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INDICIES of LEGAL TRANSACTIONS 

fo r 

TOMBSTONE EXPLORATION, INC. 

Thomas E. SchLoss & Dwig~\E. Lee 

vs. 

SOUTHWESTERN EXPLORATION ASSOCIATES, INC. 

Southwestern ExpLdration As~ocfates, Inc. 
Hydromet, Inc. 

Austin Mining & Ex~loratf~n, Inc. 
James A. Briscoe 

Ri,cha rd F. Hew Lett 

Summons: June 10, 1980. Summons from T.E.I. decLaring fraud, 
neg L i 9 em t m i s rep res e n tat ion, ' b rea c h 0 f con t r act , 'b rea c h 0 f 
management A~~eement, ccnspiracy to vi~Late securities Laws 

Interrogatories: August 26, 1980. Interp~~atories f~om T.E.I. 
asking the foLLowing questions of James A. Briscoe, et aL.: 
LiabiLity insurance & ownership of corporation. FoLlowed 
by James A. Briscoe answers. 

JAB De po sit ion:. .~ltg.v:6t 28, 1 980 .. j :n.1ip. x Q,f, ~ xi b i t.s a·n d 
examinations are on Paga 3. 

JAB Answer & CountercLaim: JuLy 16, 1980. 

SchLoss Deposition: Septembar 10, 1976. 

Request to Produce: October 10, 1980. T.E .. ~ ffJq4e6~ ,ing., ~AB to 
pro d u c e inc 0 r po rat' l' 0 n r e cor d s, min ute s 0 f s h B r e h 0 Cd e r s 
meetings, stock Ledgers, orgenizetionaL meetings, 
correspondence, agreements, contractB and accounting 
records, reLating to Tombstone Heap Leach Project. 

Dean Deposition: November 24, 1982. Deposition of John G. 
Dean, ConsuLting MetaLLurgist end , Chemist for 'Tom SchLoss. 
Preceeded by JAB's comments to Dean's depos4t10n. 



INDICIES of LEGAL TRANSACTIONS 

for 

TOMBSTONE EXPLORATION, INC. 

Thomas E. Schloss & Dwight E. Lee 

vs. 

SOUTHWESTERN EXPLORATION ASSOCIATES, INC. 

Southwestern Exploration Associates, Inc. 
Hydromet, Inc. 

Austin Mining & Exploration, Inc. 
James A. Briscoe 

Richard F. Hewlett 

Summons: June 10, 1980. Summons from T.E.I. declaring fraud, 
negligent misrepresentation, breach of contract, breach of 
management agreement, conspiracy to violate securities laws 

Interrogatories: August 26, 1980. Interrogatories from T.E.I. 
asking the following questions of James A. Briscoe, et al.: 
Liabi Lity insurance & ownership of corporation. FolLowed 
by James A. Briscoe answers. 

JAB Deposition: August 28, 1980. Index of exibits and 
examinations are on Page 3. 

JAB Answer & CountercLaim: JuLy 16, 1980. 

SchLoss Deposition: September 10, 1976. 

Request to Produce: October 10, 1980. T.E.I requesting JAB to 
produce incorporation records, minutes of sharehoLders 
meetings, stock Ledgers, organizational meetings, 
correspondence, agreements, contracts and accounting 
records, reLating to Tombstone Heap Leach Project. 

Dean Deposition: November 24, 1982. Deposition of John G. 
Dean, Consulting MetalLurgist and Chemist for Tom SchLoss. 
Preceeded by JAB's comments to Dean's deposition. 
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c:JJn ZllIb for tIle orount!! of l,Pilllll 

TOHBSTONE EXPLORATION, INC., 
a Delaware corporation; et al, 

No. , 
P/Q;"/;//..S, 

SUMMONS 

SOUTHHJ:ST EXPLORATION ASSOCIATES, 
INC., an Ari zona Corporation, et al 

D,/,nJanl ... S 

THE STATE OF ARIZONA to the above named de.£end&nt JAMES A. BRISCOE, Geologist 
4500 East Speedway 
Tucson, Arizona 

vou ARE HEREBY SUMMONED OLnd required to appear andde!cnd in the above entitled a c tion in the above 
enti tl e d court, within T WENTY DAYS, exclus ive of the day of aervice. after service of thh summon , upon you 
i! served within the State of Arizona. or wi thi n THIRTY DAYS. exclusive of the day of IeTvice. if s erved with
out the SLAte oC Arizona. and you are hereby notified that in cue you fail 80 to do . judgment by default will be 
rendered againlt you fOT the re lief demanded in the complaint. 

The nom. ""d Addre., of pl..u.till'. attorney i, LAH OFFICES OF KENNETH L. ALLEN , P. C. 
By: KENNETH L. ALLEN 
705 Transamerica Building 
Tucson, ' ,Ar.i zoria 85701 

I -- ... 
GIVEN under my hand and the aeal 01 the Superlor COUCFf the State 01 Arl Zfna 1.D and for the County 01 

Puna. thi.~ day of June , 19JiQ... ("" (" .'. JMiES N. CORBETT, 

, ~. " , !'"I !,:" t:: . ''':,; r Ii'~. . ~CXCLXB~~, Clerk 
.! r" \ -1'[ SL ' " ,." ll~ ' Ch7l. tina E. 7Je!qado 

" ' II I 0 . ' Deputy Clerk 

---
STATE OF ARIZONA) 

II. CERTIFICATE or AFFIDAVIT of SERVICE 

County of Pima) 

, being firat duly aworn, depo. u and .aya as follows: 

I do hereby certify: 

Tha t 1 rec eived the loregoing Summonl to .... ·hich wa. attached a true copy of the COMPLAlNT on the __ day 

of • 19_ ._. a.t the hour 01 _ _ m., and that 1 peraonally lerved the .ame upon the defendan ts 

hereinafter na.med and at the place •• tim es and date', a.nd in the manner hereina.1ter ae t forth, to- wit : 

By, ______________ _ _ 

Fee. 
Sub.c rJbed and .worn to before me th1l __ day of ______ _ 
19 __ • Travel_ mUe. $ _____ _ 

Notary Public: Totu 
My commhdon expl r c. : ______ __________ _ 
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LAW OFPICES OF KENNETH L ALLEN. P.C. 
80uln 70'8 T" " 'UA'.II:ItICA BUILDING 

177 NOIIJ'TH c.tUItCH AVI:NU. 

T'UC9ON. ARIZONA &0701 
T.L..C:""oOolC: (602., .u ... ~17a7 

Attorne1 (or Plaintiffs. 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF PIMA 

TOI~BSTONE EXPLORATION, INC., 
a Delaware Corporation; 
THOMAS H. SCHLOSS, indivi
dually an d DWIGHT E. LEE, 
individually, 

Plaintiffs, 

vs. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

SOUTHliEST EXPLORATION ) 
ASSOCIATES, INC., an Arizona) 
Corporation; S.E.A. ) 
HYDROMET, INC., an Arizona ) 
Corporation; AUSTIN ) 
EXPLORATION AND MINING CO., ) 
an Arizona Corporation; ) 
JAMES A. BRISCOE, as ) 
President of Southwest ) 
Explorat ion Associates , Inc.,) 
S.E.A. Hydromet, Inc., and ) 
Austin Exploration a nd Mining) 
Mining Co.; JAMES A. BRISCOE) 
and "JANE DOE" BRISCOE, hus- ) 
band and wife, if he be ) 
married; RICHARD F. HEWLETT, ) 
Vice President and General ) 
Manager of S.E.A. Rydromet, ) 
Inc., and as officer- ) 
emp loyee-age nt of Southwest ) 
Exploration Associates, Inc. ) 
and Austin Exploration and ) 
Mining Co; RICHARD F. ) 
HEWLETT and "JANE DOE" ) 
HEWLETT, husband and wife, ) 
if he be married; JOHN DOES ) 
1 through 5r ABC COMPANIES ) 
1 through 5; and XYZ COR PO- ) 
RATIONS 1 through 5, ) 

Defendants. 
) 
) 
) 

-----------------------) 

cmlPLAINT 
" "0' (Tort non-motor vehicle, 

Fraud, Negligent Misrepresenta
tion and Breach of Contract) 

30 COME NOW the Plaintiffs and for their complaint state and 

31 allege as follows: 

32 
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JURISDICTIOlI 

1. That at all times herein mentioned Plaintiffs THOMAS II. 

SCHLOSS and DWIGHT E. LEE were and are residents of the State of 

New York; that Plaintiff TOMBS'rOllE EXPLORATION, INC. (hereafter 

TEl) was and is a Delaware corporation qulified to and doing 
business in the State of Arizona with its principle place of 

busin ess being To mbstone, Arizona. 

2. That at all times herein mentioned Defendants JAMES A. 
BRISCOE and "oJmlEi)0B!!-BRISCOE (h'e reinafter- referred to as 

BRISCOE) were and are residents of Tucson, Pima County, Arizona ; 
that De fendants RICHARD F. HEWLETT's and "JANE DOE" HEWLETT ' s 

(h e reinafter referred to as HEWLETT) residence is unknown to 

Plaintiffs; that at all times herein Defendants BRISCOE and 

HEWLETT were acting upon behalf of and for the benefit of the 

community of their respective Qarital communiti es. 

3. That the contract involved herein was entered into and 
executed in Pima County, Arizona; that the real property 
involved and set forth in Exhibit "A" attached hereto and made a 
part hereof, is located i n Tombstone, Arizona, and consists of 

patented and unpatented mining claims recorded in the office of 

the County Recorder of Cochise County, Arizona, and more specifi-

cally and particularly described in Exhibit "A" attached hereto. 

4. At all time s mentioned he rein Defendants SOUTHWEST 

EXPLORATION ASSOCIATES, INC . (S EA ), S.E.A. HYDROMET, INC. 

(HYDROMET), and AUSTIN EXPLORATION AND MINING CO. (AUSTIN) , were 

and are corporations organized and existing under the laws of the 
State of Arizona and have their principle place of business in 
the county of Pima, State of 'Arizona. 

II 

THE DEFENDANTS 

5. Each of the Defendants has joined -together with the 
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n ) ' .!); V' 
. , . (C'> 

/',.)1 
other Defendants to form, promote and sell, fo~i Defen

dants' gain and benefit, interests or shares in the mining claims 

set forth in Exhibit "A", said interest to take the form of a 

joint venture or other operating arrangement wherein Defendants 

would obtain monies from others and operate mining operations on 

the property. 

6. At all times herein mentioned each of the Defendants 

was the agent and employee of each of the remaining Defendants 

and was, in doing the things herein complained of, acting in the 

scope of this agency, employment and entity. 

7. Each Defendant (a) agreed and conspired with the other 

Defendants to do the things complaine d of in this Complaint, or 

(b) aided and abetted said Defendants in doing said things ; that 

Defendants S.E.A. HYDROMET and AUSTIN are , and at all times 

mentioned herein were, mere s hells, instrumentalities and 

conduits th~ough which Defendants BRISCOE carried on their 

business in the corporate names, exactl y as carried on prior to 

incorporation, exercising complete control and dominance of such 

business, to such an extent that any individuality or 

separateness of Defendants S. E.A. HYDROMET and AUSTIN and . 

Defendants BRISCOE do not and at all times herein mentioned did 

not exist. 

III 

FIRST CLAIM FOR RELIEF 

(Fraud) 

B. Plaintiffs incorporate by reference herein the allega-

tions contained in Paragraphs 1 through 7, above. 

9. That from July of 197B through and including March 7, 

1979, De fendants BRISCOE, HEWLE'rT and SEA promoted and offered 

to sell to Plaintiffs an interest in the Tombstone project, a 

heap leach operation, to be carried out on the property described 

in Exhibit "A" hereto. In order to induce Plaintiffs to purchase 

-3-
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1 such interest said Defendants made the following representations 

2 to Plaintiffs: 

3 

4 

A. That the dumps to be leached in the operation 

contained, as of February 20, 1979, a gross value of over 

5 12,000,000 u.s. dollars. 

6 

7 

8 

9 
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11 

12 

13 

14 

15 
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18 

19 
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22 

23 

B. That numerous facilities existed on the property 

that would enable production to commence shortly after the 

project was initiated. 

C. That Defendants had performed all necessary 
),1 0 )..1) 

geological an d metallurgical studies and testing so that the 

operation would, after an initial investment of $25,000.00, 

produce gold and silver v alues sufficient to sustain its own 

operation and return sizeable profi~ for the investment. 
~ f/aLJ &) ) 

D. That Defendants had developed a new meta11urgical 

process which was proven effec tive for the recovery of gold and 
< 1/ ;-iC )'V'l 

silver called "Induced Percolation S ubstances" and by use of this 

process on the Tombstone project would allow 75% recovery of the 

gold a nd silver values. 

E. That the use of the Defendants' metallurgical 

process would allow recoveries of gold and silver much greater 

than the use of cyanide leaching which was the accepted method 

for leaching gold a nd silver. 

F. That a complete investme nt of $150,000.00 to 

24 $200,000.00 in the increments set forth in Exhibit "B" would 

25 enable the operation to result in a turn-key complete work opera-

26 tion to get the property to a point of producing enough gold and 

27 silver to support the ongoing production. 

28 G. That the cash flow from the processing of the ore 

29 would pay back a $200,000.00 capital investment in from four to 

30 six months. 

31 10. The representations made by said Defendants were, in 

32 truth and fact, false. The true facts were, 

-4-



1 A. That the dumps to be leached in the operation had 

2 previously bee n leached two or th ree times substantially reducing 

3 the monetary value of the dumps. 

4 

5 

6 

7 

8 

g 

10 

11 

B. That basically no useable facilities existed on 

the property and that Plaintiffs have had, over the last year, to 

purchase all needed facilities to enable production of gold and 

I \ ' , : .J.... 
., .!./rJ7YI/ "7()tr ...v/'~ f silver values to con~ence. 

7; y .... ', ( 
c. That none of the required geological and metallur-

gical studies and testing had been performed by Defendants to 

enable production of gold and silver values in any quantity let 

alone in a quantity sufficient for the project to sustain its own 

12 operation after the initial investment of $25,000.00. In fact, 

13 

14 

15 

16 

Plaintiffs have expended hundreds of thousands of dollars to test 

and study the property metallurgically and geologically. 
'. ) -;. )-! 

D. That Defendants new metallurgical process wfls not 
) ... ) .. ,. '- - ..... ~ ... (' ),. , -: ~).!.. 

only ineffective, but was known to the Defendants to be ineffec-

17 tive for the recovery of gold and silver and it, in fact, would 

18 

19 

20 

not recover gold and silver values on the Tombstone project any-

where close ~of said values. 
I ~ ·k ....... I i /~ to (>Ut- f) ) 

That 
- h)hd-? 

process of De fendants E. the metallurg1cal was 

21 much less effective in the recovery of gold and silv.er values by 

22 leaching than the accepted method of cyanide leaching. 

23 F. That Plaintiffs' investment of in excess of 

24 $500,000.00 to protect themselves has not put the project into a 

25 turn-key complete work operation. 

26 G. That to date the cash flow from the project has 

27 not returned any of the capital investment of Plaintiffs, let 

28 alone completely pay back the capital investment in four to six 

29 months from the date of the contract. 

30 11. When Defendants made said representations to Plaintiffs 

31 they knew, or should have known, them to be false and fraudulentl 

32 said statements were made by ~hem with the intent to defraud and 

-5-
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deceive Plaintiffs and to induce Plaintiffs to purchase an 

interest in TOmbstone heap leaching project from Defendants as 

hereinafter alleged. 

12 . At the time said representations were made, Plaintiffs 

were ignorant of their falsity but believed each of thm to be ' 

true. In reliance thereon, Plaintiffs did purchase a 25% 

interest in the TOmbstone heap leaching project pursuan t to that 

agreement dated March 7, 1979 attached hereto as Exhibit "B" and 

9 made a part hereof. That additional int e rests could be acquired 

10 by further investment, as set fortH in Paragraph 6 of Exhibit 

11 "B". 'IlIa t had PIa in t if fs known the true facts and not have 

12 relied upon Defendants' expertise and representations, they would 

13 not have purchased said interest from Defendants or, alterna-

14 tively, would have restructured the financial contributions and 

15 interests according to the true facts. 

16 13. That following the initial interest purchase, Defen-

17 dants HYDROMET and AUSTIN were formed by the other Defendants and 

18 said Defendants, including HEWLETT, AUSTIN, and HYDROMET made the 

Ig following representations to plaintiffs: 

20 A. The metallurgy at the project, along with the 

21 "Induced Percolation Substances", was "no risk" and good percola-

22 tion and values of gold and silver were being recovered. 

23 

24 

25 

B. That the metallurgical recoveries going on at the 

project were "no risk" and that the results could have not been 

better. 

n 26 
1 tIl ;,\ 
cr l~ ', I 27 

5' 

C. That for the month following April II, 1979, the 

!D r. 1 /' 
Ny 

,"1" 
I'~ 

28 

29 

30 

31 

32 

cash flow for the project would be $175,000.00. 

14. That the representations made by said Defendants were, 

in truth and fact, false, the true facts being: I I 
i!) Wrr>"j (j fy,',/ 

A. That the new metallurgical proce~s , "Induced Perco-
:"t ' :', i ' ~,,Ji 

lation Substances" was not only a high risk and unproven process, 

but Defendants had actual knowledge that the process did not work 

-6-



1 on a property and project such as the Tombstone heap leach 

2 project and that Defendants were not getting good percolation or 
3 recovery of gold and silver values. 

4 B. That the recoveries of gold and silver values on 
5 the project were, in fact, non-existent under the process used by 
6 De fendants and of considerable risk. 

7 c. That for the month following April 11, 1979, there 
8 was no cash flow from the project, let alone $175,00 0.00. 

9 15. I'Ihen Defendants made said representations to Plaintiffs 
10 they knew, or should have known , th e m to be false and fraudulent; 
11 said statements were made by the Defendants in concert as a 

12 continuing course of fraudulent conduct with the intent to 
13 further deceive and defraud Plaintiffs and to induce Plaintiffs 
14 to invest additional funds in the project. 

15 16. At the time said representations were made Plaintiffs 
16 were ignorant of their falsity and believed each of them to be 
17 true. In reliance thereon, Plaintiffs on April 23, 1979, 

18 purchased an additional interest in the Tombstone heap leach 

19 project for $25,000.00. Had Plaintiffs known the true facts they 
20 would not have purchased said interest or made an additional 

21 investment from Defendants or, in the alternative, would have 

22 restructured the respective interests and investment capital. 

23 

24 

30 

31 

17. That during the months of May and June, Plaintiffs 

became concerned about their investment and the fact that none of 
the representations by Defendants were proving to be accurate and 
therefore embarked upon an attemp t to salvage their investment 

and this project and have continued said effort to the date of 

this Complaint. 

18. Dy reason of the facts alleged, Plaintiffs have been 

damaged in the sum of in excess of $1,000,000.00. 

19. Defendants did the things alleged herein with the 

32 intent to defraud Plaintiffs. Said acts were done maliciously 

- 7-
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2 

:5 
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5 

6 

7 

and oppressively. Plaintiffs therefore are entitled to and seek 

punitive damages in the amount of $1,000,000.00. 

20. Pursuant to A.R.S. 12-341.01, Plaintiffs are entitled 

to attorneys' fees. 

21. 

SECOND CLAIM FOR RELIEF 

(Ilegligent misrepresentation) 

Plaintiffs incorporate by reference thereto the 

8 allegations contained in Para9raphs 1 through 17 of this 

9 Complaint. 

10 22. When Defendants and eacH of them made the representa-

11 tions to Plaintiffs contained in Paragraphs 9 ,through 17, 

12 Defendants had no reasonable grounds to believe said 

13 representations to be true; said representations were made to 

14 Plaintiffs with the intent to deceive Plaintiffs and to induce 

15 Plaintiffs to purchase said interes ts from Defendants. 

16 23. Plaintiffs incorporate by reference thereto the 

17 allegations conta ined in Paragraphs 18 through 20 of this 

18 Complaint. 

19 THIRD CLAIM FOR RELIEF 

20 (Breach of Contract) 

21 24. Plaintiffs incorporate by reference thereto the allega-

22 tions contained in Paragraphs 1 through 17 of this Complaint. 

23 25. That Defendant BRISCOE, by and on behalf of himself and 

24 Defendant SEA and/or Defendant AUSTIN entered into the contract 

25 and/or letter agreement dated March 7, 1979 attached hereto as 

26 Exhibit "B" and by reference incorporated herein. That, pursuant 

27 to said agreement, the parties thereto were to enter into a more 

28 comprehensive operation agreement for the Tombstone heap leach 

29 project. That, for various reasons, such agreement was never 

30 I consummated and the parties continued to operate under the March 

31 7, 1979, agreement and its amendment dated May 22, 1979, which is 

32 

-8-
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attached hereto and made a part hereof by reference as Exhibit 

26. Pursuant to Paragraph 6 of said agreement, Plaintiffs 

were to acquire additional interests based upon their 

monetary contrib utions, and further that either Plaintiffs' or 

Def e ndants' interests could be diluted based upon the additional 

funding contributed to the project. 

2 7. That Plaintiffs have invested in excess of $500,000.00 

to date in an attempt to salvage the project a nd to protect their 

investment , thereby diluting and Teducing Defendants BRISCOE, 

S.E.A. HYDROMET and/or AUSTIN of any interest whatsoever under 

the contract agreement dated March 7, 1979. 

28. Plaintiffs have demanded recognition of Defendants 

BRISCOE's, SEA's and AUSTIN's dilution and reduction of interest 

to zero, but said Defendants have refused and continue to refuse 

to relinquish their interest or claims to interest pursuant to 

the contract of March 7, 1979, and are therefore in default under 

the contract. 

29. As a direct result of the above breach by Defendants 

BRISCOE, SEA and/or AUSTIN, Plaintiffs have been damaged in that 

they are proceeding to operate the Tombstone heap leach project 

subject to unwarranted claims of interest by Defe ndants BRISCOE, 

SEA and/or AUSTIN and are thereby entit led to a judicial deter

mination a nd order that the Defendants, due to their breach of 

contract, have no interest whatsoever in the Tombstone heap 

leaching project or, in the alternative, such an interest as is 

equitable , based upon the contributions of the respective 

parties. 

FOURTH CLAIM FOR RELIEF 

(Breach of Management Agreement) 

30. Plaintiffs incorporate by reference thereto the allega

tions contained in Paragraphs 1 through " 17 of this Complaint. 

-9-
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1 31. That as a result of the contract dated March 7, 1979, 

2 it was agreed pursuant to Paragraph 5 of that docume nt, that 

3 De fendant SEA would be e mployed to manage the Tombstone heap 

4 leaching project. That SEA created Defendant HYDROHET to manage 

5 said project. That Defendant BRISCOE, individually and on behalf 

6 of SEA did, in fact, control HYDROMET and its general manager and 

7 vice president Defendant HEWLETT, to the extent that there was no 

8 separa teness of the var ious enti ties. Tha t the Defendants S. E. A. 

9 IIYDROMET, BRISCOE and HEWLETT agreed to manage the Tombstone heap 

10 

1l 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

l eaching project in a businesslik~'and minerlike manner. In 

compliance with the applicable provisions of the March 7, 1979 

agreement and in compliance with acceptable standards within the 

industry for such a project, the Defendants S.E.A., HYDROMET, 

BRISCOE and HEWLETT breached said agreement and were so grossly 

negligent in their management of the project that within four 

months the project was three to four months behind schedule and 

400% over budget, all to the damage and loss 0t Plaintiffs. 

32. Further the Defendants committed acts during the course 

of their management of Tombstone heap leaching project which 

damaged the existing heap leaching dumps and other aspects of the 

property in that gold and silve r values were made more difficult 

to be recovered in the future because of the negligent ~nd 

improper application of metallurgical processes and practices 

employe d by the Defendants, all to the damage and loss of 

Plaintiffs . 

33. The above complained of acts, while Defendants were in 

the management position of the Tombstone hea p l eaching project, 

were done knowingly and maliciously and entitle Plaintiffs to 

punitive damages. 

34. As a result of the above acts and breach of the 

31 management agreement and negligent management by the Defendants, 

32 Plaintiffs have been damaged in an amount in excess of 
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1 $1,000,000.00 actual damages and are entitled to punitive damageE 

2 of at least $1,000,000.00. 

3 FIFTH CLAIM FOR RELIEF 

4 

5 35. 

(Conspiracy to Violate securities Laws) 

Plaintiffs Incorporate by reference the allegations 

6 contained in Paragraphs 1 through 17 herein. 

7 36. During the months between July of 1978 and March 7, 

8 1979, Defendants and each of them conspired together and 

9 maliciously and wilfully entered into a scheme to defraud and 

10 deceive Plaintiffs an d deprive them of their money and formed a 

11 deliberate design and process to sell to Plaintiffs an interest 

12 in the Tombstone heap leaching project for which no approval for 

13 sale thereof had been obtained from the Arizona and New York 

14 departments of corporations, securities Exchange Commission, or 

15 any other agency or department, as required by the laws of the 

16 States of Arizona and New York, · and the United States. 

17 37. Defendants did the acts and things herein alleged and 

18 all of such acts and things were participated in and done by all 

19 of said Defendants or by one or more of them as steps in said 

20 conspiracy and for the unlawful purposes of defrauding and 

21 deceiving Plaintiffs as herein alleged. 

22 38. Said wrongful acts of said Defendants in carrying out 

23 said conspiracy accomplished Defendants' purposes and resulted in 

24 the total loss to Plaintiffs of in excess of $1,000,000.00, 

25 all of which is to Plaintiffs' damage. 

26 39. Said acts of the Defendants were oppressive, malicious 

27 and contrary to law and Plaintiffs pray for punitive damages in 

28 the sum of $1,000,000.00. 

29 WHEREFORE, Plaintiffs pray for jUdgment as follows: 

30 1. Compensatory damages, Plaintiffs' actual damages, but 

31 in no case less than $1,000,000.00 under all claims for relief. 

32 
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2. For a judicial determination establishing that 

Defendants have no interest whatso~ver in the Tombstone heap 

leaching project pursuant to Plaintiffs' Third claim for relief 

or, in the alternative, a determination of the respective shares 

of the Plaintiffs and Defendants in said project, based upon 

their contributions and the equities. 

3. As to all claims for relief, punitive damages of no 

l ess than $1,000,000.00. 

4. As to all claims for relief, attorneys' fees pursuant 

to A.R.S. 12-341.01, costs of the ,s uit incurred herein. 

5. Such other and further relief as the Court and Jury 

deem just and proper. 

STATE OF ARIZONA 
ss. 

COUNTY OF PIMA 

LAW OFFICES OF KEI~NETH L. ALLEN , P.C. 

By K,~J Q<QJ!.~ 
KENNETH L. ALLEN 
705 Transamerica Building 
177 North Church Avenue 
Tucson, Arizona 85 701 
Attorneys for Plaintiffs 

KENNETH L. ALLEN, being first duly sworn on oath, deposes 

and says: 

That he is an attorney duly authorized to practice law in 

the State of Arizona; that as such attorney he has prepared the 

foregoing Complaint in this matter; that the contents of the 

Complaint are true and correct and as to those matters which are 

based upon his information and belief, he believes them to be 

true. 

KENNETH L. ALLEN 

-12-
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SUBSCRIBED AND SWORN TO before me this /C~ay of June, 

1980, by KENNETH L. ALLEN. 

My Commiss ion Expire 5: 

? - r,JO 

. .. 

I· 
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31 

32 

LAW OFFICES OF KENNETH L ALLEN. p ,e . 
81.11111: 705 TII"'''.A.~,u .. c ... PUIL-aING 

177 NOllnt CHUIIICH AVe:HUI: 

AttomeJ. for 

TUCSON. ARIZON A 0&701 
TCLLn.DHC ' C02 ) 02"·1707 

Plaintiffs 

I'} 'J 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF PIMA 

TOMBSTONE EXPLORATION , INC., 
a Delawa~e Co~po~ation; 
THOMAS E. SCHLOSS, individually 
and DWIGHT E. LEE, individually, 

Plaintiffs, 
NO. 18 8423 

" 
..., ""'-"--

vs. 
NOTICE OF SERVICE OF 

NON-UNIFORM INTERROGATORIES TO 
DEFENDANT JAI1ES A. BRISCOE 

SOUTH\~EST EXP LORATION ASSO
CIATES, INC ., a n A~izona 
Co~po~ation, et aI, 

De fend ants . 

Plain ti ffs he~eby give notice that th e y have on this day 

se~ved an o~i9inal and one (1) copy of Non-Unifo~m 

Inte~~ogato~ies , consisting of th~ee inte~~ogato~ies and subpa~ts 

the~eto, ~equesting that such int er~o9ato~ies be answe~ed within 

thi~ty (30) days from ~eceipt the~ eof, pu~sua nt to Rule 33, 

Arizona Rules of Civil Procedure, by De f e ndant JAMES A. BRISCOE . 

DATED ~his ~ __ day of .J1~'-" i' I r , ()----- 1980. 

LAW OFFICES OF KENNETH L. ALLEN , P .C. 

---G. . (- (' -
~rEN~~~?PE-~-~-:o-~f~-
70 5 T~ansamerica Buildi ng 
177 North Chu~ch Avenue 
Tucson, A~izona 85701 
Atto~neys for Plaintiff 

" 
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COpy of the fore,9oing 
mailed this ,:)J~ day 
of July , 1980, to: 

JAY S. KITTLE, ESQ. 
509 Transamerica Building 
177 North Church Avenue 
Tucson, Arizona 85701 
Attorney for Defe ndant JAMES A. BRISCOE 

-fl1'M " ' / A r A /7, '(} / v ') , ' I J..J'''' -u. " J~..iLy. ~ 1/ 
Mrs. Eleanore S. RY~9 
Secretary to IL ENE G. SIPE 
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:3 
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LAW OFFICES OF KENNETH L. ALLEN. P .C . 
SUIT"C 70G T'u, .... "~ • • c .. lJul\.C) ..... a 

'77 NO"TH CHURCH ...... .:.HUIl: 
TUCSON. ARI ZONA Cti101 

TLI...C_OHC {602.) (02"-17 115"'7 

5 AltDmcy lot Plaintiffs 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF PIMA 

'£Ot1BSTONE EXPLORATION , INC., 
a Delaware Corporation; 
THOMAS E. SCHLOSS, individually 
and DWIGHT E. LEE, individually, 

Plaintiffs , 

vs. 

SOUTHW ES T EXPLORATION ASSO
CIATES, INC ., an Ari zona 
Corporation, et aI, 

Defendants . 

NO. 188423 

NON-UNIFOR~I INTERROGA'fORIES 
TO DEFENDANT JAMES A. 

BRISCOE 

18 TO : The a b o ve-named Defendant, JAl'IES A. BRISCOE and his attorney 
of record JAY S. KITTLE : 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

Under authority of Rule 33, Arizona Rules of Civil Procedure , 

you are hereby requested to answer in writing and under oa th, 

within thirty (30) days from receipt hereof, the following Inte r-

rogatories : 

IN STRUCTIONS FOR USE 

A. All information is to be divulged which is in the 
possession of the individual or corporate party , his attor neys, 
investigators , agents, emp loyees or othe r repres e ntatives of the 
n ame d part y and his attorney. 

B. A "medical practitioner " as used in these Interro
gatories is meant to include any med ical doctor, osteopathic phy
sician, podiatrist, doctor of chiropractic, naturopathic physici~n 
or other person who performs any form of healing art . 



1 C. Where an individual Interrogatory calls for an answer 
which involves more than one, each part of the a nswer should be 

2 clearly set out so that it is und e rstandable. 

3 D. lih e re the terms "you", "plaintiff" or "de f e ndant" are 
used, they are meant to include every individual party and 

4 separate answers should be given for each person named as a party, 
if requested. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

E. Where the t erms "accident" or "the accident" are used, 
they are meant to mean the incident which is the basis of this 
lawsuit, unless otherwise specified . 

F. A space has been provided on the interrogatories for 
your answer. Your answer s hould immediately follow the 
interrogatory. If your answer requires more space than is 
provided , you shall type on a separa te s heet the interrogatory aod 
thereafter give your answer, as r e quired by Rule XVII of the 
uniform Rules of Practice . 

G. These interrogator i es are inte nded as continuing 
interrogatories , requiring you to answer by supplemental answer, 
setting forth any information within the scope of the 
interrogatories as may be acquired by you , your agents, attorney s , 
or representatives following original answers. 

1. Within the 13 month period prior to the occurence of t t e 

incident described in the Complaint , was the Defendant a named 

insured or an insured under any type of liability insurance issued 

by any entity carrying on an insurance bus iness? 

2. Was the business or corporation owned by the Defendant 

at the time of the incideqt , describe d (eithe r spec if i~a lly or by 

c la ss) in any policy of in su ran ce ? 



1. 3 . If your answe r to either of the two preceding questions 

2 was affirmative, state the following as to each such policy o f 

3 insurance: 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

A. 

B. 

c. 

D. 

E. 

F. 

G. 

H . 

The n ame of the insurer: 

The name of the named insured : 

The types of risk in sured aga inst : 

The bus in ess , persons , corporations or premises in the 

pOlicy : 

The inception date of t h e policy : 

The expiration date of the policy : 

Was the policy ever cancelled? 

If so , when a nd fo r what re ason? 

The na me a nd address of the age nt who so ld the policy: 
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10 
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12 
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14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

I. The limits of liability: 

(1) What a re the limits of li ability stated in the 

policy as to each person , busine s s or corporatio n 

insur e d? 

(2) What are the limits of liability applicable to th e 

name d Defendant? 

J. What was the in s uring agreement? 

DATED this t:~ __ d a y o f August , 1980. 

Original a nd one 
copy mai l ed this 
:::Y':-" day o f August, 

1980;- to: 

JAY S. KITTLE, ESQ. 
509 Transamer ica Building 
177 North Church Avenue 
Tu cson, Arizona . 8570 1 

LAW OFFICES OF KENNETH L. ALLEN, P.C. 

By ~-Z &. ¥ 
ILENE G. SIPE 
705 Tran samerica Building 
177 North Church Avenue 
Tucson, Arizona 85701 
Attorneys for Plaintiffs 

Attorneys for Defend a nt JAMES A. BRISCO E 

~; , _. _, . . /: '1. \ 
• ! . : . / . 1:(. ' : .:,"J, ~:Y." 2 )~ ,. 

Mrs . El eanore S. Ryan 
Secretary to ILENE G. SIP£ 
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14 

15 

16 
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21 

22 

23 

24 
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27 

28 

29 
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LAW OFFICES OF KENNETH L ALLEN . P .C . 
(;U I T'I:: 7'0!. T ................. " , .. 01.11 1.0 1"' 0 

177 NO"IH C HU,.,(.H Avt. ... u r 
TUCSON. A "U70N A C:'70 1 

. "'fCL..C.I".IDNC I G(2) G2<- t 7t.7 

Attomey' for Plaintiffs 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

I N AND FOR THE COUNTY OF PIMA 

TOMBSTONE EXPLORATION , INC ., 
a De l aware Corpo l"ation ; 
THONAS E. SCHLOSS , individllally 
an d Di,lGH1' E . LEE , individually , 

Plaintiffs , 

vs . 

SOUTHWEST EXPLORA'J'ION ASSO
CIATES , INC ., a n Arizona 
Corporation , et aI , 

De fendants . 

11O . 188423 

NO:-l - UNI FORI·) J NTERROGA'J'ORIl::S 
TO DEFENDANT JANES A. 

I3H I SCOE 

TO: The above-named Def e ndant , JAMES A . BRISCOE a nd his at torn e y of r ecor d JAY S . KITTLE : 

Under author ity of Ru l e 33 , Arizona Rules of Ci vil Proc0dure, 

you are h ereb y ,'eguested to ans"'e r in writing a nd und er oath , 

within thirty ( 30 ) d ays fr o m receipt hereof , the following Int e r-

rogatories : 

INSTRUCTIONS FOR USE _._----

A . All information is Lo be divulged wh i ch is in the possess ion of the lndivinual 0 (" corporate parLy , his a ttorneys , in\' (:'s tigntors , age nts , C2' ,:lploY2es o r 0\ h e r r e pr r·st::rl.;, l i\"'5 o f ~Le
n~:~c d par ly a nd his a ll orney . 

B. A " medicHI pracLitioner " as u sed in Lhese Int er ro-gator) es j S In c-a nt lo i nclllc1e oil Y IlIe·oi cal doctor , osLc'O!1iJt hi c phj'~~lcidn , po(liolLri~. t , \l oc t o r of chi l'oprilc Lic , nolULO!)b lhic physici;. n or ot lo "r ;..> e lson "'ho pe,' [o,.."s a ny form of h ea ling ar t. 



1 C. "here an individua l Inl errogator y calls for a n answ~r which involves more than one , each par t of the anSwer s hould be 2 clearly set out so that it is understandable. 

3 D. Hhere the terms "you", "plaintiff" or "defendant" are used, they are mean t to incl ude ever y individual party an d 4 separate answers should be given for ea ch p~rson named as a party, if requested. 
5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

26 

27 j 

2 8 

2 9 

30 
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E. "here the terms " accident" or " the accident " are used, they are meant to mea n the incident which is the basis of this l aws uit , unle ss otherwise specified . 

F. A space has been provided on the interrogatori es for your answer . Your answer should immediately follow the Interrogatory. If your answer req uires more space than is provided, you shal l type o n a separate sheet Lhe interrogatory a l d thereafter give your answer , as required by Rule XVII of the Uniform Rules of Practice. 

G . These inlerrogator i es a re int ended as co nLinulng interrogatories, requiring you to answer by s upp] ~lnc ntal answer , setting fOl-th any inforJl,ation withi n the scope of Lile interrogatories as may be acquired by yo u, your agenL s, atlorney~ , Or r epresenta tives following original a n swer s. 

1. h' iLhln th e 13 monLh period prior Lo the OCClirence of t:.e 

incid en t described in Lhe Complaint, was the Defendant a named 

insured or an insured under an y type of liability insurance i SSUed 

by an y e nt ity carrying on a n insur a nce bllsiness? 

Yes. 

2 . "as the business or co rpora ti o n owned by the Defendant 

at the time of the incident , descriLed (eith e r spec ifically or by 
c l ass ) in r.n y pol i c y of I n s ul ance? 

Yes. 
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26 
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3 . If your a n swe r to either of the two preceding qu es tion s 

was affirmative , state the following a s to each s uch policy of 

in s uran ce : 

A. Th e n ame o f t he in su rer : 

Aetna Casualty a nd Surety 

B. The name of t h e named insured : 

Southwestern Ex ploration Associates. Inc. and S.E.A. Photography, Inc . and James A. Briscoe. 

c . The type s of ri s k i ns ured aga in s t : 

Geophys ical Exp lo rat ion, Aer i al Photograp hy 

D. The bus iness , persons , corpol'alion s or premises in the 

policy : 

See B. 

E . The inception date of the po licy : 

12/18/78 

f . The expiratio n date of the po li c y : 

8/8/79 

G. Kas the poli c y ever c ~ ncell e d ? 

If so , wh e n an d for what reason? 

8/8/7 9 - I'e"ritten into a package po licy 

H. The name an d a rld r c,ss of the c9"n t "'ho so ld the po l icy: 

Al l a n Dochtermann 
Tucson Realty dnd Trust Co. 
6390 E. Broad\'lay, Tuc so n. AZ 8571 0 
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1. The I imi ts of 1 i abi 1 i ty: 

(1) What are the limits of liability stated in the 

policy as to eac h person, bu s ines s or corporation 

in s ur e d? 

500,000 per occ/500,000 aggregate 
100,000 per occ/100,000 aggregate 

Bodily Injury 
Property Damage 

( 2 ) h'hat are Lh e limits of li a bility applicable to the 

n a med De f e nd a nt? 

Same as I. 

J. \1hat was the in s u r ing agr c~ ffi e nt? 

Standard Ha nufacturer ' s and Contractors Li ability Policy 

DATt:D this 1{o_ day of Augus t, 198 0 . 

Original a nd on e 
copy mailed thi s . .::)' ,,~1 day of .z,ugus t, 
Y9S-0; to : 

J.',y S . Kl'j 'TL E , ESQ . 
509 Tccn sc.:.e ri c 2 Bui1ding 
177 Ilol· t h Church 1, v 0 nue 
Tuc s o n , Arizona . 8~701 

LAW OF FICt:S OF KENNETH L. ALLE N, P.C. 

By_~~_ 6--,-_~~_ 
ILENE G . SIPE I 
705 Tr&n s am e cica Building 
177 Norlh Ch urch Av e n lle 
Tucson , Ari zona S5701 
Attorn e ys for Plaintiffs 

AtLol ne ys f or D.:= f c- nco lIl J!·.!·;r.S A . [>rn SCO E 

...! ~~ ~~_u:L:... C. .~ , ~!:.~ .~ Lf, .. ) 
'·~rs . El t' c noce S . R)' c n 
S e cr e lary Lo I LEIIE G . SIP E 
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COI~EY & KITTLE. P. C. 
ATTORN C'I'S AT LAW 

SARRY ... . CORCY 

July 22, 1980 

Southwestern Exploration Associates , Inc. 
4500 East Speedway, Suite 14 
Tucson, Arizona 8571 2 

ATTENTION : Jame s A. Briscoe 

SUI T E 508 TRAN SAMERICA e UllOIN G 

177 N O A TH C H U R C H AVE N U E 

TUCSON, .... RIZONA 815701 

(602) SSZ -<499 4 

RE : Southwestern Explora tion As sociates, Inc. advs . Tombstone 
Exploration, Inc. 

