver and gold. If this turns
out to be high grade, it might be something that if we run
into enough of it where we can segregate it, it could be
direct shipping ore going to some smelter.

No kidding.
Could be quite high grade.

This is lead manganate?



No, it is lead carbonate.
Carbonéte.

Ya, it is the mineral cerusite. But it is conceivable that
it could run pretty substantial quantity of silver with it,
although we simply won't know that until we analyze it.

And he is doing the assay of that?

Yes. Now he is also - we have also had some mineralogical
testing, and we are having some x-ray work done to identify
an unusual green mineral that we don't really know the
origin of. Ok, we will be taking some samples of the gob
from this old stope that we ran into...

That is different from this lead carbonate?

Well ya. The lead carbonate was in part of the vein that
the old timers did not get to for one reason or another. We
are not sure precisely why, but, again, we could have some
very high grade values in this continuation of the vein. It
is feasible to mine it with a backhoe. The backhoe works
well, and we can operate safely using it, which is the big
consideration. By any other method, we simply could not.

Were the old maps helpful in determining where the stopes
are?

Well, yes, they will be. What we are going to have to do,
is we are going to have to actually survey these in to some
extent to determine precisely where they are. At some
point, we will have to contract to get a good topographic
surface map made and then we can simply superimpose this on
the surface of shafts, and then we can we will have the
trace of the underground workings on a map that we can
relate to the surface features - geography, and know what
areas are underlain by underground workings.

Ok.
ok...

How would you say, Jim, — you were down there for three
days. Was most of your time spent sampling?

Most of my time was really spent supervising and actually
wvatching the progress - well no - I was simply down for
Saturday afternoon and all day Sunday.

Oh, I thought you were leaving - I thought you went down
Friday.



Well, I was going to but I got tied up with office work here
and getting out - as a matter of fact - some of the reports
that I sent out to you Saturday.

Ok. So the next step in your mind is the barrel tests?

Ya, well actually there are probably some underway this
afternoon.

And you mentioned that you were going to start leaching a
heap so you must have moved some stuff on to the pad?

No we haven't. There is already some stuff on the pad so
what we are going to do is run barrel tests on it and see
whether it is worthwhile to leach, and if it is, we are
simply going to start leaching it and see if we can't get
some kind of a cash flow going.

Good.

And we have got another dump up there that we are going to
run barrel tests on and if that is worth taking, we will
leach it, and if the gob from the 0ld mine workings is worth
leaching, we will leach it. The gob - we really can't tell
where it is from so there is no point in trying to test it
because the test really won't mean anything. But it is
quite conceivable that we could get a fair amount of
material into production quite rapidly on a small scale
because that is the only plant that we have got is the small
plant.

Sure. Did you have any talks with Charlie on what he might
charge us if we gave him everything that we had?

There is probably around $1,600 worth of material there -
maybe $2,000, which he can use, and so it would be their
price less whatever parts he can put into his plant.

God, where is all the cost in this plant?

Well, a lot of research and a lot of putting together. I
think that it is probably very reasonably priced. We would
have to check on what a normal Merrill Crowe plant goes for,
but I think that that is probably a pretty reasonable price.
Ok, let me see if I can review for you the reasons why I
think that we ought to go with the plant - or with their
plant. For one thing, Dusty and Al are going to be
completely occupied in the barrel testing and getting the
mining operation under way. They have never put one of
these plants together, they are not plant designers, and
they simply don't feel capable of doing so.

They said that.



Right, ya, that is correct.
They don't look forward to the concept of doing this?

No, no they really don't. If we use our plant, I mean if we
use the components that we have got, and if we build a
stationary plant, it is going to have to be a rather large
through put plant, which makes it non standard. It also
means that is is non portable, and it is also non saleable
unless except in some kind of a very special instance -
there might be somebody that would come along that that
would meet their criteria. The one very attractive thing
about the Escapule plants is that you can go up
incrementally by simply buying additional plants. If some
component goes down in the plant, lets say you had three
going - if we go on the heap, we probably have got enough
ore to keep 2 or 3 going. We really don't have enough ore
insite yet - that doesn't mean that we won't at some future
point - but insite yet we don't have enough to keep a large
plant going. But if we had two of the Escapule size plants,
we could be leaching on one pad with ore from the Contention
and one are on the existing heap. If, for some...

In theory we could do that with our own too.

Not really because...

We could build two if we could build one.

Ya. Ya, sure...

Right? I mean...

Theoretically...

Well, if we can't build one, we can't build two.

Ya, well, ok, they don't have the tools, and their feeling
is that for us to tool up and build one might be more costly

than to simply buy one, or they feel that it would be more
costly.

But Jim, didn't we have one - everything except the
deaeriation tank and tower?

Well, that is what Dick said but I don't believe that we
did.

Well, do you have some specific reason to think that there
were other problems with our plant except that one?

Well, the Escapule's have spent several years working the
bugs out of theirs, and I am rather pessimistic that we can
build a plant and get all the bug out of it - when it took



them several years to do that. Every time that I have
started on something new, Dwight, and we sit down and figure
out and calculate how long it is going to take and how much
it is going to cost, invariably it ends up costing 25 to
100% more than we planned on simply because we have never
done it before, and there are things that you simply don't
anticipate. And that is the reason that I think that it is
money well spent to simply go ahead and buy an Escapule
plant. If a year from now we want to try designing our own
and at a larger capacity, then I would say ya, great, maybe
we can try it. But when you have got a cost of $350 a day
built in just for the lease payments, and labor to boot, I
think that we just run into unforseen delays, equipment
availability, parts, and so forth. If we use their plant,
for one thing, all the parts are going to be
interchangeable, in all likelihood we can depend on them for
parts rather than having to either stock emergency spare
parts or trying to order them on a rush basis.

Right.

The third thing - or one of the major factors is that if for
some reason we would want to sell that, there is no reason
that we couldn't sell it at essentially the same price that
we paid for it, and in fact, it may be more valuable. They
were originally selling these plants for $12,000, and the
ones that they sold for $12,000, are now worth what their
going price is.

How do we find a buyer?
Well, I am sure that....

I mean Ernie and Louie aren't going to sell it - they want
to sell a new one.

I think that they would probably give us a hand, for one
thing.

Why?

Why? Just because they are that type of people. Same
reason that they - that Charlie and his wife worked all

weekend to get us assays out.

Well, in one case - we were paying them for it. I am not
saying that that wasn't nice and beyond the call of duty -
don't misunderstand me - but we were paying them for the
samples, just as we would pay them if we buy a new plant -
if we asked him to help us resale a plant - they don't make
any money.

Ya, but there are people all over the west that are looking
for these plants, and little operations going in all over.



Ya.

Quite frankly, it is my opinion that there will not be any
problem in selling a plant.

ok.

If the price of precious metals fell out of bed, that might
change, but I don't forsee that either. So, I think that it
is simply going to be a saleable commodity that is probably
going to go up in value rather than down. And, of course,
the other thing, we can ratchet ourselves up by easy
increments by simply buying additional plants. If one
component goes out, we simply shut off that circuit, and
probably have another component that we can get easily.

Right.

Apparently, as a good example, the '71 Minerals plant burnt

out a motor, and they were down for 23 days with their

overhead running at $63,000 a week or something like that.

At any rate, everybody about had a caniption when this thing

went down. Some of my people have been through the Round

Mountain, Nevada plant, which was designed - if you think

their plants are expensive - this plant was designed by |
Mountain States and I think the total plant was something |
like 63 million dollars - but they have had continual |
problems with it because they can't get enough ore to match |
the capacity of the plant, and once a plant is designed, its
throughput has to remain more or less constant.

Right.

And, therefore, it does not operate efficiently, and they
simply cannot de-bug it, and they are having all kinds of
problems because of that. So, it would be probably easiest
to sit around with you and John Dean and discuss the reasons
in more detail, but...

Ok, I think I got the picture

It is my gut feeling, inspite of - well in addition to all
these specific reasons - that we would be a lot better off
tending to what we can do, and simply buying Charlie and
Logie's expertise - at what I think is a pretty reasonable
price.

Ok, Jim, let me just go back to the - where we are kind of
as an overview. In a sense, we don't know a lot yet. We
will know a lot more as you get the results from the samples
that you are going to take now of the cuts going
perpendicular to the dike, right? And that will be in the
next day or so?



Ya, I am not sure, it will probably be either Thursday or
Friday before we get those back, but we should have them
before we start getting ready to mine this weekend.

And then your plan this weekend would be to mine and do a
heap leach test on what you mine?

Ya, we have already got some material on the heap and we are
going to start leaching that as soon as we can verify that
it is worth leaching. PBRut we want to have a specific mine
test of some material from the Contention cut in a measured
quantity so that we can say ok, we will now test this and
see what our recovery is and what this means in relation to
blocking out ore reserves.

Right.

So our objective first is to - if we can do so easily - to
just start leaching on ore that is already there, and get a
cash flow. And then we will run a very controlled
recoverability test on material that we are going to mine
out using the backhoe.

You hope that that might start next week, right?

Well, we hope to - ya - we hope to have it one the test pad
Sunday evening, and start leaching on it probably the first
part of the week. I will probably give these guys a day or
two off the first part of the coming week because they
simply - after you get so fatigued, that was one of the
things that Dick didn't focus on is that he had them down
there working 9 or 10 hours a day, 7 days a week, week in
and week out, and I think that everyone just got burnt out.
And that gets counter productive. They are very willing to
work, but I think occasional breathing spell is better.

Is Dick still in Tombstone?

He is taking a couple of weeks and going off someplace to
scout him up a job or something, I guess. I have not seen
him for a week or so.

Ok, Jim. Anything else?

No, hopefully we will have some cost figures today, and I
will stick those off in the mail, but I think everything is
really going very very well, I believe. So, hopefully we
will have some hard facts and figqures, and then we will be
better able to evaluate precisely where we are.

Good.

But putting things in a thumbnail sketch, we have got
everybodys cooperation from all of the Escapules and they



D:

are very very helpful, of course the TDC people continue to
express good will, the towns people...

I wish the TDC people would extend the next payment.

Well, hopefully we will have something that will make it
easier to swallow anyway. I am not sure that their goodwill
is ever going to get that good. They have had other offers
and inquiries on the property, Dwight...

How do you know, from them?

Ya, from them, and I am sure that they are not leading me
astray on that.

Oh, they are a bunch of cagey guys. I mean, they may not be
leading you astray, but there is no reason in the world that
they wouldn't.

I just don't think that they are that type. They have sat
down there and paid an awful lot on that for a good many
yvears, and they are simply people - the whole western United
States is just kind of bubbling with this kind of activity,

so I would actually be surprised if they had not received
offers.

Ok.
Ok, well, that is about all I can tell you.