Dear Jim: 

Enclosed he rewith for your files is a copy of the Answer 
we filed on behalf of S.E.A. and its related corporations in 
the matter refe rre d to above. 

Jay will be out of the office on vac a tion until August 1, 
but please feel free to give me a call if I can a nswe r questions 
for you concern ing the Ans we r. Also, it would probably be 
helpful for us t o mee t some time be fore Jay r e turns to discuss 
the ste ps which should be taken by the Corporation in view of 
its present financial difficulties . 

Since rely yours, 

COREY & KITTLE, P.C. 

Cit!-
Patrick J. Far r e ll 

PJF : jr 

Enclosure 

REVIEWED 
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COREY II< KITTLE. P. C . 
A TTO RN EYS AT LAW 

117 HOlt ' " C::HU .. CN . " " NU I 

TUCSON . .... R IZONA 80701 

le Oll e1U · 4 8 84 

5 Anorney. for Defendan ts 

6 

7 

8 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

I N AND FOR THE COUNTY OF PI MA 

9 TOMBSTONE EXPLORATION, INC. 
a Delaware Corporation; 

10 TH OMAS H. SCHLOSS, indivi 
dua ll y and DWIGHT E. LEE, 

II individually, 
NO . 1881.23 

ANS \~ER A!'ID COUNTERCLAIM 
12 Pl aintiffs, 

13 vs. 

14 SOUTH\~EST EXPLORATION 
ASSOCIATES, LNC., an 

15 Arizon<l Co r !) o r nr i on; et al; 

16 Defendants. 

17 

18 

19 CONE NOW De fe ndants SOUTH\4EST EXPLORATION ASSOCIATES, !rIC 

20 HYDRmlET, HIC . , AUSTIN EXPLORATION AND ~HNINC COMPANY, J I\J'1ES 1\. 

21 BRISCOE, individua l ly and as Presidenl of Sout hwest Exploration 

22 Associates, Inc, Hydromet, inc. , and Aust in Exploration and Mining 

23 Company , by and through their attorneys undersigned and answer the 

24 Plain tiffs complaint. 

25 J URIS DICTION 

26 A. Defe ndants admit that JAI'tES A. BRISCOE was and is a 

: : ill resident O:TU::::~d:::: :::::y ~h:r:::::~tion s con tained in I'ara -

29 grap hs 3 and 4 of Pl a in tiffs ' Complaint. 

30 I 
3 1 

32 graphs 5, 6 and 7 of Plaintiffs ' Complaint. 

THE DEFENDANTS 

C. Defendants deny the alleeations contained in Para-



FIRST CLAIM FOR RELIEF 

2 D. Defendants incorporate by reference herein the 

3 answers stated above to Paragraphs 1 - 7 of Plaintiffs' Comp l a i nt. 

4 E . Defendants admit that Defenda nts BRISCOE and SOUTH-

5 WEST EXPLORATIONS, INC. promoted and offered to sell to Plaintiffs 

6 an interest in the Tombstone Projec t, a heap leach operation. 

7 F . Defendants admit that certain build i ngs. plumbine . 

8 and roads ex isted on the property that would facilitate production 

9 after the project was initiated . 

10 

11 

C. De fe ndants de ny the balance of the allegations 

contained in Subparagraphs A - G in Paragraph 9 of Plaintiffs ' 

12 Comp l aint . 

13 H. Defendants deny the a llegations contained in Para-

14 g raphs 10 and 1 1 of Plaintiffs' Compla int. 

15 I I . Defendants admit the Plaintiffs did purchase a :15"!. , 
16 interest in the Tombs tone heap l eaching project pursuant to t he 

17 Agreemen t dated March 7. 1979, attached to Plaintiffs ' Comp l aint 

18 I as Exhibit B. De fe n dants furt her admit lhat additj.onal interests 
I 

19 ICOUld be acq u ired by Pl a intiffs throu~h further investment as seL 

20 forth in Paragraph 6 of said Exh ibit II. Defenda n ts deny the hill'lnCL 

21 of the ,Jll cgal i un s containeu in P(lra!;r;.lph 12 of: Pl a in tiffs' CUIn-

22 pl aint . 

23 J . Defendants deny the allegations contained i n I'"ra -

24 11 graPhS 13 through 20 of Plaintiffs ' Complaint. 

25 I SECOND CLAIM FOR RELIEF 

26 II K. Defendants i ncorporate ' by r efe r ence herein their 

27 1! a n swers stated above to Parag raphs 1 - 20 of Plaintiffs ' Compl.aint. 

28 II L. Defendants deny the a ll ega tions contained i n Para -
II 

:: 1:'I,graPh 22 of Pl a intif f:~I::m:~::t FOR ItELlEr 

M. Defendants incorporate by r efe r ence herein their 

32 ~ answers state d above to Paragraphs 1 - 17 of Plaintiffs' Complaint . 

-2-



N. Defendants deny that Defendant BRISCOE personally 

2 entered into the contract and/or letter agreement dated March 7. 

3 1979, attached as Exhibit B to Plaintiffs' Complaint. Defendants 

4 admit the balance of the allegations contained in Parag r aph 25 

5 of Plaintiffs' Complaint . 

6 O. Defendants admit that Plaintiffs were to acquire 

7 additional interests in the Tombstone project as stated in Para-

8 graph 6 of the March 7, 1979 , agreement; Defendants deny that 

9 either Plaintiffs' or Defendants' interest cou ld be dil uted based 

10 on additional funding contributed to t he project, except in t he 

11 case where the parties might seek additional fundin g from outside 

12 sources. 

13 P. Defendants deny the alle~ations contai.ned in I'ilrn-

14 graphs 27, 28 and 29 of Plaintiffs' Complai nt . 

15 FOURTII CLAm FOR RE LIEF 

16 Q. Defendants incorporate by refere nce herein their 

17 answers to the allegations contained in Parn~raphs 1 - 17 of 

18 I Plaintiffs' Complaint. 

19 R. Defendants admit that Defendant SOUTHWEST EXPLORATIO 

20 ASSOCIATES, INC. would be emp loyed to manage the Tombstone ~eap 

21 Leaching project. Defendants d~ny the balance of the allega tions 

22 containe d in Paragraph 31 of Plaintiffs' Complaint. 

23 S. Defendants deny the allegations contained in Para-

24 graph 32, 33 and 34 of Plaintiffs' Complaint. 

25 FIFTH CLAIM FOR RELIEF 

26 T. Defendants incorporate by reference herein their 

27 answers to the allegations contained in r , 1 - 17 of 

Plaintiffs' Complaint . 

U. Defendants deny the a llegations contained in Para-

graphs 36, 37, 38 and 39 of Plaintiffs' Complaint , 

AFFIRMATIVE DEFENSES 

V, Plaintiffs are knowledgea ble mineral investors, were 

- 3-
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familiar with the Tombstone Heap Leach properties prior to invest-

2 ing in them, and assumed the risks inherent in such projects. 

3 W. Plaintiffs have managed the Tombstone Leaching 

4 operation since May of 197 9, and thus are estopped to claims that 

5 operating difficulties since then a re due to Defendant s mismanage-

6 ment. 

7 X. Plaintiffs have failed to pay Defendants considera -

8 tion due them for services rendered, and cannot now contend that 

9 Defendants breached its management agreemen t with Plaintiffs. 

10 Y. Since assuming full control of the Leaching Project, 

11 Plaintiffs have voluntarily continued to invest sums of money in 

12 the project without induc ement from the Defendants. 

13
1 

z. Since April or May of 1979, Plaintiffs have retained 

now 14 i their own professional metalurgist to advise them, and cannot 

15 ! be heard to say they relied exclusively on a lleged statements of 
I 

16 I Defendants concerning the metalurgical characteristics of the 

17 ject property. 

sub-

18 AA. The mineral properties refer r ed to in Plaintiffs ' 

19 Complaint continue to be valuable properties, and have not been 

20 productive because of Plaintiffs mismanagement. 

21 WHEREFORE, Defendants request t hat Plaintiffs ' Complaint 

22 be dismissed with prejudice and that Pla inti ffs take nothing by 

23 their Comp l aint, that Defendants be awarded their costs incurred 

24 !herein and reasonable at torneys' fees expended by them in thi s 

25 action pursuant to A.R.S. §12-34l .0I, and that the Court order 

26 ISUCh other and further relief as the Court deems just and proper 

27 i in the premises. 

28 II COUNTERCLAIMS 

29 II CO~lli NOW the De fendants, and for their claims aga inst 
30 ' 

! 

Plaintiffs, state and allege as follows: 

31 BB. Defendants rendered valuable professional services 
32 

,. to Pl aintiffs in connection with the Tombstone Heap Leach ProjecL ; 
:! 
Ii 
I' 
1 -4-
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and were not paid as agreed. Amoun ts owing to Defendants from 

2 Plaintiffs total approximately $45,097.73. 

3 CC. Plaintiffs have controlled the Tombstone Heap Leach 

4 Project since May of 1979, and have badly mismanaged it thereby 

5 jeopardizing Defendants' interest in the project . By reason of 

6 such mismanagement, minera l concentrates which could have been so ld 

7 at historic high prices were kept off the market, and surrounding 

8 mineral claims which could have been secured and should have been 

9 secured for the benefit of both Plaintiffs and Defendants were 

10 ins tead acquired by others . 

11 DD. Plaintiffs secret ly reta ined valuable mineral con-

12 centrates from the Tombstone Heap Leach Project with the intent to 

13 defraud Defendants, and Defendants have suffered great damage by 

14 reason of such fraud. 

15 EE. The acts of Plaintiffs complained of above were done 

16 knowingly and maliciously and entitle Defendants to punitive 

17 damages. 

18 WHEREFORE, Defendants pray for judgment against Plaintiff, 

19 as follows: 

20 1. Compensatory damages, Defendants actual damages, bUl 

21 in no case less than $1,000,000 under all claims for relief. 

22 2. Damages in contract for the sum of $45,097.73, to-

23 gether with applicable interest, for amounts owing to Defendants 

24 by Plaintiffs for professional services rendered. 

25 3. As to all claims for relief, punitive damages of no 

26 less than $1,000,000. 

27 4. As to a ll claims for relief, a ttorneys ' fees pursuant 

28 Ito A.R.S. §12-341.01, together with costs of the suit incurred 

29 her e in. 

30 5. Such other and further r elief as the Court deems jus t 

31 and proper. 

32 I 

-5-
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DATED chis 16th day of July, 1980. 

2 

3 

4 

5 

6 

7 

8 

9 

10 Copy for the foregoing mailed 

11 
to Kenneth L. Allen, Attorney 
for Plaintiffs 
705 Transamerica 8uilding 

12 177 North Church Avenue 
Tucson, Arizona 85701, this 

13 !16th day of July, 1980 

14 I 

15 

16 

17 

:: " 
20 I 

21 I 
22 

23 

COREY & KITTLE, P.C. 

By:-.~~~~~~~~~~~~~ __ 
Jay S. Kittle 
Attorneys for Southwest Exploracio 
Associates, Inc., Hydromet, Inc., 
Austin Exploration and Mining 
Company and James A. Briscoe 
509 Transamerica Building 
177 North Church Avenue 
Tucson, Arizona 85701 

-6-
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COREY & KITTLE, P. C. 
BARRY M. COREY 

JAY S. KITTLE 

PATRICK J. FARRELL 

THOMAS A . STOOPS 

ATTORN EYS AT LAW 

October 13, 1980 

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

ATTENTION: James A . Briscoe 

RECEIVED 0 CT 1 ~ 810 

SUITE 509 TRANSAMERICA BUILDING 

177 NORTH CHURCH AVENUE 

TUCSON, ARIZONA 85701 

(602)882-4994 

RE: Tombstone Exploration, Inc . vs . Southwestern Exploration 
Associates, Inc. 

Dear Jim: 

Enclosed herewith is a request to produce a wide variety 
of corporate documents relating to S . E . A., SEA Hydromet and 
The Austin Exploration and Mining Corporation . 

You will note that the deadline for producing these 
documents is Thursday, October 23, 1980 . If you can arrange 
for someone in your office to assemble these documents, I 
will be happy to have them picked up by someone from our 
office. 

Thank you for your assistance with the foregoing . 
Please give me a call if you have any questions. . 

Sincerely yours, 

COREY & KITTLE, P . C. 

~ 
Jay S . Kittle 

JSK: jr 

Enclosure 
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I 
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~ :1 

21 
:3 il 
4 11 

: :! 

7 II 

8 'I 91 
10 !I 

11 ii 
12 ii 
13 II 

14 II 

15 11 
I! 

16 'I 
" 17 :: 

18 

LAW OFFICES OF KE NN l;:TH L. ALLLN. P .C. 

. \UOU H:)' (or 

.:t3 Sl N O>HH COIUMC H "'''''''''''11 

TUC ~,:) N. ' . kllO ,... ... 1.::" /0 1 
TC\U'''ONC ,6'02) (;2C . 1 7~7 

Pl.,illliffs . 

RECElVEOOCT t , .\!Hi 

RECEIVLU OCT 1 3 19nO 

IN "'W f·UR 'j'lI E COUtlTY OF PUlA 

T01·UJs-rorJC I~XPLOrlh'l' ION, I!JC. , 
a Del awRrc cocporation , e t ~l , 

Plaintiffs , 

VS . 

SOu·,'lIliES·j' EXPLOHA'l'lON . , ~; :;' )(' I Xi'I;S , ) 
INC ., ar. A~i~ona corpuJ· ~t;on , ) 

Dl!ft.:!nu u.llts . 
) 
) 
) 

_J 

lJfJ. 188423 

'fO : D~ft: ndants ':,I!d i.:. h~ir counse l HR . ....IllY !\i 'i"l'LE , 
Attorllcy at ~aW , 5 09 Trd n~~I.I~c i ca Bui lding , 
'fueson, Arj:!(I[~il 85701 . 

you ace hereby rcqucst~d LO produce the following ite~s , in your 

19 posses s ion or under )'ou r control, for in Si lL:ction .",:1d CO~jyi llg (It 

20 li 
2 1 I Chur c h Aven ue, 'rueson , 

the offices of LAII OFFlCI·;S · OF Kl:NNJ::'l'JI L . /\l.l.t·;rJ , P.C . ( 239 :;orth 

Ari zona , 35701 , on or Gufore Tllu~ sday , 

22 1: Octob.:. , 23 , 1980 : 

All corporate UOC t lr:hJn t!; of the three defL:nda nt corporations 
II 

23 II 
'I 
I' 

24 III incl uding , bu t not 1 i !.\i t r:d 1"0 , 

I· ( 
illCOrpOI" a Li o n r~cords , Illin utcs of 

~5 :~ / ~.hdc ..: hOld ....:r!:i ' and ciir~t.~~r.1~ .. "\ t: iJ~CJs , !j_ l Ch:~: ] " ... 1-.3 .. -'1'5 , o rtJwni~:.:l -

26 il i lion.:ll n\.!c Linss and .11lY ot-ill:r \.Jril te n UOCl,I .. ...:IJ l. .. iL ion o ( thc-L:oJ:po-

27 r.:tti 0l1S (h"!n li ng with t h\? p l .Ji n ti ffs , the 'Culi,u!.iLone il L-up Le Llch 

29 Lhis docu~~ntatio ll to inc l ude , but 110t ncccss .tril}' ~c limited la , 

3 0 all '::Orl'':' S j'O''cI''l1ce , "'.ll",· ,>C.I" llts , '::ol1tracts ; ,nc! ;,C":Olllltillg r~co'·t~s. 

~, 1 

32 



1 

2 

3 

4 

5 

6 

7 

DATED , Octobor 10, 1980. 

LlII"J OPPICES OF i;ENNETH L . 1IT.u~rJ , P.C . 

Ily KENNETH r. At.!.EN 
KErTriI::TI!·r;-:-lILLJ.:N ----- ---- ----
239 North Church Aven ue 
Tuc s on , AZ 8570 1 
Att ocncys for Plajntiffs 

8 COpy of the foregoing Rc<!ucs t 
to Produce ~ailed this 10th rlay 

9 of October , 1980, Lo: 

10 MR . JAY KI'rTLE 

11 

12 ! 
13 1 

I 

14 / 
15 . 

II 
16 ;1 

i· 

I? t: 

18 II 
i. 
I. 

1 9 i: 
II 

20 Ii 
21 

22 I 

23 I! 
24 ,: 

25
1, 

26 ji 

27 I: 
26 

29 

30 

509 Tr~nsamerica Building 
Tucson, Arizona 85701 
Attorncy for DefenJ~nts 

/~"la~'A/ !. _ 6~. _ _~~ __ ~~ __ !;vs: J can.;Janesch, CU .. 

-2-
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

:~N THE .~UPI.1UO~ COURT OF THE STA'l'E OF ARIZONA 

I " <IN ~D FOR I'l'~ COUN~ O~ · ,~IMA 

TOMBSTONE EXPLORATION, INC., 
A Delaware COrporation ; 
THOMAS E. SCHLOSS, indiv~dually 
and DWIGHT E. LEE, individually, 

'Plaintiffs, 

-V8 -

S0U'l'H\on::S'l l:.XPLORATJON A550-
Cll. 'Jl;.;S f 1~.C ., an ;~r.t zon[1 
Corp~lation , et a l ., 

Defendants • 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

--------------------------------) 

No. 1 884 2 3 

14 Dr:POS1Tl o!~ OF ; JAl"IES 1>.. BEIS c.:O:.s 

15 

16 

17 

118 

1

19 

1
20 

I 21 
I 

22 

23 

1 24 

25 

Augus t le , 1960 

APPEARAJ.~CES : 

MR. KENNETH L. ALLEN, At t orney at l,~w, 

Sui t e 705, TransaL~rica Building, 

177 Nor th Church Aven ue, 

Tucso n , Ar. i zona, 85 701 , 

for the Pl ai.ntiffs; 

RONALDL. LUNSFORD 
COURT REPORTER 

TELEPtiONE 623·3375 



1 APPEARANCES (Cont I d) : 

2 MR. JAY S. KITTLE, Attorney at Law, 

3 Corey' Kittle, P.C., 

4 Suite 509, Transamerica Building, 

5 177 North Church Avenue, 

6 Tucson, Arizona, 857J1, 

7 for the Defeno.an ta • 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

! 22 
I 
1 23 
I 

1 24 

I 25 

l 
RONALDL.LUNSFORD 

COURT REPORTER 
TELEPHONE 62J ·JJ7S 
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1 I N D E X 

2 WITNESS 

3 JM1ES A. BRISCOE 

4 

5 

6 

7 

8 

91 
I 

10 

11 

12 

13 

14 

15 

16 

17 

I 
! 18 I 
1

19 
I 

! 20 
I 
I 

I 21 , 
I 

i 22 

1
23 

124 
I 
i 

1

25 

I 
1 

Examination by r-m. ALu.;~ 

E;~mina tion by bm. KI 'l'~'LE 

1'.1 .;~ .' . 1I-cj![a! ;~x.!:d.i.) i J ... 1. Kep0l.: t o r. tl\J~,JA3 ~(.n~ 
Project 

Plaintiffs I Exhibit 2. Report on Tombstone 
Pr oject, 2/20/79 

Plaintiffs' Exhibit 3. Ledger SheE:!ts, P-418 

PI ainU ffs ' L>:.i1ibi t 4 • THL trust aCCOW-. t re cords 

~ - l aint.i fl", ' l.:; .. h ibi 1.: 5. TIll; lrus t.. il CC -...J~ :-: l re ~~'l:- (:£ 

P lair~tiff!. I Lxhibit 6. Let. te r ag r !.:; e rrti;lnt, 3/7/79 

Flainti ffs' l~ xhiL i t. 7. Let. te r aglQi,JIr.ellt ext.en
sion, 5/22/79 

Plaintiffs' Exhibit 8. Analysis of Risk and 
Project. Re por t 

Plaint.i.ff ::: ' £):hibit. 9 . lN tt2..t' for Hr . Hewl.ett , 
. 6/22/80 

RONALD L. LUNSFORD 
COURT REPORTER 

TELEPHONE 623 ·3375 
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1 BE IT REMEMBERED that- pursuant to 'Ratiee of 

2 Taking Depoaition in the above-8tyled and numbered cause, 

3 

4 

5 

6 

7 

9 

10 

11 

12 

13 

14 

15 

16

1 

17 1 
18

1 
19 

I 20 

12l 
I 
j 

I 22 

1 23 
I 
1 24 

25 

the dep'.)si.tion of JAMES A. bRISCOE was taken upon oral 

eXiihdni;:ation at the law offices of Kenneth L. Allen, P.C., 

Suite 705, Transan~%ica Building, 177 North Church 

Avenue, in the City of l'ucson, County of Pima, State of 

Arizona, before me, Ronald L. Lunsford, a Notar.y Publlc 

JAMES A. BRISCOE, 

having been first duly sworn to tel .l t.IH' t J" llth , the wh bJ e 

fied as follows: 

EXAMINA'IIO!·i 

BY l<:R. AIJLEN; 

o Jilly would YOIl sta.te your nalhC for the record, 

please. 

A 

A 

Q 

A 

And do you mind if I cal l you Jim? 

l~O, plea8e do. 

What is yo\U' business a~dl'ess here in Tucson? 

4500 Eas t Spee dway I Sui t .e 14 . 

RONALD L. LUNSFORD 
COURT REPORTER 

TELEPHONE 623 ·3375 

1-' 

,I 
j 
i 

I. 
1· 
llli 
q\ 
I 



1 Q 

2 A 

3 o 

5 

What is your business I ocoupation or 'profession? 

Consult1nq geologist. 

And how long have you worked for or followed in 

4 dlG. t pn. f eE!'lior .. ? 

5 Geology? 

6 o Yes. 

7 A Since graduation from college, approximately-

8 l~l: ;" . 

. , 
" 9 

11 you], experience background, r Ol' th~ record, and what you 

12 nave 0061('; in various educational trainl.1g. 

13 A Wel l, r have a zsachel o r ',:, 0.1.0 l-la f- t.er'5 in 

15 four ye.:-, I: s world,h9 for .1\me.r iea!) Sr."- J, t-i]:g t?r. ;l Rsfi ning 

17 a pproximately t WI..) years 'wo r king f ox f. s lrtil ll exploration 

18 '::0r:.pany in (..ali f l.)rni a called Geo L'~ La Systerlls. I spent 

19 approJ'.irlla t.e.ly tw·:; yev'l-s wor.ki'19 for Q small company 

22 In 1!113 1 f,WrteJ. my own f .i.. r l il, fi r st as a sole 

23 

24 

25 

propr l.etor and then l.ncorpor ated at SOUtJ1Wdst Exploration 

Associates. 

o wnat y ear diu you s tart Lhuti 

RONALDL.LUNSFORD 
COURT REPORTER 

TELEPHONE 623 ,3375 
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1 ,A 1973. Well, that'. the year I went into buai-

2 n •••• a a consultant, and it. was later incorporated. 

3 

4 

5 

6 

7 

9 
i 

o Did you obtain a Bachelor's degree in '65? 

A No. A Bachelor's degree in '64; a Master of 

Science degree in • 67. I completdd all of roy c<.nu'se work 

by ~1e Sprinq of 1965, and then worked intermittently on 

completing my tilesis w~ile I was working full-time for 

10 I .... ! ·.l;.,{),.li,; l.S that co.cr6ct.7 

11 A That is correct. 

12 Q ~'as that unde r the Departl,:ent of Geology or 

13 ~chool of ~lnes, o r ~lat7 

14 I ' ... ;,. !; W'ldeJ:, 1 !:.; ,;:.l i G' ve , t.JH; L>epax:t.men t of Eartll 

17 regard to a heap leaching pl'O)ect in Cochise County right 

18 iI~ t .h a allJOst in the t owX':. ot Ton..us tone, and you are 

19 tamill.ar wi t.h tile propE.lrty or opera tioft known as the 

20 'Ion!bs tone Lxp lora tion , rne. 

21 I , y~s • 

22 1-'0z: a lil-tit.: his-tory a mi backgrowi.o , Jim, wha t 

23 kind of experience have you had, and let'. try to take it 

24 

25 

from the Bachelor's degree fvz-ward , okay, and I want to 

RONALD L. LUNSFORD 
COURT REPORTER 

TELEPHONE 623·3375 
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P 

1 

2 

3 

4 

5 

6 

7 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7 

what type of experience have you had in your profession 
with heap leaching? 

A Well --
Q I realize that is a broad qU6stion, but as best 

you (:c-.n, t.ry to cut it down, if necessary. 
A Heap leaching for precious metals is quite a 

new tecl~nique • Heap leach i ng for other.- things such ae 

Dlil il1S Ill}" tel~ure at. the Silverbell unit of the 
Av.erican Sme lting and Refining Company, I was fli.nd.liar 

\\T1 tl . thE: heap ls;;,.ching of corpor (; tt cOPf,eI: material, and 

31st~ at ~i~t o peraLion. 

(] \hc wa~ ? 

A I Wi!S. 

Q I realize that, but who wa s the rnt?tallurg i st? 

A Tha me tall urgists were 

{~ ;H.)t;.h1,;;r il.~ .llow's naJJ'6 who now is 

I 

Clerue:'lt Chase, and, well 'I 
deceased escapea me. ! 

I 
1 w .i 11 thin/ of it in i1 moment. 

\J That ' :;. all rlgh . 

Ii 51J verb0ll is scmewhRt. i wportant in that they 
were doing reaearch on liquid ion exchange and ammonia 
leachin'1 sys-ce.ns I although I abso! ute had no a :<.perience 

RONALD L. LUNSFORD 
COURT REPORTER 

TELEPHONE 623 ·3375 

I 

·i 
'1 
.j 
I 
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I· 
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I 

II 
'I; 
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1 In '67 I made field tripe to the Carlin Mine 

2 in Wyoming. !bey ware experimenting with some heap 

3 leaching , but it was ve ry experimental. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 I 

Q Was that ac:rain f or copper? 

A lU) • That was for gold. 

Q Okay. Go ahead. 

A But thAt was a very brief one-day trip. Aside 

.. 
. . '. 

\.! l r. IS?3 when you starteo. your own consulting 

practice -- in '73, right? 

A Right. 

:: Did you c:t t~ at time ha'",! any type of support 

st~ff I professional. s,,-pport. st>aff r thQt had experien ce 

15 in hea p leactd.ng in gen~ral besides wllat you have already 

16 

17 

18 

19 

! 20 
I 

! 21 
I 

I 
. 22 
! 
123 

! 24 

25 

tol~ me about your self? 

A No. Al though at that poin't. the only heap 

l~ach ing in ope.t:ation \oJ~ S ccp?er le,-.::h ing. 

Q In 1:"e9a%:0 to tilt; copper leaching at Silverbell 

and the fan-Ii liari ty obvious fr'''' ~G YC:',Jj- I.?d.:lca t ion I and r 

p.-:t::t of yow: studies, wo:.1ld it n'Jt, :r;e.Jding and under-

standing L~e principles of copper heap leaching? Am I 

overstating or understating that? 

j\ ;"'ell, the general chemistry of copper leaching 

RONALD L. LUNSFORD 
COURT REPORTER 

TEI..EPHONE 623,3375 
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1 1a very much what occurs in nature. 80 I would aay the 

2 answer to tha t 1s ye •• 

3 o I am r eal l y jU3 't t ry ing t o f i nd out the type 

4 of l~achi ng, coppe r leaching, tha t was going on at 8il ver 

5 bell tA'1.at you h ad aome e xperience with. WOuld tllat have 

6 been wi 'th the use of sulfuric acid on dumpll as opposed 

7 to wha t occurs i n undergro und mi nes ox something like 

8 t.hat: 

9 

10 but -;J<.we..rally ana silnply b y oxida t.lon of py r i t:.e. 

11 Q Whe n eithel: peIsona.lly or prof essionally did 
12 yo u fi rs t become acq uainted Witil Richard Hewlett? 

13 Prl...·b Cti.lly in 19 t: 4 OL . 165 r very r oughly . He was 

14 a profcs~or at the liniversJ.t:y of Arizona and I took a 

15 s ho! t eVt.ni r~~ course in compute r p ::::ogl:"nlT.-,ing from hit: •• 

16 Q Did you ever tak.e_ any co uxs e s f ronl h im i n the 

17 field of Ge~lo9Y or Metallurgy? 

18 A 

19 Q Did you at aon~ point in your life b~come 

20 proiesuiQn~lly associ~tcd ~~tll H~wl~ tt? 

21 

22 

23 

24 

25 

or stlall we s a y ' 71, a s S.lerx,!::l Hi :.(.'r,~l }l1.anaY'Gment.'s chief 

yeol09i~t and vice- pres ide nt. 

o Mr. Hewlett was the own~r o f that o r what? 

That' s not; qUJ te CQrrec \:. !-It:! was o r.a o f the 

RONALDL,LUNSFORD 
COURT REPORTER 

TELEPHONE 623 ·3375 
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1 owners. He wa. pr •• ident. 

2 0 Tha t was Sierra, right? 

3 A l~ ght. 

4 Q And you were chief geologl.st? 

5 A Vice-president and chief geologist. 

6 0 And did that professional relationship continue 

7 trolr. that point of • ~}O forward, or was it broken by 

8 ~l!-l "")t.h.er JC~tter'; What! really wc.nt to do is trace your 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

i 19 

1 20 
I 
I 
I 

I 21 

22 

23 
I 
124 
I ' 

125 
I 

it yo lJ \vould. 

A Wt:.i.l , ti;~re WQ S a \,c;tl:~ety o f problems with 

Sl.erra gineral t>-1anagen1CIlts and its success or, well, its 

s uboperation whidl included Seventy-One Minerals. I was 

instt umantal i n br i ngi ns a pretty substantial mine into 

:U: ·.~ ..i 'Ll.on a nd j()l.n'~ v~n t. \.:..rQ \>'iti: placer developD.ent. I 

tla! f L'ra , lHO b e c.:luse of the various !inencial and other 

probloms of the cOlnpall'y, 1 decided to submit my resi<J1la-

tion and go in t o cons ul ting wor k on my own in '73. 

, 7 " 
, \. 

Q Okay. ~O\l were p rofessi0nally ' r n lsted from 

t.c ' 7 :J l.n tile Sie rra - - 'A'ha i: 1-5 the name of it again? 

A Actually 1 t was probably the summer of • 73. 

I would h ave to check n'y records to be! precise. 

Q So you and 1 un" erstanc.l each other, Jim, I 

RONALDL.LUNSFORD 
COURT REPORTER 

TELEPHONE 623·3375 

I I 
: I, I 

'.'1 I 
'i'l 
! 
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I 

I 

I 
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1 think Jay underatanda 1M, but I am not tryin9 to bold you 

2 to da tea • Gi va ua your bes t recollection. We are not 

3 worried too much About that. 

4 A Actually let me add a little bit on that. At 

5 blat point in time Schloss and Dwight Lee were investors 

6 in Sierra Mineral Management and Seventy-One Minerals 

7 And possibly othel' th i ngs bec8us~ 1 was not awal"e of who 

11 Because of some o f the problems with Sierra and their 

12 operations and Pl.~Obably in part be ·~ ause of my performance, 

13 they invit~iJ. !t\(.; t() gu t <.l ~0.rk fer tit''::W in a group wh i ch 

14 ~6S ~al ' ~d Shorax. 

15 I work€d fer tr: ~ ~r. fo :r: s ·~ "t;, r81 months at t~hich 

17 into risky mineral explorat.ion and we then terminated the 

18 curd.:x'act that I had negotia t ed wit.h thalo. At that point 

19 1 actut~ lly want into cons ulti ng on my own . 

20 ;-)0 sornetilfl<? a'Jr-i Ill] :.:he i~"; iod yo u were wi t h 

22 Righ t . 

23 :tau were llWdre they were investors in some of 

24 Sierra ,' s v\!ntures? 

25 A Yea. 

RONALD L. LUNSFORD 
COURT REPORTER 
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1 Q This seventy-One Minerals operation or organiza-

2 tion, Jim, did they not have some involvement with the 

3 Tombstone area tha t is now known o r bei ng run by TOmbstone 

4 Explor ation , I ncoX'porated? 

5 A Yes , indeed they did . 

6 Q ~.Y wer e on that parti cular property for some 

7 per iod of t i me i n the t70s, were they no t? 

8 Ye~o:, si.r. 1: pel.Gon~~lly, vmile a n employee of 

10 v<?:<JLJ~ a e to ~'ho ! h'Ci$ r eall y eilip lo ~ I.:d by , had nothing to 

11 do wit:h the Tombstone proje c t ; ho ... .rG v~ r I I we nt into con-

12 sultiny and d i d do some consul t ing wor k o n the project 

13 geulog i cMl ly . 

14 0 Th a t i.8 rea ,l ly my nl!.lit que :,. tion. 

15 A~ an eurp l (»-:ee of S .. ~:.r! .. ,,:t r- • 5ev c::: n .'C.~' ~ One Mi ne r al .... .( 

16 d ii:':. yo)., have any respons i~ilities for t ,bat pro j ect tha t 

17 y ou now c a ll t he '.::'ombstone Ext>lorat.i on pr ojec t ? 

i 18 A Not as an e.mployee. 

1 19 Q But a fter your tSl'Hli ni:i tior. with Sie rra , d i d you 

I 20 h a ve ~ .. )roe l,o nsul t.L1g wCl-k Le for~: 'i-'l>.' J,J£:; tOlll:'" r~ ;"'i?lor ation 
1 
, 2 1 
! 'JI..! \. ... i v- t. ,'edt 

22 

23 

, 24 
I 

125 
I I . 

A Ye s-

U Al l righ t . Now, le t me go back one step. 

The operation o r mine tl .. ,? t yo u Qroug~ t into 

fruit ion and t.hat you tol d me abou t; e 41r l ier, whe r e was 
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1 that if it is not confidential? Is that an Ari.ona opera 

2 tion? 

3 A No, it is in northern Nevada and it is now 

4 know;r .. as t..~e l-1aOermitt Mine and i s probably one of the 

5 larger mercury produci ng mines in the Americas. Possibly 

6 the largest with the exception of the one in Spain which 

7 is probably the world's largest . 

8 ':'0 y ou!" kno,.;- l !'! dgc did Torr. Sch loss and Dwight 

10 

11 A Yes. They were investors. 

12 o How abo ut Hewlett, did he have any involvement 

14 As part. OWI;G; J: of. Sierra oX' Seventy-One Minerals I 

15 he hac a substantial in~ ~'~st . 

16 Was it cal l eo some~ling e lse during the time 

17 you were bringin9 it into ftuition,> 

18 No. The mine f you mean, ti:H~ Cordero z.rune. 

19 Q Okay . Hhen I tl'lell, appro.x.ima t.e dates, did yo u 

20 firs t me~ t Schlo :..' s and/or Lee~ 

.i \-ro u l a say .1. t. was proba~ly 19,/1. 

o That'. close enough. 

?rior to )'"'-hU· coasul ting f01:: theDI on possible 

25 preci()u!l metal leachi:"! g recovery from the dwnp during 
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1 those months -- a short period of time and not a month, 

2 but between the period of time when you resigned from 

3 Sierra and went to work for yourself, before that time, 

4 

5 

did you have occasion to consultor make reconune:ndations 

to Schloss and/or Lee as an employee or Sierra? If that's 

6 not quite clear I will t ry to clear it up for you. 

7 

8 

9 ",., ", 
• t ' •• 

Coule. you r~peat it again? 

Ckll.~i. Hl'la t 1 Em tryinc; t o filid vl. t , ;alT. , did 

. , 
v ... 

i . 
I 
I 

10 ti~'n ~i pr~)peLt.ies 01' pl<o je t.s fc" Lh~ purpose of inform- i , 

11 

12 

13 

14 

16 

17 

20 

21 

22 

23 

24 

25 

ing them to possibly get them to invest in such a project 

durir19 your time with Sierra? 

A Yes. 

u .. : i u YO'll do u,~t or. beha l ! o f Sierra or yourself 

A No. It was Ol~ betlal f of £.l.erra. 

Q Would it be from your pX'ofessional experience 

to w1 tne~ ~ Lhe geologi~al aspects OL ~~is project o r 

proper y that you made Iecolrmendatio l1S or made presenta-

tic ns -':.0 Scb. lost:. or Leej' 

J.. Yes, 1 wvu l u s ay ~O . 

was tha~ invclvins that particular mine, that 

Cordero I which is now called the ":cDermi tt7 

A Yes. 

Any others r 0 sain while } 0 1.; \~e're an cr..ployee of I 
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1 Sierra? 

2 

3 

4 

5 

6 

7 

8 

9 1 

10 

11 

12 

13 

14 

15 

16 

17 

, 18 
! 

1

19 

1
20 

I 
I 21 

i 22 

123 
I 
124 
I 
1 

1

25 

I 

I 

A Not that I recall. 

Q Jim, would you charactarize based on your knowl-

edge and experience what type o f person or professional 

or whatever that Tom Schloss was in your mind durin9 that 

period of time you were acquainted with him as an employee 

of Sierra? If you could put a label on him and maybe you 

me. 

Q O" ay. You have t o l ..:! me ear lier i n your testi-

mony that h e was a n investor , okay . 1 guess that would 

be one label you coulct put on somebody. What I am real ly 

loc''\. l ! S .st., W!W "C J i d }'Jl,;. ... v~~£~.der !~:..m c.lu rins the period 

tJerson o r pX'ofeseional or businessman? 

A ~'1ell, abo ·J. t t h e only thi;) ; . or way I can charac-

teri;~e tha \., is what he tol d me ~ a21 (./ what he t o ld me was 

st<:Jcks, cC.1~I .ooi t.1.es , ar • .:l ve nture::"- ';'1.p1 t.al , a.r~d so he was 

a soph ist·~catea i n\,,~ J<; tor I broi~~). , I ;.-"iser of venture 

capital funds. 

o A9ain limiting yourself to the illi tial period 

v I your r (:lat.i or.:shij? \d t..1 h iI:' , die. yo;.;;. believe him to 
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1 have expertise in mininq ventures or ainin9, and let'. use 

2 the broad term mining of any kind? 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

A No, not beyond his farniliari ty with the various 

pro jec ts he had invested in for Hewlett which substantiall 

preda ted n!y tenure with the company. 

o 'I'O your knowledge had at. that point in time 

go ahead. 

ment. 

Q To your kIlowledge a t that time, again in the 

peri od Wh ile yo u \~ere with Sier:ta" h ad Mr. Schloss had 
! 14 inves t-i 
I 
I 
I 

15
1 

16 I 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A No., 

So just to keep th i s cle .... r iI. my mind, Jim, 

during Ow time you di d consulting for 'rom Sch l oss and 

I)''''ight Le e " 'N'hat. l ilonths are we tal}d. ng about? 

tions.hip . 

Q 

A 

Q 

Fj ret f let rre clarify the relationship . It was 

Okay. 

Four to six months ~ 

All right. Thank you f o:c c l arifying that. 

RONALDL.LUNSFORD 
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1 There was a period, then, of four to .Lx months, at ~ea.t 

2 in your own mind, you considered yourself -- you were not 

3 holding yourself out as a consultant , but ~~at happened 

4 a fter your termina t.ion ar~d after the employment with 

5 Schloss ana Lee; is that correct? 

6 

7 

A 

Q 

COrrect. 

During that period of time, what were you doing 

8 f yr c.'1~ ;r fro ~:' a 14.in i ng ~ ta:1dpo .!.nt C.) ~ geologi ca l s tand-

10 A I was pri marily g a ~her1ngl.nforrnation for what 

11 I t hough t would be a ~anin9ful way to invest in the 

12 mine:-al !)u~ inesg. 

13 Did you make any tYi?$ o f VJl:i. tteu presantati on 

15 c ;; .. lu 0() G T \'}i'.la.t. purpose you cculc ,~ l've ae an employee 

16 10 r: t.h.l$!ffi ( 

17 

18 

A ~o t to my recol l ection. 

uid yo u h ave ora l di8cus~ :.ons about, say, the 

19 

1 20 
I 
I 
I 

paraA.~~. terH or ph i ":" osophy ~f b.:l:.dc .... ~ :'.l (,'h at ~ioU said, 

] 00 1n 9 for mea.n ingful me ti'iOUS of inwas ting .in t.~e mining 

I 21 

122 
123 
I 
1 24 

I 25 

I 

.;. v~a ll , qui te frankly I can' t remember specifi-

cally. It is posaible. 

Q Did YOll in fact look a t and examine in your 

profess ':' 011<41 capa~i tj pr~)pa ;.: t 1.6S with the phi losophy in 

RONALDL.LUNSFORD 
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1 mind that you have already told U8 about on behalf of the 
2 A Why don't you clarify which philosophy you are 
3 talk i.ng abo ut • 

4 Q Okay. The philosophy o f assistinq thee in find-

5 ing nlOAningful way. to invtlst, and I am not going to say 
6 indus try, but meaning basically what you told me and maybe 
7 1 mis unders toou. 

8 A 

10 : ~c..uF.;. lt'2 ndation and what potential Frofits might accrue, 

11 and lnakl.ll9 budgets for a nv;aningful program. 

12 Q Did ~le three of you in l ate 1972 form a compan 
13 til f er. basi-cally t..'1e purpose you t.O l~:.. r~ about . at you 

15 A Yeti. That was Shorex . 

16 Shorex. 

17 1 have a report that was given to me that pur-
18 ports to be SOIllet..~in9 you pre; parec. 

1

19 

! 20 

A ! don' t frJink it i~. 

Q Tn esa were toe bi. to If~~: € c \:·pies ~ but may!:;.c I I 
: 21 

22 brown leather-type book l e ts anti t.led on the first page 

23 a nd sQcond page, Professional - Mineral Exploration 
I 24 

25 

Pro<;ram, vJestern North Anlerica, November, 1979. I am 

looklng carefully to ::>th: if I Gee cl ~ ignature, 
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2 

A 

Q 

19 

November, 1979, I don't think that is correct. 

If I Baid '79, I am sorry. '72. Would you 

3 look at tha.t? 

4 

5 

A ·:tas. I believe that. to w ru"i rejz>o:ct. 
, 

Now, af.ter that four to six months, we already 

6 know you went into consulting on your own behalf and 

7 hav~ done that up throu9h and inqluding the present day, 

8 

Okay. Wnen bestwesn the ti.!l b -- s o metime in '75, 

11 and I aIr. assUIi."ling that you ended yow: employment with 

12 SC~lloss and Lee, when did you next professionally come 

13 i nt.c con t CJ ct wi til them, Jim? 

14 A It wa~ probabli July o f '7 S , I be l ieve. 

15 'Q All r igh t . l~n\l\ t i f' .( Ci.:.n ),8~p Il.1y cas t of 

16 cll.a ract en. he r E': s t..r a i gl: t . 

17 ~"hen af'lt:r your terulina.tion from Sierra was the 

18 n€:X't. t ime pl.'ofessivnally you lJecave in contact with Mr. 

19 Hewlett? 

20 1. believe thaL i t was i.; til e spring of '73. 

21 

22 A He r equested I make a trip to Mexico to examine 

23 a silver mine for hiro. 

24 Q 

25 

Did you do BO? 

Yes, 1 diu. 
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1 Q Did you have any further involvement with that 

2 silver mine? 

3 

4 

5 

6 

7 

A No . 

Q At the point in time of your resignation from 

Sierra, I am not maybe asking it the best way I can, 

were there any bad fee l ings from a professional stand

point bet.ween yourself and Mr. Hewlett when -- I don' t 

10 0: you p t'f Jf(!ssiCin~"l ly ng a r esul t . o r y~ur resignation or 

11 

12 

13 

14 

15 

16 

17 

! 18 
! 

19 

20 

21 

22 

23 

24 

25 

prior thereto that brought the resignation about? 

A No, I don't thi nk so. 

Q \"/ere YO '.l fami ~ iar, '::irn, with what act.ivities or 

Pl"Oce -' ureft l-".!X. H('";de tt ha.d followo Cl in Seveti ty-One 

1-1i ne r!~. ls operatio""; down at ~'oIr..b~tcn '? 

A No. No , 1 wasn't. 

Q Do you have any knowledgs of what type of pro-

ceasing he was or may h~ve use d or been involved with on 

that property with Seventy-Ont~ Minerals? 

A Only from a very pa.i:".sive a nd second- hano way. 

Q ~!L'teVGr way, C:.ic y.) u bf"coroo a.ware at any time 

prior to the first part of ' 79 as to what type of pro

cesses, and more specifioally, in ~~e way of leaching 

tha t Hr. Hewlett may haVE; employed at the Seventy-One 

Ninere.ls operation in '1'0 rnh s tone 1 
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2 

3 

4 

5 

6 

7 

8 

9 

10-

11 

12 

21 

A Yes. I did beco. aware of those. 

Q Did you, again prior to January, and let's say 

January 1st of 1979, were you aware of a prooess called 

induced percolation 8yst~m? 

A Well, he con tacted me in November or early 

D&cember, and possibly it was mid-December of 1978, and 

described the processe~ he was workin9 on . 

Q 

A Yes . 

All righ t . So let IIiI? try to keep this in 

13 cl .. rON; . 0-:'; i cal cr6~.r. 

14 hi 'ter t! le s pr<:.. ng 0 f '7 '3 a!lG after liewlett asked 

15 yO\l to se~ the s ilve r mine a nr.i you w.eut and s aw that in 

16 a v ro!e~&ional cbpac i ty . did y - u ~ ~ ;e a professional 

17 contact wi th Hewlett d\u inCij t ha t period of time up until 

2 1 

22 

23 

24 

25 

t..lJe contact he had wi th you i n November- Deoember of • 781 

for h i m on a consulti ng b asis doing nlapping in the state 

Q Let me atop yo u t i gh t t..~erE~ . By t..1)e state of 

Maine, that is • designation of an area in Cochise County 

in the Tombstone area; is t hat cOI."rect? 

A Yes. 
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1 Q Go ah •• d. I am .orry I interrupted you and I 
2 apologi ze • 

3 A Thatts all right. I submitted to him a tinal 
4 geological report on that. 

5 

6 

7 

9 

10 

11 

SiL, 

Q 

A 

Q 

I 

Q 

When would that h a ve been approximately? 

October of I 73. 

Any other profossional contact ~li th him other 

tJ ewltat t again until he contacted me. 

Now, what was your professional opinion of 

12 Hewlett, s ay, in 19741 

13 A ~lliy dar- 't you be more specific? You mean my 

14 opinio ;~ as t v his profess iona l capabilities ? 

15 

16 

I 17 

118 I i) 
I 20 
I 

I 21 
I 

22 

23 

! 24 
I 

I 25 

Q That's right. That's exac tJy W:H t t I mean. 

In 

A '741 

Q That would be aft~r youx last contact with him 
until '76 . 

A Hell, Dick had various degrees. One was in 

Ph~:' . i n r;r; j ir.1I3ering or C~oloSic.:ll Sngincering, but 

wi thout his, I g 'llass , language requirement that he lacked, 

but 1 felt he \'.' a:a an out~tanding geologist as well as' 

engineer. He was particularly brigh t and capable in the 
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1 field of ore reserve estimation. 

2 I did not feel he was good nor confident in 

3 the field of ore as a geologist. On the other hand, I 

4 felt -- I don't think he ever purported to be. So I 

5 guess that would be a quick summary. 

6 Q Did you have any opinions professionally about 

7 his profe~sional ability again in '741 

8 

9 

10 

11 

12 

13 , 

I 
14 : I 

I 

15 I 

16 

A t';E:'11, t.:1€ c ~ .r r i c ul \.l ;t : at t.:w University of 

Arizcna where Dick did part of his studies and at the 

Colorado School of Mines where I believe he obtained a 

degrE:e which included ME'- tall~r9Y, T don 't thi nk I eve-x-

j, nVE! S ti g o ted ~d s b ack gl: ~ '~.J.n ~" J b u t h~ w a s no t -- not to my 

kn (J1.o/ J~dge c. J!)(; t al1urgist. 

Q Okay, Jim. If my informat.ion is correct, on 

17 March 7th, 1979, you and/ o r your SO '.lth~'lest Exploration 

18 i Associates, Inc., e n tered into a letteI" agreement with 

19- I Tom Schloss and Dwight Lee ill rega r.d t..o prOf~rties in the 

: 21 

I 22 
I 

I 23 
I 
1 24 
i 

25 

Q A bro ad stata;oen t. 

A Yes. 

Q Now, you have alraady "t.olj De that in November 

or De cember of '7f; , Mr. Hewl;lt. t- cont act3d you directly, 

RONALDL.LUNSFORD 
COURT REPORTER 

TELEPHONE 623·3375 

I 



!. 

P 
I 
I 

24 

1 I mean, made contact with you, correct? 

2 A Yes. 

3 Q Prior to that contact, again if I recall your 

4 tes t imony c o r r ectly , you had made professional contacts 

5 with Schloss a nd Lee in the sumrr~r of '78, right? 

6 A Yes, that's correct. 

7 Q And that cont act was 1n regard , i n a general 

8 r. t, Lure, why did y o u contac t them or w:lat was the purpose? 

9 ~ e ll, , . l' t ' ! rcug'n ~ 011lC r..:.} .. p ox " ", hll 

10 C ' l l1g , v· .. ~ locateo what ....,e felt to be a significa n t al tera-

11 tion zone ~~ at probably indicated a substantial porphryx 

12 mo l ybde num depos! t. l'Je had an opportunity to 9&in a land 

13 posi tion over there whi ch I felt coulc have bee n ve ry 

14 val ua.ble. .so 1 talk.ed with him to see whet.her they were 

15 interested in investing. 

16 

20 

21 

Q Tha t wo uld h ave be en approxiro.a te l l' fi va years, 

unless I missed something here, that you had not profes

sionally had contac t with Schloss a.nd Lee? 

A That' s correct . 

Q Th c:, t's, of co urs~ , th e. fiv(; year~. f:in:;t five 

:r '.::: I:H~. of. yOL'.l: cons ul ting. OIl your o~'n bohalf through ycur 

22 own company o r through your sole p r o p r ietorsh ip. 

23 During that five-year period of time, Jim, 

24 wha t would you, aga i.n if yo u can l abel it -.- l a~)e l your 

25 act.ivities , I mean, co:\sul t ing geologis t, end I under-
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1 stand what they do, but did you a180 try to obtain pro-

2 per ties or interest in properties, and I really don't 

3 like the word, but poss 5 bly promote joint ventures with 

4 tlHHH an~ with c.t1ler peorlE during Ulat five-year period 

5 o f t.ime? 

6 A No. Most of my activities were specifically 

7 for clients wi thout l\ ratained inttrest. 

8 \.1 

9 } '. : t::: : j:... ti. a :: ~ f l' :. r r: te. "C I.! ,-02::-. l I' 

10 A 

11 Q Di d you a t any time during til a t five y e ars trom 

12 the etart ins; of your cons ul ting unti"L contacting Schloss 

13 aI .I} Lee I d.6. yo u obt.a i n any propr i \"'o t.t!"!]' inten!b t.v in any 

15 P. W~ll, 1 f orget ~le exact d a te, but I believe 1 

16 dia h a ve " proprietar y inte~€:st i n all·:! proper ty in 1974. 

17 Q So two things I wa~. t to 'Je t. struil)ht for the 

18 recorci . \';llen we s ay "p:-eci<.lu .\· " an¢; \"'c have been saying 

19 that back and forth, wha t do you Il\(!an by that wl!en you 

20 ee;, pre ,::iu us Ill!.: t.al1 

21 

22 

23 
I 
1 24 

25 

. '\ 1 tj, U..K pr in!a r .l..ly go lei iind s Ll ve r • 

An d when 1I.'(;: talk atJ0ut c:l ~roprieta :-y i. nt.erest, 

what is yo ur meaning of that when I say proprietary 

intereHt, s o I know what you msan? 

A I I.)-vm n:iIlins claims ()l~ otho:...· :d.9h ta to minera l 
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1 deposita. 

2 Q Not necessarily in entirety, but it could be a 
3 ?ercente.ge int.a:.:rest; i s that fa ir? 

4 

5 

6 

7 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

A Yes. 

Q Did the property or potential property interest 

that you contacted Schloss and Lee about, did t..~at develo 

into frui tion and/or anything of that nature where a deal 

j. 

~ Di.d you have any occ asion at that time in the: 

SUIr.ni(:X of t 78 to discuss this Tcr,lbs i.:one property or pro-

ject? 

A No, I did not. 

wi t r. tilat pr'ope:::- ty that was now b e ing ope:t'a tee by ToJnb-

s ·tc:>ne Exp loration, I nc. ? 

Hell, I dOE! ' t th i. nk 1 eVt:1n set, foo t. in TorrJ..s ton 

l:...'1.til pl'cb~"lL, ly DecernbE"x of 1 9 -- 1 ~(' 1 I a n: sor.ry. January 
20 (.i 1~·79. 

21 J.r, li w: a t. Wt;;(i.: t11e cirCUlns t a nc(' s surro~nding you 
i 22 

23 

24 

25 

sE:t'C.ing toOt in the Tombs tone- area at tha t time, January 
of t 79? 

A I think it was a fie ld trip with Dick Hewlett 

t .e. look over the situc:t ion down there. 
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o Let me go back, then, to Hewlett'. contact vi th 

you in November-December of '78. 

What were the circumstances surrounding why he 
c <.n t ac t ed you? 

A We ll, actual l y his ex-wife first talked with ne 
and said that -- or reviewe d &om~ of the things that Dick 

7 had been involved with over the l ast several years since 

10 abi li ties an,j though t tl1at l~e had sor:L6 good idea~ and 

11 t.:'.v-t j t- would be worthwhile that we rr.igh t be able to get 
12 together, and these were professio~al ideas. Sh£ WGS 

13 c U . .riO'\.AJ- ~ tD whether I ~'0uld talk. wi th him ':->r meet .,..-1 th 
14 ; .. J ~. .. 

15 Q 

16 aid 1 ani not. t:rying to/ bu t l(~t ' s go b.; ck , :1 E~ U?pOSe, 

17 to where you think you should have gotten an i n terest in 
18 thE propert.: t ha t you we r E; involved with back in the 
19 early t 70s{ I believe iG t he time, ri~ht ? 

1

20 

I 21 
I 

22 

23 

1\ Hi ght. 

{) [ ·1.1 you ~ t any tl.nte feel tha t you didn It gf:t 

th flt bec(;.use o f something Hewlett did ei t:ter t o you per-
so~ally or to the project? 

A That Hewlett did personally? 

Q '.I'h :~ t h e. <.lid t c the prc> j~ct or to you th a t cut 
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1 you out, and I ques8 I really don't know how to put it. 

2 A No. That is a great overa1mplification of 

3 qui te a nt.unbe r of c omple x interacting factors and I don It 

4 thirty. there i s any spe cific th i ng that he did. 

5 

6 

7 

Q The reason I asked 1s just what you told me 

about h i s wi f e seemed like, and I a m kind of phllosoph iz-

i ng here I but i t . s e e me d t h at you in y our business became 

8 fa i:r: 1 y 5\.!CceC'~ f1.~l artS s~ ~ was try inc; to open the Cloor of 

10 a ted r chara(:t.el: i za tior.? 

11 

12 

13 

14 

15 

16 

17 

18 

1

19 

1

20 

I 21 

22 

23 

A Yes. 

Q As3 ,-,ming you s a i d f ine , then h e c o ntacted you? 

A T!la t ' 5 essen tiall:' ct)rr.~ c t . 

'J 

t ,l) hi !'l' 

l\ No, she was not. 

Q Okay . Hi s ex- wi fe contactl~d you and t hen he 

r:on tac ted you, and after t~at initial coHtaC'lt. by him t 

Waf': there anyt!: ing brough t up by h i m ('t~lo ut th~.s area. t h at 

'NO have now bee n ca:.lin~~ the To~lbst.on ,." Proj ect? 

o Before we qet into his i de as -- we l l, mayb€ 

24 those projects or ~reAS we re pa r t of h is ideas , were they ? 

25 A Yes , 
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1 o Did he represent to you at that time that he 

2 had any interest, proprietary interest, in the Tombstone 

3 area? 

4 A \'Jell, could you go ti"l.rough that quc:stion one 

5 DlO re time? 

6 Did he indicate to you at that time when he 

7 cc n tacu;,6 you. t h at he had any k ind of proprietary interest, 

8 wh d l I ~~6n ~} yo ur d6 f ._ni~1on, owne~shi~ or claims of 

10 

11 

12 

13 

14 

15 

16 

17 

I 18 
I 

1

19 

1 20 

!2l 
I 22 . 

23 

i 24 
I 

1

25 

A No. 

Q Did he indicate or advise you that he could 

ob tain s uc;\ an interest? 

i\ YI2 : • 

Q '1't"l ll Ine' wh at h~ told y o u a':.()ut the 'l'omhston'? 

A He was on good ternls, he felt., wi th the owners 

of tl. c 'l'<)[l'bst0ne basin, and E.pc- ,~ifical1y th p Tombstone 

Develop 1. I~ nt CClr:poration, ar • .:! that. he ..... :as t.."I c only person 

b'. lit h :.s.d e ver bee a ahlf: tc' negotiate a packa\j~ eLlal wit.la 

Q Anc when he told you about the 'I'on-ibstone basin 

and 'I'Ombston& Development, did you because of your 

e ~ ,.}eri.:: '(', '::<3 and knowledge of the indUE. t.ry and th~ area, 

kno,.,. what he meant? 
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A Yes. 

Q At least in general? 

A ~es . 

I - Okay . wbat was his i dea L'1at he expressed to ... 

you in regard to that area? 

A His ideas regardinq what? 

Q We l l , maybe you have already tolc1 me. He felt 

';;' Was the idea he had that it might be something 

that yo u couJ.d a nd he cOuld be involved in and ob tain Bome 

A X\.?s. 

D.id tha t area interest you a t ~'1a t time , Jim? 

A The 'l'Ollli;s tUm- area 'j' 

y(~S • 

SP..:' C'·ir:-.. ,": \i.' ~:.:'k in 1973 , 1 w0ul <.l chara..:tr-;r ize t ne Tombs tone 

D.i.str ic t co tnajor mi ning Lli strict having poten tial for 

millions of ovllar5 of metals . 

Q Would that incl ucla, in your opinion and based 

Qn r(")UI knvwlc.dge and experience, prec ious 1Il8tals? 
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A Yes. 1 

2 Q Did you and Dick Hewlett at that time arrive at 

3 any k.ind of agreement between the two of you as to that 

4 iuea, or pursui ng tha. t. idea? 

5 A No. He said that he would write a proposal to 

6 me regarding hia ideas on Tombstone as well as otilcr area 

7 in which I paid him a consul tine;' fe e. 

8 

9 

Hi':. a l C'.id he pl' ~rJar ~ for you? 

10 oi t he C'LIH : r oi& tr ict£ t.~at he !lad. ideas r €garding. 

11 

12 

13 

14 

15 

16 

Q 

A 

Do you recall what type of f orm that was in? 

It was in a ring binder, l oose lea f . 

Q Was he operating und~r the nruna o f Hswlett 

A Qili te frankly I 101 . ' t ru~al.l specifically. 

17 lTl(;> :r: t," 01 " Hewlett Confl,ulting. 1I 

18 Q And was :16 a t . t.ha t t.iffif.:: l i ving in Sparks ; 

20 A 

121 
22 \y iJ ~: ! '· t : ' .. ..,: wa~ done for you tb a t yo u pai d hi :l tl\..; CO£)-

23 suIting fee? 

I 

1 24 
I 

A r know that 1 W~5 -- I had a c(.>nversation with 

25 
I 

him in Spa rks nea r Chr~s t:.nu:I.S tim..' wi1en I \Olas in southern 
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1 Nevada, 80 I would say that it must have been after the 

2 first of the year in 1979, I believe. 

3 Q 'Ihen did you subsequent to his report on the 

4 'l.'ofl'hstone area· to l'ou tha. t you paid for, did you Jnake any 

5 

6 

7 

8 

11 

12 

13 

14 

15 

16 

type of presentation of that project to Schloss and Lee? 

A No t initially. 

Wno did, if anybody? 

I hbve got ahC!ld o f llll'self a little bit, Jim. 

As a t'esult of th is repor t by l1ewlett to you, 

dio you p roceed t o obt.aJ.n or try te o l t.ain an i nterest 

J~ Yos. I !';:lirJ';. Vl~ ent.e :r ~d int'."' negotiati ons for 

o And who were you nesotia LinC;:lii t.h? 

A The Tombs tone ;)~ veloprne rJ t COt ipar,y . 

A I wo uld S USPE.' ct that was proba bly in Februp.ry 

1 21 1 .::-1" ' -I ) . 
I 
. 22 Q And did you do tl1at. to'J (J tt ~ ~r wi th Mr. HeWlett; 

23 in oth~r wor~ , were you and he negotiatin9 with the 

. 24 

I 25 I 

I I 

owners or just you: 

A Ee was n0 9.;)Uat.ing as -- we:t.l , in our behalf, 
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1 ahall W8 .ay, because at that pOint I believe that w. had 
2 agreed to form some type of operating entity. 
3 o Let ' s discuss, if we can, what yo u and Hewlett 
4 dgr~~d to do, anQ if th~re is anythin9 in writing I would 
5 

6 

7 

9 

lik.e to k.now about it in regard to obtaining a proprieta 
interest in the 'l'ombstone Project, in other words, had 

you made al1 agreement with each other whether it be oral 

10 ru:-,;:t.;. l l ur ~l.c a1. ideas t..r" a t. he was gener.::..ting at that point, 
11 a!H3. I bel i eve our agreement was t o pursue those met!lllur-
12 9ica1 ~deas as they might pertain to specific districts 
13 that he h" d writ.ten reports on. 

14 Pic YOu ano M.r. Hewl ett. agree to obtair; an 

15 inu;l:e ::.t , whltt.ever it might bElt i n the Tombstone area 
16 at any t;j.r.~1' 

17 A Repeat that for Ute. 

18 ! Sw::e e At some point in tintS I helieve, if my 

19 info.s:mation is c,:'rr 6ct, ~ ou or a CO T'.'!pany that YCiU are a 
20 part of (:b t,d. nec ,'. leEli>e frcio, 'l ombstone Developn;ent 

I 22 A ~es, that's correct. I 
I 23 
I 
1 24 

o On the area of property that we are talkinq 

About , and at some point prior to that, cid you and Mr. 
25 Hewl~t :.. enter into an asreememt as to -- that the two of 
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1 you in some form of entity would obtain an inter.at in 

2 the Tombstone Development Company properties? 

3 

4 

5 

A 

Q 

Yos .. 

h'ba1 w",S tha 'l arrangcU'lant o r I1lqr eement? 

Vie 1 1, tho arr angemell t as I recall was Uo'lder the 

6 auspices of the enti t y we set up which I be l ieve wa s SEl~ 

7 liydromet I Inco r porated. It was s imply that we would 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1

19 

i 20 
I 
I 
I 21 
I 

22 

23 

! 24 
I 
! 
I 25 
I 

ston~ a s wull as ot.hur <l r a~..i , thai:. he had COlT.e up OWl-th. 

Q lu;e yo \.1 famil i ar with. a company calleu Aus t i n? 

A }!ea . 

Q \Vhat iB tiw full nan'e o f t hat c.ompany7 

r s th(. A'll E lir~ -- I '",' ~ 11 e.horten it to Aue Un 

A Qui te franKly 1 wO\l J.d have to go o ack to the 

records to roMe sure . 

~ I Inai' be ';Nrc,nc; abou t. tb .l. S, and you CAH tell 

that 1. t.ca.ke de.posi t.Lona kind of c:.asually I but. what I have 

RONALDL. LUNSFORD 
COURT REPORTER 

TE1..EPHONE 623 ·3375 

I 

I I 
I 'I 
1,1 

! 

I . 

, 
II 

, l 
I 



35 

1 been able to glean out of a lot of records is SEA Hydro-

2 met was established to run the operation and to be the 

3 ruanageu.ent portion of r unning the operation do wn at 

4 'J.'ombstone. I may be wrong abou t t ha t, bt.l t I think the 

5 Austin Company was the company that I think partic~pateJ 

6 

7 

16 

17 

1 18 ' 
I I 
~ , 
1 19 

I 

1
20 

I 
I 21 

22 

23 

24 

I 25 

in a lease wi th the Tombs tone Development Company, and 

a gain 1 a m not trying to s t i ck you witil thi s --

" a ' 

e xp loi. t Bewlet tIs r,)t:'t a ll ~~' g i ';:<:.01 iae i;} s r e~ c.r.ji n g leach i n g 

a r,d, liquid metallurgica l tt~ch niques , hence the name Hydro 

met, and the purpose was to f o r m consult ing s er vices tor 

& v~rieLy of c lients in di ff e ront a~ea5 . 

U Die. you i.'. wh ;;.:~e \.'er ;,:,n t i t y C1: capa ci t y u1 t i-

ma, tEll Y ob t ai ~'; a l ease f r c;n '1'o n106 t o m ·; f)ev~loplTl~nt Cr)lr~J? a!. lY '( 

A Yes . 

Q Do you have a copy of ~~ at l e ase with you by 

any c.~ "lnce? 

A No , no ~ wjtn roe . 

Explora t i o n a nd Torn Sch loss . 

~ Do you know when ti~a t lease was entered i nto 

approxi rna ta 1 y? 

I t: was probab ly mi d-March of '79, b u t I don' t 
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know exactly. 

Q Subsequent tc the letter agreement between SEll. 

and ljriscoo and. So141ol;, f. and Le~, ",'hleh is dated March 7th 

-7 9 

A I don't remember which preceded which. 

Q Prior to Har.::h 7 I 1 979 , was ~lx·. Uew1ett.. employe 

by SEh ar!d Douthw~st Exploration , Inc., in any wapaci.ty ? 

~ Yes, h~ ~ a~. 

Q Ar .. d did he :i;; fa ·::: t make a pr,~-posal to be used 

by SEll. in regard to t.he 'l'orrbstA:m:a Project'; 

the i n co 1 p0 i"il L.ion .... ·tl$ -- to exp lo l t. hi::. id~~as which 

Q Ok~y. Let 's ae~ if we c~n get i t straight and 

t.ryins to th L • .i-: \I,·h~ t. yc u. call·fcd :. t, b ut what idt.tae- ot 

Hewlett 'a were you intending t~ eA~loit i n re gaxct to the 

Tom1Jstol.A~ 1 ro ; act.; in otlH~r w(.i r cs , what. t.ype of r ecovexy 
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1 A 1·1y enthusiasm for Tombstone WAS that of • 980-

2 loSic targe~ regardless of metallurgy, and I felt -- I 

3 knew t..'1ere were substantial dumps in 'l'cl.\bstone that might 

4 be am6nable tv euhance recovery by using the ideas that 

5 Dick Hewlat.t had SU996St.:ed which includbd the . induced 

6 percolation liyatem. 

7 'l'hen I take it he pr~sel'1ted to you ir~ Co pro fes-

8 

9 

10 

11 ~es. 

12 And in what way did he p;r;·-asertt them ; in ether 

13 words, what I am u-ying to find out , JiR<, wnat did hf~ 

14 

15 

16 project., realizing you ·w(lre in t.a re s.teo. f.rOr.i a geol.ogic 

17 

1

18 

1

19 

standpoint, but I guer.s realizing :t09icdlly you have got 

I 20 
I 

I 
~ 21 

22 

23 

24 

25 

tll~ t go i ll to any ol-"f .. rat.ion, and one Piol: L.i.cult~ r i acet o f 

western luning districts loS that the &ignifl.cant old 

producing mines had all bean consolidated into ono P1:0-

party ~ooitio:lh 'Ii lat in itsiI .t f is a ve ry v.al.la,Ule at.trj-

bute, anJ fo.t the OtlHU dist.l:ic\.s that we ~lad dis c ussed 
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operating in, ·in whioh I thought there waa considerable 

merit, the property position was very fractionated and 

it would probably re~u1re , oh , I would havt: to use rough 

figures, but I would say $100,000 wor~~ of ne90tiation, 

travf,·l, expenses, time and front end payments to consol.i-

date the propex'ty. 

In the case o f Tombstone all t h e clailltS of 

quick action. 

And the p urpose in any mining vent\Jre if, to g~t. 

13 ~ con5c~iciatacS lan.d position i n the are;l~' of. ge·;;l(:·~ j, cc..l 

17 

118 i 
1 19 I 

1

20 

: 21 . 

I :: 
! 24 
I 

25 

A 

Q 'rahat be iI!g thE: obje<. tive then o f n~got:i.ct.in9 

with T'CII\bstone Development corpo:t ~tion ir. yow: pul"tic u lar 

c£.s~ r COIle ct? 

1. Yes. 

o 1.2., •• '"' ... ... prior to ent.f3ring into any neg0tiatinns f 

Jim l isn't it true that yc~ so~ght SOJ~ a~&istance fro~ 

Hewlett as to the ability to eX.tract the precious 

minerals -- metals in that pa r ticular area and that is 

iac; a~ al.d proco ss(Z s , or di d tl1at Ir,at t.er to Y0 u1 
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A Go through that on. more time. 

o I understand and appreciate the necessity and 

why the interest g(lcJ l ogically and the land position tha t 

4 you wt.nt to get into the area of Tcntbstona Development 

5 Company, but what I am curious about i s some of the 

6 things you bad .aid earlier that Hewlett had presented 

7 to you, idoas of hie e x trac ti ng pr~cioUR metal~ fro m that 

10 to ob t ain a po.si tior~ wit). 'l'or"" , stolkt~ Develcpi'l€:Ll, ir. othe l: 

11 wores, He",'l ett ' s idea s and pr <::Eentation t,.? you o f hiE' 

12 r~coveZJ; metllOds or ideas? 

13 A 

14 

iuo\lst.ry I:or extracti ng pre c ious metals? 

A I would ~;(:.;y p:rir4!ri ~ 'i tI .( l r: c ;x:po perea) at1.ol 

sy~tcw. 

20 Q 

22 D~etal~ l:Iuch · .. 5 gold and s ilvHr w .s.~ . .h 5ul :fuTl.c aci d or 

23 hydrosulfuri c acid? 

24 --A No. 

25 'r~ClS that not ?arL 0 f h1 s ideu.s as OPpOS €!U tc 
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1 the cost used for cyanization or cyanide leaching, and 

2 I guess what I'm aakin9 is was it part of his idea and 

3 the cost? 

4 

5 

6 

7 

8 
I 

9 1 
1 

I 
10 I 

I tlunk he had mentionec that. 

Q Did you have any knowle dge of whatever souroe, 

whe ther that t.ype of process that. he had and was present

ing to you worl~ed or not? 

11 ideas? Di d you ever do ~ny i r.vest.igatior.. or c!w cking 

12 1 
13 

I 
14 I 

I 
15

1 

I 16
1 

117 1 
118 ; 
! I 
1

19 
I 

I 20 
I 
I 

! 2 1 

22 

23 

24 

25 

wi th any indus try to confirm or not confirm Hz:. Hewlett t s 

p r occ .'$s 01- i~;;J.Si7 

MR. Al.LE~h Let I s take a break. 

(Short l~C~SS t~ko~ < ) 

BY Mr~. hL:.BN: 

indi VlCl.U.9.11y make a pres(;llt.3.tiao of t."li s projact l the-

Tombstone Pr-..lject, to Tom Schloss and OWiqht Lee? 

A Y(I)s. 

D0 'j:Jil !H1PPC: tl t o have Wl. tt you. th<: pr~sentation 
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1 that you oriqina11y made? 

2 

3 

A 

Q 

NO, I don't. 

Were you the only perso(l involved in n-<4king 

4 that writ.ten p:r:esantation, or did you use your staff and 

5 consultants, or Hewlett's, to type it? I xedlize fX:'om 

6 the. standpoint of presentation it i& his ideas, swn-

7 maries, et cetera, but did you do i t 01' Hewlett do it, 

9 

10 p r ob a!)ly & ',:)I1lS-) review I I wo uld s ay, by myself. 

11 Q At the time that thiJ presentation was made, 

12 iiuwlett was still a consultant: for SEA ? 

13 No. I believe he wa~ an employ ee of SEl;. .dyclro 

14 litO t , 

15 Q vrnich is a subsidLi ry of SEA, 111 0. I oon'cctf 

16 A Correct. 

17 Did you go over wi~~ Mr. Hewlett and review the 

18 figures, tJ.1e monetaIy figures which the preStulta't.ion made-

19 and indicated i in other word::; I the amoun u; o f them a.nd 

2 1 

22 
r 

1 23 

Q Ai:. to the amo \.mts of ore and as tCJ the precious 

metal content., those that were contained in the presen-
I 

' 24 

25 

tation, what. Wl!S the S Qurce c"i tl la ", inf:or!~t.ion, 
'-r' .... 
.J lorn: 

A I t.h.ink the pl:esentation was Dick He\'ilett t sand 
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ostensibly the source was previous work in the districts 

where he was head of Seventy-One Minerals. 

o Did YI..)U in your professional capaoity do any-

thin9 at that t ime to investigate t .o dete rmine whether. 

those representations were accurate? 

A Well, what I did do i s prior to the prenenta-

tion to Schloss and Lee I dasiyned a program which would 

;,) 

b~ confirmed later on? 

A Yes, that' s corr~ct . They could only be con-

copy o f it right no',.,~ 

(P laint i ffs' Exhibit No.1 marked for identi-

fication by Notary.) 

are talking aboutr 

(Plaintiffs' Exhibit No. 2 ~~rkcd for identi

fication by NC1tary.) 
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2 Q First of all, do you recognize Plaintiffs' 

3 Lxhibi t .l.'io. l? 

4 

5 

6 

7 

8 

9 1 
!. 
I 

10 I 

11 

12 

13 

14 

15 

16 

17 

A 

Q 

A 

! want 

A 

I' .t 

page:. , a 

1 .. 

Yes. 

What i & it? 

I think it is a report authored by Dick Hewlett. 

Did that report accompany or was it part of the 

to l ook at it and ! wil l as}; you S0~ que~t1.ons • 

Do yo u recognize Exhibit 2, Jim? 

~es, I do. 

Ar){ is tha t vJha t. j t . PUl: pc:cts t o be on the t itlo 

rS l.)...;rt p.repa:t:ed by Hewlett. for SEA? 

Yes, I t.hi n.k t;h~t it i !='. . 

Can you tell me wheUler or not that report was 

18 prese nted a t. the time of t he initial presentat.ion to 

19 Sch los s ane Leo? 

20 iJo , I can! t . 

21 

22 like y c. u ·t;.o ass ume hypothetic.elly that. it WelS pre8er~ ted 

23 to Schloss and Lee. 

24 Wbat was the purpose -- y our purpose in maki ng 

25 tile. presentation o n t he 'loli.b9to ne Project to Ton~ SchlOE>E-

RONALD L. LUNSFORD 
COURT REPORTER 

TELEPHONE 623 ·3375 

I, 
:1 
:j 
!,I 
I ~' 

'! 

I" 

II 
!' 



1 

2 

44 

and Dwight Lee? 

A Well, to qain them as f undera f or work o n the 
3 pro}?erty which I felt wo ul d y iel d a prof ita~le operat.iot) . 

4 

5 

6 

7 

W'oul d it be fair th es t yO\; were look i n g for 

inves tors in the pro jec t ? 

A Yes . 

o And the point i n tiJrue yo u p resented the pro ject 
8 I to .Le(~ anti ;:;C.J1.:;'~' 8lS a.Z p;,t,;··n : 1 .. '~ h ive ;- t.() \' ~, " ,~r. yOI or 

! 
9 

11 A I don 't know . 

12 o From t he records- I have, the f i rst mo ~'l~y paid 
13 to 'l'ombstone De v~~lOpll1Gr.t Company wa s i n the way of a 

14 

15 

16
1 

17 I 
1 18 ! 

i 19
1 

20 I 
21 

i 22 

23 

2~ 

'r. LLE derive d from the a ccount called P- 4 J.o . 

Le t l !l hav (.! this ma r ked as Plain t i i f oS I Exh i bi t 

No.3 , and I will ask you if you recognize the s e doc~l'lents 

wh i ch purpurt t.o b e ledg~r s hCfrts - .~ xerox copies of 
ledge r s he a ts • 1 don ¥ t kmlw ~;hc. t.hcr they 'icre llsed o .r 

no 1., , 1 ~~ t 1 a ill g,' 5 1'1 CJ t.- , a :.· J y .: 1 . 

cation by Notary .) 

BY MIc.. ALLEN : 

\.l Gi'.) ahe a d. 
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1 o Do you recognia. Bxhibi t 3? 

2 A Yes, I do. 

3 Are thcs~ copiee of ledger sheets from your 

4 records ? 

5 A 

6 Q Do thoee documents reflect, at least to the 

7 extent th~y ar~ complete , u1e ITDnies eiti}e r expended o r 

11 Q 

12 yccr company expendee; is tha ~~ a fai r statel~l(;' nt, .. 'Tim? 

13 A '(·Jel.l , I wo uld 11 a ',":; t.O e~o"m.ine them ira detail t 

15 

16 a chaw:;e t c '4 - c·ve l ' t r.u. in d r;_ t..ai l • 

17 From your perusal o f U1e [~e , do th(;y seem to 

20 or l'·c. ::'e.e i' 

2 1 A 

/ 22 

I 23 
I 
1 24 

I can. The r ecords , exhibit ~ , u~uicat~ A downpayment 

I 

I 

of ~6,OOO in Feb%"Uluy of 179 ~nd aloo a pnyv;ent. i f I 

25 caL f.in ,~ :' t , i n AP~- .l l. It lour-.s l ii\.e April 2SU-. Z::H(! j l j 
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1 of $7,500 ,royalty fee to Tombstone Development Company. 

2 

3 

4 

5 

6 

7 

8 

10 

11 

12 

13 

14 

Now, other recor~ I have of your organization 

and the Schloss qroup set up a:l ttCCOWlt t ha t shows anothe 

~7,500 was paid on April 30th, a day after your records 

show the $ 7 ,500. 

Basad o n your recollection, Jim, did your 

COlnpany lnake a payu,ent in addi t.L)n to the do ..... n paymen t 

che::::k t2lt~ record5 vc: ry care f ul.ly. 

Q There also could be a possibility, I s uppose , 

15 the Schloss e r.tity cO'u1a po SSi bl./ bE' .?aying r oy alty pay-

17 paymenta started . I gU~fl;:;' tl'i .:; t. i:3 l..;16 best way , to ask 

18 

19 

! 20 
I 
I 
I 

: 21 

/ 22 

1

23 

- 2<+ 
I 
I 25 
I 
I 
I 
I 

you tj1at que!l tion, if ytJu kno', • 

t.t."; ? t..~. : ,; r, i !"i t.hal. c e' ! _'cc t. , 

;; Ye~. If in fact. yO '..l paid a down payn.er; t i n 

February o f $6 ,00 0 through your o#n entity, when did ~~e 

firs t. ~. 7 I 50 C beccn'~ du~ l.:.ndc:r ti:I, ' lee. 3 io', if you kno\ .. ? 
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1 throu~~ all the recorda myself. The $6,000, however, was 

2 a negotiating ploy used by Hewlett to lock the Tomb.tone 

3 Development COmpany into this AgreeInent so that other 

4 people who we believe~ also uc be inteIus ted in ~~e lease 

5 woul& not .be aLia to pull it out from under us. 

6 Q Is it -- I know anything is possible', but is 

7 it possible that your company itself did not n~ke a 

10 A 

11 Q Dapendins on that particular - - ~lat $7,500 , 

12 if I read t.his ri9h t, throi.Agh Jal.uary , February and March, 

13 the firs t q ~Q.:C: ter of 1979 I yo~r c Q}llF'a n y 1n e.1 t her cash 

15 Exhib :.. t 3 toward;:, t:, ), ~ pr:..;J ec l , " 

16 

17 'l'hen there were s wna which aren It t.otaled that 

18 seem to be througtt Ap r I l 29th and tLen l lJ:z' tjlt-:~e, re,,;o l' J ~ .-

19 .t:xhib i t 3, i f I can do this her e --

20 HL Kl'I'';U : Do YOI.i. wa.nt. a cal c ulator? 

21 

22 they .;irt.l carl' i ed c.()wn her~ in. co~. UItiJ1 :';' and r \.;~:i 1 ask you , 

23 JiLl, before I start -- thank you. 

24 MR. KITTLE: Okay. 

25 
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1 BY MR. ALLEN, 

2 o They are carried down the columna here which 

3 1003< like a weekly pe::-iod and tot~l~d . 

4 Yes. Eac.'1 I:lOn ::.h11 pe.t iod . 

5 o ~ell t on thase fi rst two_ .. heats of Exh~bit 3, 

6 whicb run through the month of Apti l , tour periods, five 

7 periods and April 1st, Apt'il 8th I April 22nd and April 

9 

11 would get the total adJi tiona~ money expended in Apr i l 

12 by your cor;~any for ser Vl.l."!~81 is that r ight? 

13 1 tn ink t it a t I a r i qh ~~; • 

14 

-17 them up for me. 

18 $B5~ .2 ~. $1 ,4~ ~.43. 

19 

20 

22 ov~r . 

23 The 8econ~ pa~G does h ave them totaled, Jim, 

24 - right? 

25 
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Q Anci the totAl for the week of April 8th, 9th -

~.h. KITTLE: Hight h '~:ce for Apri l 8th, $906.25. 

BY MR. ALLLN: 

Q Yes. April Util , $9 ~6 . 2:). The week of April 

15th, $1,499.33. The week of April 22nd, $15,416.72, 

and for th~ week of Apri l 29 tl') is $10,725.48. What is 

t.he t otal ? 

Q So dependillg on tba I.. $ 7,500 \',hicll was paid and 

not just acc rue d, there i s 80 .. 1$ ap~l'o ximate $50,000 befor 

t.'1e account and the project. W {~ S cpcn~d under the enti t y 

OJ: bIen t .y -e igh t? 

Bi' !om. ALLEN: 

U ~ell , we had t 'j\'onLy - t'.l{c" for H.I? f.irst.. q\larter 

and t WGht.y -t!ight fox' the nx:>r,th 0 1: Apri l. 

forward, if your figures a re correct I the nl<Jney funding 

that operat.ion came from Schloss and Lee investors, or 

th(;;l Schloss/Lee i nvestor group? 

A Yes . 
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1 Q Ttlere was continued management, though, by one 
2 of your groups tor a period of time on the Tombstone 
3 Project? 

4 A That fact i ;;;; '- b it J .. ud(;y, l e t IT£ p ut: it that 

5 way. 

6 

7 

Q It waa the inu:nt, was it not, that SEA or some 
designated sub£idiar.i o~ cOfoipilny of SEA would in fact 

8 manage t.he project? 

9 hies , it wa~ . 