I will speak to you probably tomorrow. Do you have the
phone number yet?

No, as a matter of fact, that is one of the things that we
have not pushed on simply because there has not been time to
do it.

Ok, great.

So, I will let you know when we get one.

Ok, thanks a lot. Speak to you probably tomorrow.

Ok.

When are you going down, in the morning?

Well, it depends on how the rest of the afternoon goes.
Either tonight or tomorrow morning.

Ok, great, thanks Jim.

3:13 - end of TC 7836 8/20/79 With Dwight Lee
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10:33, Tuesday, August 21, 1979
Toll Call 7849
From: Dwight Lee

Dwight, hello.

Jim?

Ya.

I could hear you fine, but you couldn't hear me before.
Oh, ok, I don't know what the problem was.

How ya doin?

Pretty good, how about yourself?

Ok. Thought I would touch base with you and see what is new
- if anything.

Well, lets see. Our report from Tombstone is that they have
got barrel tests on the dump material that is on the south
end of the pad underway. Barrel tests on the dump that we
have to move in order to get up to the edge of the
Contention open cut underway. They are going to be taking
some barrel tests on the material that was off loaded off of
the pad to see whether it is worthwhile putting it back on.
This is the material that we actually ran a short test when
John Dean and Tom were out here last. And they have got
some barrel tests underway on some of the backhoe cut
material and some of the underground gob that we pulled out
Sunday. So, the barrel tests are set up, and underway. We
should be getting some results back from those this
afternoon. They are installing Ernie's plant today. They
are also building another bench for putting up the
additional barrel tests. We will have I think 30 barrel
tests that we can run simultaneously.

Do we need that many, Jim. Because once you run it, you can
clean it out and start all over again, right?

Right, but we felt that time was of the essence to be able
to get these things underway so that we know what to do
next.

Yal

They are relatively - well as a matter of fact, each barrel
set up, I think, costs $18.00 - $13.00 or $18.00 - which is
awfully inexpensive.

Right.



Had we done it in a laboratory glass tube, the tube itself
would have cost about $35 or $40. So I think it is a slick
way of doing it.

Good.

There is a couple of unknowns. We don't know whether the

plastic will react with the cyanide solution to any degree
at all. However, we think that it will be very minimal if
it does at all, so I don't think that that is a big factor.

Ok.

Of course the other thing is reusing plastic PVC pipe and
plastic filters and a lot of other plastic with it does -
its going to kind of cancel everything out - each other out.

Do we have any more assays from....

Ya, I do. I am not sure what they mean. These are
substantially lower, and I have not had a chance to plot
them up. We are running - and I also discussed with Charlie
last night, what he felt they meant, and he runs barrel
tests on everything thing that runs a couple of 10ths in
silver simply because you tend to get a better analyses, and
he seems to think that you get substantially higher values '
with the barrel test. I am not sure what the ins and outs
of that means - but it is really kind of - its related to
individual idiocyncrasies of specific ores, and I don't
think that we know enough to be able to decide yet. But let
me read these off quickly for you. I have not calculated
dollar values on these, however.

Where are these samples from?

These are from the west side of the Contention cut. So, they
are running about - oh, just let me run through these.
Starting at the south end and working north, at 20°'
increments...

Hang on...

eeoIn silver - I will read silver first and then gold - .08
and trace gold,...

Wait this is - oh you are giving me silver and gold?
Ya.
Oh, ok, hang on.

Before I gave you dollar values, and I have just not
calculated those out yet.



Ok. Silver is .08...

And gold is a trace, .16 and nill, .17 and .008, .08 and
trace, .16 and a trace, and 4047 is a trace and a trace,
then .03 and nill, .11 and nill, .19 and trace, .3 and .008,
.19 and trace, .84 and .017, .22 and trace,.30 and trace,
.10 and trace, .24 and .005, .36 and .005. So what this
indicates is that the hanging wall is substantially less
mineralized than the foot wall of the down side of the vein.

Was that at all as expected or not?

Ya, it kind of - that is why I wanted to mine on the eastern
side of the cut - I was kind of hoping that we would have
better values on the hanging wall, but I think that it
simply goes to show that Dick's idea about just taking
everything was felacious, because I think that some things
are not worth taking, and some are very much worth
segregating out into a special high grade zone.

Ya. Have they started sampling the cuts at right angles to
the dike?

No, we are going to do that this afternoon or tomorrow
morning.

Ok. That should really tell us a lot because if for
example, if the hanging wall cuts gave the same low values,
it would give us a much better feel for what kind of tonnage
we might really have.

Ya, ya, that's true. It is - well defining ore is a bit of
a problem - well, it is the thing that makes or breaks
mines. You have to keep enough ore ahead of you to justify
expending money on it, and that is one of the assets that we
have in having the heap there. Now let me - with that on
tray - let me discuss a discussion that I had with Charlie
Escapule last night. As I told you, he has all the data for
the first 600,000 or 640,000 tons of material that went on
there...

Right...

... And there is a fella that worked for - that lives in
Carlin, and worked for, I believe, the Cortez operation, and
he has done some experimenting, apparently in relation to
the Cortez ore deposit - or heap leach operation, and they
feel that for the first 10', they are getting about 35%
recovery...

Wait a minute, you are going to fast for me.

Ok, the first 10' of a heap - ok, keep in mind that there
were about 30' lifts on the '71 Minerals dump...



Right.

Ok, for the first 10' of that, they get about 35% recovery.
For the next 10' - from 10' to 20', they are getting about
15 to 20% recovery, and for the plus - for anything over
30', recovery is essentially nil. This is because the
oxygen content, which is required for the cyanide to
actually do good things, simply sinks to such a low point,
that nothing happens. Charlie feels that '71 Minerals may
have recovered only 15% to 20% of the material that is
available in the dump. Now, you know, these are kind of
hearsay figures, but they are intriguing because these guys
were intimately associated with that operation - Charlie and
Al Waterson.

Jim, is that 15% to 20% of a 100%...?
Ya.
Or 15% to 20% of the potential up to 35%?

I think that what he is talking about - and he admits that
he does not have any firm grip on that - but he is talking
about the 100% that might be eventually recoverable - or
that were contained in the dump.

Oh, contained - well there is a big difference.

Ya. So, you know, we are working in rather vagque figures,
and I think one of our objectives is to tie this down to
something that is quantifiable...

So that would suggest that maybe half of the values were
taken out?

Ya, or maybe less. Maybe even less than that. But lets say
that if half of them were taken out - half of them are still
there. Now Waterson feels that because the lifts were so
large or so high, and because of the potential of blinding
due to the fines in the dump - he figures that there may be
areas of 2,000 or more tons that may never have been leached
at all. And that simply reactivating the leach should get
this. Now another thing that '71 Minerals didn't do -
apparently during the last year of operation, they were not
putting any money back in for - oh, the guy that was running
it - whose name I can't think of off the top of may head -
but had a real hard time getting cyanide and caustic soda -
you know just enough money to keep the operation going. The
week that they shut it down, he killed the dump with sodium
hypochloride - chlorox essentially - and that week they made
their highes recovery of any of the weeks that they had been
operating.



He used what? Sodium...
Sodium hypochloride. Just normal clorox.
And with that...

Ok, that killed the cyanide, but that flushed out a great
amount of silver - it was apparently, according to Al, their
highest weekly silver production came the week that they
shut it down. He tried to get them to continue but after
Roland Harman died, apparently everything kind of went to
pot.

Ya.

Ok, so Al is very positive towards retreating the dump. The
other thing that they found, was that after - on their
releaching - '71 Minerals did releach it - they let it set
for 6 to 9 months and then came back in and releached it -
and they got better recoveries again than they had on the
first go around.

Why did they think was?

Well, because you tend to have oxidation and capillary
action bringing dissolved silver and gold salts out to the
outside edge of these little fragments, and then when you
hit them again with another solution, it makes it easy for
the material...

END OF SIDE TWO OF TAPE
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Joining an already in progress telephone call between JAB and
Dwight Lee - Post Dick Hewlett

J:

When you turn off the sprinkling system and let all the water
drain, then you get, well for one thing you get a lot of
oxidation just because the atmospheric oxygen can get into
the heap, and you get heat build up because of oxidation of
sulfides. You have the moisture going by capillary action
again to the outer periphery of the rocks as the heat tends
to dry, and it brings with it metal bearing salts. I don't
know whether you have ever studied any geography courses, you
may have had the development of laterites. Laterite soil,
where we get our aluminum is a soil that develops in Savannah
type climates where you have a very rainy season,
interspersed with a very dry season, and it is exactly the
same process of leaching by rainwater of all the constituents
of rock save the aluminum and the iron, and it simply, during
the rainy season everything is carried away by water.

Jim, hang on a second, ok?

Ok. Ok, so during the rainy season, all the soluble
constituents are carried away by rain water, and then during
the dry season, the ground is exposed to oxidation again, and
these things oxidize and the next rainy cycle, they are
carried away. Essentially the same thing happens in a heap
leach. So, I think that we run a pretty good chance of
simply turning on the leach solutions again on the heap and
having a pretty fair amount of silver come out. If we can
get a large bulldozer as Dick suggested, and move some of the
material off so that we end up with a lower, less high leach
lift, we can probably continue to get a cash flow. So what
we have really got to do is decide what the economics are,
and I think that one of the things we should do, and if we
have 2 small plants, we would have the alternative of running
one circuit onto the heap, and keeping one circuit busy on
the stuff that we are mining out of the Contention.

(

Ya.

'

This is kind of our concensus here in Tucson and Tombstone
and the discussions with Dusty and Al, and even discussions
with Dave Rabb and Charlie Escapule. As a result of this we
conceptually feel that if we can get a plant and simultaneous
do two things, leach on, preferably what we need is two
plants or a large plant and a small plant to start off with,
do our test leaching of the rock mined from Contention and
then go ahead and start spraying the heap because it is not,
labor wise, it is not going to cost any more simply because
one guy can watch both of them. If the heap turns out
successfully, then we ought to buy a second plant and just
use one plant on the heap and one plant on the new pad, which
we are putting Contention ore on, and we might even want to
have a third small pad on which we put the very high grade



ore material that we can monitor very closely and mix, and
possibly crush, probably want to crush some of that, and we
can use the small plant on that so that we can control it

very carefully.
Ya.

It is conceivable that we might even want to go, if we end up
with some very high grade ore, which of course we don't know
until we do enough exploration testwork to define where it
is, but lets assume that we might end up with something that
is running $50.00 or more per ton, that we can segregate out,
we would probably want to crush that and put it in these old
cement mixers that John Dean has suggested, and agitate it so
that we get very good recovery on it.

Ya.

And, again, use a small plant to run that material through.
But in this way, we can kind of ratchet our way up into more
and more production in a variety of areas if the heap turns
out to give us a good cash flow, then we can actually put in
quite a few gallons per day through that, where in fact it
will be difficult for us to mine enough material to get a
high gallonage through.