10 Q ~~d . Jiru ~ewl~~~ 

11 A Dick. 

12 o 1 ant sorry, uick newlet~, excuse me, subsequent 
13 to the sisning of the a~ree~llt l. n Match of 1979 with 

14 Set, loss anci Lee move on t.o th,; 'l'O i\~s ~,cm s:: Pl: 'JJ '£>..;:t elb 

16 

17 

! 18 

I 19 
I 
/ 20 
I 21 I 

122 

123 
I 
! 24 

he nlOved or~tc t.~e pl o je~t . Thfi i~l ten t frou! our 
point of view was that he mana ge it on a con$ulting bas is 
whi~'1 wa~ not done. 

\J In oth~r ',~ord~ , he H(.)uld OG. paid by t.he prc j e ct 

as a cons ul tant? 

Q Again, wha. t was I if a ny tt'1 ing , SE:h. I ~ rol~ from 

~e date of this agreement; forward with the project, your 
company rO-le-? 
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the project. 

Q Which you would have been in charge of? 

A Yes. 

o Did the corupany do ulat? 

A No. 

y 'llel1 me your o 'wn version of what happened after 

this contract or this lolter Agreement was signed in 

A W&ll, as you have varified here, we had sub-

stantial invesi:.mel~t in t he project prior to bringing any 

investors on. My agreement Wl th the partner fi> hip, whlch 

was Austin Hining , Schlorl.' and LeE' f wa~ tlHit. we manage it. 

what It.,Y best cliE=nts weH~ get,ting l ar.l d when the time came 

to pay those bills, Schloss and Le~j l:efused to do so. 

They paid dew:""ett at. t.n6t time: on a sal ary basis of $2 , 00 0 

per lDOlltil. 

itself? 

A To be paid by the project. 

o lill! I misreading you. or do you feel there was 

something wrony wit..n t.h t! projec t l tseli paying Hewlett 
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$2,0001 

A Well, that was not a consulting r ate. The 
$2,000 want. direc t ly to hirG \.;h ich pole a~j<;:o lut~ ly no over 

o Your company? 

A Yes , Hydrome t , which, o f course, put it in a 

continual 106s posi tic,n fOl' the t. project. 

~ Z;()vl r 5C'," ; of ,... - ""I" , 
t ~,.,::.. - t' -,,""': L ' 10.. ' " . , .. 

t ' . r tJ; ~ .i r. j t.i. a 1! 
> id L, r ~ hi: p~'o: ~ l \', tc , . , " ,- , o' \ , ~ , . .:. : '.- , 

of fees WE:l r e paid in Septembel. Again·, I \-,'ould ha.ve to 

go througb t.:~i s allo be very (. ru: ef ~:. l t eo see what Wt!.5 paio 

and wha t wasn It .. 

ment ~as signed in ltpril. On ],pril. 25th, 1979, sorne 

bills? 

tl1d\:. \";d.l:l ..,;,;..'-y l i Ltl c l if s.n}' , \"·f ,,,hat i<:cnt tc f e es. Of 

courS(! ,. t hos& eXfleln..ses were simply . passed through which 

i nceed were incurred expenses cimply f:r:OH. ar aCl'tJ.nis.tra-

ti ve --
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1 Q Well, I am not nit-picking. I don't care 

2 whether you pay your secretaries $12.50 an hour or some 

3 othor overhead. 

4 A 'l'ha t. is overhead -- incl u6ed overhead. 

5 o Again, just for my records, Jim, 1 show an 

6 advance payment to J.A.B. which I assume is $3,000 on 

7 April 25th, 1979. ~he I~jority of the fee s would be 

8 
I 

9 1 
I 

10 I 
11 

12 

13 

14 

15 

16 

17 

20 

21 

22 

23 

24 

25 

your tin~, correc t, o n w ~:i i: .:. I't .. ' j t; t ' " '? I, • 

when that involvemant atartC!d, I would have to go back t.o 

the records themselves. 

Q To your knowledge payrollwise, wh,') was WfJrking 

knowledgei 

A Yes, t.h ey wex'e. 

Q And SEA Hydr()II1i.~ t· wo \) ld be- pai d b)' the p roject? 

Yes, tnat I s correct. 

Q Did you --

tion a copy ()f the mat~xl.als t..') at you we l 'e .l'efe r rin9 to? 

lo1.R. ALLEN: Yes. Le t 's mark these as Exhibits 

4 and 5 and we will make copies o f them. They are a 

recap of the Tombstone .-- weLt, SEA Hyc r ome ... , 'fH":', trust 
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account 957-06641. 

(Plaintiffs' Exhibits 4 and 5 were marke d for 

3 i 6ent:'fic u. ti~m by the Not~ry· . } 

4 Mf, . ALLi::~ : Can I have an agreement tllat we can 

5 have copie s mads o f these? 

6 

7 

MR. KITTLE ; Yes. 

THE WITNESS , I s thexe a r eason we c a n' t ge t a 

8 I c -~· ?~. o .~ -:...be roo,- t<3ri.:; l ? 
I 

9 ! i:.ll ~~ l:.J..IJ'l .. !~ ~ \"'f;;'~ ~~'l. .. l !;,,-. (!~ ~ L..,.,r;.~~ it C")l~' / .,)i Llle 
I. 

10 I deposi t .l.on w:·.iCh inc.l uue s copies 0 t t.h ..:.. exbib i t.5 • 

11 BY MR. AL L EN : 

12 Q Di d yo u, Jim, o r your company 0% any o f your 

13 en ti ~ie s put any ~ore ~Dney, cas h ooney, i nto th ~s pro-

14 j ect a t tel: t he x·e coI-os tha t a lii; s hown ;]t~r (;; 011 :C JC~liti t 3 -

15 Yv u are separ atin g c ash. luoney vel:S u :,-; :;Ges, 

17 I an .• 

18 -, 
h I w0 ulc1 have co say I do! t t th i nk t h a t is a 

1

19 

: 20 
I 

r ealisti c separation. 

u r am going t i. ;.,~ fa.:.\!: Ql.;,;) u t th is . 1 :'u. t wan t 
I 

! 21 

1 22 

123 
! 
1 24 
I 

A 

r .: _ ... ~ .... 

To my recollection I don't believe we did. 

l,'c your kl&owlu"g~ d i .":' MI. Hawl e. t. t p u t any cash. 

25 w:); ~ej in i t ? 
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A Mr. Hewlett was in personal bankruptcy situa

tion and I feel quite certain that he did not put any 

Q You did, howevel.· t contir1uc and I will 9i ve 

you a copy of ~~is fronl your records continue to incur 

expenses on hehalf of SEA, Incorporated, through and 

during -- through March 31st of Ul is year, 19BO, on ~~e 

pxoj~ct! did you not? 

.J 1-::1 rCCC-l c .... , Q.nc 1 ack y o u to the best of your 

recollection , indicate that througl) March 31st, 1980, 

your compemy had billed Tombstone Exploration $60,655.33 , 

an d ha.d bee n paid, okay, I have 90t . two figures. You hac 

I think those figurlUs r just for the record, 

caxoo ebout. - - well , thE figur6s frc ~n your company show a 

paymen t of ~15/S67 .90, ane til.erc i s some wrltten figures 

here t.ha t may have be-en incl udad "'J'he n your guys were 

talking about. this before, but yC \.l bav~ present.ed a 

20 balance here of $5 , 0 9 i .7 3. . .:)e.s t... l a t sound about riqht'/ 

21 I ~Ll,nk that·s co:.: .:rl.c..'r" 

22 I t.4l~.a it froI:, i:'. coltl.t?i la t ior:. \ihich shows your 

23 logo in fact on it, and I don't know how I got a copy of 

24 th a • 

25 A You l~w.y have beo r~ g l vu n thai.;. by It'I..t . Scl1:'ose. 
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Q And be in turn gave it to me. 

A Okay. This looks familiar. 

Q I t..liink that. figure rings a bell from the answe 

you have hex:a. 

A Yes. 

Q Although the cash, at least in your opinion, 

that anlOWlt of money outst.anding there was ea.rned by your 

i s what we billed. llJ.y underatandl.ng at t.he o utset is 

that we were to be paid consulting fees which were not 

reimbursed at all for any of Hewlett's time. 

Q I sae what you ar~ sayi~~. ~nat your opinion 

con1pany. 

A ."el1, typical consulting rates are 120 to 150' 

of direct salary. So tlUlt proDably i s what we would have-

expended. Actually $2,000 a m-::mtll wa .:: a pretty lo~; f,.J €: 

o Do you r~call a Point i n tillil,:: whli;l n you ral i aved 

~~. liewlett of his responsibi ll. ties? 

A The date? 

IJ 'ies. 
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1 A I can t t tell you exactly. I believe it was the 

2 end of July. 

3 Q SO W£; WOl.Old b a .;,;. t bes t t.alkillg a.bout l>larch, 

4 Apri l, It'.ay, five IOC>r.ths at. SOII19 figur,"': be'tween two ana 

5 thrcf.:! t housand ciollars tllat you feel SEA, Inc., should 

6 have received for its consultinq, and I am trying to get 

7 soro~ figures, J i re . 

8 

9 \~. 1: ::) 1 ,. v(. ry vl H .. L) ~ • -, !. .... "" ".c.:.. 

11 ' .. "'O!;;L.!;: tone becauce it was our purpose ~1i:l.t. h~ spend timo 

12 in other thin<;s, and in fact he wa s no t able t o do sO 

13 becaw.e of tile situation at ':L'ol ilbstone , anc. it was at 

14 Scnlo~s \ bl!ci Lee f s iIlsi s tanct.: Ula\ he speno full-t.in.c on 

15 that project. 

16 

17 at this tinte and we can cox.e bac}:. this afternoon. 

18 1 {v;hcreupoll, the llfteTnOOfl le CE!~S ..,UlS t z;;.:'t er. and 

19 , . t u ; <':~p<Jsit:ior, re~UL1ec1 at 1~3(; F. M. ct the fH1It'!etinle, 

22 

23 know where Hr. Hewlett is? 

2'4 A No I I clon ft. 

25 
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1 you knew where he wu? 

2 A I heard that he was in a little town or near a 

3 li.ttle town called Lapton, Cal i fornia, which is right on 

4 ~~e Arizona-Nevada border. 

5 o Is that somewhere near Searchlight? 

6 Fa. Yes. Searchlight, Nevada, would be south of 

7 Las Vegas, but I have not seen him. 

8 

9 

10 .bY It''..}.;. lu.LEN ; 

11 Q Back on the r e:cord. 

12 Jim, the preser.taticl or. represe.a tati0n, as I 

13 will c~ll it, presentation or r~pr~sentation as you cal l 

14 t:,l...eIr" in tll(-. l;.;>;.l)itit.s 1 ana 2, J...:. .i. ' ... i.. "~ ,: r.:;t.dI.C ;"ot.:. OOX'-

16 

20 

1 22 

I 23 
I 
1 24 

25 

Q And you have x'eviewt:td, if I unclexstand. your 

A 

sent direct.ly front l·~. Bewl etl to 't om Schloss . That is 

80me of the confusion in t ha.t thE.~ ::t wsx'e cOIrlitlunicating 

directly withl:'ut goIng ti.}rough me. 

Q Okay. GoJ.n~ b ~ck w(;n \:..0 l. ;j<;,hibit 1. Let's 
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1 take time out. There is someone at the door. 

2 (Short recess taken.) 

3 

4 o I want to e xplore ~~is a little bit, but then 

5 ~, I to pres·...uue this wafii p r es€.n ted to 'rom and Owiqht ? 

6 Since YO'v, tol d me y o u don 't know ·whet.hex· it was o r no t , 
7 you don 't know whether t..~ is was submitted to the m or no t? 

8 

11 work anc eff"rt tc r ·s v iew- IT.fl no Le s, but Ten-. tol d me, "I 

12 a m takins (Jw;; r control of t:'1 i;; ?l:'ojact . r a:l. put-tins in 

14 l!t-,d~ '~ t in W~~atev~r h e clQ\.::"s ." 

15 

16 

17 t alki llg <iiz:'e c tly with Dick and C:lrect.ins r.1m in what to 

18 

20 

22 v<lry du f init.:.ive l o ss t c be prf"" c i s ',- i..:Vc·ut whl;.!Il what was 

23 p r esent ed and how • 

24 . ~ 

25 fox mt if I can. 
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1 Assuming that this material, Exhibits 1 and 2, 

2 was presented to Tom Schloss and Dwigh t Le. on or about 
3 l-~ebr-uary 20th, 1979, a shurt t.wo OJ; u~ree weeks before 

4 ~ •. .; COl,tJ:act of March 7l:.H, 1979, was entered into, let 

5 In6 ask you from the stalldpoin t of your involvement, okay, 

7 Let me interject. ~'ln y do you choose February 

8 20th Sl.;lCQ th a't. icn't tl- ' c':a t.ol:-j 

9 

11 Fe~r uary 20th and signed by Mr. Hewlett on that date, 

12 and the qu\!stio!. is by wi iI.fo:S:;;lAtion, whether it be 

16 

17 If.ent, i~Ul.-U,,;.er 1, is much lat.er than that., but again I 

18 cannot. ba pl:eciae about. t...;'HiI.-C. 

1

19 

I 20 
I 
I 

I 
23 fro~ the processing of ore would pay back $200,000 capita 

1 24 .investment in fro m four to si.ll. morlths, assigr.in; SOt of 

25 Ulli: net. cpelat.i1l9 profit. to xet.iJ.: .l.n!:i tili:~ CAf.' ital invest-
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1 Did you prior to March 7, 1979, have any 

2 information or any knowledge t.~at confirmed .uch a atate-

3 ~nt that was fea~iole or p05s.ble on this project? 

4 A No. 

5 o \\ould you in your C6paCl. ty au seeking investors. 

6 for this project, would you ha~e allo~ed an employee of 

7 yours to l£lake, f"uch a pl:~ser~tativ Il or stateIl'lent, if }'O\'l 

9 J :. 

10 because pa:rt. 01 tn~ hus:u~ec:s (.)1 ecc;nO <L~" gch"J.l 0 g)' ,.:.nd 

11 lI'.inL1';; ~ val ~a 'lion is to h.aK~ rough approxiroz.. t,10ns as to 

12 what:. might be returned f roi"!1 ani propert.y, and the earlier 

16 jec'Ll.ont. 6i",)1.;;.16 Ot: cO I .. a.:nec. ll ~ tL'.e ... l · p.L.c!-; peC'tive. 

17 o ~o without sor:'te fot:m of ei tnE::r cautionary 01" 

18 provisory tY tJe cXi->lanat iur.6, \I~v ;).1 0 you . hbve a .i.~ o\liec such 

19 6 t~ tt;1'.:EHa.£ to b,-= nl£l.de 'j 

20 

25 

l~o • 

20th, 1979, by Mr. Hewlett , t .!le l.Q llowing s ta t e ment is 

maQe under the cEl}J'tion "COb t.s ... 

IIrl'he ~l -; 7,600 repres ents the following turn-key 

cOlhp1et.e wou •. to ~et t.h \,;! propt:irt.y t c- tne point of pr.od1.JC' -
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1 ing enough gold and ailver to support the on-going pro-

2 duetton, n and it'. broken down into various categories. 

3 Wha t i n yo ur capa ci t y e nd i n your pro r e s-c i onal 

4 opinio~ at t hat time doel$ turn -key comple t e wox ,k to ge t 

5 the property to thE: poi n t o f pro Quc i n';;l eno ugh go l d and 

6 silver to &upport an on-goins- prod uc tion mean? 

7 A We l l, that wo ul d me an to me th at if wtt. ga ve 

10 tjlEol ~ t.uches indic ated. 

11 o An d tl1is wO 'uld be enollgh produc t ion to support 

12 an o n-go i n g ope ration? 

13 A 1 wo uld say so. 

14 Diu you at. tl;.f~ t.i ;;ne prior to ~~.~ rCLl 7, ).. 9 "):, 

15 Jin:, h c.iv~ any informaL.ion tli ~H: woul d sU}JpOl:t. such a 

16 sta. lenient as tho t.1 

17 A ~ell, that exhibi t 1 bel i e ve was Hewl e t t '. 

18 repor t t o lIte a nc ... not my repor t to anyone else I and i ndeed 

19 we - - I bt:llieve t.!lC:<i .. r l:~s uestt'.j he p:l.~pi.u:e t h i s so that 

20 I had .6onte idea of wha t h i s e ::n.·j.!i: (~ t;efl W't?l:F.:, 

22 and they Are char a ct.er i ze d by .;4 h.l.gh cogree of u.'1kno~w 

23 

I 24 

25 

factors. Even the larges t mining compa nie s go substan-

t ially o ver bUcJget on various project.s and 1 could c1 te 

nuntero us exaruple£ whi ch 1 ti1inA cll:~ 1:" t 9~11'i'·anf;. 
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1 Q 1 ... 11 right. 

2 A So I also try to couch my estimates and state 

4 unforeseer~ circumstances n. a~' requ .i. rt';- addi t ional expen di-

5 tures. 

6 Let n~ get to tha t. h~at presentation did you 

7 make to ~~ll. ~chloss an{ Dwight Lee in regarc tc tnis 

81 
I 

9 / 
I 

10 I 

I)~ J'''': \.1 I 

11 eta.r'L over . 

12 you t e ll met ~~i tJlOut referring t o whatever 

15 

17 that we have an opportw,i -ty i n t.l~e T.)ml,)st'.:m € Di~trict 

19 i t all,) uld lIE" a p rofitcil.>l .:;: v ant :.. -r e th r ough the e.xpiration 

20 

22 fo£ obtaining a ca~h flo~. 

f ,··-·, . 

23 Can you tall me witi. any f.in ,l o f certainty of 
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1 A That had mr signature on it and -- ? 

2 o Well, I don't want to get too technical about 

3 it, Jim. 

4 NO, quite frankiy I don1t reca~l whather I have . 

5 Q Do you keep your re cords of your business and 

6 profession ao that you can go to your records and produce 

7 to your lawyal: what i n ftolct you aid pr, ~ sent in writing, 

10 A I l;,nili.h I I:H'(,J'U.ld b~ ab.lG t o do tho t.. 

11 (; '1'0 your knowledge you have told roe you dOll' t 

12 know whether this Exhibit 1 and Exhibi t 2 were presented 

13 to Schloss a n d Lee prior to Marcjl ' j th, ' "19, waen the 

15 

18 

to hint. 

22 dent rec.:>llectic"u wnet.iHll o.t W::,I\,:. , \lm~r. thc..1.. .c.x..l~JJi t. 2 was. 

23 ~res&nted to Schloss a.nd LeE:, you iJU 'l any disclainlers 01' 

24 

25 

cautionary statements to t h em ,,\8 we l~ ave ju~ t earlier 
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7 
I 
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I 

I 9 I 
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110 i 

11 1 
I 

12 

13 

14 

15 

I 16 I 

1 
17 

18 I 

P 
19 

20 

21 I 

I 22 

P 23 

24 I 

I 
25 
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produc tion, et cetera? 

A I don't specifically recall that I did put any 

dir.cl~imers on the~. 

',.: v.h at figures, again to your best recollection, 

ui d y~u present to these two potential investers as to 

wh a t you needed in the way ot IDOriey to make it work in 

your upinion; O J': ' did you arri va at any figures at all? 

1 I ~ . 

~" l' . . sW.re , . 
01.0 •. 

~I " h e ",l ~ttl t:. l li. .. ett c.mv ;,..'Oir.t. in part or the present ation 

t.'1f." S~O, OOO initial bud.get, wh i ch waa bare bones a e it 

c·('Iulc.1 have t>eeD l:.1.1d pos~ibly go, was euggesteC as a test 

ot ti,e hoap t .o se~ whC".:tt.er pro f. i table leaching could be 

s1gneG on harcl~ 7b~ , 1 97 ~, J1~r it called fer initial 

invest.n~nt .by the investors ot $.25,(,00. 

At t.nst poj nt in tinlG b~se <1 or .. your figures in 

l-~).Jd.b i t 3, that- 's abOU"b \flhll,t y .. :.: u,.;' CO!nplU) Y hac into the 

had ma rkea., have we? 

MR. KI(i"rLE~ l~o , not:. yet. 
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1 (Plaintiffs' Exhibit 6 marked for identifica-

2 tion by the Notary.) 

4 IL..·~ , trH4t. invea tme nt. , t.h e iui tial investment, 

5 yav(; arl e quity int~res t. t o tht.: investors of 25%. I am 

6 aaau.'lling t.lla t uleant your entity, whatever it was, re-

7 taina d a ,:,% interest? 

8 Ye ,,; if 

9 

11 va.rious i rl lleatI..ell t a rnount.3 and perce ntage interest 

12 acqui r e d 01 t.hose inv~5t.ni'.i).l , 1:.s ; in othe z- wo r ds I aid yo u 

14 

16 :rlli;S vlhe ll I !.kl .l. .>hc", up t.lle 'iue s t ion . Le t lUil Ul' it 4qain. 

17 !1().-.i was th~ fi guJ: 6 $~ 5 ,O OO arrived at? Was it 

18 b';HH~'~ O ~ ; wlla t y o u h ad a l ready put.. in the ,tiro~E:rt}' or what 

19 YI.)'-! f ~ l t y ou needc -j tc COt 

20 :. be .l.i (?,"~ .i. twas ba!JcQ en .,"ha t 'lie fe l t we 

22 Q ( IJ{ ay. 'D!tl C\.lr .. '-l l .) tiv~ irlV'e s truent at least shown 

I 
23 by Ex:.tib.l. t 6 to 00 by investors, . they acquired 60\ 

I 24 in tA;;:r~Q t f u l: invea i;J~n '" o f $200 , 0 0 0 . 

25 
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o Docs the fi9ure bear anything as to any expec-

tation you had or feeling you had about what the property 

woul(; w? ~"hat if! it batie.d on? 

A I am not t. Ul e I c all l:scollect what it. was on. 

U v.hat I am trying to figure out is this: You 

entered into an AgreeDlent in March and money is paid into 

the account of $ 25, 00 (; . .:ihor· t.ly a.ftc::~, the ,.larch 7th 

occuz ~ f i r st of &111 

1-. No . I would have to go back and examine those 

reco:nis to etle when the -- check wi th Tom Schl08s and 

fi nd out. pr~d. $e.iy wh(.lt, \.,a~; ck .. ne !;"i i;.i ; it. 

Q I gU8DE ~lat I arr try t n g to fi n~ ou t , d~e8 the 

$.200 I ·Jl 0 t ota l accumti,-Bt:.i ve hives t.me n t as set forth in 

P~X:~'>' 9rrlph sL' have any relati o n t o the Illoney that your 

group o f investors OI' your company invest-edt 

~ 1)io. you feel, ~I .I.n., i.'l t .. h~l' t.ime this letter 

put h . t.P..e ~.c:5, 000 that. it ha C at th& ti r"e you entered 

into this a gntement and brought the deal toge·ther , that 

40% was. a fair percentage t o Y'::1 U i';. !t.d your 9i.:OUP? 
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1 time. 

2 Q Let's assume just everything ia going along 

3 fine, anI) r air, no 'L t.Gilkit.l9 a.r,.tout p:roduc t.ion or having 

4 ::.;.1Y(::~ t..r.cr: ts P~ :~ i.n , ~,~, « , 00 0 pUl.suan t t.o the ~grearnent. 

5 Yes . 

6 And according to the agreement they get 60% 

7 i r .. t.ere :i t.. 

8 

9 

11 a j,xtJ o.Oj i;,u t loll me prof>ert.y a~3 Clf J!.:.arch 7th whan you 

14 

16 t,; ;~ (j'. ' -3f, lion , bllt l.rt6eed the l:-· urpos~ in bringing Tom 

17 Schl.")fls anc:.: .cr ...... ight. LeI;..' into t.11e: pJ.cture was not only to 

19 \';"llc.i. l. fi knv ~n o.S }:al.t. <..) 1 the ciist.r.ic 'l , but J.n relation 

21 

22 money t;O exp l o:::9 in tb~ relf.ainder :>f the dis tt iet which 

23 wafil -- ~il~icl. had no\.. beerl done which probably overshadows 
I 
: 24 the ~'l)': leo!:..s;') in t.'-'t.al. ~u ten t.iul. I alll HOt. sure if tha t. 
I 
I 25 1upinge~ 1.J 1'. UH3 ~ \,jCo~ t.l.on y o '" a.s~fH .• • 
I 
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1 Q Hasically I realize Exhibit 6 talk. about pro-

2 perties which are JlX)re I I guess, yes, more than the TDC 

3 lease. 

4 A Yes. 

5 o Is it yeJur testimony, then, Jim, that this 

6 proposeu and projected inves tment unJer paragraph six of 

7 l,:;xh~bit 6 , 'tlhich go.;}S up to ~200 , O OO for 60~ interest 

11 A \-;ell, it waG the in tention and the feeling 

12 that tlu:: TDe properties would be brougl.t into p~oduct.ion 

13 a l jd adui t;:.ona: fU!lding wo~ld Ulan be .uro~qh1.. to .bear on 

15 L"1 acqu~ rir~s land _loll the otl.er twu an~ "ts. 

16 As c.. matter of fact, beca-l.lS€: oi t noii;! critical-

17 n(!~s of time, 8 0 111.(;. of the cash would have to have been 

18 i.!S ; \., to acquire. lar~o po::j -.:i011'" in tho~ . (: . 

19 Q lSI. I tit tJ.-0l(. , and if i t iE not pleas:.E: correct 

20 J;I('" u-:et. thE.! oi)jac'clve oi: t.hlo£ l.nv~ st.Il~nt a~d o f this 

21 

I 22 

123 
t.lla t j t: wo ul d J:,>Qy its O\;'"'r. ~'ay babically for the figure 

of ""h ~t you already have put in and the $:lOO,OOO; in 
I 

24 

25 

o ther ... ron!!]., a t ux'1l-key operatiorl \tas that the outside 

RONALDL.LUNSFORD 
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1 A 1 think that if we carefully examine it that 

2 the obj e ctive was to determine whether the TOC ground 

3 coulc be got ten into pro ductio n and to acquire land in 

4 the other two a reas. 

5 Q But had you no t been advised by your consultant 

6 the su> .. cons ultant , that in fact the property could be 

7 l:.. u t i n to ,produ c t i o n for l ess than $ 200, 000 -- and you 

8 

9, 
! 

10 

11 

fl \N t J; r it :. t~· uP . dIH· y ou a r e H :l f el. rin g t o 

Q Yes , th at's r i ght , I am . 

12 A 'I'll at ' s true, tha t i'3 wh o t. h e pr op<Jsec1, but. 

16 

17 1 
18 . 

! 
19 I 

20 

';)(,. 1 tt.ra not sur e th ,~.t c o nc e p t ua lly I would have 

S Cil.d tl-}at this i t.; abso luw ly po ss ibl e to get. that into 

produ c tion for ~200/000 . 

i.' L€ t. me: a.sl~ yo u a simp le q ues t i on: Did you not 

12l 
I 22 

123 , , 
I 24 
I 

I 
I 25 

t. We l l , 1 think the fa c t tha t there is an exhibit, 

what cli d you co.l 1 i t , 2, which indioates sonlethin9 in 

the range ( ,f ~ 150 / 0 00 wo r th o f tes t wor k indicates that 

RONALDL.LUNSFORD 
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1 Q Again, if you can, and I may not understand it 
2 myself, but it i. a simple question. Did you or did you 
3 not rely on Mr. Hew l ett' s represe~,tation$ and reports 

4 J"u (iu t,ci yc.u, your cor"po.:r.y , in r egard to this project and 
5 its txJtenti;:.£l and i ts basic cost? I don't mean anybody 
6 ot..~er than yo\.:.. I n your capilci ty? 

7 ,,\'(':11 , wi t} . the unders tanding that add! t.ional 
8 I t~'b t.. \.,1(. ,.:; }... Il~ .: u> 1:.(:" do :'1 ~' ar.' ..... Ln.;:, t, ,<\',':. 6 the cssen t.~al p ur-

l 
9 1 ;~( ;:;- 0 ".:,,' 1:"':).1'." :~ri ~ i..~. ~ l .! .... /' •• ~:, r., __ .. c~ ... ~L..:. tJ1vl. c...::1 t · l'4 f lC)'Yl I 

I 
10 I G'.Yl,l,-' ! )~ inltiat(,o for til.:t ~w~ ~ ane. 1f that were not 

11 the Cdse it W0 1..ild h5.v,:,! beer. n(; c essary to revert back to 
12 the t.est wcrJ..: at rrtinimum SU99E::ostod by l':..Z'. H\i:wlett to see 
13 wha UH:' l t..heu.' was avaiial;,j. f: t.l:~ F:;) 1 .. 0 t(;'x·':'a.l in t~a heap that 

17 fact, tl!cre is a c.ocul!l6nt SOUIt;;'\.\'hele that was partially 
18 pxepa:ced to raise c.:at-'i t~l to a u <.l:r·.lliing WOl.K 1n the 

1 19 TorJlb~ tone BD.S in, 8 h d I belit:vt: t Lt dl:i 11 inc;; UlrIC, un ted to 
! 20 abc 'u,t :;' 50 0 r (joe w deliLt:ia(;. (':It:' k.:(.( ~it:f:; r:..I)~ l ,l'eceoed by 
I 

I 21 ~' ;' '; C f(;{t () i n ~ (!()~c, gi(..;4.l t,.:ork . 

I 22 \J LE:t me try ag"dr., ana r B.fil not. trying t.o bE: 
I 23 baro-no£. E:: d WiUl you, but can you answer my question as I 

I 24 to wbether or not }' OU r~liecl C.ll tilG fi9Ur€S of cost 
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1 1979, of Mr. Hewlett's, did you or didn't you rely on it 

2 in effecting your decision to go in on this deal and your 

3 pesi tion to present it t.o Scnlesa and Lee? 

4 A I t hir",x th.l.S Exhibit 2 .1.5 what you are referrin 

5 to ', 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Yes. 

A I t.ho~9h t tbe working figures were reasonable. 

~ :J yo u di d t o tn at e xten t. rely on i t7 

Ar.u is l.'t. not a fact. tlHil in that Exhibit 2 

under the COoit -- the hlolading "Coa t., " the teat work to 

check out this property c<.>mes to Q total of $100,000 

accc rding to Mr. Hew.i.e t:. t? 

A 'l'n(., t UHl cost. COIilCfl. to -- \o,'f.;i; ll, t.ha t's not qUit1 
cor rec t i h t:1 ~ t we u a.V6 9ct $152,JOO w:1.i ch re l ates to I 

heat:' leaCni1l9 evaluation ana testing. Now, the $10,000 I 

waa lJick I S eval uation of the c.,)st, 1 believe, of the 

initial assaying. 

1

19 'J My p o i n t ..)~.u.nS; only i n t.ll,a t repor l;. you tolJ me 

I 20 
I you r elJoed ana thought the figure s wcl:~ reaso nable, that 
I 
I 21 i~, I ~lde. l· Ll€ heaui~l g: of ., Coa .. , !1 and i t. ~s a.L SC' illldar 

22 t..J~ statEt.n..ant including ~. 15 2, \i JO ~,d t!'lat this figure of 
I 

123 
I 

$1 77,600 represents the followi ng turn-key complete work 

24 to get. u,e property to the po~nt. o f producing enough 

25 901(.). an~ silver to s~ppox t. th -.; on-going produc tion. 
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1 Are you telling me that it wu your belief, 

2 that is, not going to the property , but taking the 

3 $ 1 77 ,000 or $200,00 0 t v test it? 

4 Well , thj S Again -- these were Oick I 6 estimates 

5 1 di(. no t even look at that document. in something over a 

6 year. 

7 I can approciate that.., Jim, b ut lIlY only ques-

8 'w 'J:n is waB i t you);' b t.' l ,i c f a.lV,1 o~ .t,..j.o r.. a;,. ~I i;tt. I:. l.li .e t..L i:i.t 
i 

9 1. • .1 :.It c,..rr~ .. .. ill,: L, ;;<or..ey "'.~:. ) 1. 0 j ,:. ; .b~· , . u r~J~ to t.~ .';..~ ana l.ot. I. 
I 

10 t..o ~(; t tJroduc t..l.OI~ going whe re it 5uppvrted itself on that I 

11 project? 

12 A Well ; I believe ti\at what wa£ presented to Tom 

13 was two scen iH ios th ", to h e C<:lu.lc e i t h (; l speno sonIC place 

15 epen(.; $20 , 1.1 0 0 fo r l lil initL~ l ;r t;;! -i ;:·r ig l .. t.ion of the heap to 

17 Okay. I didn I t aSK tor t.ha t: and I will move to 

18 strl.k €l ti . ~ whv l 0 ans wer. 1 an~ 1.0 \ a f;j ~, ing wl.a t you pre ' 

19 sen tee to '!-or.. , but I an. a sl'.in g wh~t 1' ... ·u:: opinion was of 

20 wl·h:' \:. tJ.~., t. Irl(:.:u n ., w ClS it t es t..l.D ~ 0 ::. ..... as; i 'l to do with 

22 e nough ~ola ana &1 J. var'c 

23 

1 24 

. 25 

A \'i'hat was my opinion? 

o ;~t that. time, yes f s ir, \;lnel l thi~ report was 

0.0 iHt [o j.. yuu . 
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1 A I woul d have to go back and aee whether I had 

2 any notes aa to what I though t of the report. 

3 0kay. 

4 'l'n at was Hewlett's opin i o n . 

5 ~1c you a t any t i me a fter r eceiving tha t report, 

6 to yo ur r e C(.)llact ! o n , tell Tom Sch loss or Dwight Lee that 

7 you didn' t reall y know what ho meant , whe ther he ~~ant 

8 

9 

10 u1 (1 yoa eve.r tell thom t ,aa t prior to them makin 

11 their inves tIocnt \II i tl,l you? 

12 Could you go t..:.~r~) ugh that q ues tion one more 

13 t i:.:oo7 

14 

15 

16 

17 

1 18 i , 

1

19 

1 20 
I 
I 
I 21 
I 

I 22 
I 
I 23 
! 

1 24 

25 

~ .. \y yo .... 'J:~~ld h ave to go b d Ck ;.lnd $e~ wha t your no t e s 

W(3 r~ , a nc; you r eal ly don I t have a li op i nion as to what he 

meant l~y that or 6i s c U8Sl.n g, i I. O~'H: :r IfIcrds , t hose 

me, 

I . 1 tilink tilat i s Di e ;; lit; .. i.e t t. ' S opinic!l of what 

~ 1 underst:ood YOu t<.:: ' 'il IlY t a~': ~: I tho ught you told 

that you di d rel y on this to t...'1e e xtent that you 
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1 1 ike to go back and answer the s tatemen t I made that the r 
2 are a variety of facts and figures early on in any mining 
3 ev~luati~n tha~ can be generated by a variety of engineer • 
4 I c an I t tel l you what lIty opinion of this report is. I 

5 believe if I I.ad endorsed t..'l.a t with my signature and had 

6 my &taInp on it that would be as indicating that it was 
7 inueed my representation. It was simply a report to me. 
8 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

_ .. . frou~ your company with your stamp and signa.ture on it 

en~losed that report, Exhibit 2, from Mr. Hewlett, and 

had no cau·t.ionary language fro;:r. y -; u and no disclaimers 

f r om yo 1.1 # would that be an indicatio Il b a sed on your prac-

r. would say prol;lably it would. 

Q Now, I a m trying to get back to my question. 

2\t any tioo, to your knowledgo , did y,)u advise ei ther in 

\;ri c.i i9 c.c orally, Mr. Sc:ll lo;;,f1 ex: t-';r. LE:e or both of them 

that Y0 l;. had not confirmed o r were no t sure or any other 

t..ypf:.! u L l..HscldimG.t: of t~.he fi ':Juras t.hat .t-1r . lle ·,.,le t t put 

in .his report to you? 

Oh, I t.hink that I must have, beoause --

Let me finish my statement . That wasn't my 

complet.E< quas.t.l. -.:m . It wasn' t cvm~) le\:e d yet. 
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1 Before l1arch 7th, 1979, when they made their 

2 inves tment. 

3 A :les, because wi tllout detail drilling and assay-

6 At that point. in time subsequent to March 7th, 

7 1979 , did you become a WQr e of the fao t that MJ:". Hewlett 

10 

11 Q Subsequent, after March 7th. 

12 A I ''A-"Oulll say ilia t faL;:ly short.ly after the 

13 begi n niny of t he projuct hi t;; o-.ltp~ ·r. was not too sat is-

15 In fa.ct, Ji m, th "..: .n? was a f>(Jint i n time that 

16 t.:h) 1rJve:at.orJ>, wh en it. c axr .• ~ time f0.r: the next ~25 , 000, 

17 

I , 18 

1

19 

1 20 
I 

12l 

ha u SOlliC 

, 
.:. 

Q 

A 

~ 

qU~'itions 

~eEi. 

III that 

I wo uld 

An<i. were 

&:>out WIH,1.'t "'!'as goiny on? 

right? 

say t"'l C '~ ' S ~rob~ly .... Orl.:€!ct .. 

Y')U aw~~ re tuat pu: • Ilewlett as vice-

I 22 presi~ent: vf SEA Hyciromet prepared a report ana l:ecoromen-

II 23 dations . t.hat his purpose -- I don I t know and I am asking 
I 

! 24 if you know wt~at his p u.r.pOii6 wail -- thAt he presenteJ to 
i 
I 25 Mx. p l.6·U tmJ. ~'lr. Schloss, and do Y(H.l l.·~call Q report being 

I 
I 
! 
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1 Clone almo.·t, well, a 11 ttle bit more than a m:>nth after 

2 thlS' a,gX'eElmant in April of 1979 when he made a report on 

3 \·; .i . dl. h ,;;,d h appent?d wi ththe project and that initial 

4 $25 {OOO ? 

5 A I tnink that I do. 

6 Q He was an empl oyee of SEA Hydromet at the time, 

7 VIAS h tol not, in April of 1979; Mr . Hewlett? 

8 Ye s ; al tJ}ou</ i ", i ti1 the provi~o that he was 

9 I (W"C ;;, t, ! .-' J.. :" y !.lC L}S p.l i d. ;-".i' t..h t:, pr ~) jec 'C ~~ t emcloyeo r.ates. 

10 I JIm. ALLEH; Let me have this exhibit marked 

111 I whic.t. I guess will be Exhibit No.7, the document dated 
! I I 12 1 May 22nd I 1979 It 

I 13 I (P 1" in tit fs • Exh~bi. No . "I "",rked for iden ti fi-

14 c .... tL;,n b/ t . ~ lJot:., ry • ) 

16 

17 

18 

19 

20 

21 

! 22 

123 
I 
1 24 
i 
I 

: 25 
I 

Q Let Ina show you wh Ct t has lJeen marked as Exhibit 

7 which is again this doc ur.>.en t dated May 22nd, 1979, and 

it i s s t gned by James Briscoe, Thomas Schloss and Mr. Lee 

extending ·the letter agreement of Barch 7th, 1979. 

A 

d .. m w t,h ',;;!!j l et's 90 off t...'1e racol:d a moment. 

(Plaintiffs' Bxhibit No. 8 marked for ident1fi-

c.'ft:ion by tiH5 Notary. ) 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

I 
19 

I 
20 ; 

21 

I 22 

! 23 
I 
! 24 
I 
I 
I 25 
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.BY lJl.R. ALLEN:. 

. 0 Back on the recor6. 

Firs t of all, Jim, de you recognize Exhibit 71 
A xe3, I do. 

Q ~.v is that your signature at the bottom of it? 
A Yes, it i8. 

o Now, if we can -- when you' Ie through, JiZll, let 

Q Lee's go ba.(.:k to the rrlO:lt..~ of April , 1979. Did 

you part..1. C'ipat~· Wi~l Mr. Hewle ~ t in preparing a report 
to t he inver; t':>rs prior to t..~em mak ing their second 
invest.rn~nt? 

reCOl'"QS UJ de t.o r mine tha t . 

Q If ;lJ.r. Hewlett. w.<t s making a report based on 

yo ... ~· pl:.l ~: ticv in your bu::iiues:j an.] in your corpo=~tioll 
t :: ,!~. ¥() ,l ~ .r l:" 5 1 t own~:c o f , would yvu nOl."lnally review 'WiHlt 

he 3e n t o ~t i n regard to sending to inve:;tors? 

A 1 would s ay thQt that's 0 good practice but in 

Q Or. Af'J: i l 11t.h, Mr. Hewle t t: sent a report 

directly to Tom SOO10196 and Dwight Lee? 

A At what: date? 

Q Apri l 11 t i" 1979« 
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Yes. 

And from the records I have shortly after or 

3 wi thin a couple of weE:'ka at. l~ast c.m acell tional inveet-

4 Jr;6l1t o f $~~,O OO was wired into the account of Tombstone 

5 Heap Leach. In th at report, and I will show it. to you 

6 in just a second, MI.' . HEMlett says that the rcmaininq 

7 x'if .. K. factors on t.his project -- it is canti tled " 'l'omb-

8 stone Project a j"; d ;:,.nfJ.1Y ii i ::. of hisk ane. Progress R.eport " -

11 Inetallurgy and me~l recovery. Five i toms . Recents 

12 results have proven the fcllowing: (l) Needs of finali-

13 (2) lotO risk; serlt lettere 

14 an'; con 1:.a ... ~~ ci all Cl.gencies. 

15 

16 

17 vd ues. (5} No risk. 

18 Old yc.lu review and agree with that analyzation 

21 

22 taneOUG ly to -. - I ~an' t tel l you wh,.: ther this was sent 

23 simult~neow>ly to Dick or 'I'om (>r whe the 1: I first. loo;:ed 

24 at it and t.h<.:'lU i t WilS l:I .:.mt. 

25 Q 
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6 
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8 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

I 
20 

. I 

I 21 

22 

23 
I 
I 

124 

25 
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or let' IS not assume a nything. Would you, baaed on your 

knowledge and baokgrour.d, traininq and experience and 

i andliarity with t l:.at project C.ow.1 there, \~o uld you have 
" 

sent. such a repol:t to those investors at that time? 

A Well, I thi~ i t is unlikel y I would have 

specit~cally endorsed no riak W1Qar ore reserves or 501-

Q ;,sn't. it. 0 ta,c t at ti. ~t- &Joint. in time ther~ was 

1.. I think that's correct ~ 

Q Now , also tt.erein, Jim, incl ud~d in t here is a 

Os.t.lli.. vi ct..sil ilo",-. L.ac. }I ou see that? I think it pro-

jectod it ior the ne~t monttl. 

.t-. );.;.,u are talking abo ut. under tho heacing , 

{J I think let.' 6 go another pag" or two. 

~ Oka ' ~ This is a. li~ t 01: depos its and checks. 

Q L&t' ~ ~ee if ~ ~an ~lnd it for you. 

Prc J6cted cash f 10\\·, the lr;i~lo.l.C p,,-ge of the 

<..t Do yo\,;. rQoall s6C1inoy any t.hil~g such as that 

whi ch t 'i;!. portcd.l..}" sta tes tho re. will be uiqnificant cash 
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1 A 

2 Q Based on your knowledge and experienoe, would 

3 you have arrived at that t ype of projection to be sent 

4 to jlote.ntial a nd ado.itioHal investors? 

5 

6 

7 

A 

Q 

A 

viell, I would not. , 

Jim, is SEA Hydromet, Inc., still in existence? 

No, it is not. Well, let me couch that remark 

8 t.:..a t. t.!. j·.:l re is d coq;'oration called SE}. Hydromet, but 

10 ! WIlen did that cease \..0 e ~ i5t baE. ically as a 

11 fUll.ct..iol.in9 corporation? 

12 when I terminated Dick Hewlett. 

13 Q h5 either in l..ts own ri~ht or a s a subsidiary 

14 of Su., Inc., din tl"a t cOl:porat:.ioH carry any insurance 

15 pol lei es i n regard to errOl:S, adld.sEi ions or negligence 

16 on beh a lf of ~!~:ploye~ ... ? 

17 A No, i t did not . 

18 o In I 79 dici youx company, SEA, Inc., carry such 

1

19 insuranc€' ( 

I 20 
I 
I 
I 
! 21 

I 22 
I 

i 23 
! 

1 24 

h No, it d i d not. 

Q houl<i i t. be co~rect i n (!~SUl.1 Iin!J it CEi.l; ried 

insu.l.'*l1ce OIl i ~s ~ars and vehicle E.:? 

A ~es. 

Eut at. no time ~iC; i t have any provisional or 

25 wllat we call in vur profess ion malpractice t ype of insur-

ance? 
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1 A No, simply because at one time I had checked 

2 into that, but there wasn't allY insurance oarrier that 

3 h ,::tJ. anx ex~erience in tha t othe r ~1an medica l policies 

4 and l e 9al . 

5 00 you car ry, and I alll not interested today, 

6 but back in ' 79, did you carry a general liability policy 

7 wi th the company; in other words, a l?olioy rr.aybe that 

8 CO V ..::::;; t hiugL o the r thQn aut ol.<ilJoile s? 

10 

11 COuld you provide your attorney a copy that was 

12 in eff';3ct i n '79 of any policies of liability insurance 

13 y v u IHlO oxc.'i.W:i i nJ o f c ars . I don' t wan t .:'Jolly of y our 

14 lH·' ~.)::r.)..,;~. lt.: :,;;, Luff , SO t.~~t. fle and I coul d t ake a look at 

16 i •. 

17 Q Number two I wo uld you go to yow: xacords and 

18 !. ;..,-; C '.,: ;. t,:) "i(.' u:c b Ees t. r ccol.:d keeping and recollec tion of 

19 what you pre s entea in i ts enti r ety tv Scll 10u s and Lae 

22 tlw.t:. , In.!\:. 011 tl'~e ,,~cor~ \~e ~aI1 do it this way if it i8 

23 okay with yo u. 

24 

25 2\.11 l :i gllL. L e t ' s have Exh i bi t .'.u. :J mark e d, 

-
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1 plea ••• 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(Plaintiffs' Exhibit 9 marked for identifica-

t iun by the Notary .) 

BY MR. ALL£N: 

Q Somewbere, Jim, prior to June 22nd, 1979, did 

you not have meetings and conferences with Tom Sch108s 

anc. b, qentieman by the narr.e of John Dean? 

}1. r £.)e l ie.v~ b O o As a mat.tE:~· of fact, there was 

eith~r ~ conversation or conversations between TOm · and I 

regar·dinq John Dean and let.ters, visi t.s frorn John Dean 

as early as i-1ay. Early lwiay, I believe. 

Anyhow, as a r(::.sult of a visit to the 'rombstone 

area betWeen you ano Schloss and J ohn Dean , you wrote a 

letter on June 22no , 1979, to .r.u'-. He-..:1t! tt and that latter 

1 have marked as l::xhibit 9, and it. contains fivo pages. 

1 would ask you to look at. that and see if you 

reco9nize that document And i f that's your signature on 

A 

Ana does this accurately reflect your feelings 

a& to h~s, being Hewlett t s, perforulance at that. point in 

A Yes. 
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1 To your knowledge did , the proces8 and proce-

2 dur es from the extraction of the precious metals given to 

3 yo u by I-1r. Hew-lett and i nlplemented ~own at Tombstone 

4 E; v' \i:r W01:~ s a t is f actorily while he was on the project? 

5 

6 

A NO . 

Did he e ver advise you prior to -- first of all, 

7 prior t c March 7, 1979, that he had had experience with 

8 that ,..l"oject or that p r ocedure tha t h e had pres ented ar.d 

9 but'n to): ~ t,j o t.i'1e1; quali f ied peop h: tnQt i ,t a.i.cin · t. wv r k7 

10 No . 

11 Q Did he at any time before yo u terminated him 

12 b ut aft,(; J; the a greemen t tel l you that ? 

13 A No . 

14 'oJ Did you o r the o r gani zation, Soutllwest, SEA 

15 Hy dr ome t. t ever issue stock to the two of yo u'? 

16 A No. 

17 

1 18 ' 
! I 

0 

A 

Di d 

L.tt, 

Mr . Hewl e t t a t any 

me illiike sur e. Let 

t ime ever own any stock? 

n~ re tract ·that . I am 

1

19 
i 

1
20 

not £lure 

Q 

21 A 

22 Q 

23 in SEA, 

24 A 

I 25 
I 
I 

I 

we d i d o r W~ dic.ln ' t.. 

'i.'h~ records WOyl,u s hvw? 

'l'he .t'e cvrd~ woul d s now. 

l.)i ~ Mr. Hewle tt at any time, 

Inc.? 

No. 

Or any othe r corpor'-ltioll? 

J iLl, own a ny sto~k 
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No. 

Is it a fact that he did not ever have stock 

3 i n AWl tin ~.ining? 

4 A Yes , I believe that's correct. 

5 o And Again I realize the~e are othor ways of 

6 doing this, but it would be something like I would have 

7 t:c ask you to check with soniebody about the stock owner-

8 ship, but let. roo ask you this. Is thero anybody that 

10 l~o • 

11 1 11 reg-aId to the l\ust.in Mining and Mineral, 

12 whatever rand SE]\. l1ydron.et, I would like to se (;; if t,1-jere 

14 H:-•• KrrI"l'L£ ; Ce:n:..a i nly. If we can do i t it, 

15 will be, helpful to me a nd 1 wi ll enUlN,:,\rc'.t.E. t.~OSt= t '1 inc;:; , I 
16 s e verc.J. of wh ich have been, attac.he'';' curing the depos ition I 

18 o Di.j. yo u as a p~rty in the ag:reement between 

19 yoursel f tlnd Schloss and Lee. well r l ('t rn€ o ad'.;. off 

20 t h a t . 

22 r elat.iom;hip with S£A HyJ.~'olnet , t'lmploy and/or commission 

23 M:r. Bewlett t.o provide and a cccr.lplish t..~e representations 

24 and objectiv e. that he set foxt.h in Exh ibit 2, to wit, 

25 lllakG t he 'Iot(lDs t..one project. a turn- key o;?~r a t,i .:m to 
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sufficiently produce precious metals to support an on

going production? Ie that what he was hired for? 

A No. 

Q Why then do you £tate in Exhibit 9 that our 

ori~inal objectives of Tombstone were to expend in the 

range of $25,000 to make in situ tests of your Inetallurgi 

cal tcc..:'u li::aues, which you warranted would verify the 

WC-l.nique3 ~wc. put u.::; into ~s~ibl€. pr":>..:lucti ol1 with a 

~ _''::' '.:.. u:'.':;', in l cash flvw1 I 
~~ In(.;;) as/; you tlas; Is t hat wh at hE:: was hired I 

to ao, what 1 just read fron. :L:;l.: .... ,ibit 9? 

A To SEA Hydro~~t? 

U NO, hr. uewlett. 

J. l ' tTI SOl.l.-y. No . Yo u ax \.· asking me ,.;as Dick 

hire d as th~ -v ice-p:r:e!.>·ic..;,nt. lU. l.! <;en~.ca.J.. manager of SEA 

l~ lle 'lIOc.,s LirE:1d to p ~r ~ uc :.is i oeaa i n metallurgy 

as they specifically a~plied to metallurgical leaching. 

Tl,o .To~;J COne P:coje c ·t was one of t:....'le thir.gs tha t. he 

vihat is pur~o., .. tec1 i ll. that lett.er '~ as the objective of 

the $25,000 which was the in situ tests of those l~thods. 

No more than ~ 25,OOO shoulu h ave been expended in that 

endeavcL, and the f .:lct t.lla..; he conc.i •• uel..,;. to re~ort posi-
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1 U ve res ults which resulted in Schloss and Lee putting 

2 in addi t iona l mone}' was not the initial intent. 

3 The initial i n tent was to spend $25,000 to see 

4 whether that would 90 i n to production and if it would 

5 no t, th~n they still had partioipation in a very visible 

6 a nd in a very important mining district, but you have to 

7 go bac k s equentially to normal mining exploration plan-

8 fling, GIi".:iin:1. t ion ana ore res erves, et cetera, at cet.era. 

11 
I 

12 / 
l3 I 
14 I 

15 

16 

17 

18 i 
1 

19 I 

20 

21 

, 22 

: 23 

24 

25 

\\a~j i t not a fac t..~ Jim, that. Mr . Hewlet.t ano 

you were going to own a portio n o t the lease o n TDC 

toga the1 through another enti t y ? 

A I thi nk t hat ' s p robab ly correct. 

Q A!'u;l i s i t also not a fact that you and Hewlett 

put this p rvjec t tc~a ti~ e :s.- a nd pres~nted it to Ml: . Schlo ss 

a rsCl. .t-il .. Lee l(;,;Cjues t.i ny l. !Nestr.l8nt , oln o ther words, your 

go(.;log i c int.erest , h i s ability to ne got.ia tE: and experi-

you p r esenwe. th is. to Sd .lv6s and Lee A6ki 1l9 f o r t he 

fina nc ial support ; 

A 

]u.(l "d. l east as o f June 22 ,nu, 1979 , yo u 

re ol~ z eci that his s i de of it at l eas t wa&P' t 9cin9 to 

coma to frui t ion ? 

Yes , that' s correct. 

And io it not in ~~is situation, an~ yo u 
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1 correct me if I am wrons, but it was not only to test his 

2 methods on in situ testing but to state, as you put it, 

3 possible production with substantial cash flow? Was 

4 that not part of the purpose and ~art of the representa-

5 tion to the investors? 

6 A Of the initial 

7 Q Tombstone project. 

8 A ~os , I would s ~y so. 

10 IaOUths attar it st.art.Cd, th~ iI1Vestors hac put ill as you 

11 ~ai fo~ time~ budqst, $100,000, a nd Mr. He~lett had 

12 changed the metallurgica l approach several times w) t:h 

13 inadequat~ documentat.ior. and he had not scient.ifically 

14 verified or documen t c;: d e ven t:;)e neg.:!tive res ult3 of his 

15 wort.., W y,- w:- knowl€:cge. and ualess 1 w,! b<ld at J:c.:lding, 

16 you w~re.- prolt.!ssionally ups e t. ","'ith hiut and r~ i ~; perf orm-

17 anC(il. 

18 A Yes. 

19 Did you feel professionally en June 22nd, 197~: 

20 t.'1at yo -v. Tt'iere responsible in any way for Mr. Htv .. dett's -

21 perforroanca or laci~ thereof? 

22 A .tiad I not fel"\;. so I proDa..Jly would no t h"vtl 

23 continued putting in nrx own money and time, and aftar I 
, 24 

terminated Dick Hewlett it was to the tune of sorne 

unreilllbw:sed effo~ts , and I s hould stata here I 25 $40,000 of 

L 
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1 that we were very generous in recording our time; in 

~ other words, we spent many, many 12 to 14-hours days on 

3 which I don't thi nk were a.dequately charged. So those. 

4 are cons~rvat1ve figures. In fact, I submitted early on 

5 the idea that Dick Hewlett should be terminated which 

6 was at one point in one telephone conversation with Torn 

7 Schloss who said no, we wil l not terri,inata him beoau$e 

8 tl'.cn-;. Ii: n .. t. an,ibQdy e l se to tclh ~ ow.:r r ight now. I said 

9 .I. d(II) ' t . a gr ee W.ittl th a t, c t ce L~l:d. 

10 Q Ok.ay . 

11 A Let me also point out that at no time was I 

12 r~c~iving profossional f "-, C8 f or IieVl10tt' s services and, 

13 there fore, it. put rnB ill ~ grf; ~, i;. b i nd. in which I could not 

15 c"=lsh dl:a1H I ha.d alroad~ urHle l gone. 

16 l;)ut in fai.rn~5ti, J i ll., tl1i.3 WdUIl.'t a aituation 

20 tir. He· .... 1Gtt had pr.;)prie;;.,.,ry o r: po t.en tial prop~-ie!;ary 

21 j, i1 t;,~re~!. in this proj .act; is that COl.'xcct? 

22 A Yes . 

23 Q That d06S in the industry affect mcJ.ny tirH~ s 

24 Yo u Jtav..e 

25 contr.ibJtion~ $ometi~s oVur and above? 

RONALD L. LUNSFORD 
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A Yes, but 1 had already, as I pointed out earlie, 

put in approximately $55,000 prior to obtaining any in-

volvement of their own and stated very, very carefully 

that I could not become involved in the project without 

auequate professional compensation and would have stepped 

out had that been so. 

Q And in fac t did? 

A !fi nally . 

Q In l'(ovembel or somcthiI;~ }.ikc that of ' 7 ') 1 

1. Yes. 

Q hTould I be corrl.!.ct Lhat you had been putting 

together this si tuation , Jire, th i s operation or this 

project, yc u had u coupllZ of ~y: aL. ill kind: One I to 

it could be sl.l\.: at. Q prQfi t. to , r:;. l:!.y , a majoz: company? · 

A Corr~ct. 

Q So that w~s probably the O::, jE~c tive of: you ,!;if.d 

the investors when you discussed this matter, wus it not? 

A Well , yes , I t~ink so . 

rJ To your knowledge aft.er you terminated Mr. 

Hewlett, do you kno·v-: whet..~ar he presented or attempted 

to present this process of his to any other potential 

usel:'£ 0 fi t ? 

A It i s my under~tanding ~,at 

i 

he die, and indeed I 

RONALDL. LUNSFORD 
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1 got one of the people who was working with him during 

2 this period to invest their savings in it and it turned 

3 out unsuccessful. 

4 o Was that a family in Tombstone involved? 

5 A Yes. 

6 MR. ALLEN: 1 think that is all the queations 

7 1 have got. I can I t think of any tiling furtbez·. Basic-

8 ally vie hava tne reciprocal agreement, Jay, a!ld if 1 ant 

9 coru~c t, ?erhaps you nacO to talk to Ji !T. and 1 IIid.jl need 

10 to tall~ to IL.y client -- this can be off the record, Ror •• 

11 (Discussion off the record.) 

12 MR. KITTLE: I do have a few questions just 

13 for clarification. 

14 

15 EXAM.NATICN 

16 B~ y~. KlTTLE: 

17 Just to clarify soma Clings here, Jix'1 , first of 

18 all, when you talked to 'I'em Schloss in terms of h i s 

19 involve~nt in the Tombst.one Froject, did you beliove 

20 hiro to be an experienceo investor in mi;leral propGrtiee'f 

21 

25 

A xes, I certainly did. That, a~Qn9 the reasons 

that I tAlkeu to him, is he ha~ been involved as early 

as 1968, I believe, in mineral irlVestment tlu'ough Hewl et t 

and possibli others. 

o i'lllen you talked with Dick Hewl~: tt cwout thi~ 

RONALD L. LUNSFORD 
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1 so-calle d IPS process ~lat he is working on, did you a t 

2 that time believe h im to be an experienced profe.eional 

3 i n the fialo. o f met.allurgy? 

4 A NO, I really did no t . 

5 To the best of your recol l ection, when was it 

6 that Sch l oss and .Lee took o ver the management o f the 

7 Tombstone Proj e ct? 

8 t· .~ 

10 dat~ of Exb.ihi t NO. 7 I ar.d whe.~ was 1. i ll v..)s Angeles? 

11 I t wa s I .believe t he day before I boarct~d t11e plane f o r 

12 J apan, and that vias -- Hay 22nd, so it ..... a s pri oJ:: to that 

14 

15 pro je c t t d ie; t..'1 ("; t i ncl u\.!€ f: Uf C1·V.:. !.:1::"1l vi Die .. LG\~'lett and 

17 A le&. beC'iluse t.he~( WE;re;, c:onve:rsing by telephone 

118 ' 
I I 

ane:: 1:-'"ler\; wer l,:! n",'1!()' conversa t.ionE: I was not privy to. 

I 19 I 
I Q To C!H7: b 8,s t. 01 your r c cc llection, Whe l\ was il 

20 that yO\J first urseo the t..c l.'"nd na t l c n cf J:.i c k Ue~lett7 

21 h I EU!,j;I€.ct it Nas d.iloCLl.i' or. n~}' rc u;:)~ from 

23 tla:E:.c 'N~eks afteI' tJlat.: date . It WQul ... have beel. the 

I 24 22nd, so it 1l,US t hav~ been mia-JunE; . 

25 .LH.. KI 'l"I'LL.. ~ 1 ha v (_ no f or u. t,' 1: qUE: S t ion s • 

RONALD L. LUNSFORD 
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1 HR. ALLEN; I don f t have anything else. Why 

2 don I t we make this oontinuing 80 we don't have to worry · 

3 about signa ture at this time, and I know he wants to read 

4 ever-j'thing one day and we can do it. 

5 

6 

7 

8 

9 \ 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1

19 

I 20 
I 

I 21 

22 

23 

1 24 

I 25 

JAMES A. BRISCOE 
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I, Ronald L. Lunsford, & Notary Public duly 

commissioned under the laws of the State of Arizona, in 

and for the County of Pima, do hereby certify that I took 

CC'rt'r. in shorthand t."le questions propounded to and the 

ans'del's given by the witness a t tile. tiJne and place here

i tiabove set forth; that said witnGss, before te~tifyin91 

wa~ by me duly sworn to speak the truth, the whole truth 

and nothing but the truth in the cause aforesaiJ; and. 

t:l.~" '.: the foregoing is a full, true am:1 correct transcript 

G f t..~ e t es ti r::.ony gi van by said wi tnea s .. 

:: further certify that I am not an at t orney 

o r counsel for either of the parties o r a relative or 

e~~loyee of any attorney, counselor party connected 

wi th the action, or financial l y or o~lerwise interested 

it t he aC tie D. 

~; :'l'liLSS l1Y HAND AND SEAL at Tucson, Arizona, 

tll is __________ d~y of October, 1980 . 

Notary Public 

Hy Columissi.:::. Expires: 
June 11, 1984 

_1 ____ _ 

RONALD L. LUNSFORD 
COURT REPORTER 

TELEPHONE 623·3375 





QUESTIONS TO ESTABLISH VALUE PRODUCED FROM OPERATIONS OF 

TOMBSTONE EXPLORATION, INC. (Tom Schloss) 

I MINING COSTS 

II MILLING OPERATION 

III REFINING 

IV ROYALTY PAYMENTS TO THE TOMBSTONE DEVELOPMENT COMPANY 

V TAXES 

VI NEW YORK OFFICE OVERHEAD AND TRAVEL 

VII CONSULTANTS 

VIII RAISING OF OUTSIDE CAPITAL 

IX OWNERSHIP 

X OFFERS FROM OUTSIDE ENTITIES 

XI EXPLORATION 

XII MISCELLANEOUS ITEMS 

! 



I MINING COSTS 
A. Please list all the types of earth moving or mining 

equipment used at the T.E.I. operation. 

B. Is this equipment owned or leased by T.E.I.? (JAB - I 
think either leased or contracted.) 

1. If leased: 
a. Is it on lease/purchase or simple lease with 

purchase option? 
b. What are the monthly lease payments? 
c. What is the purchase price and what date? 
d. Please give the yearly (or monthly) 

operating, maintenance, and fuel costs of the 
operation. 

2. If purchased: 
a. What was the purchase price of the whole 

fleet? 
b. Is any part financed? 
c. What rate of interest is paid? 
d. What is the annual (or monthly) operating 

costs, including interest, depreciation, 
maintenance and fuel? 

C. If the mining is contracted (JAB thinks it is), 
1. What is the cost per ton to move a ton of ore from 

the mine to the crusher? 
2. From the crusher to the leach pad? 
3. From the leach pad to waste? 

D. Summarize the mining sequence 
(JAB COMMENTS on what he believes it to be) 
1. Rip with bull dozer or blast and rip. 
2. Load with scrapers. 
3. Dump at surge pile in front of crusher. 
4. Load with front end loader into crusher - mix with 

cyanide solution and cement. Ore is pelletized and 
conveyed from the crusher to pelletized surge 
pile 

5. Load with front end loader onto dump trucks. 
6. Haul by truck to the leach pad and unload. 
7. Leach with cyanide for 48 hours. 
8. Pick up with front end loader. put in trucks and 

haul to waste dump. 

(Observation - JAB & Others - rock is handled way too 
many times. Careful analysis & re-design could reduce 
handling and, thus, expense). 

E. Who designed the mine plan? 

F. What consultants reviewed the mine plan? 

G. What were their recommendations? 



H. Have their recommendations been carried out? 

1. If not, why not? 

I. What is the overall cost to move a ton of ore through 
the mine - leach, waste process? 

J. What is the waste to ore stripping ratio? 

K. What are the current ore reserves? 
(JAB COMMENT ·: Numerous mining companies have examined 
the T.E.I. Operation. None feel they have developed 
any ore reserves, other than rough geologically 
indicated) 
1. We would like to have you state these in terms 

defined by the U. S. Bureau of Mines & U. S. 
Geological Survey. 
a. Measured (JAB sent this to Schloss 
b. Indicated 9/8/79) 
c. Inferred 

2. Please describe the sampling method used. 
a. Backhoe 

1. Sample size 
2. Description of how taken. 

b. Diamond drill 
1. Depth 
2. Core recovery 
3. Splitting method 
4. Was core logged 

a. By geologist 
b. Non-professional 

c. Rotary drill - normal circulation. 
1. Air 
2. Mud 
3. Sample interval 
4. Sampling method 
5. Core (cutting) board constructed 
6. Was core logged 

a. By geologist 
b. Non-professional 

d. Rotary drill - reverse circulation 
1. Air 
2. Mud 
3. Sample interval 
4. Sampling method 
5. Core (cutting) board constructed 
6. Was core logged 

a. By geologist 
b. Non-professional 

e. Air track drill 
3. What was the drill spacing and depth. Also, on 

spacing and depth of backhoe cuts and spacing and 
depth of any other sampling method. 



4. Who designed the exploration program to define ore 
reserves? 
a. What is his educational background? 
b. Is he a registered professional in Arizona? 

Any other state? 
5. What consultants reviewed the program to define 

ore reserves? 
6. What were their recommendations? 
7. Were their recommendations carried out? 

a. If not, why not? 



II MILLING OPERATION 

A. Please describe in detail, the mill circuit at the 
T.E.I. operation. 

(JAB understanding of mill circuit) 

1. 
2. 

3. 

4. 

5. 

6. 

I 7. 

8. 

9. 

10. 

Crushing to 2" minus. 
Addition of portland cement and moistening with 
cyanide solution. 
Crushed ore, portland cement, cyanide mixture is 
conveyed up a short conveyor. The angle of the 
conveyor is adjusted so that the ore rolls 
backward somewhat more slowly than the forward 
motion up the conveyor, thus making balls or 
pellets and, thus, agglomerating the ore, which is 
discharged from the conveyor into a surge pile. 
The agglomerated ore is allowed to cure for some 
hours, either in the surge pile, or on the leach 
pad. The heat of the cement reaction assists the 
cyanide in dissolving contained gold and silver, 
and holding it in solution~ 
The leach pile is sprayed with cyanide solution 
washing and further leaching the agglomerated and 
pellitized ore. 
The cyanide leach solution with dissolved gold and 
silver (pregnant solution) is collected as it runs 
out of the heap and piped to the precipitation 
plant. 
At the precipitation plant, zinc dust is added. 
The zinc replaces the gold and silver in the 
solution and metallic gold and silver particles 
are filtered out. 
The filtrate containing some zinc, diatomaceous 
earth (which acts as part of the filtering 
medium), are placed along with fluxes in a furnace 
and melted. The gold/silver melt separates from 
slag, and is poured off into ingots. This is 
called dore bullion. 
The dore bullion is shipped to the refineries - in 
this case, Englehard Minerals in Anaheim, 
California. There it is refined electrolitically 
into 99.999% pure gold and silver, melted and 
poured into gold and silver ingots, and stamped 
with the refiners stamp. 
The mine is paid in dollars or "in kind" (bullion) 
by the refinery, after deducting their fees. 

B. What does agglomeration mean? 

C. Where did you first hear about agglomeration? 

D. How is the agglomeration/pelletization done at the 
T.E.I. operation? 



E. Where did T.E.I. learn of· ~his proceedure? 
(Hewlett introduced the idea of cementation/ 
agglomeration. This is in reality, the "I.P.S.", or 
induced percolation system or substances. JAB 
introduced John Dean to the personnel at Mountain 
States Engineers, Inc. & during the tour of their 
facilities, we were shown their pelletizing conveyor. 
It is this same system that is in use today.) 

F. How much does agglomeration increse mineral recovery? 

G. How much does the agglomeration process cost per ton? 

H. Is it true that the Tombstone operation is the first 
mine in the nation to use this process? 
(This is true according to a news article in the 
Engineering and Mining Journal magazine. November, 
1982 - remember - 1st recommendation by Hewlett) 

I. Where are the Merrill Crowe · zinc precipitation units in 
the T.E.I. operation manufactured? 
(These are from the State of · Maine Mining Company, 
Tombsone, discovered by Dusty Escapule's (T.E.I. mine 
manager) uncles. They were first recommended by JAB.) 

J. What is the current capacity for processing pregnant 
solution? 

K. What is the average assay per ton of pregnant solution? 

L. What are your near term plans for the precipitation 
plant capacity? 
(JAB learned from the State of Maine Mine Co. that 
T.E.I. is purchasing additional precipitation units to 
bring installed capacity to six 300 ton per day (71.968 
gal./day) plants for combined capacity of 1,800 tons 
per day (431,810 gal.) of solution. If we know the 
average grade per gallon of solution, then the silver 
and gold per day can easily be calculated.) 

M. Are these plants on lease or have they been purchased? 

N. What is the average metal content of the ore mined? 

July records submited to T.D.C. show 0.023 oz/ton gold 
and 1.8 Oz/ton silver. 

1. Gold 
2. Silver 
3. Lead 
4. Zinc 
5. Copper 



o. What is the cut off grade in dollars. 

P. Is lead, zinc or copper ever recovered? 

Q. Realizing that high grade ore running up to and above 
80 oz. silver per ton was mined under ground in the 
Contention area, and that some similar grade material 
was encountered in the early phases of the current 
operation, what proceedures are carried out when such 
high grade material is encountered in the present 
mining operation? 

R. Has high grade ore ever been collected, and: 

1. Specially treated for enhanced recovery? 
2. Shipped directly to the smelter? 
3. If not, why not? 

1 

S. Have screen analyses of the T.E.I. ore ever been run to 
determine which size fraction contains what percentage 
of the gold and what percentage of the silver values? 

T. Would it be practical to screen and treat the fine 
material in an aggitation leach plant? 
(Paul Turney, metallurgical consultant to Tombstone 
Development Company, has run screen analyses and feels 
it would be feasible to screed out fines and run them 
through an aggitation leach plant. 

U. Who has designed the metallurgical circuit? 

v. What consultants have reviewed the metallurgical plant? 
(I think that he will mention Dr. John Dean. Dr. Dean 
is a chemist, and not competent to design metallurgical 
plants. Elargement of this point may be in order.) 

W. What were their recommendations? 

x. Have their recommendations been carried out? 

1. If not, why not? 



III. REFINING 

A. Describe the refining proceedure of the metals produced 
from the T.E.I. mining operation. 

B. Where is the T.E.I. produced metal refined? 

C. What is charged as a percentage of the gross metal 
value for this service? 

1. Is this competitive with other refineries? 
2. Which ones have you received competitive bids 

from? 

D. How long have you been using the current refinery? 

E. Who did you use previously? 
(Why did he change refineries) 

F. Describe your relationship to this refiner? (This was 
the guy Schloss set up to do his refining). 

G. What was the gross value of in ounces of silver and 
ounces of gold in concentrate shipped to this refinery? 

H. 

I. 

J. 

Tell me the meaning of umpire assays. 

How were umpire assays run on the concentrate shipped? 

1. To the New York refiner? 
2. To Englehard? 

How was payment received from the New York refiner? 

1. In cash? 
2. In kind, i. e., gold and silver bullion? 
3. If in kind, where was this metal sold to get 

dollars for the operation? 
(Potential here for a sweetheart deal since much 
of the metal may have been sold through a shop 
owned by Mrs. Schloss (Harry), as gold and silver 
jewelry. - Could enlarge on this). 

K. How do the smelting and refining charges of the New 
York operation compare with that of Englehard? 

L. Have you had any consultants review this aspect of the 
T.E.I. operation? 

M. What were their recommendations? 

o. Where there recommendations followed? 

1. If not, why not? 



IV ROYALTY PAYMENTS TO THE TOMBSTONE DEVELOPMENT COMPANY 

A. How much has been paid to date to the Tombstone 
Development Company? 

1. On what royalty basis? 

B. How much in dollars per ton produced has been deducted 
before calculating their royalty? 

C. What do you project their royalty to be during the next 
12 months assuming: 

1. $400/ounce gold 
2. $lO/ounce silver 

'----------- ~ ~ - - ~ --



V TAXES 

A. Please state the net income of the mine before taxes 
for: 

1. 1979 
2. 1980 
3. 1981 
4. 1982 
5. 1983 - projected 

B. How much income was declared for T.E.I. for the years: 

1. 1979 
2. 1980 
3. 1981 
4. 1982 
5. 1983 - projected 

---~----



.-----~-----------------------------------

VI NEW YORK OFFICE OVERHEAD AND TRAVEL 

A. What business do you spend the majority of your energy, 
effort, and time on? 

B. Do you keep a daily log of hours expended such as a day 
timer log? 

1. If not, how do you account for your time? 

C. What percentage of your time do you spend on the 
business of T.E.I.? 

D. Please list the officers of T.E.I. and their annual 
salaries. 

1. Chairman of the Board 
2. President 
3. Executive Vice President 
4. Vice President of Mining 
5. Secretary 
6. Treasurer 
7. Board of Directors 
8. Others not listed above 

E. How many trips per year do you make from New York to 
Tombstone? 

F. What is the duration of each trip? 

G. Where do you stay while in Tombstone? 

H. Give your annual budget for travel, food and lodging for 
your commuting from New York to Tombstone 

1. 1979 
2. 1980 
3. 1981 
4. 1982 
5. 1983 - projected 

I. Please give the total New York office overhead budget 
allocated to and paid by T.E.I., paid for year 1979 
through 1982, and projected for 1983. 

1. Office space 
2. Supplies and equipment 
3. Telephone 
4. Postage 
5. Secretarial 
6. Executive and Board of Directors salaries or other 

renumeration. 
7. Food, travel & lodging 
8. Entertainment 



9. Insurance of all types 
10. Retirement funds 
11. Consulting fees 
12. Legal fees 
13. Underwriting fees 
14. Accounting fees 
15. Computer expenses 
16. All other expenses not itemized above 
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VII CONSULTANTS 

A. Do you or have you in the past made use of consultants? 

B. Please list the names, affiliations and addresses of 
consultants you have used in any way related to the 
T.E.I. project from 1979 through the present time. 
These might fall under, but not necessarily limited to, 
the following catagories. 

1. Legal 
2. Accounting 
3. Underwriting 
4. Business management 
5. Mining engineering 
6. Civil engineering 
7. Metallurgical engineering 
8. Geology 
9. Mineralogy 
10. Hydrology 
11. Aeronautical 

--------------- - -- - ----------- ---~---



VIII RAISING OF OUTSIDE CAPITAL 

A. Are you in the process of raising money for the T.E.I. 
operation? (yes) 

B. How much money is being raised? (Said to be $6 million) 

C. What is the vehicle for raising this money? 

1. Limited partnership 
2. Joint venture 
3. Partnership 
4. Loan 
5. Debentures 
6. Stock sale 
7. Selling forward the production of the mine 

D. Who is the underwriter? 

E. Is this offering registered with the Security and 
Exchange Commission? 

F. What states will the offering be made in? 
(6 to 7 states supposed to be approved as of this date, 
per comment from Bill Hight) 

G. Has full disclosure been made that T.E.I. does not own 
all of the lease from Tombstone Development Company? 

H. Has a cash reserve been set aside in an escrow account 
to make payments to Austin Exploration & Mining Co.? 
1. If not, why not? 
2. If so, how much? 



~ I \ 

IX OWNERSHIP 



X OFFERS FROM OUTSIDE ENTITIES 

A. Has T.E.I. ever been approached by any other companies, 
mining companies or other types, or perhaps, individuals, or 
partnerships, to: 

1. Buy 
2. Sublease 
3. Joint venture 
4. Invest in 
5. Enter into a mining partnership with, or contract 

mine, mill, or produce jointly in any way? 

Please list any such offers chronologically 

B. What has T.E.I.'s response to these offers been? 

C. Currently, an offer has been made to purchase the 
T.E.I./Austin Exploration & Mining Co. lease by HIMCO, a 
subsidiary of Tenneco. How have you responded to that 
offer? 

D. Phelps Dodge is currently interested in a sublease on 
the Tombstone underground workings from the T.E.I./AEM 
lease. 

1. Have you informed AEM of their interest? 
a. If not, why not? 

3. How have you responded to them? 
4. Are you assisting them in their studies? 
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XI EXPLORATION 

A. Please describe the current efforts you are making to 
develop ore reserves within the T.E.I./A.E.M. lease 
from Tombstone Development Company 

1. For open pit ore 
2. For underground reserves 

B. What are your projected plans for: 

1. 1983 
2. 1984 and beyond? 

C. What efforts are you making to bring in outside 
expertise to help develop the open pit or underground 
reserves? 

D. What effect do you think the presence or absence of ore 
reserves have on the value of the T.E.I./A.E.M. lease? 



XII MISCELLANEOUS ITEMS 

A. Do you anticipate the purchase or lease of an aircraft 
for the T.E.I. mine? (yes) 

B. Will it be purchased or leased? 

C. Please tell us the type of aircraft anticipated 

D. What will be its hourly operating cost, on an annualized 
basis, including: 

1. Purchase/lease 
2. Hanger 
3. Pilot(s) 
4. Maintenance 
5. Insurance 
6. Fuel 
7. Depreciation 
8. Construction of landing strip at mine site. 

E. What will be its annual cost to the mining operation? 

F. Will it be used for other purposes than those directly 
related to T.E.I. mine. 

G. What precautions will be taken that should key T.E.I. 
personnel will be killed simultaneously, should a 
serious crash occur, that such an event would not 
jeopardize the mining operation and the T.E.I./A.E.M. 
lease? 

H. Are you now, or have you ever been, under the care of a 
psychiatrist? (yes - could enlarge on this). 

I'_--~ __ ------------------
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23 Trclns'lmcr.ica lJuildill G, 111 t.h e C ity or Tl : c:~; on , COlmly (,1' Pima , 
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day of Septembe r, 1 980, commencin ~ at the hour of 9 :30 a.m. 

2 on said day, on behalf oT the Defendants in a certain cause 

3 no .... ' pending in the Supe rior Cou r t o f Pima County, Arizona. 

4 

5 :'TTP L1.ATIONS 

6 It wa s stipulated and a~rc~d by and between counsel 

7 that this deposition coul d be taken a t this time and place; 

8 that notice of filin g the deposition v.o uld be ..... aived ; that 

9 objection s v.o uld be in accord"Hlce \\} t,l tr~e !\ules of Civil 

11 signature of the v:i tn ess to the deposition v!ould not be wai-ved 

12 

13 fVlIL _ KIT T L E : I think j t v:ou ld also \)e I:'.oo d to r eflect 

14 at the outset of this depositiur": ci1i_H 1'1r. [._! leI: and I have 

1 5 a g r c edt hLt t the s e de po s j t i () n s v:i 1 1 :) c c 0 J1 ti ri U (:: J , nam e 1 yel l e 

16 depositi on of James Br i scoc:and tile deposition of f'.1r . ~chloss ; 

17 and that each of us has reserve d the right to continue t he 

18 deposit jon of opposinl'. par·t;je~; :1(; i.l latc!' tirne . 

19 MH . j '.LLEN : l3 as e J u)) U rl f u J' l_ , : i..: r ci i. s c en'; C I' Y Lit 1 din [0 rr, 1<1 t i 0 r , 

20 'I. e rnLty develop tr)at \-.'C may \"iil,t L') cunUnuc tu t:I\--:(: acJ cJit iu[ia L 

21 testimony v,itlJout prejudice to c: t~!c;- party a1C I f)i', the li.nes 

22 of harras smen t, you know, over :1iU! Li: ) le cJCi~()sit _i.ons, this 

23 

24 

25 

type of thing . 
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day of September, 1 980 , comme ncing at the ho ur of 9: 30 a.m. 

2 on said day, on behal f of the Defendants in a c e rtain cause 

3 now pending in the Superior Court o f Pima Co unty, i\ri zo na . 

4 

5 :iTJPl Li\Tlm·I ~) 

6 It was stipul ated a n d a~n:: ed hy Cind lJetv:een counsel 

7 that this depositio n could be t ake n a t th is time and place; 

8 that noti ce of filin g the deposiLi. on v,o u l d he v;aivcd ; that 

9 CJbjecticlfls v.-ou) d be in accCJ r d2!rlC<" \',"1 th th e BuIes of Ci vi 1 

1 0 P r () c c d u r eo f til e :.:; u pe r i. 0 r C U IJ r' t u [ t he ~ . C (l teo f t. r 1. Z U fl d ; t i1 at 

11 signature of the v.itness to the deposition v:ould not be \·:aive d 

12 

13 I,m. KITTL E : 1 thin k i.t \': uu ld al~;o b e !.'.ooej LO r e flect 

15 ag l~ee d that the se (;cposi t iu n s v: ill lH' cunt.~ : ·, ·.J(~ d , tldIne: ]y ;.;ile 

16 deposition o f J urnL'~-' El'isco<:<J11d Llw d c ;' ,)~; it.i o ! ~ of /"·ir . : ;c hlos ~ ; 

17 and that each of us has r eservc:u the ri )"bt t o continue the 

18 depositio n of op:.)(. ' si..nl~ p ~H·tic s <-IL ;\ I (.:tf: l ' tiri l t: . 

19 

22 o f harr <:J.sslll e nt , y o u knov: , u ver Iilllil. i i ' lc: u(': '() :jiti o I 1 ~; , th is 

23 type of th ing . 

24 

25 

That ' s our agreement. 
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THOMAS H. SCHLOSS , 

2 a witness called by the Defendant as, an adverse party on 

3 cross examination, having been fir s t duly s ... :orn to state the 

4 truth, the whole truth, and n o t hing b ut th e t r'uth, te s tifi e d 

5 on his oath as follow s : 

6 

7 EX AI-lI NAT IOiJ 

8 BY MR. KITTLE: 

9 Le t's s t a r t OtJt: he r e , T Off! . [ I Y atikinc you please (0 st al. e 

10 your full nam e and your' ildu r e~ ; s? 

11 !Vly home addre S5? 

12 Yes. 

13 A Thoma s II. Schl o ::;s , T- h - e - ;' - r - j - o - J' - y , Pel h <lfll r·'larlor , 

14 Ne w Yo ck , P - e - l -h- a - rn . f")(: \, Y(ld( . 

15 

16 A 

17 

18 A 

19 

20 A 

21 

22 A 

23 o 

24 A 

25 Q 

Torn , \, ' ilC I't' a r c you crflp l oy('( i ~ 

How do ~e go o f f th e r e c o r d? 

MH. ALLEN: You d on't. J us t. ; HI S vi e r t i1 e be s t y () U can. 

Higrn nov.? 

Yes . 

I'rn in th e i nv e stml:' n t. b u s] n ess . 