Right.
So that we have...
Of course that depends what the leach cycle is too.

Right, ya. But one of the problems that they have run into
in Round Mountain, Nevada, I was talking about this
yesterday, is that they have not been able to mine enough ore
to keep the plant at its proper through-put, and so therefore
they are taking the, they are leaching the stuff for 30 days
and then taking it off the pads and dumping it even though
there is more gold to be extracted from it. That is not a
very effective way of doing things, but they are locked into
that because of their plant capacity size, and they can't
lower their through-put of the plant.

Ok. Jim, you mentioned something that I am not familiar
with. You said that there was a dump in the way of the
Contention that had to be removed?

Ya, there is a small dump on the east side of the Contention
open cut, which to get our equipment in to the edge of the
cut, we will have to pick it up and move it. Now I have
mentioned this dump before and I think that you probably
just, either you probably weren't identifying with it or you
had forgetten it... as a matter of fact, if you want, have
you got that photo handy? T: I can get it, ya, hang on a



minute.

Ok, why don't you do that. You see there is a light colored
patch that is kind of broad and then there is kind of an arm
that goes out at about a 45 degree angle right up to the edge
of the open cut.

Right.

Ok, that is the dump that I am talking about. And then at
5.8 north and 9.6 east, there is a round dark spot which is

the, one of the shafts. Ok, that is where that dump has come
from.

Ya.

Ok, so what we have got to do, Dwight, is drive the backhow
along the edge of the cut and right in the vicinity of where
that dump is, is some of the better assay values that I gave
you yesterday.

Jim, looking at this photograph for a second, do you see the
yellow vehicle in the pit?

Ya.

Ok, is the highgrade stuff on the left side of that as you
look at this, right?

No, it is not. It is on the northeast side of the open cut
to the north of that dump for the most part.

Ok, wait, I am having a directional problem here.
Ok.

I have this map set up such that the heap is in the lower
left and the contention is in the upper right.

No, that is the wrong way, you are looking south rather than
north. The numbers should....

Ok.

See where the numbers are? The numbers should be on the left
hand side in the lower portion.

Ok, ya, now I have got them. Now which way is north?
North is up, and the heap is in the upper right hand portion.

Ok, good, now I am squared away. Now, start all over again.
The highgrade is on the right side of that yellow vehicle?



Ok, the yellow vehicle is located approximately 3.5 north and
7.2 east, or 7.3 east.

Right.

Ok, you have to go northeast along the length of the
Contention open cut...

Ok.

And the higher grade material is, can you locate where that
dump is that we just talked about about now.

Ya.

Ok, the higher grade material is about, oh, it is in, there
is a square bounded by 6 to 7 north and 9 to 10 east....

Ok.

You start at 6 north and 9 east, which falls right on the
east side of the open cut and proceed northerly, that is the
area of the highest grade material.

Ok, that is interesting. But the high grade moves basically
to the east, not to the west? Is that correct?

Well ya, the fault structure that the ore is located on,
incline to the left or the west.

ok.

In mining nomenclature, the hanging wall is the west and the
foot wall is to the right.

And the lower values are on the hanging wall.
Yes, so far.

Right. Ok, and where are the backhoe cuts, roughly that are
perpendicular to...

Ok, there is one right at the northern tip of that dump.

Ok.

There is a second one right at the north end of the
Contention open cut.

The first white area going south?
No, to the north.

Ok, because Tom had drawn in a bunch of cross cuts and they



extend from... if you walk along the Contention dike, they
extend from about 1.3 up to about 4.5, and what I assess as
happening is you moved all those further northeast.

Well, those are cuts that Dick, I think, did with a
bulldozer, and he sent those in to Tom. We will want to
probably work on some of those with the backhoe because the
only thing he had was just a ripper cut through there, which
is not an adequate way of sampling. But you got to take
things in a step-wise fashion. The first step was getting
these assays on the open cut so that I now have some idea of
where the high grade lies and for the time being, I will
concentrate on the northeast end of the open cut rather than
on the southwest, down towards the Little Joe.

The northeast end rather than the southwest end?

Right.

Now how far, you are 200 feet, look at the picture itself for
a second.

Ok.
You've got that long sort of white area.
Ya.

That extends in a northeast, southwesterly direction,
basically north-south.

Right.
Have you sampled the walls of that?

Yes, we have got the samples on both sides of the cut so,
yes, that is correct, yes we do.

What is the scale of this?

Ok, that is 1" = 100', and if you start from essentially the
coordinate of 8.2 north...

Hang on. 8.2 north, right.

And 10.1 east, you just put a dot on your map there.

Right.

Ok, and then go at 20' intervals from that dot south, along
the edge of the cut, and those are going to be our sample

intervals that I read off to you yesterday.

Ok, and where is 220'.....



Well, each one of those little squares is 10' on this
photograph.

Oh, ok.

And each one of the big ones is 100, so 220' is going to take
you just about down to the intersection at 6 north 9 east.

Right.

And as you can, well the cut gets considerably narrower
beyond that point and that is where the, its narrow because
it is lower grade and they didn't mine out as much.

Ok, based on the early conversations, Jim, that you and Todd
had and you and with Dick, was this the expected area you
would sample or did you think that you would be sampling
further south?

Well, what Dick wanted to do was simply start picking up
stuff from the base of the cut with a scraper and hauling it
to the leach pad. Well, there is two problems with, there is
three problems with that... or maybe there is two. Let me
just see if I can itemize them. One is that we would never
ever develop any ore ahead of ourselves because you can never
be sure where the scraper was actually picking up things
from. You couldn't project it. In other words, we could
never get a test of anything that we could then say, ok, this
is representative for 10' in every direction, and therefore
we can block out "x" number of tons. Each scraper load would
be kind of different. So you are just operating blindly
hoping that what you are picking up was ore and that it
wouldn't poop out for the next 6 inches down.

Right.

Ok, the other major thing was, well, you cannot be selective
with a scraper so that is not the method to mine in anyway,
because as these assays that I have just read to you show,
there is a substantial difference from place to place in the
ore grade, and what you want to do is selectively mine the
good stuff and leave the stuff that is not worth picking up
right where it is, I mean you don't spend money on it. But
the big bugaboo is that the mine inspector looked at that and
with good reason, he said "well, boy pretty quick you are
going to dig youself into a great big hole and everything is
going to disappear, and I won't let you do that". I agree
with him entirely. Now we still have yet to get back with
Vernon Dale but I think when he sees what we have done and



the way this backhoe operates, I think that we can mine it in
a safe, selective method, and find ore reserves as we go, and
do it cost effectively and not risk anybody's life.

D: Ok, Jim, let me ask you this. Have you done any sampling
that you have confidence in that if you continue this line
which ended at say 6.9 if you took it to about 3 1/2 7 1/2...

J: Oh, well I have already taken it all the way south, Dwight,
to 2 north, 7.3 east

D: Oh, ok. So you have samples all the way down to there.

J: Ya, and then we turned around and went up the west side of
the cut, and those are the values that I read off to you this
morning.

D: 220' from 8.3 north to 6 north and you were talking about
this 220' interval, now there is another almost 400' between
2 and 6, what kind of values, or do you not have the results
from that yet.

J: I do have the results, Dwight, and the average of the
material all the way to the south end of the cut, is about
$12.31 in contained gold and silver. But, by taking the
first 220', I can upgrade that average to $18.54.
Furthermore, I have some intervals that are running $30.00 to
$40.00 a ton. So what I want to do when we get into this
with this backhoe is I don't want to mine the stuff that is
going to be running $7.00 or $10.00, I want to mine the stuff
that is going to be running $30 to $40 a ton, and to get our
400 ton test, which is what I anticipate, I only need an area
that is 10' wide and 40' long and 13' deep to get 400 tons,
or lets put it this way, if I can mine this 20' interval and
if I can verify that it goes back 20', there is one interval
that runs $40.38 and if I can mine that selectively, then we
will have 400 tons go $40.38 or what does that end up with

D: 16 grand.

J: Ya, ok, so for 2 days worth of work, and about 20 hours x 20,
$400 worth of backhoe cutting, we can get a gross contained
metal value on the test heap of $16,000.00, so that is what I
want to shoot towards, is getting the highest grade material
I possibly can.

D: Ok, let me just make sure that I understand you because it is
a little bit tough and you can get confused.

J: Ya, I understand.
D: When you were giving me the 220' samples, the first through

20 starting at eight three, and going to six, but you had
sampled from six all the way down to two.



Interuption on the tape.

Jd3

I think that I did read those all the way off to you
yesterday.

The 220' is 20' intervals.
Ok, I thought that I had read the whole list.
No, but you are going to send it to me anyway.

Ya. What I would like to do Dwight is as I get this caught
up, I would like to send you a map of it which makes it an
awful lot easier to understand what we are talking about. I
will get you that when I can, but we are up to our ears in
trying to get everything operative. I believe that they can
get the plant set up today, and if our barrel test confirm
the leachability of this material, we will start leaching
probably tomorrow, and then we will go to our test the first
part of next week.

So you will start leaching what, the stuff already on the
pad?

Yes. So one of my main objectives here is to get some kind
of cash flow from precious metals that we are essentially
ready to go on.

What are you going to be leaching starting tomorrow?

The material that is on the south end of the pad that Dick
mined using the scraper.

Ok, right, that sounds, ok, right. Ok, I think that I am up
with you.

Well, if we can do that, it will give us something, well it
will be making the plant operative for one thing while we are
getting our definitive test ready, and then we can go to the
definitive test, but we might be able to get some precious
metal production in the interim, which I think is one of our
objectives.

I guess where I really come out is, we know the plant works,
I guess the big question is does the barrel test simulate
enough what you can really recover, you can create the
values, but they shouldn't be materially different than what
you predicted from your barrel test during the leach. Do you
follow me?

Yes, that is right. What we are going to do Dwight is we
will begin to get a feeling of how accurate these barrel
tests are. Now one of the things that we are doing on these



barrel tests, we are using 50 pound barrel tests, which is
what the Escapule's are using at the State of Maine Mine,
simply because the physical handling of 200 or 400 pounds of
material gets awfully involved. We are going to have 5
barrel tests that will be of the 200 pound variety, but we
have to kind of, for a purely logistical viewpoint, we have
got to go at this in increments, small 8 or 10 pound samples
shakers tests to identify where the values probably lie, and
then the smaller barrel test to verify that we can get it out
and then maybe some larger tests in the barrels and then the
pad test. But going about it in very large barrel tests, we
can't physically handle those in easy manner. In other words
a 200 or 400 pound, well a 400 pound barrel is more than 2
people can move around.

Right.
And we just can't manhandle it around.

Jim, I guess what I am thinking in the back of my mind is if

our barrel tests are working, should we be spending time and

money right now on leach tests or should we be doing a little
more sampling to determine do we really have enough available
ore to make the operation economic.

Ok, well I think that is where the... if the barrel tests go,
then 1. we are going to start producing on this tonnage that
we have on the pad, and we are going to have, by the time we
get the dump that I just described to you a little bit
earlier, which I assume is going to run, that is about 10,000
tons, I believe. We haven't measured it specifically. But
if we get that on the heap, we have got another 200 tons and
probably another 400 tons so we could have a pretty
substantial amount on the heap so we will just go ahead and
start leaching that. Then the one thing I have to do is I
have to get some true cost figures of what the truck cycle
time, how much this backhoe can mine out on a shift basis so
I can then get some mining costs to plug into our operation
so I can say well it is going to cost us $1.00 a ton or $5.00
a ton or whatever it is so we can then determine whether we
do have some rock in place that we can afford to pick up,
move and leach on the pad. In the interim, we have got all
this dump material, you know the '71 heap, which I believe we
can probably get a cash flow out of too, if we have a plant
to do it with.

Right. Well, we are going to have to delay deciding what to
do there probably until Tom gets back.

Ok, well... '
But I am trying to get a hold of him to discuss it. It is

kind of hard to do with the abstract, you can well imagine.
But I think we need to proceed on the other things that we.
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Ok, the only, I think that we will have some answers towards
the first part of next week...

I can't argue with you...

...that are pretty definitive. The only problem with delay
on the plant, of course, is that that will run into a period
in which we have no plant or anything to work with because I
know that at some point Ernie is going to want his plant
back.

Well, that is right, Jim, and that is another reason that I
am saying... I guess where I come out is I understand that
you want to leach the 10,000 tons to get some cash flow. I
am, or course, enormously sympathetic to that, at the same
time, the plant decision... to a major extent is determined
by two factors that are still relatively unknown. 1. How
much ore do we have in the Contention or at least do we have
enough to make it appear economic, and 2. does it make sense
to go forward with the heap. We I assume we aren't going to
have any answers to the second one very quickly, which
focuses me back to is there enough ore at the Contention to
justify buying a plant.

Ok.

I may be wrong, but this is just sort of a quick way of
thinking about this whole thing.

Ok, let me suggest this, Dwight. Why don't we go ahead and
order a small plant which is $3,750.00, or an expenditure of
$1,500.00 now because once Ernie takes his plant back, we are
not going to have anything to work with.

Right.

Then, we can evaluate whether we have enough to justify the
big plant next week, or whenever Tom gets back, or whenever
we get enough data together so that I can feel like I can
make a proper recommendation.

Ok, all I am saying, Jim, is I think we got to keep focusing
on in the short time, what is the data we need to make longer
decision?

Ok, well that is what we are really focusing on. We just
have to do certain things in order to get that data, and one
of them is we have got to get that dump out of the way. If
the dump itself is not worth processing, we will simply
bulldoze it out of the way. If it is worth processing, we
will pick it up and put it on the heap. We are going to have
the plant operating anyway, and we may as well be making some
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money on it in the interim.

So that heap is actually in the way for where you need to
mine?

Ya, right.
I mean that dump.

Ya, right, the dump. So we have got to do something with it
at this point.

Does the dump have a name?

We have got some of the o0ld records and we will put a name on
it, but I think at this point, we can just name it by the
coordinates 6 north, 10 east.

Good, the 6 north, 10 east dump. Ok, well I hope to talk to
Tom today or tomorrow.

Ok.

Have you had any discussions with Charlie about whether or
not we can get a better price from him in exchange for... you
know there is some benefit to him of having somebody else
right in the neighborhood using his plant that he can go show
people.

He has already got somebody that is doing that, Dwight, plus
himself so I don't think that that is going to be any
attraction to him.

You don't think he is negotiable.

Well, you know we are already getting so much from him, I
think that we run the risk of simply him getting P.0O.ed and
telling us to go to hell, and taking off, you know, just
saying forget it.

Alright, you don't have to get a guy pissed off by asking him
if he has got any room in his price.

Ya, I know but he has already knocked an awful lot of some of
his other things. Quite frankly, we are getting so much
help from him, I hesitate to do it and of course the other
thing is, he is going to give us whatever help is necessary
to make the thing run, which I think is another big plus.

Doesn't he give that to anyone that buys one from him?
Oh ya, but he might say ok, I will give it to you at "x"

number of dollars less, but once it drives out of the
driveway, it is your plant and don't darken by doorway any
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more type of thing.
Ok. You are going down this afternoon?
Yes.

Ok, great, so I guess the next big thing, are we rating more
sample results or do we pretty much have this all now?

We have those. I am taking a crew of men down today to cut
additional samples and get the next bench or barrel test
bench set up, and that will probably take us tomorrow and
then we will be done with everything and simply waiting the
weekend to do the mining test.

We should have also the samples from the cross cuts evaluated
by the weekend.

Yes, that is correct.
Good, ok Jim, I will speak to you probably tomorrow.

Ok, good enough, Dwight.






Toll Call #7852

1:18 p.m.

8/21/79

J: Yes, this is Jim Briscoe in Tucson calling for Dwight Lee.

J: Hi Dwight

D: Hi Jim.

J: Real quickie here.

D: Ok.

J: We just got some readings from our barrel leach tests and the
material on the 6 north 10 east dump...

D: Hold on, you are going to fast for me.

J: Ok.

D: Want me to call you back on the watts?

J: This will probably just take about 45 seconds if I can
JUst e v»

D: Ok. You called it 6 north 10 east....

J: ...Dump. We have got, at this point, about 2 1/2 ounces of
silver per ton of solution, and .04 ounces per ton gold.

D: .04

J: Ya. .04. On all the leach tests there seems to be about .04
ounces per ton going into solution in most everything. The
gob that we pulled out is running about 2 ounces per ton and
the material on the dump now.

D: That is .04 gold?

J: Ya. These are approximate because Al didn't have his figures
with him. The material on the dump which Dick, from the
bottom of the Contention open cut which Dick put down, is
running about 2 ounce.

D: That is on the bottom of the Contention.

J: Yes, that is the stuff that is on the dump now.

D: Right. 2.0 Ag?

J: Ya.

D: And also .04 Are you surprised by the uniformity of the gold?
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No it is probably not that quite uniform, he just said that
it all seems to be running about that. This is in solution,
not ounces contained per ton. We are still trying to get a
conversion factor for that. But it means that the solutions
are very high grade.

And it is per ton?

Right, per ton of solution, cyanide solution. What this is
telling us is that the material dissolves very easily.

Ok. Sounds pretty exciting.

Ya, it really is. I think what this means is we will probably
want to load up that dump and haul it down to the pad and
start leaching on it. They figure that they will have their
plant installed this afternoon and we are, right now, we are
going out and buying 24 rainbird sprinkler tops, which is all
of the supply in Tucson so that we will have the rainbirds
to‘l..

Do we have any rainbirds left?

No, well I don't think so or if we do...

We bought a bunch of them at one point.

I think Dick made the mistake of running acid through some of
them and they wilted and dissolved.

Ok, ha ha.

At any rate...

Thank you Richard.

Ya.

Ok, how do we get a conversion factor?

I am going to ask Dave Rabb about that.
Dick always used 3 to 1.

Well, let me verify it.

Ok, John would probably have a good answer to that too.
Well, that's a thought.

I have to call him this afternoon anyway.

Ok, why don't you ask him.



I will do that.

It kind of depends on the concentration of cyanide and the
number of liters that we are using in the tanks that we just
simply have to work up a formula so that we can convert that
to ounces per ton.

Ok, obviously that needs to be done pronto qhickly.

Ya, right. So we will work on that. I just thought that you
would be interested in those figures.

It sounds fascinating. I will call John and talk to you
later then.

Ok, good. I am probably going to be here until late this
afternoon, Dwight. If John can get back to me, why don't you
have him do so.

Ok, find.

One other little tid bit, I have some stuff from Phelps Dodge
mineralogist, Sid Williams, who has identified several new
tellurium or tellurate minerals and written a paper on it for
the American Mineralogist from the Tombstone dumps, and I am
going to be passing that along to John Dean. It is of
significance related to the extra action rates because
tellurides are generally refractory. Now of course with the
way we are doing it, it doesn't make any difference because
if there were any tellurates there, we are not dissolving
them, but it might, it will have some significance down the
road when we get into more mining.

Ok, good.
Ok.
Talk to you later.

Ok, fine, bye bye.






Monday, August 27, 1979

Toll Call #7876

To Dwight Lee at Famco in New York
7233 to 7:50
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Hi Dwight, this is Jim.

Hi Jim, how are you?

Pretty good, how are you this morning?
Good. You in your office?

Sure am.

Let me call you right back.

Ok.

Hi Jim, Dwight.

Ok, let me just give you a thumbnail sketch of what we have
been up to.

Ok, just a minute let me put you on my speaker phone.

Ok Dwight, since I talked with you last, most of our time has
been occupied with sampling and barrel tests and getting the
plant, Ernie Escapule's plant set up and installed, and at
this point, the plant is installed, the plumbing is
essentially ready to go, we have moved the 6 north 10 east
dump out of the way and down to a leach pad in which we now
have a total of about 1,000 tons of ore that will run in the
range of $20 contained gold and silver.

Is this 1,000 tons from 6 north 10 east?

No, it is about 350 to 400 tons of material that Dick took
from the bottom of the Contention open cut and the remainder
of the material is from 6 north 10 east. And a couple of
other little spots where there was material worth picking up.
Excuse me just a minute... Ok, I am going to have to make
this short, I have got to fly to Los Angeles this morning and
will be leaving momentarily. Ok, at any rate, you got the
location from where that material is from, 6 north 10 east.
So that is essentially ready to go. This morning they are
installing the spray, the rainbirds and the spray lines.
Dusty and Al worked about 14 days straight. They just kind
of worked themselves into exhaustion yesterday afternoon as
did Tom and I, and I had two other young geologists down from
my office taking samples along the Contention cut, but at...

Where along, cross ways to the cut?
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Ya, we are getting cross cut samples to determine how wide
the ore values are, which is really the significant factor.

Ok.

Ok, one of the things that was interesting is that the gob
that we pulled out last week and were running barrel tests
on, after about 36 hours got up to 7 ounces of silver per ton
in solution and about .1l ounces gold. This translates to an
assay value of about $20 per ton contained gold and silver
actually in the ore, but it is quite soluble and comes out
very easily, probably due to the fine nature of the rock plus
it is easy perculation. It appears that there is quite a bit
of material of that type in the stopes that could be mined.

Ok.