What kind of inve s t me nts d o yo u co nc e rn yourse lf ... .:ith? 

Right now? 

Ye s . 

BOULE Y, SCHLESINGER D , CURT' SCH'PPER S . GARWOOD & ERWIN 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

c: 

A Just right now, I'm working i n the mining business. 

Q Tom, tell me a littl e bit a b out your educational back-

ground, if you will. 

Graduated fro~ h igh school , col l ege , a nd have my mast er s 

in business administra ti on . 

What colle ge di d you go t o? 

A Indiana University. 

Q And wh at kind of degr ee did yo u get there ? 

A 8 . S . 

Wha t was your maj or ? 

A Accounting, and ma n agement . 

Q You graduated i n wh a t year f r o m In d i ana Cn ive rs i t y? 

A Sixty-four. Aro u nd t hat . 

Q Yo u SD.y you have u. mu.ste r ' ~ i n husiness adrrdni st r'a t ion: 

A ( Nodde d head . ) 

Q Whi c h sc h o o l is that fr orn? 

A Ame r i can Un i v e r sity . 

Q Gi v e me a l it tl e oac;qsro un d , if you v.' j, ll , on your ern p loy 

me nt e xpe r ience , let ' s say for UH: la s t ten years . 

A Got out o f school , I worked for Walston and Company , 

for' tv:o mon t h s . .-01 New York for about six 

mont hs . 1 wo rked f or A. C. Benk e r fo r a month . I v:orked f o r 

Continent a l Illino is f o r a mo n th , and I mo ved bac k to my 

family business, which was i n Indianapoli s , whic h was the 

Econo my Fin an c e Co r po r a t io n. 

BOULEV, SCHLESINGER . O /CURT I. SCHIPPERS GARWOOD II ERW I N 
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Q How long did you work in the f ami l y busines s ? 

2 A I don't remember exactly, but less than a year. 

3 Q Could you bring us current, 'then? What happened after 

4 working with the fa mi ly business? 

5 A Moved back to New York. Sold t he bus i ness. Started an 

6 investment business of picking mo ne y ma nage rs in the stoc k 

7 market. 

8 o What ye a r wo uld th at have been app r oxima tely ? 

9 Sixty- nine , ' 7U . 

10 Q v/ha t does that mean , pi.cki.n g money manage r s in t he 

11 stock rnarke t? 

12 A Findin g money manag~rs ~h at c a n manaee mo n ey . 

13 Q Doe s t ha t mean fi nd i ng people ~o whom yo u c an e n trust 

14 mo ney for investille nt purpu~3es? 

15 A Yes . 

16 Do es it mean ad dit i onal t hi ngs ? 

17 A Yes. 

18 Ca n you t e l l me some o f the ;)ddition;ll U)iniJ>~~ it mean s ? 

19 f\ We l l , t he peop l e I p ic~ put th e} r money in \·.'il: h t he 

20 inves t ments t hey make . 

21 I ' m confu sed he r e . If you' r (; loc;l1;in~ money rna n age r s , 

22 i t so u nds li l<e yo u'r e l o c a t in g people to give money to . f\ r e 

23 you also locatin g peo p le to r ec ei ve mo ney f r om? 

24 A No. I delegat e the f un d t o be ru n by a nother ma nage r. 

25 He 's p uttin g h i s fun d s wi t h rn i ne . 

BOULE Y. SC >-! LESIN GE R . D .CU R TI . SCHIPPERS . GARWOOD a ERW I N 
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Q I see_ So --

2 A So if he loses, he's losing his own money_ 

3 Q I see. Is it fair to say then it's sort of a coopera-

4 tive investment activity where yqu're cooperatin~ with a 

5 money manager to invest some of his funds, as well as some of 

6 your funds? 

7 A No. 

8 Q Okay. What would be a correct way to state that? 

9 A It's a limited partnership . 

10 Q All right. For the purpose of investing some of your 

11 
funds and some of money manager's fun ds? 

12 A Correct. 

13 Q And normally in that kind of <lrri:lTlgement. "'iho ' s the 

14 gene ra l pa rtner, ",·ho ' s the lirni.ted? 

15 He 's the general partner. \'1 e ' r (; 1 i rn i. ted par t n e r s . 

16 Q Let's say during this ten-year period th at you speak 

17 ,of, what are examples of investment acti vities that you've 

18 engaged in through these approad1 es ? 

19 

20 

21 

22 

23 

24 

25 

Stock market act i vitjes. 

Q Does that mean common st0C\,S only, or bonds only , or --

A It's common stock s , mainly. 

Did you ever ge t involved 1.n any comrnudity activities? 

A What do you mean by commodities? 

Q I'm thinking of as the term is generally used in the 

stock market, as distinguished --

BOULEY. SCHLES'NGER . D,CURT' . SCHIPPERS . GARWOOD II< ERWIN 
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A Do you mean soybeans, corn, what do you mean by commodi- , 

2 ties? That's too general a term. 

3 Q I mean it in the very broadest sense. 

4 A Because bonds are considered commodities, so you'd have 

5 to answer that yes, but I don't think that's answering the 

6 question. 

7 Q No. Well, I'm not referring to bonds; I'm referring to 

8 tangible substances like soybean s , Do rk b e llies, the kind of 

9 th i n g t h at I norma l ly he a r r efe rred t o a s c ommo diti es . 

10 A No. 

11 Q Any involvement in mineral substances as commodities? 

12 A Only in recent years. 

13 Q Okay. What years would tho se be? 

14 A About '7 13 , '79, but again as a lim i ted pa r tner . 

15 Q L'h-huh. 

16 A T hat was a cas h an d car r y bus i n e s s , h Ll d not h i n g to . 

17 do with the money business. 

18 Q You're a ' security dealer, is t hat c o rrect? 

19 No, that's no t corr e ct. 

20 Q Have you had at a ny t ime i n the p as t, a ny kin d o f l ice ns 

21 to sell securities? 

22 A Yes. 

23 Q What type of license did you have, and when did you 

24 ge tit? 

25 A 1974, became a member of the Ne w York Stock Exchange, 

BOULEY. SCHLESINGER . D ICURTI. SCHIPPERS . GARWOOD a ERWIN 
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the American Stock Exchange, and the Chicago Board Options 

2 Exchange. 

3 Q Do you still retain those memberships? 

4 1\ No, I do not. 

5 Q When did those membershi ps t e rminate? 

6 A Beginning of this year. 

7 Q Tell me a little bit about your involvement in some 

8 of these mining and ex p loration investments, when did they 

9 fi rst begin. 

10 1\ Which , what arc you referrin~ to? 

1 1 Q Well, I think that you've indicated to me that at times 

12 in the past, you've put together investmen t funds to invest 

13 in mining and mineral p roj ec t s with a v i e~ toward getting a 

14 r e turn on your investment? 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I don 't know when I ever told you that . That ' s not 

true. I've made an investment once before in a mining p ro-

j e ct, period. 

What was that? 

A That wa s a Corde r a Mine , it ' s a mercury mine . 

In what year was that? 

About ' 69 , some\'ihere , about ' C) ~ , ' 'lU , sorne .,./here in the r e 

Q Can you explain to me what kind of an i nves tment arrange 

ment that was? 

A It was a tax shelter whe re the money was p laced as a 

li mi ted part nership, in a limite d partnership of whi c h we 

BOULEY. SCHLESINGER . D ,CURTI . SCHIPPERS . GARWOOD lit ERWIN 
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were limited partners. 

2 Q Who was the general partner? 

3 A Dick Hewlett, Bruce Stevenson, and Jim Bishop. 

4 Q Were there any other limited partners? 

5 Yes. Quite i;;I fcw. 

6 Q Did you know some of them? 

7 A Ye s. 

8 Q Can you tell me who they were, pl ease ? 

9 A I don 't rec a ll t hei r names . 

10 Q Don't recall an y o f them? 

1 1 A It's been over ten years. 

12 No. 

13 Q I n w hat s t Cl. t e \\' a s t hat 1 i rn j tee: pa r t n e r s hip 0 pe r <1 t e c' 

14 A \"; hat state 'd US it ope r ated , or -- it 'v:a~; a f! e v: Yor~', 

15 part n ership. 

16 I n w hat s tat ewe r et h e fTI j II e I' al p I' (l i ) e r Li t's 1 0 ca t e d ? 

17 A Nevada. 
t 

18 110\\1 l~ nt'; di d your i nvo} vcrnent in that in ves t ment 
l 

i ' f' - , -: ~ ., [ 

19 continue? 

20 A Afte r I made the invest ~ne n t , I y,i)!..' not r eally i,.vo:;-;:, 

21 We ll, l e t' s put: it th i :-, \':ay to u se soniC' objec::i'/ E; 

22 stan dard: I believe th a t no r mally the limited part ne r sni; 

23 files partnership returns and the lj,mite d partner rece i v ir.~ 

24 a schedule K-1? 

25 A We're still rec ei vin g K-1' s . 

BOULEY, SCHLESINGER , O ICURTI , SCHIPPERS , GARWOOD 6 E<""" N 
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Q To that extent, at l~ast, you~re still involved with 

2 the 1 imi ted partnership? 

3 A What do you mean by involved? 

4 Q I mean you're a partner? 

5 A We're still partners, yes. 

6 Q During the deposition of Jim Briscoe, v.'e heard reference 

7 to some kind of mining or exploration activity referred to 

8 a s th e Mineral 76. What do you know about that p roject ? 

9 / \ Not a thine . Never h ea r d o f it. 

10 Q EVidently it \,a s someth inG that Dick He';,'lett .... 'as involve c 

11 wi th, and it had something to do .,.:i th some properties in the 

12 Tombstone area. 

13 A Mineral 76 I've never h e ard of. 

14 He 3ni 0(' any L l1j rl g like i L r) 

15 A fij i ne ra l 71 . 

16 Okay. Tell me what you kno~ about Mineral 71. 

17 MR. ALLEN: Just for the record, for clarification on 

18 fo rrn. Is your question today \·.hi.lt he knov.'s abo ut it? I ' m 

19 ob j ecting to it, a ll encofT:passin !', un l t's!:; V.e h el ve some ti me 

20 limit. I fit I s jus t \d') ~ I l. he k 110 \.: ! .; t 0 day . do n ' t h: \v l: <..Iny 

21 ob jection. 

22 Q (By Mr. Kittl e) Sur~ , tell me what y o u know elbout i t 

23 today? 

24 A It was a partnership formed by Stevenson, Bishop and 

25 McC r eady to proce ss hea p , h- e - a -p, ore . One of the p r o j ec t s 

BOULEY. SCHLESINGER D .CURTI . SCHIPPERS . GARWOOD II: ERWIN 
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was the coffipo$it heap that welre wOrkjn~ on in Tombstone. 

2 Q That was a limited partnership, was it? 

3 A To my knowledge. 

4 o What was your involvement with Mi neral 71? 

5 A None. 

6 o How did you come to know anythin g about it? 

7 A lid ' heard about it at -- previous to that time I con-

8 sidered doing Heap Leachin g , and I I d heard about the 71 

9 r, IL n era 1 s P r o j e c t. 

10 Q Now, 11m ass u ming that 71 perhaps relates to th e year 

11 1971. Is that a --

12 A I presume it does. 

13 o Prior to 1971, you 'd given some con side r a tion to bccom-

14 ing involved in Cl I! eap Leachi.n /; PI'cje c t'" 

15 A Yes. 

16 Q What were the aspects about a Heap Leachi n g Project , 

17 that interested you? 

18 A Eco nornj cal Yi;lY of pr()cc:,>~ ; j.rl)'. ()r~c. 

19 o What kinds of o re s in pa r ticula r were yuu interes t ed 

20 ina t t h a t time? 

21 A Si lver and _Co ld, or a ny thin,; that co ul d be proces se d 

22 by the Heap Leach ing [vlethod. 

23 o As far as you know, did Mineral 71 engage in some heap 

24 leaching activi ti es? 

25 A Yes. 

BOULEY, SCHLES'NGER . D ,CURTI . SCHIPPERS . GARWOOD & ERWIN 
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Q And some of those were jn the Tombstone are a? 

2 A Yes. 

3 Q Do you know any of the limited partners of that part-

4 nership? 

5 I don't think so, no. 

6 Q What kind of results did Mineral 71 get in their leach-

7 ing efforts? 

8 A I don't have access to that. information. They did a 

9 number of different p I~ojects, (Jn e; the v.'o r el is that they lost 

10 :.i lot of money . The gene ral pa r tne rs v;e r e 0 n U1e hook fo r 

11 three mil Uon dollars. 

12 Q Was Dick Hewlett involved in any way with that project? 

13 A I think he was. 

14 Q when was the first time U121t you ever vi si teel Tombstone, 

15 Arizona? 

16 A When Mr., when Jim Briscoesuggested that I come out. ' 

17 Q When was that? 

18 A I think it was around Apr il vf '7U . Is that right? 

19 Yeah. 

20 Prior to that time, you never' had occas ion to vi!S.it 

21 Tombstone? 

22 A 

23 Q 

24 A 

25 

I don't think so. 

Had you 

In fact, no, I don't, I was never there. 

When was the fir st time that you e v e r vi siteli Arizona? 

BOULE .... SCHLESINGER . D.CURTI . SCHIPPERS . GARWOOD 8< ERWIN 
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2 

3 

4 

5 located in some state other than Arizona? 

6 A Right. 

7 Q How did your evaluation efforts bring you to Arizona? 

8 A If I remember correctly, I think lIewlett had offices 

10 Q Would tha t be in Tucson? 

1 1 A Yeah. 

12 Q What do you do when you go about evaluating a project 

13 like the Cordera Project? 

14 I·m. ALLEN: Yo u're asking hi;;; personCil1y , is that ri gh t ? 

15 f'.1R. KITTLE: Yes . 

16 MR. ALLEN: What he did? 

17 A You read the material, you evaluate it, and you try and 

18 ge t ex pert he 1 p . 

19 Q ( By Mr. Ki ttle) What kin d of material were you r evie ~-

20 ing in that: ~arti cu la r case? 

21 A lot of v..'ritt en material . Went t. o the i)ureeu o f I·iines, 

22 asked their advice. I went to peop le who were knowledgable 

23 in the industry, asked their advice. And as I found out 

24 later, all the advice they gave me was incorrect, and not 

25 val i d. 

BOULEY. SCHLESINGER . D,CURTI . SCHIPPERS . GARWOOD II< ERWIN 
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Q Can you give me examples of the 

2 A Bureau of Mines was wrong. the advice I got from the 

3 industry was wrong. 

4 Q Can you give me examples of the kinds of written materia 

5 that you examined? 

6 A Descriptions of the property. description of the method-

7 ology to be used. 

8 Q And in t ha t pa rt icu l ar case, wha~ kind of me tho dology 

9 \'ifre to be used? 

10 Some electrolytic process developed by the l~ureuu of 

11 Mi nes. 

12 Q I think you indicated that you were an investor in 

13 that p ro ject . Ho\<! much money dl d you invest in the Cordera 

14 Project ? 

15 A Around $5U,000 . 

16 Q What kind of economic returns, if any , did you ge t from 

17 that particular investment? 

18 A Bascial ly very small. and then there ' s some money com -

19 ing i n n ov:. 

20 By small, can you give me a roueh ideu of what you ' re 

21 taH~ing about , five, $10 , 000? 

22 A I don't remember. 

23 Q Would it have been any larger than $10,000? 

24 A I don't remember. They were closed down for a long 

25 time, because of the p r ice of mercury had dropped , and, 

BOULEY, SCHLESINGER , D ,CURTI , SCHIPPERS . GARWOOD II< ERWIN 
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therefore, they didn't sell any. 

2 Q What kind of benefits do you get from it currently? 

3 A Mercury prices are up, and they're selling, and we're 

4 getting some money out of it after ten years. I've not been 

5 back there in six, seven years. Long time. 

6 Q Were there some tax benefits that you received from that 

7 investment participation? 

8 A Yes. 

9 Could you give me an example of the kinds of tax bene -

10 fits that were involved? 

1 1 A Some write-off was gained. I don't remember how. 

12 Q Is that by way of depletion allowance, or depreciation? 

13 A No. 

14 Or i n t e re s t v; r i t e - 0 f f s? 

15 A No. 

16 None of those? 

17 A No, I don't know what the depletion allowance is on 

18 me rcury. I was ma inly interested i n exploratory costs, I 

19 g ue.ss. I don't remember. It ' s n ot an o.rea that I ",:ould ge t 

20 involved in in that type of project. Th at 's up to the accoun-

21 tan ts to dete r mine \\'ha t the write - offs o. r e . 

22 Would you characterize your investment in the Cordera 

23 Project as a satisfactory investment? 

24 A I'm a passive investor, and after ten years, I would 

25 say it did not work out very well. 

BOULEY. SCHLESINGER . D,CURTI. SCHIPPERS. GARWOOD 6 ERWIN 
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Q Give me a little background, if'you will, on how you 

2 came to be involved with the Tombstone Heap Leach Project, 

3 which is now in operation? 

4 A Ji.rn Driscoecall ed Dwight Lee, and said that he had a 

5 project which \\' US a Ileap Leachlnl.'. Proj ect i n 1'ombstone, 

6 Arizona, where Dick Hewlett h ad developed a new technolo g y 

7 for processing that ore. 

8 Q So that I can f oll ow your reply here, can you tell me 

9 \·;ho IS D .... ' i ght Le e? 

10 A i\ly former partner. 

11 Q And how long were you and Dwight Lee partners? 

12 A About nine years. 

13 Q To the best of your recollection, whe n did that part-

14 nership assoc iation begin? 

15 A Sixty - nine, ' 70. 

16 Q And approximately when did it e n d? 

17 A Thi s ye n r. 

18 Q What wo uld be a ge~eral desc ription of your pa r tner-

19 ship activities with Dwigh t Lee? 

20 A Activities I ~a s involved in. 

21 And what kind of activitjes ~cre those? 

22 A What I previously described . 

23 Q These are investing your funds together wi th money 

24 managers? 

25 A That I s co rrec t. 

BOULEY. SCHLESINGER . O ,CURTI . SCHIPPERS . GARWOOO II< ERWIN 
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" 
Q Did Dwight Lee have some of his own money 

2 A Yes. 

3 Q -- invested in those proJects? 

4 A Ye s, he di d. 

5 Q Did Dwight Lee have some of his money invested in the 

6 Thomb sto ne He ap Le ac h P roj ec t? 

7 A Yes, he did. 

8 o Does he still have a n interest in the Tombstone Heap 

9 Leach Pr oj ect s? 

10 Ye s , he does. 

11 Q Approximately when would that have been, to the best 

12 of your knowledge, that Briscoe contacted Dwight Lee and 

13 told him of this Heap Leach Project? 

14 A Around March or Ap r il . 

15 C.) Of which year ? 

16 A Seventy-eight. ( si c) 

17 o And you learned of this sho rtly thereafter by talking 

18 to Dv:ight Le e , i s th u.t correct? 

19 A That ' s c orrect . 

20 Q Ha d you eve r had any d c' a li n L') S v. i t h J im iJ r i s c 0 e p rio r 

2 1 to that time? 

22 A Yes. 

23 Q What kinds of dealings had you had with him? 

24 A When he was working for the Cordera, involved in the 

25 Cordera Project, he c a me, he st a rte d to v:ork for Dick llewlett, 

,..;_:... 
" . 
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Bruce Stevenson sometime. sometime during that time. 

2 Q ~hat would have been late '60's. early '70's? 

3 A Yes. 

4 Q Did you have any contact or dealings with Jim Briscoe 

5 during the middle '70's, or after the Cordera Project? 

6 A Yes. 

7 Q Can you give me a rough description of what kind of 

8 contact you did have ~ith him? 

9 A v.,'e tall<ed to h im abou t doin;:', i' l' o ccssing heap, doing 

10 Heap Leaching processing at th at t i me . We started to set up 

11 a business to do that, found we could not get funding for 

12 it, and we discontinued it. Jim went on his own, and organ-

13 ized Southwest, or Southweste rn Exploration Company, "'Jhich is 

14 ... ·;hat he' ~ curre ntly doinG . 

15 And 

16 A During that time, up until recent ti me , had, as far as 

17 I can re me mbe l' no con t ac t . 

18 That contact with 8riscoe, then , conce rning the possi -

19 bility of Heap Le ach Proj ects ... :ould have been in wh at year, 

20 a p prox im a te ly? 

21 A ltd say '70. Some~here around, you kno~ , I 'm not su r e 

22 exactly, bu t around t 70. 

23 Q To the best of your knowled ge, did Dwight Lee have any 

24 contacts with Jim Briscoe professionally, or otherwise, sub-

25 sequent t o that time, and p ri o r t o Ji m's callin g on the 
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Tombstone Heap Leach Project? 

A He and Jim had considered another venture prior to 

that. to this one. 

Q Do you know what kind of a v e ntu re th a t rni ght h a ve been? 

A A, some claims in, I t hi nk, the Sil ve rb e ll area, I think, 

ha d gone askew, and he wa s goin g to ge t a lawyer, I think 

it was you, Mr. Kittle, to try and t a ke ove r those claims. 

Q And --

A I s my memo r y of it . 

Th a t wou ld h a ve be en app r oximately wh a t y ear , t o th e 

best of your recollection? 

A You were the l a ... :yer. lid ask you what year was it? 

I presume a t the e n d of t he ye ar of '7 7 , or the beg in-

ni ng of '7 8 , s omewhere around the r e . 

Q Now, when y ou f i r s t learned of t ile Tombstone Heap Leach 

Proje c t, evidently by t a l king wi t h Dwight Lee , wh a t did y ou 

understand was involved o ut t he r e ? 

An inv e stmen t of $25 , 00U , which would s ta r t t he p r ojec t, 

a n d the r e was a big question of whether there we r e any more 

funds v:ould be needed , because the projec t \','ould be so suc -

c ess f ul , they v;ouldn ' t.. n cer] any rnore fund!; . 

Q 

A 

he a p. 

Q 

What did you unde r s t and t he pro ject was? 

A Heap Leachin g of the, what we no w call the composite 

No vl , the c omposi t e h eap , is t h a t a descr ip t io n of how 
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a heap can be formed, or is that a description of a location, 

2 or--

3 A Description of a location. 

4 Q Part of a designated mi n e r a l p r op erty, i s th a t correct? 

5 T hat • s cor re ct. 

6 What, after Dwight told you about th is p roject, and the 

7 possibility of becoming involve d as investors, what_ happened 

8 next that l e d to yo u r e v e nt ual invo lveme nt i n t he proj e ct? 

9 A I camc out to Tuc s on , v.·cnL through Jim Briscoe ' s o ffic e, 

10 and s pe nt pa rt o f a day 80i n e throu~h his office, a n d t h en 'lie 

11 went down to Tombstone, an d s a w th e composite he a p down there. 

12 Q What month, approximately, would that vi si t h a ve been? 

13 A Aroun d Ap ril. It woul d hav e bee n Ma rc h , be c a us e we 

14 signed that l et t e r in about April , so it would have to h av e 

15 b ee n i n the pre v i ou s month befo r e t hat . 

16 Q You've made r efe r e nc e to a l ett e r. I p r esume t h at ~ou'r 

17 referrin g to a lett e r agreemen t be twee n you a nd Bri s coe c o n-

18 ce rn ing wha t yo u ""ere going to rio at the To rn b~; t one 11ear Leach 

19 P r oject , is that r ight? 

20 A I' m r efe r ring to the letter that you have r ieht t here . 

21 Q The reason I asked is bCC~1tl SC t h l s lette r s eems to be 

22 d a t e d f'.'i arc 11 0 f '7 9 , an d I ' dun cI c r s too d you to s U yea r 1 i e r 

23 that Dwi g ht Lee was cont a cted in Ma rch of '78. 

24 A 

25 Q 

I h a ve the years mi xed up. 

So what we ' re t a l ki n ~ about is somethin~ in 
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A In' 79. " 

2 Q the year of '79 ? 

3 A Right. Whenever I was referring to '7 8 , it should be 

4 , 79. It was a mistake. 

5 Q So you made an inspection of the Heap Leach Projects 

6 and that would have been, to the bes t of y ou r recollection, 

7 sometime in March of 1979? 

8 A Correc t. 

9 (.1 Based Gn that inspection , did tho~c properties seem to 

10 be p r etty close to the kind of properties you 'd been seeking 

11 for Heap Leach Projects? 

12 A You'd have to clarify the question, because I wasn't 

13 se eking prcjects. I wasn't seeking heap leachi n g . 

14 Q \\fell, I'd understood you to say that even as far bac k 

15 as 1 976 , you ' d contacted Ur i scoe about trying to set up some 

16 Heap Leach Project. 

17 Did you have particular pro pert ies in mind a t that 

18 t ime? 

19 A No, 'vie had not . 

20 Were you 100kiJ1 e,; 1'01' fJ1' opcrLics th<:lt could be amenable 

21 to the iic<.lp J. c~lch Pn.H~CG~·;? 

22 j\'iR. ALLEN: Excuse me . Again I'm goine to have t o, 

23 unless you get some time. You keep jumping from one to anothe~. 

24 Are you talking about i s he lookin g at '70, or is h e looking -

25 (Oy 1'·J r. Ki ttle) Yeah, in '70 , v!hen you spoke wi th Jim 
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I3riscoe. 

2 A Yeah, we were. I don't remember which ones. Between 

3 that time and '79, I was not looking at any properties, was 

4 not doing anything in the minin 2 industry. 

5 Q Is it a fair statement that in 1 9 79 , when you heard 

6 about this possibility from Dv.:l.ght Lee, that you were inter-

7 es ted in a possjble involveme nt in the Heap Leach Project? 

8 A The deal was described i n Q v e ry attrac t ive way , that 

9 al l you h i:id t o p u t i n is S;!:' , UUO . <\rIU yo u ' d rnC:tke all this 

10 amo unt of money , therefore, I v:a s i nterested in the p r oject . 

1 1 Q Tom, referring to this l e tt e r of Ma rch 7 of '79, a 

12 copy which I think has already been appended to Briscoe's 

13 deposition 

14 I·jR. ALLEN : Yes. 

15 MR . KI TTLE : Which I thin k yo u h a v e in your files , I ' m 

16 referring to Page ,2 of Appendix 1 , v:hi ch contains the f ol10w-

17 ing langua~e, which I'm goi ng to read verb ati m. 

18 Could I see it? Wh at raRe? 

19 () ( By 111 r . Kit t 1 e) I ' m 1 00 k j J 1 i; ;1 t. r a)', C ? 0 f A P pen u i xl . 

20 That par<.l.t~raph beg.i.flflinl~ ROrnClr1 r' lJ::lel~ :ll ITT , Ce neral Ou t li.ne 

2 1 of Operation s . \'/h e r e it St ~l tC!3 ::.t-.dt , " Tt ' s anticipated that 

22 the ini ti al $ 2 5 J OUO p r i ce __ " 

23 

24 

25 

MR . ALLEN: Page 2 of Appendix 2? 

MR. KITTLE: Appe ndix 1. 

MR . ALL EN : No, you're und e r Cene r Cl l Outline of Open.ttio r s , 
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so that --

2 MR. KITTLE: Yes : 

3 MR. ALLEN: -- Appendix 2 , okay? 

4 Q (By Nr. Kittle) Yes, Apr c l1dix 2 . 

5 "It's anticip a ted that the initi a l $ / 5,000 provided by 

6 investors will be used to initiate and commence spray leach-

7 i ng opera.tions, and the re s ult i n g c ash floVl and any rem a ining 

8 part of the 525 , 000 would b e u ~ed to le ase a cru she r to pro -

9 cess certain parts of the hea p ~o v erify ~h e pro c ess , and to 

10 determi ne what t he co s t Vlil l be based o n the type of ore to 

11 be processed. After these results have bee n obtained, and, 

12 analyzed, a decision will be made by th e p roject manageme nt 

13 commi ttee or g rou p to continu e o r t erminate t h e p ro g ram." 

14 My q uestion i s thi s : fro m the Lmguai',c quoted , j. t 

15 would app e a r th at pe rh aps the $ 2S , U()U vias intended to commence 

16 the spray leachin g ore r ation to determine whethe r it VIas. 

17 feasible to inve s t additional money, an d you've indicated 

18 to me that your und e rst anding v:as that ~;2 ~ , O()() is about a ll 

19 tll ll t v.as , t)C needed, <lnd it v,ould r.:ll'r)' iL!;cl r. 

20 No . That ' s not true . You asked me hov.' i t vl LlS presented 

21 to me on the phone . and 1 ,:msv:e r cJ that all vie v;ould neeci 

22 was a roun d $ 2 5 , 0 0 0 to get it s t a r ted . That' s how , tha t was 

23 the correct answer. 

24 Q Okay . Where did you get th e impression that $ 25 ,000 

25 "': ou } d carry the P l'OjC C t, and lh:ll. no ; ltl di tj on:..t1. f und!3 "':auld 

BOULEY. SCHLES I NGER . D ICURTI . SCHIPPERS . GARWOOD 6 ERW'N 

REGISTERED PROFESSIONAL COURT REPORTERS 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

2 5 

be required? 

A From Jim Briscoe . 

Q And in wh a t form was th a t --

Ve r ba l . 

Q -- imp ress io n conve y ed to you? 

A Verbal. 

Q Was tha t a --

IviR . ALl.EfJ: Let him fin ish h i s questions . 

(13y Hr. Kittle) Was th at ;1 p e l' so nal meeting \'Iit h Jim 

Br isc o e? 

No. 

Q Was i t a te l ep hon e c onversa t io n? 

/\ Ye s. 

Q It would seem , from the: v:ol~clinI.T. contained iTI thi.s 

Appendix 2 , that subsequent to the te lepho ne conver sation Vli t n 

J im e r is,c oe , t hat yo u r eferred t o that, t here VIa s some modi -

fica t io n o f UW. t understanding . 

ilo": dia that modifica tioj) Ltke rluce? 

I·i li . J\LL EN : Excuse me . 1 ' ::1 !-~o in g to object to the 

form o f the que~tion, since it ' s ~) a~>ecJ on r·lr . Kittle ' s inter-

pretution of v:l13t that contrClct suy~; , a.nd tile fon;] i s co:nplcteLy 

imp ro per. And founda tion a s t o whether or not t he r e was 

a ny modif ica t i on has not be e n e s t ab l ishe d . I f yo u can an s wer 

it , f ine , but I want my ob j e c tion on t he r ecord . 

Q (By Ivir. f\.i t t le) Okay. I'-I y question simply is this : 1\ 
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reading of this quoted ] an~u~ge would seem to sug~est that the 

2 $25,000 was intended to determine whether the investment of 

3 additional monies would be warranted. Th a t interpretation is 

4 at variance with the impression that you had from talking with 

5 Jim Brisco~ as you've indicated. 

6 My question is simply this: That i f indeed the two 

7 are in variance, and if this letter was prepared by you, as I 

8 t hink i t was, how d i d it ch a nge , or the modifi c ation of that 

9 ex pe ctation co me abo u t ? 

10 r~R . A LL EN : Same objection that I 've re g istered before, 

11 If you can answer, go ahead. 

12 Jim had de scribed the invest rne nt in terms that it was 

13 being so safe t ha t he was going to mort g a ge his home and 

14 put up all Lhe fllll d :; , ; IIHj that t lC 111 ~ l y n( l L n eed UI1 Y .Lnv c stors . 

15 u pon re-evaluation, a n d t alking vi ~th hi s p artne r, Dick llewlett 

16 in this project, I think Dick impressed u po n him that y ou. 

17 should have more money available to you. 

18 Q ( By Mr. Kittle) Okay . Now , he r e ' s the poi nt that I' m 

19 tryi ng to cl 3 rify, and pe rhaps a better v:;-1Y to try t o clarify 

20 it is to ask you hov,' y ou inte r;)l~e t the lan )~ u at', e that I quotea 

21 from that P a r agraiJh 2 . 

22 MR . ALLE N: The wh a t? Then? 

23 Q (By Mr. Kittle) Well, let's say how do you interpret 

24 it today as you read that lan g uage before y ou? 

25 A r interpret it tha t f o r $ 2 ~ ; , OUO you c<:m ini ti a te a nd 
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commence a spray leaching operation. which will result in a 

2 
cash flow with part of that money left over, which will be 

3 
used to lease a crusher, which will then determine the cost 

4 
for processing the ore. 

5 Q Is it (J. fair interpretaUon to say that tne next sentence 

6 suggests that those putting funds into the project may then 

7 evaluate the results and determine whether to continue or 

8 terminate the p ro gram? 

9 That's a fair inter pre tation . 

10 Q Tell IIIC a littl e bit mo r e , to the best o f your recol-

11 lection, how this letter of I'larch 7, 1979 , c a me to be writtel1, 

12 and sent to Jim Brisc oe lor signature? 

13 A This was a letter of intent in which Jim Bri s coe and I 

14 ~e re in volved i n the ~ r iting of t hnt , of wh ich a contract 

15 "ias to fol lo ,,: . 

16 Q Now, you say Jim Uriscoe was involved . Would you 

17 please describe hi s involvemen t with the writing of this 

18 Jetter? 

- 19 He sup p 1 i e d his ide as 0 n h ov: he v: ant e d c e r t a i n pa r a -

20 g r ap h s to be "'T itt en . 

2 1 Is i t Llir to S.:1y th <lt \·:hell the viord" ,,: e r e pu t on piJpe r, 

22 you put t hem on p ape r in you r offic e , and sen t them to r,i m 

23 for his review, and approval? 

24 A 

25 paper. 

It went b ac k and forth. He put some of his words on 

Th is exhibit ": as a n ext1ibit thClt he wrote , not t ha t 
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I wrote. 

2 o Are you saying 

3 MR. ALLEN: You mean Appendix 2, is that what you're 

4 referring to? 

5 Ye s. 

6 o (By Mr. Kittle) All ri ght. Could you identify, please, 

7 what portions of the March 7, 1979 docume nt are thing s that, 

8 to t he best of your r e collection , J i m Brisco~ wrote, a n d what 

9 a re portion s t h at you ~ro t e? 

10 A It's been a year and a half , and we both wrote it , we 

11 both signed it. We both approved of its lan guage . It was 

12 written by a lawyer, Leo Smith. 

13 Q I se e . That 'vias a lawy e r YO ll had retained to assist 

14 you with this p r ojec t, i s that co r r~c l ? 

15 We -- I'd reLlj.ne d hi m to \\'!' Lt c t h e c o ntr<:.lct f or bo th 

16 of us. He had thi s contract revie v: ed by his laviyer. I think 

17 his l awyer was Mr. Kittle , if I r eme mber . Were you the lawyer 

18 at that time? 

19 This letter, the n , \,.' as s ornctt1jni!, t hat th e formulation 

21 Sm ith here i n Tuc son , v:l1 o you ' (] , i ~;kccl t o a~; ~;is t you? 

22 That's ri ght . An d ~·Jr . Uri sc o had a l a v;yer \I.'ho reviewed 

23 it for him. 

24 o The document bears t he da t e r·1arch 7 of '7 Q. As far as 

25 you know , is t his pretty close to tt1e tiir.e \I:h e n it \·;3. S actuall~ 
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signed by you and Jim Briscoe? 

2 A As far as I remember. 

3 Q I notice, referring to the opening paragraph of that 

4 letter, and I beli e ve you h ave a copy before you, that the 

5 letter contemplates that the part ie s wi ll enter into a formal 

6 agreement incorporating the provision s f or operation of the 

7 exploration and development progr am , incor po r ati ng the terms 

8 of this l et ter ag r eement, and such other p r ovisions as are 

9 c u s torn a ri ly desir3ble j n such ugrc0l1 icnL . 

10 Was any sucy f ormal agreement ever en tered into betwee .. 

11 you and Briscoe? 

12 /\ Cl a rific a tion. There was no signed ag reernent other than 

13 this letter . 

14 Q And why was that? 

15 A Having to do with what ~a s goins on ~ith the project , 

16 a nd that no final docume nt other than this letter was ever 

17 written, signed . 

18 Q Okay . I un der~:;t3.nd that no forllled ai~reerncnt was sit~ned 

19 out 1 sti 11 don 't unde rst a n d v:hy . Can yo u r,o into tha t a 

20 1 itt 1 e bit mo re ? 

21 /\ As the project was p r ogre ssing , I was be c om in g mo re 

22 and more unhap p y with how t he variou s p3rt ies were con ducting 

23 tnemselvesin the Tombstone Project, and, therefore, a final 

24 document was no t signed . 

25 Q \vas it you r feeljng at that ti rne that: a formal agreemen t 
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was not necessary, 

2 A Which time? 

3 Let's say immediately following the execution of this 

4 March 7 agreement, which contemplate d the s ubsequent forma-

5 tion of a formal agreement? 

6 A No. On March 8 , or soon th e r e after, I was anticipating 

7 drafting a working agreement. 

8 Q At some time s ubseq uen t to t hat Ma rch 8 , did you de ter-

9 

10 A It e vol ved. No specific decision was made until later, 

1 1 bu t it evolved that I was very un happy with the results 

12 that were coming out of either Dick Hewlett or Jim Briscoe, 

13 cu lminat ing in August and Sep te mber of that year . 

14 

15 Th e ye3r being 1l)7c) . 

16 Q I understand th a t you ~ere unhappy ~ith Dic k Hew lett 

17 and with Jim Briscoe, and unh appy \-!i th resul t s . 

18 Did you conclud e , becausc CJf that (!is~;atisfaction , that 

19 a fo r In2l ag r eement \·:ould not ~)e lWccSS,-try ? 

20 1\ 1 did llot knov: hol'! t.o !.:. t't l i l t: : ) ; _' l 'tie~; to <:l)'.t'Ce to any -

21 thin8, and did not v.ant. , ':it ;t later tirne, nl l UlC fur:cJs that 

22 I put in ther e to go do wn the d r o.in , so I con tinue d funding 

23 it based upon the March 7 agreement. 

24 Q No w, if you had gone forward with the original plans 

25 to pre pare a fo r mal flg reclncr. t , 1'10 v.' v>!oul d tlla t have cause d 
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some of your funds to go down the drain? 

2 A Jim Briscoe and Southwestern Exploration Company were 

3 running up very high bills, and they were not warranted, and 

4 in order to get an agree ment s igne d, probubly some thing at 

5 that time would have to have been done a bout it. 

6 Q What do you mean by somethin g would have to be done abou 

7 that? 

8 I don't know ho~ we wo uld get i t r e s o lved. 

9 (,1 13 y u s i.n ~ tIl e t e r m doi.n g SOliIC L hL n)'. a!.Ju lJ t t h em , do you 

10 mean paying them? 

11 A That would be one way, or making an arrangement to pay. 

12 Q Are you saying, then, that you did not make an effort 

13 to enter into a form a l a greement , because you de te r mined th a t 

14 yo u \\'ou l dn' t be a b l e t o ge t J i l :1 Hri~)c()c to fl ;'.rce t o i t unl ess 

15 t he ex pe nses o f SEA ~e r e pajd , and that you d id n ot ~ ant to 

1 6 P ay the rn at t hat tim e ? 

17 f'.1H. ALLEN: 11m going to o bj ect to the form of that 

18 quest ion a s be in g rnulti p l e , .:1nci \ .. iJ 1 ins tru c t yo u not t o 

1 9 ~ n s w e r" 1 tun til i t I ~; C 1 e a r e d U Ii . 

20 ( By Mr. Kit t 1 c) j) i d y ou de t e rl11 i ne t h c\ t you eH d n It VI a n t 

21 t o g o f o r,,;a r d \·;i t /) a f orma l aG r eel ilc nt because you believed 

22 that Jim Br j. s coe would not s ign? 

23 A I was unhappy with Briscoe's and He~lett's performance, 

24 and did not want to go further y:ith them. 

25 Q Are you sayin g that you wan ted t o c h~n~e th e ~rran gement" 
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originally contempJated in yo u r March 7 letter? 

2 A No, I would have to live with what was in the March 7 

3 letter. 

4 Q One of the things that w~s in the March 7 letter ind i -

5 c a ted that the partie s would enter into a formal agreement. 

6 Why. evidently, did you n ot want to live wi th that por-

7 tion of the March 7 agreement? 

8 I was very u nhappy with thei r pe r fo r mance . 

9 (,J vIas it your conclusion that t:1<lt ,,:ould justify you from 

10 not entering into a formal agr eer.1ent? 

1 1 1\ I didn't enter into a formal agreement. 

12 Q I understand that. 

13 Whether i t justifi ed it o r not , I didn ' t. 

14 Obviously , v:hat J I 1I\ Lry in~~ t.u L~(:(. : t l itLlc :)c t tC l' 

15 handle on is ",;hy you chdn ' t, C~;p(;cl;111y in rctn;~;r)ec t , since 

16 it seems like it v;ould have gone u long "" 01 toward clarifyin g 

17 many of t he q ue s t ions which now ex i s t. 

18 Is th at a question? 

19 MH . ALLEN: 1 clon ' t knov: . I le ' s sU ll ask in ~ you \·/hy 

20 yOl l didn ' t c nter :into it , .-::Inri .J11:;L ohjet: l. . 

21 and ansv;cred . If you wunt to urswer . ~o ahe~d . 

22 1\ I th ink I an~wercd why . 

23 Q ( By Mr. Kittle) You've given me responses and described 

24 that you're unhappy wi th Briscoe. 

25 C a 1) you t e 1] nI e Vi h Y you d j d not y, ant t oe n t c )' .i. ri to a 

BOULEY. SCHLESINGER . D ,C UR TI. SCHIPPERS . GARWOOD II< ERWIN 

REGISTERED PROFESSIONAl COURT REPORTERS 

L 



2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

33 

rormal agreement? 

A What time? When? 

Q Let's say at any time subsequent to March 7, 19797 

A Well, I was unhappy with his performance. He wa s 

supposed to supervise the project. lie was supposed to give 

his expertise as well as Southwest Explorations expertise in 

running that project, and that ..... as not forthcoming. I was 

to be a passive investor, and he was to manage this project . 

Migh~ that have been a rc ~ so n for ent e rin~ into ~ for -

mal agreement v:hich modi f ied some o f the terms of th e j\';arch 

7 letter understanding? 

A Hight have. 

Didn't you have a draft formal a g reement pre par ed at 

one time by Leo Smith? 

Yes. 

Q What, why was that draft a~reement not executed? 

A For the reasons I have been giving. We attempted to 

get, Leo and J started to work on a n aereement . T t 'vias neve r 

fin i shed. 

How ""ere . wh e r e \,' o.s t he :ri ()ney Lo cO!lle fr'ofl ; to ;>:ly Leo 

Sm ith f or that work ? 

Which y.'ork? 

The work expended in connection with preparing the 

draft of a formal agreement? 

A To the best of my kno ..... led ge . it vias to corne . I think, 
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from the company funds, to the best of my kno ... ,ledge. 

2 Q Was any portion of that expense to be contributed by 

3 Jim Briscoe? 

4 A I t may have been legal bills were to be split. 

5 Q How much was paid Leo ' Smith for that work? 

6 A I don't remember. 

7 Q What might be an approximation of the amount? 

8 [vm . !, LL EN : \vell , I'm e o ing t o instruct you , To rn , unless 

9 i t came out of th e r ro jec1; funo, j f you k no v: \d1eth e r j t came 

10 o ut of the project funds, you don't have to answer that as 

11 to, or what you paid him, if it did not come from the project 

12 funds, to your knowledge. You don't hav e to answer it. If 

13 it came from p roj e ct funds, being the p r oject that you and 

1 4 i3 r i s C 0 e v; ere i n vol ve din, the n i.m s ... ',' e r it, i f you l ~ no ... : , hut 

15 if it di.dn't come from those fund s , you don ' t have t o ans .... cr 

16 it, and I'll instruct you not to. 

17 Q (By Mr. ki ttle) Do you know where the payrnent came from? 

18 A It Ca:llC fr om funds that v,e r e in v es te d in the project 

19 pai d to Le o ~;11Ii t h o 

20 

21 

22 

23 A 

24 Q 

25 A 

i'/hJt I/J as tr~c approximate amo unt o r th p. payment? 

] dOll ' t l'emcmbe r . 

Approximatel y .... ' hen wo u1d he h a ve been paid? 

He was paid in part during the Year 1 979 . 

Has he been pai d in full for that work? 

Yes . 
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o When was the balance paid to him, if only part was paid 

2 in 1979? 

3 A To the best of my knowled~e, it may have all been paid 

4 in '7 9 . 

5 Where's the draft agreement now that was prepared by 

6 Leo Srni th? 

7 A Either my lawyer has it, or Leo has it , I guess. 

8 Q Go in g back to the fvlarch 'I, F) '/ ~ document , can you tell 

9 on e i n y 0 I Jr 0 v,' II W 0 r d :~. v: h ;: t you b (' ] i c v (' Y 0 1I v: e re c Y. pee t e cJ t 0 

10 do , accordin ~ to that letter unde rst;:lndin L~ ? 

11 A That we were to invest $25,UOO or greater amounts as 

12 described on Page 3. There was a lot of d iscussion of whether 

13 that they ... :ould not nee d the entire $?UU,OOO called for on 

14 Para~raph 6 , beca use the cash 1'10\'/ ... :oul d s ti1rt cornin)'. in so 

15 fast that they ..... ouldn't need any more money , tha-c if they 

16 needed -- they felt they would only need anywhere from 25 to 

17 $50,000, that they would not need anything else, and that all 

18 I would 11 ave to do is pu t the money l_n, and .... Io rry about what 

19 I 'v.as going to do 'v/ith all t he ca ~;h that wa s co rn in~ out. 

20 WhiJt about the f onnation of an ope ratjn i~ cntity? 

21 I see rL:fer en c c ir l tile (l 1; l'(:Clllcnt t lt;:l t it 'vi,lS conternplatec 

22 th at the parties woul d form an ope ratin ~ entity . 

23 What did you u~derstand your involvement would be in 

24 that operating entity? 

25 A I\s an investor. 
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Q As an investor, what would you do in the operating 

2 entity? 

3 A Invest funds. 

4 Q You did not env ision that your part icipatio n i n the 

5 operating entity wo ul d be a ny thi n g more than the inve stment 

6 of funds? 

7 A That's correct. I wo ul d be investing funds in this 

8 projec t, and that they d id not envis i on t hat t hey would n eed 

10 Hev; le tt, v:ho viilS a part o f Uwt Ur i', iHl izilt .ion, v:u uld be , would 

1 1 be a b 1 e to h <J. n dIe the p ro j e ct. 

12 Q Tom, g oing back to Page 2 of Appe n di x 2 of this March 

13 7, 17 9 agreeme nt, I see ref e r ence in t ha t Paragra ph 3 t o a 

14 pr'ojec t rnani:l. be rn ent cO:;lInittec . 

15 What ~as yo ur un de r standing of what that com~it tce 

16 would be? 

17 A That was a committee to be form e d, made u p of myself, 

18 Jim Br isc o e , I t hink il v.'i g ht Lee , and maybe Dick He ... / lett . 

19 So i:l.t leas t in part , it Vias contemplated , at the time 

20 the r· larcll 7 , 17 ':) letter v:a s siiJ,ncc..i , thilt you v,;o uld h ave: sornc 

21 managemen t participa t ior: vii:l. ::.hc F r oje:ct mana gement cU n1I11 .i ttec? 

22 A IV h en I I i /I i n v est i n g fu n d sin a p r 0 j e c t 0 f t his Ii a t u re , 

23 and having to make an evaluation every time you put in money, 

24 I would have some say of when I would h a v e to put in that 

25 money, and the p r oject v;'ou1 d not EO i n a dir e ction v;hich I 
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did not approve. 

2 Q Tell me, if you will, pl ea se, in your own words, what 

3 was your unde r s t a ndi n g th a t Jim Br'isc o e a n d any c o mp a n i e s 

4 h e mi ght b e invol v ed wi t h, we r e supposed t o do p ur s u a nt t o thi 

5 Ma rch 7, '7 9 l e tt e r? 

6 A He forme d Austin Company, whi c h wa s 49 p ercent o wned 

7 by Dick Hewlett, and 51 percent ow ned b y J i m Briscoe, that 

8 Di ck i le vile t t v.'a s t h e vice p r es j de nt of Hyd r ornet . t h at D.ic k 

9 f-!e \det t 'v.'ould be cl C)\':n i. n 'l'ornbs t. c l l(' rll!:1 irq', t!1e project , and 

10 So u thwes t erl l J.::x p lorati o n Com p any , he r e a fte r l'e ferrcd t o as SEA , 

11 wou ld ma n age the p r oject. 

12 Q Now, is that an unders t an di n g t ha t you get from this 

13 March 7 agre e me nt? 

14 

15 an d e v eryb ody e l se . Wh et he r it ' s ir: the lc!:.:al ab r e ernen t . 

16 Q How was SEA to be cOl!lpe n~;~\ t; eu ? 

17 A Out of t h e e a r n in g s of t he c o rnpan y . 

18 (.I iI/h e r e ' s the me thod o f c o mi',c: ns :ltion s e t o u t fo r ~~ EA? 

19 A 1 s up po s e Ap pen di x 1. 

20 I n you r a n s v, e r , y o u i n die ~lt. edt h <l t. i. t v.' a s you run de r -

22 t he cornpan y , v.'hi c h v: o ul d se er :1 to imp l y t hat if t h e re V.ere n o 

23 earnings, SEA was not to be p a i d . Th i s is a n unusual arrange-

24 ment to b e mad e , a n d I'm vionderi. ng i f th e r e ' s s ome s p e ci a l 

25 provi s ion t hat i ndicate s th a t S!:: ,'\ v.' a s t o b e p aid o n ly i f 
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there were earnings? 

2 A The project was described to me that we would not be 

3 able to invest $200,000, and that the earnings would be com-

4 ing in so fast that it wouldn't be a problem . 

5 Q Was SEA, in fact, paid for the work they did on the 

6 project to manage it? 

7 A In part. 

8 l\b out h ow much was pai d to the,,! , t o the hest of your 

9 l'L' col lect ion? 

10 A They 've taken some funds ou~ . ] 'm not s ure of the 

11 exact amount. 

12 Q To the best of your recollection, what was the total 

13 a mo unt that SEA claioled t hat should [)c ~)ai d to it? 

14 II, T o the be st of my knov, l edl'.e , arntmd S:::·U , uuu . 

15 (.) And i f only p art vias pai d to thern , villy Vias not th e 

16 r e ma inder also paid? 

17 A It's the subject of t hi s litigation . 

18 (,1 That ' s one of the r eHson~ ~hy I ~ou]d like' to better 

19 unde r s t a nd y ou r pe r spec tiVE: fC IT' v.lly t;wsc f un cj s .,.;ere n ot pa i d . 

20 A The ViOrv. that they p erf'ol'rr.cd V::lS pf'rrc) r rncd i.n an i nad e -

21 qU<.:lte mar:ner , did nor. r e~;ul'C in t he ~l rCJ.icct rnak in g [l.r:y money, 

22 did n ot r esul t i n any th ing o f v alue . In f ac t, was a way for 

23 Southwest, SEA, to siphon off funds from the project. 

24 Q Is it fair to say th a t becau s e SEA did not produce the 

25 r esult s you tho u gh t should ()e ar.hieveci , y ou de termined that 
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they should not be paid? 

2 MR. ALLEN: I think you're asking for a legal conclusion 

3 Jay, thatls a part of this lawsuit, and 11m going -- if you 

4 want to ask hi s pe rsonal fec 1 i nl~s , I don't have any ob jec ti on 

5 to that. But that's what welre here for is to determine 

6 whether or not those funds v: e r e ear'ned, and you're asking for 

7 him to do what the judge and jury are eoLng to have to do in 

8 this case . 13ut if you have per~;o nal 

9 I"m . t\ ITT L E : 

10 legal conclu s ion. 1' 1" tryj ni.~ to bette r cstilulish th e c riteri.a 

11 that you used, Tom, in determining whether or not SEA should 

12 be paid, and v:e've established that they v:ere paid only in 

13 part, and I'm tryin/,; to ge t ~l hette r unde r' s t a n di n g o f v;hy 

14 it v:as determined thL\t t hey Sflou l c.i nul be :'<l:ci in f u l l . 

15 A I think I gave some of tile I' ca ~;; on~j in Ill)' f1re v iou ~) a n s we r 

16 o ( 13 Y 1,1 r. Kit tI e) All rig h t , And in attempting to sum~ 

17 marize what I understand those r eas ons to be , live asked, and 

18 \·;ould ask a ga in, jf yo u think il ': ; : , r:j~l' ~;t.;lte m c nt . 

19 Is it a fair s ummary o f you r !'esponse to say that b ec a us : 

20 -;:'1: /\ d id not; achieve the r esults you thoUi!,h l should be achie vea 

21 

22 full? 

2.3 A lid have to answer that your conclusion is wrong. There 

24 were a lot of other factors th at I felt that they committed 

25 fraud, they induced me to get in t o tl, is p roject, they g av e 
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me information wh.ile I was fundi ng the project that was 
q,;,B. 

2 erroneous. misleading. fraudulent, 'and so forth. That's why 

3 they, that bill has not been paid. 

4 Q Well, let's go i nto that a little more so that I can 

5 better unde rstand what were the factors which you weighed 

6 in making that decision. 

7 You've alluded to misinformation . Can you give me some 

8 examples of ... .'hat you believe to be misinfo rmation provided 

9 you tJ Y J i III i3 r i s co C ? 

10 A The process that they hnd anticipated using to process 

11 the 0 re woul d not work. 

12 Q What was that process? 

13 A It's a genera l t erm ca llcd induce percolation . Its 

14 chemistry I can ' t tell you . l ' nl not a chemist, and I can ' t 

15 de scribe the chemistry . 

16 How do you distin guish between a business determination 

17 that a proposed activity will be successful, and it isn't, 

18 from a s1.t uation where somebody fr;wdulently induces ~;oJneb ody 

19 to do something ..... 'hich they kno\'; \·;on ' t v!ork? 

20 MR. ALLEN : If you understand it, go ahead and ans ..... er 

21 it. 

22 

23 

24 

25 

A Clarify the question. 

Q (By Mr. Kittle) Fine. 

You,' ve indi cated that Jim Bri scoe provi ded you wi th 

misinformation wh ich was fraudulent. It seems like one 

I . 
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Possible interpretation of what you've described is a belief 

2 by all parties concerned that a process would work, - based on 

3 certain judgmental factors, and contrasting that with a state-

4 ment to you by Briscoe, for examp le, that something would 

5 ..... ork, when he knevl, in fact, it ..... ouldn't. 

6 How do you know what you've said Briscoe was telling you 

7 ..... as ::;ometning he didn't think would work anyway? 

8 . A Present knowledge, or then? What t~me frame? 

9 fVl H . 1\ L LEN : Prc c-en t k nc)\·:lC'(l )'.c . 

10 1\ Pre s ent knowledge ? 

11 Q (By Mr. Kittle) Yes. 

12 A He knew at the beginning that this would not work, or 

13 he should have done the due di 1 i i::;en cc to knov.' th a t it ,,!o uld 

14 not "'io r k , or h e shuuld h elve c:.dlc (l i:eOi \lc tha t he knc ... ·.' , and 

15 he v:ould hnve de termined th Clt i t v!olJld not have viorkcd, s uch 

16 as if he I d called the head of t he Le aching Departmen t at th~ 

17 University of Arizona -- wh:.lt's his name -- David Robb, who 

18 via s his former teacher, i.f he ' d CiJ.1Jcd the !;l.ll~e au of j\j ine s , 

19 rvir . Lind s trom; if he'd gone dav:n th~ r e \':itit a s hovel that 

20 11 e C ell' r i e sin the l> i.l C k 0 f 11 i~.:; t l' lJ C k , ;m ci u Ill.J C l< e t. an c:i pic ke d 

21 

22 

23 

24 

25 

up l~ock off of the heap , LIken it. tn an)' i nd epC'r!(ient. Inh , 

they would have shown that it would not WorK . 

Q Now, earlier, you indicated to me that you came out here 

to Arizona and went to Tombstone to make your own evaluation. 

I p resume thut those an: us of lrlquiry werc eq u al ly 
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available to you. Is that 'a f -air statement? 
.t •. " 

2 A That's incorrect. 

3 Q In what re spect is that correct? 

A I did not know Davi d Robb at that point. I did not 

5 have the assocjation with a ny of the people that I mentioned 

6 w her e I c an c all up and say, " Wi 11 t his work , or vi i 11 t hi s no t 

7 work. " I had to rely on J im Briscoe, and Sout hwest, SEA to 

8 make that dete r mination , because they were knowled~able in 

9 the industry, had "[he contact.!:; , a.r,d had the iJ.hility to c'.ill 

10 these people and ask. 

11 Q Now, you indicated earlier that when you were consider-

12 ing an investment in the Cordera Project, that you made inde-

13 pen de nt inquiries, contactin g some of the same k inds of people 

14 you SUgbc~t Jim Ul~ jS CO(' c o u"ld h~\v (: contucted. llov, W LlS the 

15 proposed involvement in the Tombstone Project any different 

16 from your proposed involvement in the Cordera Project? 

17 MR. ALLEN: Excuse me. I'm going to obje ct to the form 

18 of the que s tion as it misstates hi~; test..irrJ o ny v/ here h~ stated 

19 that he reviev:ed documents , and hi red consul tant~:> to deter-

20 mine these things . (;0 ahead if y()tJ C,Hl an:jv:er . 

21 1\ Ok ,1 y , 3. S k the que s t ion a g a in. 

22 MR. ALLEN: Do you want to re ad it back to him ? 

23 (Pending question read by the Reporter.) 

24 A The methodology that I used nine, ten ye a rs previous 

25 to that time didn't vlork, and one of the reasons I felt i. t 

", 
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did not work, is because I didn't have a personal knowledge 

2 or personal relationship with these people, and they were 

3 not as willing as somebody in the field to give complete infvr-

4 mation a s they would be to somebo d y vJho' s a profession~l in 

5 the field. And Jim Briscoe held himself o ut to representing 

6 very large companies, he had over 40 or ~O people in his 

7 company, and that he should be able to call these people and 

8 get the informati o n. I asked him to cal l other pe ople and 

9 check it cll~ound , a nJ check the incca ll u ri ;Y as '11'211 as some of' 

10 the other things. To my khmdcdgc , he either did it and 

11 didn't tell me what were the resu lts of that, or whatever. 

12 Q Is it correct that this induced percolation system is 

1 3 not a s y s t e m t h a. t ' s v: ide 1 y U ~3 e din t l! e min i rig i n d u s try? 

14 That' s correct . 

15 Q Isn't it correct tha t lJac;< in f.i<l rch uf ' 7 0 , that use 

16 of this system was controversi al? 

17 A We 11, tot h e ext e n t t hat i t did n 't viO r k, i t v/ as c e r t a it .1 :> 

18 controversial. If it "fo rk ed , it v:oll1dn ' t be' cont roversial . 

19 Q Isn't it correc t that b;.ick in lC!7~) , there ',Jere varyin~ 

20 opin i o n s among in f o r med pr()fc~.isiol id ~ ~ ;l[)o\J L v:l1ethe r t h-Ls ~.;ys-

21 tel!'l wa.s \':orth usi nt'. 0 1' nel l? 

22 A Uot to my kno~decjge, in the beginnini; of '7 ~J . 

23 Q If this was a system that was sure to bring favorable 

24 results, why v:asn't it in widespread u se? 

25 1\ 1 don' t l< nov; . 
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Q Going back to --
... ~". '.~ 

2 A Can we get something to drink? 

3 Q Sure can. Would you like to take a break? 

4 MR. KITTLE: Why don't we take a five-minute breathe r7 

5 (Recess. ) 

6 Q (By Mr. Kittle) Let's go back on the record. 

7 Tom, as I understand it, you and your associ nte s a r e 

8 part of th i s Tombstone Heap Le ;;..-: h ns u.. co r po r ;,l t ion cal l c d 

10 /\ TOllibstone Expo r ationi S ;1 c orpor;ltion . 

11 Q I notice that Tombstone Exploration is the Plaintiff in 

12 1:nis case. Can you tell me what ' s the involvement of Tombston 

13 Ex p loration, Inc ., in thi s ma tter? 

i4 Th ey ' r e a c o !" po ration \,: :-1: e li i s re c ei vin ~ fun cl s as i nves t 

15 i n ti, :i,n the p ro pe r ty that ' t, ov:ned by . an d l e ase d to u s by TDC , 

16 Tombstone Development Company, he r eaf t e r r efer re d to as TDC. 

17 Q Are you also involve d in this p r oject pe r so na lly ? 

18 No . 

19 Q Who a re the sh a r e hold e rs 0: Tombs tone Explorati on , Inc . ':' 

20 /\ rlJ y s elf , Dv:i gli t Lee , Jo hn ]) (: a n , D- e - a-n . and Judi t h 

21 1'·1 i sh k i n , r·j - i - s - h - \, - i - n . 

22 Q What's th e approximate percenta~e ownership that you 

23 have in TEl? 

24 A 

25 

Seventy-nine pe rc e nt. 

\'!hu t ' s t.he approx i mate p e rcentage o \·:ner s hip that Uv:ight 
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Lee has? 

2 A Ten. 

3 Q And the approximate p erce n t age ownership that J o hp 

4 Dean has? 

5 A Three. 

6 Q And the remaining shareholder, her approximate percen-

7 t a ge own e rship? 

8 Ei g ht . 

9 And t ho s e a r e all the sh~irl'hl!lde r s . i~i lh3 t c orre ct? 

10 A Th a t's corre ct. 

1 1 Q Who are the officers in this corporation? 

12 A I'm an officer. I'm pre si de nt, chairman of the bo a rd, 

13 and my wi fe i s v ice pre s id e nt. 

14 /l.r e the r e any o t he r o f f ice r s of t ~le corpo ration? 

15 A No . 

16 Q Who are the directors of t he corpo ration? 

17 A My wife and myself. 

18 C.) In vJtla l .yea r ... ia s th e c Olil p a ny i n co r i-l o r a t ec.! ? 

19 A s ev e nt y - nine . 

20 Q In v; lwt s t ate "'; a s i t incor;Jo r <.1ted ? 

21 1\ De 1 av:a r e . 

22 Q And I a s sume tha t it's q uali fied to do busines s in the 

23 State of Arizona? 

24 A Yes. 

25 Q Is it qualified to d o bu siness i n any s tat e ot h er than 
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Delaware and Arizona? 

2 A Not to my knowledge. 

3 Q What are the activities of the corporation? 

4 A Running t he ac ti vi t i.e s of the leased p r ope rtie s of TDC. 

5 Q And th a t's es s enti a lly the 'i'omosto ne Heap Le ac h P roject? 

6 A That's correct. 

7 Q Is TEl involved in any o t he r a ct ivi t ie s besi des the 

8 Tombs tone Heap Leach P r oject? 

9 

10 

1 1 

12 

13 

A 

" 
Q 

A 

Q 

A 

No . 

What l s the app r o ximate c aritul i za t i on o f TEl? 

Clarif ic a tion. 

Okay, let's focu s on fun ds i nv este d b y s h a r ehol d e r s . 

Cl a rifi cat i o n . Th e r e l s heen approximately o ver a 

14 mi lli on , tviO i nvesteu and/or )',: Ii!I' i .lIn,r'Cr j by !3[]areholcc rs . 

15 Q Let l s focu s si rn r ly on the illnOll!;~: invested QS di s tin -

16 gu i she d fr om an y g u a r ante e s . 

17 A That's just an a c co u n t in g me thodology . 

18 Q Let me look a t it from the i 'O } nt of view of the cor-

19 pora t io n' s books . 

20 

21 f ro m s h are h old (' r s for the t H J r ei I i I : ; C () f !" t 0 c k ? 

22 

23 

24 

25 

A Approxim a te l y $ 1 UO ,00U . 

Q How much cash h as be e n r e c e ived by th e c orporati on from 

shareholde rs as debt? 

A A mil lio n, o n e , p l us the $l CU , OU(j , total lint'. a pp r oximate .y 
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a million, two. 

2 Q Has debt capital been received by the corporation from 

3 any sources other than shareho lders of the corporation? 

4 A Yes. 

5 Q What are those other source s? 

6 A For equipment purchases. 

7 Q That would be credit ext ended by the vendor of a piece 

8 of equipment? 

9 A Co r rect . 

10 Q In r o ugh term s , what would be the arprox i rnate amount of 

11 credi t expended by vendors to assist the corporation in pur-

12 chasin g equipment? 

13 A To the bes t of my kno wl ed~e , nround S600,OOO . 

14 C 8 n yo II g i v c me <l L~ e ncr Lt 1 cJ c ~ C I~ ; p t i \. , n 0 f t n e kin d 0 [ 

15 eq ui pment th at's involved? 

16 A Curren tly? Time p e riod. 

17 Q Well, evidently there's o nly o ne year time period. 

18 Wh y don ' t v; e take it, say from I\'i~ rc h of' 1 7 n , up throuBh tt1e 

19 p r e s ent . 

20 

21 \1 c 11 , 1 e t I ~; S Ln' t , the n , ; , r< ~ :, ( , 11 t. 1 Y . 

22 A Presently we have a small front end loader , a large 

23 front end loader, a SO-ton truc\:<, a dozer, a scraper, one 

24 SOO-ton plant on lease, and one IOO-ton plant on lease. 

25 Q \~'hat kind of crusher do you llse? 
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A We hav~a 1942 somethi~g crusher. I can't think of the 

2 name of it. 

3 Q Is that piece of equipment s omething t hat was purchased 

4 outri g ht, or is vendor cre di t involved in that? 

5 A Purchased outright. 

6 Q Is any of the major equipment used in operation of the 

7 Tombstone Project lea se d equipme nt? 

8 A De f i nition of leased? 

9 Let ' s define it as not 0v:ncd uutri g ht bj U1C corporatiur. , 

10 not being p urchased by the co r poration , and not intended to 

11 be purchased by the corporation. 

12 A · Yes. The one IOO-ton plant. 

13 Q And who's the leaso r of that plant? 

14 Dailey Escapu l e . 

15 Q Just for clarif.i.ca tion. so t hat I I en s ure I kn o vl v,hat 

16 you're talking about, would you describe for me , please, what 

17 you mean when you talk a bout a IOU-to n plant? 

18 A It' s a Me rryil, M- e -r-r-y - i -l, I think , Crow , C-r- o - w, 

19 Cy nazation Processin g Plant, C- y - n - u- z - a - t - i - o - n , I be lieve . 

20 Q Can you t ak e me slov.'!y t h r oui)1 the r)l~O CCSS of \·,'hat II 

21 Cynazi:ltion Plant does? 

22 A It' s divided into three parts . The f i rst pa rt is a 

23 clarification filter, which clar~fies the solution. Then the 

24 air is taken out throu g h a dehydration, I'm so rry, de-airi zatic n 

25 chamber. Zinc is then ad ded, and t hen it passe s through 
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another set of filters where diamateous earth and zinc, and 

2 the precious metals are all filtered out, and the resulting 

3 fluid, which at that time is called barren, is sp~ayed back 

4 up on the heap . 

5 Q And tell me, if you will, ho~ the solution is prepared 

6 which enters the Cynazation Plant? 

7 A You mix cyanide in it. 

8 Q I ' rn thinkinL', atJout t he stuff th <.:.t · YClu ' r e processing . 

9 ',o/he r e doc s j t corne from? 

10 f;1 R. ALL EN : P r e unant solll t ion. 

11 A Th e ore? 

12 o (By Mr. Kittle) Yes, th e mineral - bea r i ng substance that 

13 you hope to r e cove r rni ne ral s from? 

14 A Your spr'Clyine solut io n up onto the r o(; ks which have ore , 

15 or have precious meta l s in the m, ~oes down through the r ocks, 

1 6 0 u t 0 f the roc k s ,on to ali n e r , l in e r i n tot he p 1 ant, vi here 

17 it goes through the proces~ and as barren solu tion goes back 

1 8 u p the c los e d c i rc u it . 

19 Q What ' s the lin e r? 

20 A Can be either made up o f p l; l~~ lic o r ~~d n ci. 

21 Q Is it just 3. method of conduct-in ,": that fluid to the 

22 Cynazation Plant? 

23 

24 

25 

A Yes, it's a method, ye s. 

o You've indicated tha t you have a crusher as part of the 

plant equipment. How's the crLl ~j hcr' u sed? 
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A For cru'Sbing rock. 

2 Q Is that something that you do before fluid is sprayed 

3 onto a pi 1 e of stuff? 

4 A Not necessarily. W hen 0 i c k fI e \-v 1 c t twa s do i n g it, he did 

5 not crush any of it. I>./hen J im Bri scoe wanted it cru shed, and 

6 talks about crushing in thi s proposal, the cost of crushin g 

7 was tremendous. Crushing does, we feel, u po n analysis, add 

8 t o t h e v al u e s i f you c an Get the c () s t do v. tl . \lie own e d i.l 

9 c ru sher . 

10 We no longer c rush our Ov:11 r o ck. 

11 Q How do you use the crusher which you own? 

12 A We don't. 

13 Q It's owne d, but it ' s not presently being used? 

14 A That ' s co rrect . 

15 Q Tell me how crushed fn a te r i o. l is u s ed in the mine r Cll 

16 recove ry P r a c e s s whi c h you no w ope rate? 

17 A Crush the ore. 

18 Q Do yo u take rnateria] fro rn a heap , crush it , and r etu r n 

19 it to the h eap, or It/h a t. are the r;lcdwni cs of cru s hing material 

20 A One , vie I re n ut crushi nr~ OJ'C f r o ili tf~(: r ~ cap , be cause there 

21 may not be enough v ulucf' in the he;,lf; ill c e;; :lpi\r i so n to t he 

22 co s t of p roc ess ing it , one . 

23 Two, you take the ore, you crush it, and you put it on 

24 a pad, and the pad i s made up of sand with a , sometimes a 

25 liner is put dov:n , a plLlstic liner and more s and on t op of it , 
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and the crushed ore is placed on \ top of trwt~ 

2 Q If you don't use your crusher for the crushing process, 

3 wile re do you ge tore crushed? 

4 A Contract crusher. 

5 Q Presently, who' s the contract crusher that you use? 

6 A Maddox and Son. 

7 Q Where are they located? 

8 Disbee , I t hink . 

9 (,1 V:hE.:n di d you fjr s t begin l1~;j. n ! '. their se rv i ce s? 

10 A Yest e r day. 

1 1 Q If you don't crush material from the heap, I presume 

12 you crush other material. Where does the other material come 

13 from? 

14 1\ Th e Contention Mine 51 te o CaDi ted C . 

15 Q For what period of time did you make use of th e company' 

16 crushe r? 

17 A About 60 day s. 

18 Q When was the companyl s crusher first acq uired? 

19 1\ IVlaybe 7U days ago, BU di)y~:: , yo u l<.n o v.', just before v;e 

20 s tar t ed u s i n I:'. it. 

21 What arc reasons thCtt the Cr'u:,her V:,-tS not acquired at 

22 an ear 1 i e r time? 

23 A They're expensive. Tests have to be made by the testing 

24 division to determine where the values are, and whether there 
I 

25 will be enough of a return afte r th e cost of cru shing , because 
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cr~shing means you've got to move the ore twice. Those test ... 

2 are called screen analysis, and before you buy a crusher, 

3 you should do adequate screen analysis. 

4 Q Did you use any contr a ct cru shing services p rior to 

5 employing this outfit out of Bisbee? 

6 A No. 

7 Q I notice from the letter agreement of March 7, again 

8 1 00 1< j n e; a t P a ge 2 0 f IIj! pen d j x 2 , t h Cl. ti t see In s to h a v e b ee n 

10 used to lease a c ru she r to process c e rtain r ar ts of the heap. 

11 Looking back in time to 1 9 7 9 , what are reasons why a 

12 crusher was not leased as originally contemplated in that 

13 letter ag r ee me nt? 

14 T hi~; --

15 HH . ALLEN : Ju st a minute . fo r t he r ecord , I 'v e got 

16 to object to the found a tion, that you huve n ' t established 

17 that that was his contemplation; that's your interpretation 

18 of the cont r nct . 

19 A Thl s wu s 13 r i~;c(jc ' s , n u t Djck I k· \·:l (' tt ' ~ .; , thjs i ~ 

20 Uri scoe t s conternp 1 a t ion , one . 

21 l»)'j~3 C(je got Ll q uu l.(.' rr'u II,:1 cun tl' ; wL cn l~ ;i H~ r' f U l' <.l 1 ~linL -

22 mum of ~ ix mo nths cru s hing a t $S . Gl per ton. T hcl~e'd n ot 

23 been enough analysis to determine whether we could afford 

24 $ 5 . 60, and the quantiti es th a t thi s man had to crush, we would 

25 not h a ve bee n able to rrocess, and we d id not hav e a process. 
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,.\. 

The indu~ed percolation was the process they . • ere ~sing~ wou~d 

not nave worked. and it would have been a big disaster. 

3 In contrast, we signed a contract for Maddox and Son 

4 for a minimum of 10,000 ton s at $2 . 80 . The man that ivJr . 

5 Briscoe talked to. I think it was a Mr. Gilbert, is a friend 

6 of hi s. Mr. Maddox is a business acquaintance. 

7 o Okay. What you've descri be d seems to relate to contract 

8 c rush ing . I'm trying to ge t n bettor handle on ho~ it ~as 

9 decided th at a crusller "'!o uld no t be le<t~ ; ecl . as described in 

10 Paragraph 3 of Appendi x 2 of t he jl1arc h 7 , '79 agree ment? 

1 1 A As of the writing of this document, on that date that 

12 was between Mr. Briscoe and Mr. Hewlett. And this was writtelJ 

13 by jVlr . I3ri s coe . An d Ll i. c k He v.l c t t , v.' h 0 vi a s run n i n g the 0 pe r a -

14 tion dow n the r e , cUd not decide t.o pursue the crushing . 

15 o Hell, you kno'v; , this is par t of a let ter agreement t hat ' !,> 

16 sign e d both by you and by Ji m Briscoe . 

17 Are you saying that there were portions of t hat letter 

18 agreeme nt that y ou agreed viith, and port .Lons t ll~Jt you did not 

19 i1G r ee "':i th? 

20 A Whe n I signed thi s agreempnt , J did not kno~ ho~ much 

21 -- 'v.'he n 1 signed this Ll~reCIilcnt 0 11 [1'1 ;'1['ch 7 , l~J'I~ , 1 did not 

22 know how much a cru s her 'v.'oul d cost , I did not knov.' what 

23 analysis needed to be done to determine whether you could 

24 afford a crusher. I did not know that a crusher of suffi ei e .. l-

25 size co s ts over a $lSO , OOO . Tf T h.:td, J pl-obahly would have , 

I 

I 
]1 
I' 

f 
j 
1 

i 
I 

II 
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3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

" 19 7'1' 

20 

21 

22 

23 

24 

25 

I would have said that that was an unrealistic goal, - but at 

that time, I didn't know. 

Q How much did it cost to lease a crusher? 

A I don' t k n 0 vi • I don' t lea :.~ e c r u s he r s • 

Q Are you saying, then, that the decision not to lease 

a crusher, when both you and Jim Briscoe were involved in the 

project was made by someone other than you r sel f? 

A No , 1 ' m say in g with my kno v:ledgc to d':-JY , it v:a s v ery 

unreiJ.listic , ;J ll d v e r y l i OCH' 1!;C'ti1cdolo;~.~:, \·:i.t·ho uL fL:rtl\f~ r studicr; 

to say v:e're going to, within the f i r s t $ 2 5 ,000 lease a crusne r , 

would have been a very poor business move with my present 

knowledge today. 

Q HOI': can yo u make th at detcr rn in atjo n, if you don ' t kn oy·/ 

v: hat it costs to lease 3. cru srw r' ? 

1\ Because I d on't kn o\,; ~tnyl) ()dy 1-:110 evc r leascs crll~;he rs. 

I said it cost me $2.80 per ton to h[1ve th em crush. I3risGoe 

got a cost of over $5.60 for six months' contract. That's 

not leasjn~ a c ru sher. 

Q I app reciate t h a t, and T' rn just tryi n /.; t o g et a bette r 

idea of hoy: d. decisi on v:a!:; rn;.d c: l )y !:)ornconc: at SO[;1e t .i mc t.o 

exp lore o tl1Cr o.lternativcs t hiJ r. lC: ; I ~) ill g i:' r r u::ll e r <.I S set ou t 

in th is agreement th at the tw o of you signed? 

MR. ALLEN: Excuse me. You can ask him anything you 

want to. I'm thinking maybe you're a little confused if 

you're tryin g to explore somethin g --
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Excuse ~e tor interruptin g you, but so maybe we can 

2 save some time. You can't lease one. You got to contract 

3 the people that run them, and stuff. In ot her words, you just 

4 can't go out and lease t h a t type o f equipme n t, wn I r igh t ? 

5 That's right. 

6 MR. ALLEN: Either contract i t, or you buy it, and run 

7 it yourself. And maybe tha t, i f that h e l ps , if you're explor-

8 in g s ometh i n g e l se , £ 0 ahe ad . 

9 Hi . KJ TT LE : 

10 Q ( By jJl r . Kittle ) You sa id you d i d n ' t kn ov,' anyon e v.'h o 

11 leased a crusher. 

12 Do you now know for a fact that cru s h e r s s i mp l y a r e 

13 not leased ? 

14 A You c a n form 3 lease t o buy . It ' s the ~amc t hing as a 

15 c o nditi o n a l s ales contr a ct . 

16 Q We ll, I' m n o t p l ayi n g wi th wo r d s . 1'm tryi n g t o u n de~-

17 stand better why wh a t too k pl ace does n o t t r a ck more clo s el y 

18 t he ide a s r e f lected t n t hi. s lett e r agree ment . 

19 To t he b est of y ou r kn owl edge , ~ e re a ny inquiries made , 

20 eithe r b y you or by Bri s c oe , a t any time du r ing 1~79 , to 

21 ex p lo r e J l e a se - p urchase of ,1 c: r \.l~;!Jc r '? 

22 A Yes . J im Br iscoe exp l o re d that, the c ost fo r a , t o 

23 purchase under a lease-purchas e arran gement, would result in 

24 the cost of about a q u arter of n mi ll io n do llars . Th e cost, 

25 as I paint ed out ear l ie r, to h a v e n. con tract crushe r c orn e in , 
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the cost that Jim got from a fri.cnrl of his. -okay, was over 
• 
" 

2 $5.60 per ton. Tho se are t he only two way 50 I guess, that 

3 you would enter into a crushin g . 

4 Q Did Jim Br isc o e recornmend Lh;lC ;J c ru s her a cq lli red in 

5 some form be utilized at th e TOlnbstone Heap Leach Project? 

6 A What tirne? When? 

7 Q At any time during his active involve rnent \!: ith the 

8 p roject? 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

An d you 're Su.yjne. tiIo.t he r' cco rnmcndcd j t bec:"llJ~3e it ' s 

your recollection that he --

A Form u 1 ate d . lIe recommended o n "the first $2S,UOO that 

that be done, and I say that it wa s not good ~ini n g technique. 

Can the induced pe r colntluJ'l ~~y~~t erl! b e t1~;ed on rnateri<.ll~j 

v;h ich h ave not first been pr'oc e ~; ~-; ed by a cr\Jsher? 

A The induced percolation, as you we r e sayi ng it, has not 

been able to work in the lab, let a lone out in the field. 

(.l Tell Ine in ... :hat re ~~)ect r.he rr'uce ss you 're fl O\!, utiliz i ng 

i n Tombstone di ffer s from the jnduced ;Jercol:1tio n system ? 

A 1'm not; :.I In etal1\J!'gi.!'~t , <lrlcl r ' m flot ,I cr1C'l!list , J canno t 

tell you th e d"Lffen:nce . III 1 c ;! fl S iJ. Y i S Vi C ' t ' e 11 (l t U sin g the 

in d u c e d perc 0 1 a t ion . We I r e usinG Cyna z ati on , v.:hich tws been 

around for 3U t 40, SU years. It was a • it was a similar 

process that Minerals '71 used. They had a different form 

of filtration. They used a fi 1 ter p ress, ar,d ",; e ' re using 
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swimming pool filters. Other than that, it 's quite similar. 

2 That's why Hewlett and Briscoe did not recommend that 

3 system at the beginning. 

4 Q Are y ou u si n ~ a pel letize r in t he system today? 

5 A We are. 

6 Q Can you tell me how ttlat \-.'or'ks ? 

7 A [pon crushing th e ore, we put i t onto -- upon cru s hing 

8 the o r e, V. e add l ime , Su t ha t n~ it ' s bel. n.'! c ru ~hed , th E: lime 

9 i~) 1l1 .i ):t'd j 11 . 

10 some rn 0isture intu the cruslie d r uck in the Crtl Sile r' . 

11 take it off of the crusher by conveyo r belt a n d p ut it i n what 

12 ...... e call a pelletizeI'. 

13 Thep e ll etize r is a c on v eyo r belt thut ' :::; runn i n).'. up hill 

14 so t hat the o re and the v.ater, v.hicil 'It. thut pu'...n l: has 

15 cyanide in it , rolls on top of 1':IC!1 othe r . 

16 Q Then what happen s t o th e pellets a ft er they r e ach t~e 

17 top of the conveying bel t , and v:hat h appens to the flujd that 

18 p r es umably hnv e fl o v;c<! to the h( l i.L01f1? 

19 A It' s only v .. et t ed -co a;'pruxi :il ;itely fiv e , len ;:>e rc enL , and 

20 the rock s don I t get IIp to the 'Cup , t.ll CY r'o 1 1 h~ICl< duv.l. (.Hld 

21 Uley roll uff l. u ;! f10t/)(; r cO-nVCYU I' !)I' i l. , \·.ili (' ll 1'.\Jl· 

22 the pad. 

23 

24 A 

25 (.) 

And then at th~ pad, they're leached, is that correct? 

That's correct: 

\"ha-c benefi t s r esu lt from iHJLt i n g the: mate rial into t he 

,. 
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pellets as you've described? 
. ' 

2 A This was a technique that was developed by ourselves, 

3 and only in recent months. 

4 I'm sorry, wh at was your question? 

5 Q I'm trying to figure out what benefits you get from 

6 using these little pellets? 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

It co a ts the cyanide and the lime comple tely around 

t he ruck so trl a t you ' re exposul'(~ i s ~reater , s u that you get 

pe r c 0 1 ~ t j o n . 

crushin g ore without the pe llet i zer , it ~ o uld have be en a 

disaster, because the solution will not go down throu g h the 

ore. It binds out. That's why they needed the barrel test-

in g , th ey needed to do a lo t uf testincl h e fo r e you even con-

sider putcin !:'; in a c ru s he r . I i·: nov. t h : \ t l ~ () v: . 1 d id no t k nu 'vi 

that as of I',larch 7, 1 ~; ·/ q . 

Do you use cement in thi s pe:-lle t izin g process? 

A No. 

As fa r as you know , can tha t in c reased pe r:neatJility be 

achieved l)y add i ng cement to c ru s hed tn at cI' ial? 