Ok, now one zinger in this is that Ernie Escapule is
continuing his mining operation and finding interesting vein
material and he is going to want his plant back in about a
week. So at this point, we have got about a weeks operation
on the plant. Now, I found another plant owned by Steve
Henderson who we have had doing some trucking up there in the
last couple of days, and I think that we can probably rent
his plant until he gets in the same situation that Ernie's
is.

Ok.

But I think that this is simply indicative of our need for
our own plant.

Well, we need our own plant once we determine where we are it
seems to me, Jim.

Well, that is fine except every day we delay, Dwight, it is
going to be that much more expensive when we get to waiting
gor it.

Well, we are not going to wait for it unless we determine
that the economics justify it. Right?

We are not going to do what?

We are not going to be waiting for it. We are not going to
order it unless we determine the economics justify it. That
is what we are supposed to be determining right now.

Ya, I understand that.

Did we do the mining test?

We got hung up on that yesterday. They are going to finish



that up today.
Ok.

That pad is started but we will have probably about 200 tons
on that rather than the 400 tons simply because the areas
that are high grade are a little bit spread out and I would
prefer not to mix them so we will just take 200 tons.

Do you have any results yet from additional sampling?

No, I don't. Those are still in process. I did get the
samples back in this mornings mail from Charlie Escapule and
also his proceedure on the shaker tests, and I will mail
those out to you and John Dean, well, it will probably be
tomorrow since I am just about ready to flee the scene here.

You going to be in L.A. just today.
Ya, just today.

Ok. So, do you have any new data that you have studied that
lead you to any new conclusions.

No really, except that the barrel tests are giving us a lot
of information. We have simply been working on so many
different things that we haven't had a chance to consolidate
that data, which has been coming in slowly, but that is what
we are going to be working on Tuesday and Wednesday, I am
making the assumption that we are going to finalize the spray
lines on the heap today and start spraying that.

Jim, let me as you a question about that. We effectively are
going to have three different heaps.

No, just 2. Well if you are including the old heap, yes.

Well we have got the 300 to 400 ton from Dick, what we will
call Dick's Contention heap, we have got the 6 north 10 east,
and we have got the 200 tons that are going to be the result
of the mining test.

Ya, however, the 6 north 10 east and the stuff that Dick got
from the bottom of the Contention are one on top of the
other.

Ok, so you are going to leach those together.

Ya, that will give us some important, well it will simply
demonstrate that the ore is leachable but we can't be
specifically sure where that stuff is from so it doesn't
really make too much difference that it is co-mingled. The
material that we are mining out, I do know, we will, of
course, be able to determine specifically where it is from
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and so forth, and so we will use that as a specific test.

Well my confusion is with one plant how can we leach two
heaps simultaneously?

We can't. We will have to do it separately, and if we run
out of plants, we won't be able to do anything.

Well, ya, I understand that is a problem, Jim, but are we
going to start leaching the 6 north 10 east and then stop
leaching it so that we can start leaching the heap from the
mine test?

Ya, that is right. We will go ahead and start leaching 6
north 10 east, probably this afternoon, and then Dusty and Al
are really exhausted so as soon as we start spraying on that,
I am just going to let them circulate it, well it is going to
take a while before it gets saturated, so we will just let
that circulate for two or three days before we start
precipitating.

Right.

And in the interim I will give them, let them alternate on
checking on it and give them some time off where they can get
rejuvinated for work later on in the week.

Ok, and then later on in the week we will start leaching the
test heap?

Ya, probably. I think that it just depends on what day Ernie
is going to want his plant back and whether we can get Steve
Henderson's plant. These plants button in very quickly and
they are interchangeable, which is of course the beauty of
them, so I don't think it is going to be much more than
pulling Ernie's out and sticking Steve's in and connecting
the connectors. What we will do is simply spray on the 6
north 10 east heap until Ernie wants his plant back and then
we will clean up the solution and shut off the intake from
that particular heap and flush out all the precipitate out of
Ernie's plant and then disconnect the plant and reinstall
Steves and in the meanwhile, we will of course measured out
and probably see if we can't get Charlie Escapule to melt
down the precipitates from that period of leaching which
ought to be about a week.

Jim, I guess the alternative would be to take a day off and
then Wednesday, start leaching the 200 tons from the mine
test.

Ya, I suppose so.

And, the benefit there is is in the sense that we are still
in a test mode, Tom is coming back the end of this week, I



407
would like to have the results or at least the, in the early
stages of getting the results from that as quickly as
possible. It would seem to me, one alternative would be to
try to get a hold of Steves plant now, or maybe we could not

start leaching that 6 north 10 east but take a day off and
then start leaching the new Contention test heap.

Ok. Well, I think that we can get some cash flow out of 6
north 10 east, but that is kind of up to you.

Well, let see, if we have got 1,000 tons, with a little luck
we might get $12,000 to $16,000, right?

Ya, I would say so.

That is obviously appealing, but we should get similar
results from the Contention test, obviously it is less ore,
but I think that we shouldn't loose sight of the testing
thing. Maybe the approach is to try and get that other plant
right away.

Ok, I am not sure that we can get set up. Our problem is we
don't have enough... oh well, maybe that isn't a problem. I
will check and see. If we can get that other plant right
away, maybe we can sol it and get enough tankage to get
underway on both of them.

Ok, because I really feel that we have got to not loose sight
of this whole testing process where we have come so far, we
are right down to the last stage, and I think we ought to
follow through on that and £ind out what we come up with.
Ok. Fine, well I will see if we can't get Steve Hendersons
plant and get set up. That will probably require some extra
piping, but let me pursue that and I will get back with you
probably tomorrow.

Ok, good. I will be here all week.

Ok.

Thanks Jim.

Good enough, talk with you later.

Right, have a good trip.
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Toll Call #7881 o

To Dwight Lee }U

A brief update on what has been happening at Tombstone
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Jim, how are you.

Dwight, is that you?

Ya, it is with a mouthfull
Hold on just a second. Ok.
How are ya?

Good, how are you.

Good, I was wondering if I was going to hear from you and I
was just about to call you.

Oh, well, things have been kind of hectic but I thought that
this was a good time to call. Quite frankly I was too tired
yesterday, and actually too busy, and I didn't have much to
report anyway. But I still don't have a lot of hard data.

Jim, can I call you back in about 10 minutes?

Ok, well, ya. Let me just lay on you a couple of things
here. We've gotten everything pretty much underway. We have
encountered some quite high grade ore. We have some barrel
tests which have gotten up to 80 ounces in the solution.
This translates to 20 ounce ore, or $200 per ton.

Jim, I really need to get all of this information from you in
detail because it sounds fascinating. Are you not going to
be around in 10 minutes?

Why don't you go ahead and call back and I will see where I
am at that point.

Ok, if not, I will talk to you later in the day.

Ok. I will tell you what Dwight, it might be better, why
don't you call late this afternoon.

That is great, no problem.
Like probably 5 ish my time would be best.

Ok, I will be home by then so I will talk to you from home.
Good, thanks a lot.

Ok, talk to you then.



Telephone call from Dwight Lee
10: 46
Continuation of call #7881
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Dwight?

Ya, hi Jim. I got done sooner than I thought I would so I
thought I check with you and see if you wanted to talk now or
if you still wanted to talk later.

Well, I hope that I will have some figures later, but...

Lets talk later then because I would love to combine the
conversation with numbers.

Ok, hold on just a second. I am not going to have all of them
until towards the end of the week, but we have just been
completely overwhelmed workwise. We do have the plant in
operation as of today. We probably have about, we are still
calculating that too, but we probably have about 190 to 200
tons of material on the dump from the mining operation...

On the pad.
Ya, I'm sorry, on the pad. We don't know precisely what the

total assay value of that is because we are still taking
barrel tests on it, but that is the material that the 20

ounce assay came from.
That is 20 ounces of silver?

Right, and I don't have the gold assay at this point.

It sounds like something was wrong with the, somebody made a
mistake. 20 ounces of silver is a shit load of silver.

Ya, it really is.
Is that per ton of solution or per ton of...

No, no, per ton of solution it is 80 ounces. We had 80
ounces in each ton of solution.

My god.
Which is, that is a hell of a deal.
I can understand that Briscoe.

Ok. Of course what this indicates is is that it is just
super soluble. Now, we cannot see the silver minerals in
that, or at least so far we have not been able to identify
anything. And I am not terribly surprised. I think that we
are going to run into this type of material as we go down in
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these stopes simply because that is the grades that they were
mining in the early days, and we know that they didn't get
all of it, and we have actually intersected some massive...

of first side of tape.

...ready, you know, he is going to end up reclaiming the
plant so... The other thing is is that I am afraid that if
we continue to delay on ordering something - placing an order
with the Escapules, we are going to be way at the back of a
very long line. As an example, the governor of Chiuauau
Mexico has ordered 6 large plants from them within the last
few days. I suspect that there is going to be other orders
like this so we may be shut down for a period of months if we
don't have anything to operate on.

Well, Tom is coming back day after tomorrow, so we are not
talking about much of a time lag now. What I am going to
need is as much data as possible to give him so we can reach
an intelligent decision.

Well, the only problem is that you have to understand that
the delay of even a day or so, if somebody comes in there
with large orders may put us back one, two, I just simply
don't know. We are talking about now of having... well we
have got a hundred, lets use round figures, of probably 200
tons of material on the dump that may run as much as $50 a
ton, maybe it runs more than that, I just don't know. But if
that is correct, that is $10,000 in soluble silver there. We
have got 1,000 tons that is running $20 per ton as near as we
can tell.

Jim, do you have the coordinates of where that 200 tons came
from?

Ya, just a second and I will give them to you. Ok, it is 8
north 10.1 east.

Right.

Actually it is 8 north to 8.2 north and 10.1 east.
Whatever, that little circle right there.

Ya, right.

Ok. Listen, I will speak to you this evening. One thing I
would also like you to think about, and maybe get Al to start
thinking about because I think when Tom gets back it is
something I want to be able to speak to him about. As you
know, because you told me, everybody is still enthused about
the heap, or at least the 2/3 of the heap that isn't
manganese.
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And I would like some kind of thought to be given to a plan,
you know, the most economic plan to try and determine whether
or not we should do something there. Maybe the answer is
just leach it.

Right.

Well, I think that that is really it, and if...

You got to invest the money for a larger plant, etc. in order
to do that.

Well, ya but, you know, we have simply got, if we are going
to continue, we are going to have to have a plant anyway. Of
course the situation now is is there is really getting to be
quite a gold rush fever in the western states...

Right.

If we do not make progress or get into some kind of activity
that these guys can see some progress, I think that there are
several things that will happen. 1. We may end up at the
back of quite a long line to get one of the Escapule plants,
we could loose Dusty and Al, and not be able to replace them,
and I don't know that we can afford to be sitting around for
months waiting for some equipment to work with. We have
within reach material that we can mine and put on the pad at
a substantial profit, and I believe that probably the most
profitable thing that we can do is re-leach the heap, simply
because there is no labor involved in it.

Well, it is pretty clear we would have to move it around.

Well, we have already moved a fair amount of it around that
we can start on.

Right.

So the only cost that is really involved, because we have to,
if we continue doing what we are doing, which is the barrel
leach tests, we have to have a man there anyway. He can
easily run two plants as well as keep up with the barrel
leach tests. So your labor costs are essentially zero. The
only cost that you have got is going to be the plant and the
electricity and chemicals to run it. Now, as far as selling
one of those plants, I think they are going to be in great
demand and that's not even going to be a problem.

Do you have any numbers yet, Jim, on the costs per ton to
mine?

On the 6 north 10 east dump, it looks like it costs us about
$.86 per ton to pick up and move down to the heap. I don't
have any figures on the mining test in the cut yet. I would



O U o o

imagine probably in the range of $1.00 a ton.

Really, that cheap?

¥a, I think so.

God, that is much cheaper than I would have expected.

Ya, well, don't hold me to that because I don't have the hard
figures, but that is what I am suspecting. Now, we have, in
the time that I have spent down there, Dwight, I have
obviously sat there and watched the operations and looked at
the physical conditions and discussed it with Al and Dusty,
and we think that the best way to mine the Contention area is
by use of a dragline.

Ya, John has mentioned that.

Ok. If we set up a drag line, which Dusty thinks that we can
do for about $25,000, and we have got Lem of Modern Equipment
working on getting us some equipment costs on that, we can
probably pull, set up a bin and a crusher would be... the
ideal thing to do is set up a bin and a crusher at the north
end. Ok, let me give you the coordinates of where that would
be. 11.3 north and 11.4 east...

Right.

Ok, that is at the north end of the Contention shaft area.
Ok, we would start by setting up a bin with a crusher under
it and a feeder which would feed onto a conveyor belt, and
simply convey out to the pad from a distance of about 300',
and have a stacking conveyor work on that. Ok, that would
require 1 man to operate the dragline, and one guy to operate
the crusher/feeder, and probably, I don't know whether he
could operate the ending of the stacking conveyor or not, but
I suspect that we might be able to mine for as low as... oh,
the actual mining operation, or dragline operation, probably
would be about $.30 per ton. Now as we got down into the
cut, we would have to be supporting ground with timbers or
possibly cement pillars so that it didn't cave it, but we
think that we might be able to mine as deep as 100 or
possibly even 200' below the surface and simply drag out not
only the o0ld gob that is in there that we already know is
very very soluble, and with pretty good gold content, but
also mine out new ore by simply shooting it, or what they
call in mining terms, slabbing it off of the walls of the
stope, the material that was too low grade to mine in the
early days. So that would probably, we would probably be
able to mine gosh, at least probably 500 tons a shift like
that. Again, these are just figures that I am just kind of
plucking out of the air from just rough calculations. But we
could have a very substantial cash flow from that at a very
low operating cost. Furthermore, the mineralized material



extends northward towards the leach pad and to the area just
west of the leach pad, around 17, well centered on about 17
north 10 east...

Way up there.

Ya. In the Tranquility area - I have been looking at that
recently, and I think there is every reason to believe that
we fairly well disseminated values there, which we can mine.
However, I think the easiest thing to do at this point is to
start re-irrigating - to get a cash flow - is to start
re-irrigating the heap as it stands. Now the other thing
that we need to be doing is we need to work up a deal on the
ground that is located at 23 east 12 north, which is just to
the northeast of the heap...

Don't we own that?

No we don't. It was purchased for taxes by '71 Minerals and
then they let it go back to the state and it was purchased by
another guy. As a matter of fact, some of that ground goes
under the heap so it is important that we start negotiation
on that as soon as possible because I think probably the most
reasonable way to treat the heap, if you will notice along
the northeast edge of the heap, there is a dark zone which is
a drainage.

Ya.

Ok, the heap is on the southwest side of the canyon, and the
area to the northeast is on the northeast side of the canyon.
In other words, all that flat area to the northeast slopes
towards the canyon. So the slope is just about the same as
it is under the heap. I think that probably the best way of
retreating the heap is to again set up a dozer dozing into a
feeder which would go into a crush and a screen plant and
then screen and convey the crushed dump material onto a new
leach pad which would occupy that area on the far side of the
drainage, and then start leaching it immediately again. This
would be done with a conveyor, and we would probably
agglomerate the fines, separate out the coarse hard material
from the fines because once we have done that, then we have
created another value to the material after it is leached and
that is for aggregate rock. So as we are doing this, we are
probably going to be increasing the value to probably a
couple of dollars per ton just in future values aggregate so
we may have as much as probably half of that material or more
would probably end us as aggregate rock so we might have as
much as, well could have as much as a million dollars
eventually, as just its value for aggregate rock.

I am surprised that uh, well I guess, ya, that is
interesting. That is used in road construction and that sort
of thing?



Ya. Now of course some of that is dependent on the market.
You know you simply don't haul aggregate very far, but it
might be an asset that would pay out over quite a few years.
Now I have concentrated on just perusing the geology from the
data that we have got at present, and I am even more
convinced that exploration in the Tombstone Basin is going
to, it is really going to be kind of duck soup, simply
because the exploration targets are relatively obvious. What
we will need is a large amount of drilling money and I
believe with that I can outline very very substantial dollar
values in high grade gold and silver which will be mined
underground. But you know that is going to be Phase IV or
III, at least.

Whatever, right. Hey Jim, have we done the work we need to do
on those 8 unpatented claims?

Well, not really. That is one of the things that I am going
to be working on in the next few days. We are going to
prepare documents stating that I have done the work that I am
going to do, and essentially I think that we can charge the
aerial photography off mostly to that, and that will cover a
bit of it, and then we will simply do some photo interpretive
work and cover that.

Ok. I think the other thing that we need to focus on, just
in the next couple of days, is trying to pull as much of this
data together as possible. I mean, I still haven't received
any report on any of the assays, nor has John, let along the
barrel tests, etc. When you think about it, we have really
done just about everything that we set out to do this month,
but I don't think that we have all the data in one place so
that we all can be talking about it.

Well, that is right, and of course we have been, it has taken
substantially more time than we anticipated, but then again,
that is very typical for this type of an activity simply
because you don't really anticipate all of the things that
can get, that you can get involved with.

I think that's right though I must say that since I only have
reports from you through about the middle of the month, it is
not clear to me where it has taken so much longer in a
specific sort of hours on the job kind of perspective, and
those are things that we need to know.

Well that is what we are going to be working on over the next
few days, to get caught up on.

Good, because I think that then when Tom gets back, we can
all be up to speed together, and go forward from there.

Ok. Mike Miguel did stop by my office just a few minutes
ago, which I understand that you knew about.



M

Yes.
Ok. What is his potential involvement in Tombstone?

I could see possibly, depending on what happens in the next
month or so, putting together some kind of tax shelter
program on Tombstone. I mean that is conceivable to me as a
way of raising additional capital, particularly if we were to
move into a larger scale mining operation. And since he was
out there anyway, I figured I would just expose him to it.

Ya, ok, well good. Well he apparently has got tied up time
wise and he cannot go down there but he did want his
associate Jim Aspel to go down next week, which I said would
be fine.

Great, I will speak to you later. Thanks Jim.
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Toll Call #7882
12:35 from Dwight Lee

Jdg

D:

Dwight?

Ya, hi Jim. I was going back through my notes and wanted to
ask you one thing. On some of these sample results that
Charlie and Louie have been running, they send you reports on
presumably some kind of format?

It is pretty much a rough penciled format at this point.

And then what happens from that? You transfer that to some
kind of format of yours?

Well, we haven't gotten that far yet, but that is probably
what we will do. Actually what we have done is simply
penciled a format on the NCR S.E.A. memo forms, which they
have turned back to us.

Ok, because we started getting those back I guess about a
week ago Monday, or you started getting them back a week ago
Monday.

Ya.

...and I was speaking to John and one of the things he was
hoping to do was be able to have sort of a running commentary
as opposed to trying digest all at one time.

Ya, of course assay data themselves taken in a vacuum are not
terribly meaningful, and what I have been trying to do is get
some kind of data that indicates what they are. Now the
other thing that we are getting are assays of solutions from
the barrel tests, and we are simply behind on catching up the
paper work on those too. We have simply been doing things
with both hands.

Ya, I understand. But lets see if we can't get some of that
in the mail by tomorrow so that we can have it this weekend.
Ok?

Good enough.

Thanks a lot.






Toll Call #7909

2:27 p.m., Tuesday, September 4, 1979
To Tom Schloss in New York

J: Welcome back from Italy.

T: Thank you.

J: How was your trip?

T: Terrific. How is everything with you?

J: In its usual hectic pace, but aside from that, reasonably
good.

T: Can you talk.

J: Ya.

T: How is everything with Lexie?

J: Not very good, really kind of deteriorating.
T: Ya. And the kids?

J: Ya, they are all fine, back from camp and starting school
today.

T: My kids start tomorrow. How is everything with Tombstone?

J: Well, it is coming along. We have had some difficulties with
the plant this morning. They had a, well actually it turned
out to be a ground wire that was broken on one of the sensing
probes on the aeriation tower which hung us up most of
yesterday and the day before and this morning, but that seems
to have been corrected so we are now sprinkling the 1,000 ton
heap, which I assume Dwight described to you.

T: A 1,000 ton heap?

J: Ya. He didn't describe it to you...

T: Well, I thought it was a 200 ton.

J: No, we have run into problems with plant availability and
Ernie is about to reclaim his plant to work on his.own
project any day, so we have gone ahead, and we have set up on
the 1,000 ton heap and so that is where we are at this point
- simply because it was in place before the 200 ton heap was.

T: Well, what is the objective of this.

J: Ok, the objective is to determine the leachability of this
material related to cyanide, the perculation characteristics
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and the plant operation characterists, and the costs where we
can obtain them.

Have we done barrel tests of this....
Oh ya.
And what do they indicate?

Well, they indicate that it is quite leachable. The barrel
tests are still going on but it is cyanide leachable with no
real problems.

What is the value? What is the value that we think is in
there through the barrel test and what value do we expect to
get out?

Well, at this point we are running about an ounce of silver
per ton of solution and 2/100 of an ounce of gold, which
boils down to, let me see if I can find my note pad here...

about $50 worth of precious metal per hour. Now the dump
itself...

That would be $8.50 plus what $4.00, $12.50? Using $8.50 for
the silver and $200 for the gold...

$200 for the gold?

What price do you use for the gold?
Well, I was using $300.

Use $250.

Well, it is now $320 or $330.

We have tried to use a consistent number figuring it is
fluctuate back and forth.

Alright, well why don't we use 300 since that is an easy
multiplicand, and $9.00 for the silver, if you choose.

$6.00 gold and $9.00 of silver is $15.00.

Well ya, that is per ton solution.

Right.

Ok. Quite frankly I don't have the figures on the top of my
head, but we think that this is running about $20.00
contained gold and silver per ton of material, which is from

the Contention cut and from the 6 north 10 east dump, which
we had to move to get into the edge of the Contention cut.
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Ya, so this is dump material. Now we have approximately 200
tons of material on the north end of the test pad which we
are still running barrel tests on. Some material is bonanza
grade, which I assume Dwight mentioned to you, which is
running in the range of 40 ounces of silver per ton. We
don't know how much we have of that, and we are running
barrel tests on samples from each truck load and also samples
of the dump itself as it now sits.

This is dump material?

When is a convenient time for me to talk to you Jim. We got
to start back further and then work up towards the completion
because I have read all the notes, I have read everything
here, and I am trying to determine where we are now. Is this
a convenient time?

Well, unless you want to do it later on this evening.

Later on this evening would be tough for me tonight because
it is my children's last day. They go back tomorrow. And
also I am still suffering from a jet lag.

Well Ok.

5:00 a.m. in the morning is fine with me. That is perfect.
Your time? That is a little bit too late for me, or early
for me, definitive which ever way you look at it. Well, it is
kind of up to you Tom. If you are tired, I think that it is
kind of.e.e

I am fine right now.

Ok.

But lets go back, you got 200 tons on there which is high
grade, so what are you doing to determine how much of it is
there?

How much of which is there?

The high grade.

We are doing barrel testing on material from that 200 tons.

Ok, that will determine the value of that 200 tons. What are
you doing to determine the quantity?

They are one in the same, I am not sure what you mean.
Ok, you took the 200 tons from lets say six ten on the map.

What are you doing to determine the quantity of that
material? Not the quality, the quantity.



The quantity of the 200 tons?

No, we can see that, but there is some still left in the
ground.

Ok, well we have done a fair amount of trenching on that in
that area, and there is still more sampling and test work
needed to block that out. That is going to be a fairly drawn
out proceedure to be precise. We are still getting assay
results back from the sampling that we have done. We are
still getting barrel leach tests back from the sampling that
we have done. We are finding that we have not been leaching
the barrels long enough to get a smoothing off of the curves,
and we are making up some graphs now so that we can plot
these as they go along, and some of them will probably...
well we have taken our graph out to 144 hours of leaching,
but we got up to, after 72 hours, we got up to 115 ounces per
ton of solution in the very high grade material which
corresponds to an assay of approximately of 40 ounces per
ton. So we simply have to continue with the barrel tests and
continue leaching them until we get a smooth curve on all of
them. So that is a fairly lengthy proceedure simply because
36 and 48 hours has apparently not completely done it, but we
are beginning to get a pretty good handle on what the
leachability of the rock is. Everything that we tested is
fairly soluble. Are you still there?

Ok, I put you on speaker phone, I am here by myself.
Ok.

You were going to send to John Dean and to Dwight, a copy of
the barrel test proceedure. What has happened to that?

We are compiling those now and hopefully we will have those
done, well that plus a bunch of other stuff tomorrow, I would
expect.

Well, we were supposed to have a report in the office today,
I thought, according to Dwight. I am not sure of all the
details of that report. Is that in the mail to us?

No it is not, simply because we have not been able to get all
the figures together. We are working on getting those, but
we have done quite a bit of work, and it has taken just a
while to get it together.

Ok, what will that report include?

Well, we are going to include all of our costs to date for
one thing, the barrel test results that we have, the assay
results that we have, a summary of what is on the pad, and
what we are doing as of this moment.



S

Ok, now, on the barrel tests and assay tests, are you going
to relate those to a map?

We don't have the map done at this point, Tom. That is going
to take some additional time and hopefully, well we can
probably have some of that data plotted up by the end of this
week I suspect.

I don't care if it is on a map, but I got to have some way of
getting, of relating that to an area to relating that to a
quantity because you know, you have $15 rock or $20 rock, how
much do you have? How close are we to determining that?

That is a question is, the more work we do, the more precise
we can get, and we are still going to have to wait some of
the assay results and barrel test results before I can be too
precise on that. Using what we have seen to date of the
assays, we think that we can probably mine the entire
Contention zone which extends almost a mile in length using a
drag line to probably a fairly substantial depth, possibly as
much as 100' or more. We can relate that to general assay
values that we have obtained so far in the cut and I think
that we can say that it is very encouraging, but it is the
degree of precision that is a problem.

Well Jim, I am going to be critical. I mean I have obviously
read the notes. I am not so sure that it is as encouraging
as you think it is. You have got an unknown cost of mining
costs and the values don't look that hot.

You want to repeat that again?

Unknown costs for mining. How much are mining costs, point
l, point 2, we have come across some high values, lets rule
those out, lets talk about the average - which doesn't seem
to be that high.

Well, what figures are you sighting specifically?

I don't have them all, that is what we are waiting for that
report from you, which should have them in a concise
summarized document so I can relate them to something. There
are a bunch throughout there, some of them are high, some of
them are low. The ones that are very high, I would like to
know the quantity.

Well, I would too but I am not sure that we can tell you that
at this point.

Well, that may be, but that is the question that I want to
know.

Well, I am very much interested in it too.



ﬂ?‘/’

g

T: Oh, I am sure you are, that is not being critical, but that
is the question that I am asking, and you know, what are we
doing to get the answer.

J: Well we are continuing to sample and do test work to
determine the leachability and also the amount of material
that is there.

T: Ok, we are doing a 1,000 ton test, that is going to determine
whether it is leachable, ok, but it won't determine the
different types of ore, whether each one of those are
leachable and the quantity thereof. In other words, if you
were to throw that 200 tons of high grade stuff in with the
1,000, I don't know what that would tell you, or if you have
got low grade mixed in, I don't know what it tells ya.

J: Well, we don't know, we have not thrown in the 200 tons with
anything. We very specifically segregated that.

T: Well the 1,000 is dump material...

J: Ya, the 1,000 is dump material that we had to move. The
approximate truck costs on that were $.86 per ton. The
contained leachable metal values indicated by barrel testing
is in the $20 per ton range. What the plant operation costs
are is going to be open to a great deal of debate until, well
we simply have not had enough test time to really get an
accurate figure on that, and of course we really need to
relate it to a larger plant. But we will be able to put some
kind of figures to that as far as costs per day and labor and
electricity and so on. The amount of ore in the open cut and
its relative grade and as far as the mining costs go are
going to depend on the mining method, as well as what the
values actually are, and we are still getting assay values
back on those.

Let me describe the sampling to date. At this point, we have
drift samples which parallel the Contention vein system on
20' intervals on both sides of the Contention open cut.

T: Ya, I have the map, Jim, in front of me, and the open pit =
when Dick and I were out there we drew a sketch of that open
area. 6 and 10, if I read it right, reading correctly is way
away from there.

J: Well, ok, hold on, let me get my map, hang on. Tom, Tom
Waldrip has got my map and he is away from his desk and I
can't seem to locate it so why don't you just go ahead and
describe the point that you are looking at and let me see if
I can...

T: Six and ten

J: 6 north, 10 east?



Ya, let me just make sure that I know how to read this thing
properly. I have the map and I have the numbers on the left.

0k?
Ok, on the left side, the bottom side.
That is up and I am going over to 10. 1Is that correct?

Ya.

Ok, now the road that Dick took out was more like 5 and 8.
Ya, and in the south end.

Ya, that is the south end, and then the north end, it was 6
and 9, 6 and 8 1/2. Well 6 and 10 is way to the east of
there.

6 north 10 east is the location of the mine dump that we had
to move to get into the edge of the pit. Ok.

Right.
But I am not sure what you are relating that to.

I was just trying to figure... maybe my map, not my map but
the drawing on my map is off, maybe that is the problem. It
looks to me like Dick and I drew a road down there and it is
way over there. I will wait until you get your map. The
pencil drawing on it is off.

Well, as long as you are looking at the map, if you just look
at the north end of the Contention cut, and that photo was
taken before the road was made down into the cut, you will
notice a little spot at the northeast end which is a small
shaft. Ok, starting on that, approximately in that area, we
took drift samples over each 20' interval contiguously, in
other words, one is contiguous to the other, around the
Contention open cut. We have also done backhoe cutting
towards the boom shaft which is the one probably about 400'
north of the Contention open cut. What we have found, we
actually dug into some old workings there, and actually
pulled out some gob material, old gob that was used to hold
up the open stopes. It turns out that that area that I
thought was a trench is probably a stope which has been
filled in with underground waste, or gob. We have done some
trenching along that and then we have taken samples, again
drift samples on every 20' interval that was exposed. Those
samples we are still waiting for the results of. We have
also taken some cross cut samples in areas where the vein was
exposed in cross section and those analyses we are waiting
for also. When we get all of this back, we will be able to
plot all of this up and get an inkling of what the assay



values might run. However....

Now are the Escapules running that?

Yes, these are being run by cyanide shaker tests.

By the Escapules?

Yes, by the Escapules.

Ok, when do we expect to have the results back on them?

Well, I would imagine... they didn't work Labor Day, so I
would imagine the next day or so.

ok.

We will then have some data that we can plot up on a
horizontal plan map that will give us an inkling of what the
rock runs.

Ya, well will we have any idea of the quantity?
Welll LR J
It will give us an idea of the quality but not the quantity.

The quantity we will have to surmise by the surface geology
and the areas where we do have a cross section through the
vein. But of course we are talking about exploration geology
and sampling here, and until we get more backhoe cross cuts
across the vein system, the precision on that is not going to
be terribly great.

Have we defined any area where we have a known, or when we
get the results back on the test, will we have defined any
area of its quantity and its quality?

Ya, we will have a variety of areas with varying degrees of
precision in which we will have an idea of quanity and
quality.

Will we have any with a high degree of precision because
there was adequate backhoe cuts made or it was visible
because of the nature of the contour of the land?

Probably in the northeast portion of the existing Contention
cut we will have some ore that we can get a calculated volume
on. Probably, see since you have been gone, we have run
into, well about the day you left I told you that the mine
inspector was down there and was quite concerned about
driving vehicles into the cut, and of course that simply is
an impossibility because there is an awful lot of open space,
or at least we think there is down there, verified some of
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it, and we did end up getting the underground maps of the
area which date back to about 1911. So we do know there are
stopes below us. The work we have done with the backhoe
suggests that they are filled with gob and that gob will form
a significant reserve of leachable material. Furthermore, we
know that the Contention vein extends from the area, actually
quite a ways beyond where the current plant is, but from....
hang on, let me do grab one photo which I can help to relate
to your photo.

Ok, do you have the small 10 x 10 photograph?
No I don't.

Ok, I thought you took one of those with you.
I may, but I don't have it in front of me.

Ok.
Having been away a month, I don't know where it is.

Ok, well, at any rate, I think that you can visualize where
the. LN J

Hold on just a minute.

I think that you canb visualize where the test pad is and
where the Contention open cut is. I have every reason to
believe that we can mine that area well actually as far south
as the Commonwealth shaft, which is south of the Little Joe
shaft. All of that is underlain by the Contention vein zone
dike zone. The indicated values are that we should have rock
that would probably average in the $20 per ton range with
high grade zones of indeterminate extent, which will run
possibly $500, possibly even $1,000 per ton. We simply don't
know but the high grade zone that we intersected was missed
by the underground miners. They had a drift that paralleled

.it, about 4' away, but they simply did not drill into it, so

therefore they did not mine it. So, if we can go through a
calculation using some easy figures of just a mile, lets say
5,280"%,..

Those figures are in the notes.
Oh' oko

Now, I understand that, but what I am looking for is some
hard data proving l. the quality and quantity of certain ores
in the Contention area, indicating, and then test work doing
to prove that we can get that quantity out, or a percentage
thereof. And my question to you is, alright, where is that,
lets define it, because that is what we should have been
doing all month in my opinion.



Well, that is essentially what we were doing, Tom.

Ok, I know that that is coming out critically, and I don't
mean it in that way. I am just, I mean, having read the
notes, it is difficult to relate that.

Ok, well at this point, look at the north end of the
Contention cut on your photograph.

Alright.

Ok. Now at 6 north 10 east, you see a whitish dump there.
Ok, that was approximately 7,000 tons of material which is
now sitting on the test pad. Ok, and now just to the below
that dump is a black hole, which is a shaft, an incline shaft

about 200 or 300' deep, we don't know for sure... got that
spotted?

Are we looking at the same one?
Ya.

I can't tell one hole from another. What you are saying is
really that 5.8 and 9.8?

Ya, probably, unfortunately I don't have the overlay with me.
Hold on just a second. Let me see if I can page Tom, maybe I
can get that back, hold on. Still having trouble in locating
that particular overlay, but at the very north end of the
cut... are you still with me? Hello?

Ya, I was just talking to somebody else, Jim.

Oh’ Ok.

Goodnight everybody.

Ok, look at the very north end of the cut, and you will see a
black hole. Do you see the black hole there?

Ya.

Ok, that is a shaft, which connected with underground
workings, and then at the far north end of the photograph you
see the Boom shaft with the white foundations on it. Those
are the squared off rock foundations, I think maybe you have
looked at that.

Give me the coordinates of that.

Well, I can't because I don't have my coordinate map with me.

I'll tell you what, why don't we wait until we.... Jim, I got



to pick somebody up tonight, what time are you getting in the
office tomorrow?

Oh, probably around 7:30ish I would expect.

Do you want to give me a call?

Ya, I will do that.

Because I think that that would be better because I am not
familiar enough with the map to make sure that I am talking
about the same thing and we will have to go over the same
thing again, which is kind of a waste.

Ok, hold on, it just arrived.

Ah.

Ok. The area that I am talking about Tom, and I guess that I
was looking at a larger scale photograph, that was why it was
a little bit difficult for you to...

I am looking at the big one, Jim.

Ya, ok, I am talking about 8 north, 10.1 east.

Now that is in a white area, like brown.

Ya. Ok, we actually have a road, at this point, down into
the cut there, and of course that is what Vernon Dale is
concerned about because that is all underground workings.

Ok, from that point, on up to 11 north, 11 east,

Do you always give me the left hand scale first?

Ya.

11

11 north

Ya

11 east.

Ok-

Ok, if you will flip up the overlay, you will see some
squarish looking things which are rock foundations. Ok, that
is where at least one of the o0ld pumps was. Ok, between...
Just to be technical for a minute, because I will bet my

heels off and that is part of the problem, ok, lets take that
black hole to the north of there...
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T:

Black hole to the north of where?
The square rectangular thing?
Well, actually that is a tree I think.

Ok, well you see the one rectangular block? 1I'll tell you
what... do you see the tractor?

Ya.

I just want to check something. See the tractor 3 and 7.3.
Where is that on yours?

3, you say it is 3?
Ya.
No, on mine the tractor is 3.4 and 7.4.

Alright 7.4, I agree with that one and 3.0 exactly. The
scales aren't the same.

Well that is very strange. Is the sheet loose on your
photo? As long as it is lined up with the sides, it should
be the same.

The center of it is exactly 3 and 7.35. That is part of the
problem.

Exactly at 37

Ya, let me check the other one.

Interruption in tape

J:

Under heading Number 1, General Business, A. Establish
rapor with locals, which includes: 1. TDC; 2. State of
Maine Mine, Charles and Louie Escapule; 3. Escapule
Geodesic; 4. Robert Callan; 5. Tom Pitcher who is the TDC
Representative in Tombstone. B. Logistics: Establish an
apartment in Tombstone, regain use of the '71 Minerals
building.

Ok, can I ask you to slow down a minute? On that apartment,
as you know Dusty and his wife were using that apartment.

Ya, that has been transfered to their own account, which
Dick did not consult me before that was done, which I was
not particularly pleased with, but at any rate, it was done.
What are the results of that now? Where is that?

Where is what?
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That apartment. Who has got that, has Dusty got it?

Ya, Dusty has got that, we have got another one in the same
complex.

Ok, is it similar?

Not nearly as comfortable.

Same price?

I don't even recall what the price of that one was
$140 I think

Ya, ok, then same price.

I know the one that you have is $140, I don't remember what
the other one was.

Well, I don't either.
Ok.

Ok, regaing the use of the '71 Minerals building, and clean
that out and patch up where necessary, had to put a door on.

Now I remember on that, I thought the deal with the Farmers
was that we didn't have to pay for that. That was included
in our lease.

Quite frankly, I have not gone back over the lease, and I
thought that Dwight was going to pursue that. Do you know
whether he has?

No, he has not.

Ok. They want $165 or $170 rent on it, and we will just
have to see whether it is in the lease, and if is, remind
them of that. If it is not, I expect that it is

of tape






TC #7978

9/19/79

Time: 2:38

TO: Tom Schloss - returning his earlier call

J: Hello, this is Jim Briscoe calling for Tom Schloss
T: I know that character well.

J: Hello - didn't recognize your voice.

T: Ya, I know. How are ya?

J: Pretty good, how are you?

T: Very well.

J: What's up?

T: Let me call you back on our watts, ok?

J: Ok. Ok, Tom.

T: Sorry. Busy day. What is happening with you?

J: Not much of anything. I am trying to get several things
taken care of.

T: What I was calling you about is how are we coming on
finishing up this report - not finishing up - getting the
rest done on it?

J: Well, our printer has been down until actually late
yesterday afternoon, and it is in the works. Hopefully it
will go out this evening.

T: Ok, what will be going out this evening?
J: Ok, the report and the attachments.

T: Ok, because the report Harry has been working on now for a
couple of days, and she has really basically re-written it.

J: Ok.

T: The attachments, I think wouldn't probably be a little
antagonistic to her - you know - if it is the same report.
Angie has been typing and she has gotten it about half
typed. So we are at that point. The attachments, terrific,
and I will probably have back to you - John will be out on
Tuesday - I will probably be out Tuesday afternoon - similar
to the flight that I took last time. So I will probably



hopefully have the report back to you on Tuesday. Hold on,
let me pull out that sheet.

I am reading from what I will call the Apache report - where
it lists on page 2, type of information they need. This is
Warren Mallory? Ok, let me just refresh your memory.
Topographic and general area map showing the location of
your property, etc., 2, professional reports, 3, ore
occurrences including geological structures, sampling and
assay results, D. Production history, E. capital budgets for
development and the time required, F. estimated profit
potential, G. information on adjoining mineral properties
including extensions of your deposit, such as size and
location, H. any colored photos you may have, I. three
copies of all maps, etc.

Have we answered any of these questions? Some of them I
think that we have.

Well, that is a pretty extensive report, and I would say no,
we have not - we have answered some, but not all. A report
like that could run into the $100,000 range.

Ok. How close can we come to it with the information that
we have?

We can give them enough information to start them going.

Ok.

Ok, what is the situation with the cash you told me that you
were going to send out on Friday?

To my knowledge I talked to Jane and it was sent out. I
think that it was sent out. Jane says that the bank wires
are tied up at her bank - which I heard about today.

Ok. On Friday we talked about $7,000, she says that you
sent out $4,500.

I have to call and actually see how much. I looked at a
sheet which said $4,500, that wasn't from what we had
discussed. I will verify it in the morning. If I said I
was going to send $7,000, I probably did. But I don't want
to quote. I was looking at a sheet that said $4,500 on it,
because we were just trying to get the last dollar amount.
She should have received it.

No, it has not come through.
Ok, now she says it is your banks fault.

Well, it is the wire service apparently.
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Ya, but they are sitting on it. This happens all the time
and you have got to ask for interest in order to stopd them
from doing it. All you got to tell me - if it is happening
on our end, we want to know about it that afternoon because
it was sent the same day.

Well, they say that the wire services are down and that they
are flying it out.

They are flying it out?
That is what the information that we have got is.

You are telling me that the wire services are down for the
federal reserve?

Said that the federal reserve wire services are down.

Ok, well I will check it in the morning - it is too late -

you know I can't check anything - all the banks are closed.

I think I sent you what I said I was going to send you. O0k?
But I have on this sheet $4,500.

Ok, well that is pretty critical point.

Jim, you want to hold on, I will call Indianapolis and find
out.

Ya, well, there is no point in me holding on.

If I said that is what I sent you, that is what I sent you.
Hey, I know what I was looking at ok? I was looking at the
bottom of your sheet, alright, because I wanted to pull it
off to see where we were, and that is where I got the number
- that is why I picked up, I think the incorrect number, and
I really wasn't too worried about it because it was going to
come out on another sheet. We weren't using it for that
purpose. Now, maybe - well maybe I made a mistake - I sent
it last Friday.

Here it is - $7,000.00, it is circled, I sent $7,000. Not
$4,500.

Ok. Well, I couldn't quite understand what the problem was.
Don't get worried about it. I am saying if I make a
mistake, I make an error - but I do as I say I am going to
do.

Ok. Ok well, we will see if we can't get some of this
information out to you.

Ya, Harry got Ron Kress - we'll edit it, which is terrific.
I wouldn't want to drop a name on who was before us, but he



is doing Kissinger's notes.

What is his name?

Ron Kress. He is a senior editor for Time Magazine.
K-R-I-S?
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