Cement j s an ;;.lterrrativc. T (.' :; loO expe n si ve in our 

a r e a . 

I see . So it ' s not impos s ible to e nhance t he permea t)iJ. -

ity of material in an alternative form, but alternative forms, 

,youlve determined, are too expensi ve? 

I don i t understand your qu ~ stion , but you can USE: lime, 
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or y,C),u can use cement. Which one is better ," nobody really 

2 )<now s. Lime is very cheap. 

3 Q My question is this: I think I understand you to say 

4 that unless you're usini$ pelle t~ , the type of system. che 

5 type of leachi.ng system yuu' re using just .,.:on't w'ork very 

6 well, did I understand that correctly? 

7 That's correct, yes. 

8 I think probably my que~tion is . put Lin~~ c osts asjde , 

9 isn ' L j. t tu r t: thdL if c r' u~;het.! ; '; ;;!.l; r-L"il V,f ; r't: jr:i/:(~d v:it.h cerr1cnt , 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

but n o t .in pellet f orm , Lhat L!w lE;ilc hinL~ f>r'uce ss v,ould alsu 

work effectively? 

A I find it very interesting that you wish to put cost 

aside, because tha t ..... ·as one uf the prubl erns v;i th the p roject. 

They viere n ot v:illin !!, t o CCdlsilit:r' t he ccuflor ili.cs of their' <..l ecl -

sions. 

Cement, as far as I know, was no t talked about. as 

far as I can recall ut th a t tirne . Tt only recently came out. 

Cern e n ti s j u ~; tall 0 L 11 c r <.l 1 t ern; 1 L j v (~ . 

Ok ay . 1'm not tryin); to f..lUt it aside , 1'm tryin ~ to 

i so late it so th,At v, C: can fucu[; un pClT'Licular P;:H'ts of the 

que s tI o n. 

you corre ctly, tha t is it faj r to say that, yes, it's possible 

to use the system by tidding cement to crushed material not 

in pellet forrn? Is that a fair statement? 

A I don't kn ow. I don I t k n () '" h 0 v.' yo II Ito: 0 u 1 dad d it . I ' --
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and what form, how much. I don't know. You need a me tall ur-

2 gist to make that -- I don't know. 

3 Q Fine, I'm just trying to 

4 A I don 't know that i~ was e ver conside re d . The Bureau 

" ,' . , ... 
"i'" 

5 of Mines did a study using cemen~. and li.me . You can use eil..l\~l · 

6 one. It came out recently, I think, that report. 

7 Q How would you describe th e processes that were recom-

8 me nd e d v:hen bo t h Dic\< Hev/ l e t t and ilr'i. ~; c () e '~.'ere act i vely involv:d 

10 / \ The y tried a number of different methodologies, which 

11 I can't tell you the diffe rent chemicals. I'm not a chemist, 

12 and I don't understand chemi s try -- which we use th e general 

13 term induc c ,i pe rc ol<lc"l o n . /\~; \ .. C f 0 uri d u u t 1 at e r • no n e (; f 

14 the's e V: o r k L'd in t~(' l:l:w r a tur' y . lel :ilonc (j ut in tne f ie ld 

15 v.h ether yo u v:e r e u sing crushed ore ur mine run , v: hich mean s 

16 non-crushed ore. 

17 And v:hen you use the term they wouldn't work, do you mea 

18 that; unde r no ci rcumsL:mcl:s v; i11 they :) r'utitlcc v<.iluab1e fJre -

19 cipitan Ls ? 

20 /\ You ' d have to .. define exac tly v:t):.!~ CiiCrJlic:tl. y o u're using , 

21 

22 the laborat o ry, sure i t wil l viork , but I g uess it ' s a toxic 

23 chemical, and you can't use it out in the field. 

24 If you ~anted to say tha~ was part of induced percola-

25 t ion , y e s, t hat wou ld work in t he l ab , hut yO ll can't u se it 
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out i nthe field, and you have to take each specific chemical, 

2 and you'd have to say, well, you know, did it work? I can't 

3 an s \>/ e r t hat. I don't know al l ~he answers. 

4 Q Well, I'm a bit confu ;;c d, hecause on the one hand you 

5 seem to have said that the techni.ques recommended by lIewlett 

6 and Briscoe won't work. 

7 A Correc t. 

8 o Didn't you also say a fev: mome nts ago that you don't 

9 kno\·: v;r)e t hE:l' they 'll v.uri·; , ! )(; C"lj ~;L: y c, u'rc l lot it chellt i st? 

10 1\ No , but -- that' !:; correct, did say ch£lt. I doni ~ 

11 know whether they'd work, but since ~hen, since around at the 

12 end of 1979, I began talking to metalluqy,i sts , the L:niversity, 

13 an d the Bureau, and they all said it wi ll not work. l"-1e tall ur-

1 4 ~ i s t s h a vet r i e d i ~ i n ~ he 1 iJ h . i1 n ci t he y I r e nOt a b 1 e t 0 1.,; e t 

15 it to \\·ork . 

16 Q Was either Briscoe or lIewlett sug~es tin 1.,; that you us.e 

17 Agua Regia? 

18 1\ Ag ua I-Icgia? 

19 Q In the fi eld op eration? 

20 A No . 

21 What l<;ir.d of concentri:it e s c) r' p r'cc ipit.::ltc :; are y ou t;ct -

22 ting out of the p roj ect currently? 

23 A 

24 wha t? 

25 

Clarification. ' What kind, what do they look like, or 

Well, let's first identify the mine rals that you f eel 
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have economic value, that are being recovered. 
-<')<' 

A Silver and gold, ' small amount of gold, less than three 

percent. 

Q And what do you do with those precipitates after you 

recove r them? 

A We have an elaborate system for handling precipitates, 

because at that point it has some value. 

We have the filt er s o n it, ~hat ' s cal l ed the pregnant 

s ide l UCKed off , 5 0 t hat v.h cn Lhc j cLJri fy t hcJc-;e fi l t e r s , it 

soes througtl Ci pipe , aCl' OSS the ceilin<~ and into i.l lockeu 

room where only two peopl e have a key to that room, and the 

precipitants are stored in that room. 

Q In what form are they stored ? 

1\ The y 're first stored i n a vo e t forIn i n anothe r' filt e r. 

'1' hey I re tal< c n 0 u t, and the n th c y I T' cdr i c cl ina no ve n . 

Q Who takes them out, and who dries them? 

A John Swallow -- the two peop le have keys to that are 

Jo hn Sw a ll o~ and Dusty EscCipu l. 

Q Can either of those tw o pe ople be in t. h ac room by tilern-

selves? 

A Yes. 

Q After the materia l is dried , v.'hat ' 5 t h en done with it? 

A It's packaged and sent by the -- what's the brown truck, 

LPS? United Parcel Service. 

Q In "'. hat form, j . s j t pac k d I',e U in? 
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A A container, plastic container, and i nsured. 

" 
Q What's the size and t ·he approximate weight of those 

containers? 

A Fi fty pounds. Ten gallons . 

f'o'IH. ALLEN: Five gallons? 

A Five gallons. Is i~ five gallons? 

Q (By Mr. Kittle) Is anyone besides Swallow and Escapul 

invo lved in putting the dry precirjtate in those containers? 

Q Who 's that') 

A Can't think o f his name. 

o How long has he worked with thc operation? 

A Just about from the beginni nij. 

(J Are any of tho t:ic threc pcuplc , h'tlO at: that point in the 

p r ocess , ha v e ~lcce:) s to l;t iC precipitate , <Ire uny of theln 

bonded? 

A No one is bonde d, because you cannot get bonding for 

that sort of thin ~ . We 'v e tI'ieu . It ' s not a v ailable . 

W HOvi cJo you ~u about deli ver-i n,.'. the contajners to lni t eu 

Parcel ? 

A They fJ ick them up . 

Q And that would usually be in a truck driven by one per-

son, is that correct? 

A That's c or rect. 

(J Where do tile conccnt l~<-ltC!) i~O from therc? 
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A To the Post Office. 

2 Q All right. So it~s not ~PS that transports them to 

3 its ultimate destination, but 

4 A I don't know how CP S wo r ks . CPS takes it where ver they 

5 take it. 

6 Q W hat's the u I t i rn ate des t i n iJ t ion 0 f ttl 0 s e p r e C i pit ate s? 

7 A Chrysaor, C-h-r-y-s-a-o-r, Lab or a tories, 

8 (,) An d whe r e ar~ t hey locat e d? 

9 

10 And what do e s Ch ry sao r L ~bo r a t o ri es do ~ it h t he p re-

11 cipi tates? 

12 A They smelt it and refine it, and the n un de rtake the 

13 ul timat e s a le of the cornrnod i t y . 

14 A n U v, h 3. t ' s t he u:1 Vi ! 11 a t e c: () : ;11 i I ( J d i t Y ? 

15 A It' s b u l U on, Hu1 l i o n i n s i 1ve r an ci golj . 

16 P resen1::ly, is all of t h e p r ecip it a te r e sulting from . 

17 the operations being conv e rted i nto bu l lioll? 

18 A Ri gh t no It.' It;e ' r e no t p r o du c in !:" ve r y rll lJC!1 a t a ll. Pro duc -

19 t i on i s v.'a y 10lti , s o t hey 're ;no v i r: t', tllei r qua r t e r' s [ rom Bay 

20 Sho r e to Tapp a n, Ne lt,: Y U l~ k . 3. nd l ' c l! n in i~ the f'ur' n a ce so there ' s 

21 some th~ t ' s s it t ing r i ~ h t no w. 

22 Q Wh e n did t h is mo vi ng process bc~i n, as fa r a s y ou know? 

23 A Beginning of this month, 

24 Q Prior to the comme nc e me nt of thei r move, were precipi-

25 t a t es be in g sto red, raU1c r t han con v t: l~ tccl into b u l li eJtl? 

., 

BOULEY. SCHLESINGER . O,CURTI. SCHIPPERS . GARWOOD 6 ERW'N 

REG'STERED PROFEliS'ONAL COURT REPORTERS 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

., ~ 17 ., 

18 

19 

20 

21 

22 

23 

24 

25 

65 

A They were kept in a locked room awaiting processing. 

o Ano for what period of time were they kept? 

A Until Chrysaor could gear up to handle the precipitate~. 

That takin g 60 , 9 U day s. 

Q Now, I I d understood t ha t s i x or seve n months a g o some 

precipitates were being stored som e whe re. Is it correct that 

some precipitates were being stored some where at that time? 

f, As J st ated , they were stored at Chryscwr ({,,: aiting p r o -

c e ssi ng . 

W Th a t' s '..., hat 1 ' m trying to t',et ;n. to determ .i ne whc t he r 

the precipi t a te s I' d h ea rd abou t, th a t ltiC r e being s tored, 

were the same precipitates y ou 've described being stored at 

Chrysaor, a nd e vid e n t ly they arc fr om what you s a id . 

/\ If J unde r stano yOll r qllcslioll , yes, I Ir.UCS;; . 

Q Well , le t me a sk , It.· e r e t: lle r e any other places t ha t d r y 

precipit a t e s woul d b e s tore d? 

A No. 

W J-I a It: day 0 u k now Vi hen C h :. y s i..l u r' te l 1 s y u U v/ e ' v c r E: c a v e r e c.i 

X o unces of minc I' i..l} ['rain the pn'c i p i !..atc yOll sent , that t1 1ey 

a r e accu r ately repo r tin ~ all of the mineral ~ hich was reco v e rei ? 

/\ Tornbstone Lxplof'aiion , ul)(.m t.ilclr d r'yin 0 ttl~ i)r'eci~)l -

t a t es , mixes therll in (j bar r el , t ryini!. t o get a horn0ge n o u s 

sample, takes a sample 'out, and does a fire assay. They take 

ano t her sample out, and they s e n d it to an ump i r e a ssayer, 

c a ll e d Roc h ine , H- o - c - h- i - n-e . 
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Q Where's Rochioe ·located? ". ~' . 
" 

A Douglas. 

Q When did it 

A To the best of my knowled ~e , he's in Douglas . 

Q When did the process of using umpire assay first begin: 

A we have all of our precips., as far back as we can go, 

umpire assayed. The process started -- I'd have to check. 

.1 don 't knov: . 1\ lo ng time ago . 1\ whil e a)l;o . 

() Is j t co rrec t tlw.t there \·. ~l~;· ,.~ pe riod of ti ffle \',!l c n pre -

cipitate s .,.:ere bein g shipped v,i llen umpire assays v:ere no t being 

made? 

A In the beginning, yes. 

Q Who wo uld th e n --

/\ iJ u t v:e were not pr()ce~ ~;i jl i.; the!n , Clnd CIH'ysao r l'. dS not 

p roc es sint, the m . 

Q They were simply storin g t hem? 

A Yes. 

(~ Who, \'i ith in your co;npany, i ) C l~fo rm!:; chc mix i ng: and LnitlQ 

assay that you lve oe sc r j\)c(j? 

A A ma n .,.:h o sends ou t.. the pn·cipit<.ltes . 

c.) '~il1 ic h JTl~Hl is l h ;l t? 

A Jo hn T. Ma nn, John Sv,'al Jov: , o r his meHl . 

Q His man, would that be the third person you've describea 

A Yes. I can't think of his name. 

Q What are the qualificati ons of John Swal low to pe rform 
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assay 5? 

A He doesn't perform assays. ", 

Q Who then, within the company, does perform that initial 

assay? 

A Gary Li ndro s. lie' s done fire assays for the State of 

Maine mine, for a couple other mines . 

Q So there are four people v:ithin the operation, then, 

that hav e access to the pre ci pi t a t e , th e r e would be Escapul 

Are the r e rnoc e; tt1 ~ l n f OUl' ? 

A No. He receives a sample, whi c h he processes . He 

doesn't hav e acce ss to i t. 

Q All right. fl 0 v .. does t. c receive that s ample? 

A I n a bag . 

Q And v:ho g a the r s th e sampl e and de l i v e r s it to him? 

A John SViallow or his llI a n. 

Q Where does Lindros perform his assay work? 

A On the property . 

Q He ' s a n e mpl o y ee of Tornb~, t " !le Expl orat i on, is that r ight D 

A Ye s. 

C.) Wh u t ki I)d of j nsur-arle e d o je u lii.1V e on that p r-e c i;>j tate 

vdlil e it's being shipped to Chrysaor? 

A Full insurance by UPS . 

Q How did you determine the amount for which a shipment 

shoul d be insured? 
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A We have a fire assay, so w~ know approximately how 

2 much it is, and we insure it for more than its value. 

3 Q What use is made of the umpire assays? 

4 A It's another check done by a thi rd party. 

5 Okay. And what kind of check is made, and by whom? 

6 A It's another assay made by a third party. 

7 Q That I understand. 

8 Then presumably t hat aSSiJY i <..~ 
- j,. ... ;) com pa r ed with so me thin g 

9 e l se? 

10 Correc t . 

11 Q What's the umpire assay compared with? 

12 A TEl's assay. 

13 Q That would be the assay pe r formed by Lindro s ? 

14 A Th Clt ' s c o rr c c t . 

15 Q Who makes th at corrlpari s on ? 

16 A I do . My comptroller does , and my administrative a~sis-

17 tant, or Dusty Escapul. 

18 o An d .... :hat a r e y ou r qUctlific;\ti ons for e vnluat in!', a ssnys? 

19 A J'm v e ry ~J.ood a L r endin ~~ nUlob c r s . 

20 In the pc r iod o r ti me v.llel l unlpi l'e aS~;<Jys rl i1VC been uV3.i.l 

22 Li ndro s assay and the umpi r e o assay? 

23 A 

24 Q 

25 A 

They've varied. 

To what extent have they varied? 

Some cases , they hav e be e n o n tar- ce t, and so me cases , 
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they have been high, and sometimes they have be ~ n low. 
'-~ 

2 Q Is that to say sometimes the varianee has been great. 

3 and sometimes vari~nce has been sm a ll? 

4 A That's to say th a t someti mes bee n g re at , sometimes 

5 been right on, and sometimes i t' s be en way l ow . 

6 Q Well 

7 A It's been all of it ab o v e . 

8 Q Tho se are the s ame wor ds you used before , and I didn ' t 

9 qui t c k Ii 0 \': v: hat t hat :;-: t: all t . 

10 \V f1e n you say that they I re hi /,,11 , pre sUi=!abl y they re fe rs 

11 to both the Lin dros a ssay , a nd the umpi r e assay ? 

12 A They vary. , You kno ... , , some time s o n e c an be hi g h, a nd 

13 t he othe r one c an be lo w. It ' s diff i cult to get fi r e ass ay 

14 -- wel l fi r e assayjnt~ is <In <:t 1"L, :L ' s not a ~ ; cicnce , 0.IlU i.t ' s 

15 difficul t to ge t them r iuht on . 

16 

17 

18 

19 
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Q So s ometimes they I re a t v <..lriancc viith one another? 

A Sure . 

Is there o f ten a n app:"C'ci a hl(· v;triancc hc t ":ecn the tv:o? 

Sometimes the re is . 

Wh ~l t do you do \,:hen ti 1 C['C:":~ an ;lp p r'cc.i db] c: V<1t".L Clnce? 

1\ Tr y iJ.nd corrE:C 1.: it . 

How do you corr e ct? 

A Go back and r e-run, and s ee whether we c an det e r min e wha~ 

the error is. 

Would that me an making (in add) tional umpi re nssny? 
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A Or doing it again at TEl, or running an additlohal 

assay at Rochine. Could mean either. 

o Does Rochine customarily perform an assay when the 

precipitate arrives? 

A We send them the sample, and he performs the assay. 

o That's a customary part of the work performed by -- oh, 

Rochine is the umpire assayer? 

A That's corre c t. 

Okay . Thcre ' ~, no 8.cld it iol ' dl ;: '';~;jy rn ; lri c hy '~' h T'y ~;-io r --

A That' s correct. 

o -- when the precipitate arrives there? 

What would you estimate i s the approximate value of 

gold or silver bu) 1 ion trw.t h:1 ~ hee n p r orlu c ed ei the r by 

Chrysaor or sorne on e el se resll:l tin i; f r om yo ur i nv o l ve, il ent 

there at the Tombstone Ileap LCd.<'h P r oject? 

A I can't give you the ounce s , I c an give you the val~e 

is approximately $ 200 ,000. 

o That waul d he hel p rul 

Now , thos e vn. l ue s , a r e ti-)ey lI sed t o o ff-s et opc ra tin~ 

costs? 

1\ Yes . 

o And how's th e bullion market ed ? 

A The silver is sold to who~esalers, who sell it in the 

retail market, based upon Chrysaor's stamp. The gold is 

sold to a jewelry manllf<1 c turcr . The si lver wr: 're cur-rently 
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getting the fix, and on gold welte getting, it varieg~ 

depending on the market. five~ six ', $7 above the fix. It 

varies on a daily basis. 

o Have you ever gi ven consideration to selling these 

minerals forward in the commodities market? 

A Yes, I have. 

o And has any selling forward been accomplished? 

A No. 

agai nst t ha t? 

A When? 

o Evidently if it was not done at some time, a decisi on 

was made that it --

/\ l i ve looked at it extensively . 1 t I ~; 'I c ry d i f ric u 1 t 

to do . It require s hnnk l ines ror ~hnt ' s called variation 

margin. If the values of the p re cious metal goes up, you 

ha ve to put up funds, dollar for dollar that day, which 

means y ou have t o have h ank 1 ines . \'!e , a t thi s po int, can ' t 

afford i t. When ~e c an afford Lt , T th i nk we ' ll p r obably 

do it , because I kn ow ho~ to do i t . 

o Let me see i f J lInrlc-.: r st;md U)~\ t . 

It sounds like j f the vu li le of the rnin e r al goes up, 

the seller, you hav~ said that the seller must put in addi-

tional money? 

A Th a t' s right. 
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Why , woul~ that be? It ,w6uld seem like what the ~eller 

has already said he'll put up his mineral. ,Why wouldn't it 

be the converse? 

A Because many people a re very ignorant about this. We 

can't put up our minera l, because we 're not COMAX. You have 

to have a COMAX mineral to put up the mineral. And if that's 

the case, that margin is not off - settahle against the other, 

according ' t o the Federal Reserv e . 

fd1 ri gh t. :,j(lV:, v:ha L ' ~j C()i,lAX? 

1\ Cornmodi ty -- do yOIJ knov: -- i. t ' s Cornmodj cy -- it ' s 

approved by the Commod ity Exchange.! don't remember what 

it stands for. 

Q I\re you saying that jf th e Tomhstone Il eap Le ach Project 

v.'ere a large r o pe r at'io n, t hat it rniiJ,ht he fea,;ib le to pa r-

ticipate in COtllI\X , but presently , t~at it ' s no t? 

A If it had unus ed bank line s , it would be feasible at 

certain times to sell forward your pr'octuct .ion.Anri it's 

somet hing T'd like to rio . nut i. n i t,; present fi.nancj <11. 

condition , we can' t af for d it. 

Q I sec . 

o f m<1rkcti n l·', ;lPP1'O: l C'/) i: ; CO l ll.i l l,I', ( ~I:L I!P()(~ LI)( , ;lvail ;i\ ) i'lity 

of bank li ne s 01 cred it which are not alreo.dy committed? 

A That's right. It's difficult to do. It's not as 

easy as it seems. 

Q Goin ); back t o the as s ay s f o r a mi nu te , someUlinf:'; that 
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I would like to get a clarification o n. 

2 Within the company, you use a fire assay technique. 

3 Is that same type of technique used by the umpire assay~r? 

4 Correc t . We also use atom i c absorption . We use it 

5 out in Tucson, and ... :e also Ils e it Ollt i n Chrysaor. 

6 Q Is that also used, is the a tomic absorption method 

7 also used by the umpire assayer? 

8 A No. 

9 

10 mel il orj ') 

1 1 A It's another me th odology for a rrivin g at the same 

12 question or the same answer. 

13 Q So that gi.ves you additional data that yo u can compa re 

14 against th e re s ul ts t ha t arc r: o ; r. in i ~ iJ ac k fro m, sa.,! the umiJi r e 

15 assayer? 

16 MR. ALLEN: Hm': much longer do you th ink you're goin g 

17 to be? 

18 r<J R. KTTTLE : I'd say not rnor'e tllan a half hour. 

19 MP . ALI.F.,J : Co ahead . 

20 (r~ecess .) 

21 ( By Mr. Ki.ttle) Torn , ca n -"'l Oll cj e ~) crH)(:: fo r me v,h rl t ' s 

22 going on a t H le Heap Leach Projer.t r.()',o; ? Fo r example , ho y, 

23 many people do you ha ve workin ~ for you down there? 

24 A 

25 Q 

Over 40. 

'.'/hat 1abe l wouJd YOll use for the type of leachin g 
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process that's now being employed? 

A Heap Leaching. 

Q Any specifics that would distinguish it from the induce c 

percolation? 

Induced percolation is a method of handling ore. We're 

just doing straight Cynazation IIe Clp Le achi n g , no different 

than anybody else. 

Q What you're dOin g today is processin~ the ore i n a 

pro ject was heginning? 

A Yes. 

Q How do you manage the p roject? Do you reside in New 

York State, is that ri ght? 

A That ' s correct. 

Q Do you have on-s1 t e rno.n; li~c r~; v: ho assi s t you? 

A Yes. 

Q Who are those people? 

Dusty Escapul, Boll J.f~e , ,mel John ~;VI;.Il1ov.' . 

(.) Nuv,' , you 've t old me a little bi.t about :)wall oVl and 

Escapu 1 . I p,;lUwr th ~lt they 're (:lo r; c ly 'involved ~n the 

\r./ho is Lee? 

A He and Dusty ~ork together in the Sheriff's Office. 

They're both forrner policemen. 

Q '-"hat does Lee do for the company? 
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A He's in charge of the mining division. 

2 Q What would some of his responsibilities be? 

3 A He's in charge of the mining division; he's in charge 

4 of the construction divisio n. John Swallo~ is in ch a r ge of 

5 the plant division, and the t es ting division. 

6 Q And then Dusty Escapul? 

7 A Is in charge of them, a nd Dusty re po rts to me. 

8 Q What do y o u call the fl.Jnr.ti o n s . o r ... .'hat do you ca1l t he 

10 and Swa ll ow? 

1 1 A He's the general manager. That' s his title. 

12 Q Does Dusty Escapul have any academ i c tr a ining that 

13 you kno ..... of in mining or metal]urgy, or geology? 

14 

15 business . His uncle, hi s t ...... o IJnc]es , d e veloped t:he S t ate of 

16 Ma ine Merle Crow process i n g units . He 's been in the mining. 

17 business, and associated with the min i ng husiness all of 

18 his life. He 's n o t a ge olog ist: or an E.'nginee r. 

19 So hi s experience then, is Dracticn l exper i e nce, rather 

20 t han a c ad e m i c t ra j n i n g ? 

21 A ~·Je c.1.11 it: hanri s - on m3.nagement . 

22 1-10 W <1 b 0 u t S"'o' al l 0 \v , cj 0 e she h a v e so rn c a c iJ d e rn 1. c t r u 1. n i n g 

23 in either the area of mining, metallury, or geology? 

24 A I don't know what his educational back ground is. He 

25 was in the Army, <1nci r an p l atoons , you kno ... : . large groups of 
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men in the Army. And he's been in the mining business, but 
. ... 

2 I don't remember specifically what his background is. 

3 o How long do you suppose th a t he's been involved in the 

4 mining bu si ne~s? 

5 A I don't reme mbe r. 

6 o What -kind of academic tra inin g wou ld Lee have? Does 

7 he have any academic training in metallur gy, or geolo g y or 

8 min ing? 

9 lie ' : , 

10 h ad a lot o f mi n i n g expericnc c . 

1 1 o That work as a mi ner, that' s a description give n to 

12 a person who helps extract minera ls fro m the g round and 

13 delivers it el s ewhere, j s t hat r if,ht ? 

14 Ye s , anci t hat ' ~; the h u~;i " C' s ~ ; v: c ' r ' e in _ 'de ' r c c>: tr'act -

15 ing ore , okay , fro m the grollnd , ~nd v:e' re rH'OCC S S~ n ~!, i t , an d 

16 that' s wha t his backgroun d is , ext r act i o n of o r e . 

17 o All right. Was his h a c kg roun d i n processin g ore also? 

18 No . Dut h e ' s n o t r unni n ?, that division e i ther . 

19 (.) 

20 i s . 

21 Jo any of ttl ese three fH:C, ,' 1 ,_: \': r; o 11c ~j 

22 your g enera l ma n age t' , do they 11:JV ( ' any f o r';n ;l] t rainili l', i n 

23 management that you know of? 

24 A 

25 Q 

Oh, yes, exten s ive. 

Wha t tra i n i n ~ is that? 
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A John Swallow taught management in the Army. Bob Lee 

.~~~ 
was in the Sheriff's Department, I think he ran a bunch of 

departments. I know both he and Dusty took management course! 

through the poli ce departme nt. 

Q What kind of courses were those, as far as you know? 

A I think they were management by objective training 

programs. That's been described to me. We've not gone . fnto 

any detaj] o.bou t it. You knov.', the r e <:t r e other peo;; l e in 

abou t . 

Q Good. I'd appreciate your telling me more about them. 

A Chuck Nut (p), ... ,r ho runs our ore control, vlOrked for 

Phelps Dodge for 10 years with the best rnine ralologi s t in the 

v:or l d , and tIC v: o r'ke rl in th e 1 ;tf, OY' : l tO I'Y . 

Q \~J h C\ t ' s his b a c k ~~ r 0 I J n cl i r. m .\ n ;:) ) ~ e men t ? 

A He's not, one, he's not in ~ manaeement function. 

He I S in charge of ore control, ma king su re we're putting on 

the ri ght ki nd or ore . lie v:o r :,;:; ver'y clo ~..;e1'y v;i th l.),d l c: y 

Esc a p u I, VJ h 0 's a ge 0 1 0 g i s t t r Et i ned her eat the l ' n i ve r sit Y , 

but Bai ley has been in rnininl3 <11 1 of his life , as v.'a s hi.s 

fa t her a II d g r ;:m d r a t.1l C )' • 

Q Are the re any other key :n<1 n;tI.~p.rne ~!t people besi.des 

Escapul, Swallow and Lee? 
. 

A Ye s , there's quite a few. It's, we have ~uite a deep 

organ ization. 
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Q Do you have anything like an organizational chart? 

A Yes. Not with me. 

Q Okay. 'I'll confer with Ken, hut perhaps we could get 

a copy of that, and that would help us better understand ho\'.' 

the organization works down there . 

Tell me a little bit about the kinds of reports that 

are being supplied to Tombstone Development Corporation peri-

odically? 

1\ 'vIc have an Cl~reerr; e nt bci..v:('('n T')(' :md TI -:T V,T ' 11 report 

on a mon thly basis by the l~th o f every month . Th o se r e p o rt s 

will include what's requ ested in their lea se . 

Q And basically, what's requested in the lease? 

1\ Sa les of metal ore moved . I have to look over the leas ( 

to eive you the re st.. o f lhe;n . 

Q They're entitJed to some kind of pe rc e nt<lge override? 

A Correc t. 

Q Has any override been paid to them presently? 

1\ No . They're no t entitl ed to it. 

Q I\t what point do they becorne e nti tlecl to an overrtde? 

1\ \vhen v:e have accrlwd r oy;\l tics i n P. ):cP.~'S of t he royal -

ties we 've paid . 

Q Pai d to whom? 

A To TDC. 

Q I\nd in the kind of operation you have, where bull i on 

is sold, where do roy al t ies r psult? 
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to. When you s 'ell a certa i n n mo\Jn t in re l ations hip to the 

2 amount of ore that you move, causing an increase in the 

3 minimum royalty to be charged , I t hi nk. 

4 

5 

6 

7 

8 

9 

o Are yo u equ ating t he t erm r oyalty wi th the s ale p r o -

ceeds of bu ll i on? 

A No. I'm say in g when you se l l the bull i on und e r formula 

a s described in the ag r e ement, i n th e le as e a g reement, o kay , 

a royalt y is it a roy alty? T think that ' s what it ' s call ec 

1\ ro ya l ty iiiight occur 'r 1 , th i-l L r: i L i 0 I', E.' t :-; to he ace r t : i i n 

10 leve l. 

1 1 o Yes. And I c a n s e e how TDC migh t become e nt i t le d to 

12 a royal ty, but you I ve indic a te d th a t the paym e nt of th a t 

13 roy al ty i s a fu nct ion of some other royalty . 

14 '.vc pay mj ni !IIIW! roya l ly oj' ov (: r' :;;'; , :~ ()() ;1 month . 

15 (~ Okay . So the basic lease p ay ment to them , you 're char-

16 acter izing as a r oyal ty, an d then t he r e wo uld be an o ve rr ~de, 

17 which is a sec ond ty pe of rO Y:l l t y . 

18 A No, jt would increase thG rnini!nurn royalty , n o t an over -

19 r ide . 

20 No v: , 0 f th e r e p 0 r t s t ha t are h e i n i', S \l P P li edt 0 T D C 

21 curTently , <Jpp roxi rn<:.ttely v:ha t pe r ce nLl gc o f the mirwf'aL-, bein~ 

22 

23 

24 

25 

p r od uce d i s sil v er , and app r oxima t ely what pe r c e ntage gold ? 

A 

Q 

I answered that previously. 

I seem to h a v e fo r g ot ten , can you r ef r esh my memo r y? 

T hree pe r cent i s , arou n d th r ec pe r cent is go l d . 
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Q And then --

A It varies from ~lace to place, and therel~ not pat 

answer to that. 

Q So the balance of some 97 percent would be silver? 

A Approximately. 

Q Now, arc similar types of reports also being sent to 

Jim Briscoe? 

A I d on 't kno w. 

(,1 Iss o:n e ld n d 0 f rep 0 r L he j 11 i: se n L t o \-l: :n ? 

I know f rom time to t ime we 've sent r epor t s . I don 't 

know what's being sent out to him now. 

Q Who would know whatls bein g sent to him now? 

A Dusty. 

o Th e r e ' s nor e as 0 n you k n () It: 0 [ , .i s t he r c , t hat rep 0 r' t s 

wou ld not be sent to the --

A No reason why it would be. 

Q Well, I would suggest th a t he's a part own e r of the 

operation, a nd pro bably enti tle~ to at least requ est it . 

Would you disagree .,.; ith t hat stutcrnent ? 

(~ T s it your po s ition hc r'C'. t o dny Lll :d. I l ri~-; c: u e i: ; n o t: 

entitled to r e ceive repo r ts c on c ern ing the oreration? 

A My position is today, in this case, we're suing him for 

a number of different things. 

Q I know that, Tom. 
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Are ' you s aying that a s a rar ~ o f the l aw.s u i t. th a t under 
,. 

these circumstances. Briscoe is not entitled to receive repor s 

concerning the operation? 

A T r e ally donlt c a re whe t he r he get s th e m or not. I 

donlt object to him gett i n g th e m. Doe s n ' t ma ke any differ-

ence to me, but this is the s ubject of this lawsuit. I don't 

care, you know. ·If he wa nt s t he m, I 'd s e nd them to h i m. 'I 

don l t care. 

F :ine . 

at t he momen t . I' m not t r y ing to out you in some kind of 

corner where you s ay because he ' s e nt i tl e d to rece i ve a 

report, that that comp r o mi s es you r po s iti on i n th i s suit. 

If he wish es re po r ts, he can r er]\lest the m, and 1 111 

confide n tly repo r t t o hirn th;1t YOI I ' v e no o\)jP~ ti on to t ha t . 

What ki.nd of r CfJo rt s rio yOll give your :; ~1 iH'eh o l d er' s i.n 

TEl? 

A Financial. 

o Is there any kinri of n 8. rra tivc tha t i~()es .qlong v::i t h 

the f i nanc i al matters ? 

1\ No . 

(~ HOvi often rio yo u p l~ odllce tho~;e ri n :mc i ill rr:rorts? 

A Whenever I feel l ik e , which on a quart e r ly basis . 

Q Do you do some kind of ye a r-en d summary? 

A Every corporation has t o do tha t for t he IRS . 

Q I\n d your co r po r at i o n rioes it a l s o? 
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A Yes. 

2 MR. ALLEN: I hope you are. 

3 A I hope so, too. 

4 Q (By Mr. Kitt l e) Tom, t ell me a s hes t yo u rec al l, the 

5 circumstances surroundin g th e t e r mi na tion of SEA in any 

6 active participation in the ma na geme nt of the Tombstone Heap 

7 Leach Pro jec t . 

8 A On J u]y 2 9, J ]eft fo r fi ve v.' eck~ '.':i t h ri1 Y f a mLJy to ~o 

9 to IL:tly , and uron iny r et ur n , Dick i lcv:lctt v:;l~ ; ri. l'~d , Jiill 

10 was run n i n~ the pro ject . J c a me out to Tuc s on . Jim a t th a t 

11 point hand ed me a le t ter s ayin g th a t he d id not want anyt h in g 

12 more to do with the project, rtnd I s a id, " Fi ne, I'll take 

13 i t ove r . " 

14 If/ho f ire d Ile \o;let t? 

15 P. Bri s coe . 

16 Q Brisc oe ? 

17 A Bri s coe. 

18 Q Did you ob j e ct to t ~nt nccio n o n Uri scoc ' s part? 

19 I was out o f L o~ n . 

20 Q Ilad Bri scoe talke d to yOl ; p r io r Lo yO l l r rjepa rture f o r-

21 t he tr ip i n JUdy ,\:)O\~t t ~1e I \ U~.;s i\) ility or tcnni n atins 

22 Hew l e t t? 

23 A Yes. 

24 Q What wa s, what we re you r t ho ughts a bou t t e r mi nati n g 

25 Hew l e t t \oihen yo u spokc w:i th nri s c oe ? 
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A That's ·all right, terminate him . 

Q So when you learned that he'd been terminated, that was 

not totally unexpected? 

A That's correct. 

Q To the best of your recol lecti on , when you a ssumed the 

active management of the Heap Leach Ope ration, approximately 

how much money did TEl have invested? 

A I ' d hav e to che c k my r e cords . 

1.':10 U 1. ci .i t h a ve bee n :n 0 ret h ; \: 1 t 1 r II , 0 (j ()') 

A I'd h a ve to check my r e cor rl . Probab l y , but I ' d hav e 

to check. ·1 don't know . 

Q Is it a correct statement that addi tional contributions 

of capi tal 11ave been made suh s e\luent to yo u r assumin g the 

ril Cl n a g e rne n t o f t he p r oje ct? 

II. Ye s . 

Q Were those contributi ons at the request of Ji m Briscoe? 

A Jim Briscoe d id not make a r eques t for me to mak e addi-

t i o n a 1 fun ei s, h e v.: ant ed t t t o ,1',0 II r1 rl C I' ~:; 0 t h ; I the C Ol I 1 d buy 

the p r operty and contacted TDC f o r sal e . 

() An d upon v.'h a t do y ou base the V:i. P.vi t hat J i m Bris c oe 

v: an t edt he p r () j e c t L () r Cl i 1 ? 

A I didn't say fail . 

Q What do you me a n by the term go under? 

A So that he c ou l d take over the project. r~y information 

c omes from talkinH to TOC . 
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Q What do you mean when you use the t~~m go under? 

2 A So that he or some of the buyers that he had in mind 

3 could take over the project. 

4 Q I under s tand you're saying that J im wa nted to take ove r 

5 the pro je ct. ·Vlas the re some th in g th a t J j m Bri scoe wanted to 

'6 happen first? 

7 A Get us out. 

8 Q 00 you -bel i eve t hat Jim j) r 1 S c 0 e \>; ant edt his pro j e c t 

9 to be an ini tial failure? 

10 A I belie ve Jim Brisco e committed f raud. I believe that 

11 Jim Briscoe induced me into t his p roje ct in order to collect 

12 fees for Southwest e rn for SEA , itse l f . 

13 Q Do you think that he wanted t hj s project to be a finan -

14 cial fai] ure ? 

15 A The v;ay he ran it, it would seem obvious th at he did . 

16 Q Well, you know, I'm t a lkin g about the pe riod of time 

17 after you took it over, and made additional cap ital contri-

18 bu t io n s . 

19 A I did not consul t h im after that . 

20 Q So you don't know one v:ay or the othe r \>:hether he v:antec 

21 the proje ct to be 3 finan ci a l fai IlJ r e? 

22 A No, that 's not true . ·He contacted TOC and said , "If 

23 they I re not meeting the requi rements of the reporting. I 

24 have a buyer ... !ho would like to come in there, and take it." 

25 That 's my un de r st an ding o f the conversation I got from them. 

, , 
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Q All' ri ght. 
. .<$' 

-Would that necessarily have been' detri- ·:·-· 

2 mental to you and your group? 

3 A It might have been. 

4 Q In what respect would it have been detrimental? 

5 A Toe would have walked a~ay from the lease agreement, 

6 and we would have been left there wi th our investment in t1 h , 

7 ground, and no lease. 

8 o Why is that nece ssari l y so ? 

9 A Because they have the lCiJ:.e . 

10 o But i t doe sse em t hat 0 n e po s sib i 1 i t Y i s t hat i f l' r~ 1 

11 was having difficulty complying with payments required by 

12 Toe 

13 A No, we we ren It havi n g , v:e vie re pay i n L~ our payment s ,1: 

14 required, and as due . 

15 Q Thut ls f ine, but l et ' s ~.il y,hy pothct i c<l 11y, if t h ey I I .. 

16 difficulties making thos e payments, then it seems quite po : 

17 sible that an outside bu ye r who would buy the po s ition of 

18 the p roj ect , payin g fund s to hoth Briscoe anrl TEl, mi g ht 11 

19 fact be advantageous for al l concerned , dependi n g on t he 

20 purc h as e p r i ce . 

21 A \vron g . 

22 o Okay, why is th a t wronG? 

23 A Because he went to TOe. He should have come to us if 

24 he wanted to bring in another buyer. By going to TOe, he 

25 cuts out TEl. He cuts u s out. Th e n TDr. m:.lkcs a ::;epa ra tc 

l~·~.i~"~q:~ .... :: . 
'.;' 
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deal with Briscoe's 'people, and we're out . 

Q Was it your belief, then, that because he'd not spoken 

to you of this matte~ that he was trying to abbrogate the 

terms of the agreement that you had between each other? 

A I think the facts speak for themselves. I think what 

he was trying to do was very clear, take over the project, 

get his own people in there, his own, I don't know who the 

other company vias, and ge t us out by goi ng to TDC, his action.' 

s a' d th a t ' s what h e was J o i n~ . T! ; 1 C v: ell 1 t 'rj to he 1 J! \ ~~" 0 k 0. Y 

he would have come to us and said , "I have some body who's 

interested, who wants to joint venture the project wi th you," 

then it would be a joint venture between TEl and this other 

company to help carry the financ ia l hurde n. He didn ' t do 

that . 

Q He's done that subsequently, ir that not correct? 

A He's mentioned that he has some peo p le t hat might be 

interested. ,Very v ague. 

Q Doe s that ind icate t o y ou t hat he ' s t ryin ~ to nrejudice 

the financial interests of your g roun in thi s nro ject ? 

A I don't k n o .... ' . 

Q So your view th a t Jim Br isc o e was tryjn ~ to take advan-

t age of your group is based on a conversation that you had 

with somebody at Tombstone Development Corporation, concern-

ing an inquiry from Jim Briscoe about whether or not your 

paymen ts were current under th e l ease? 

," 
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A No, not whether our payments, whether we were meeting 

2 the requirements of the lease. 

3 Q I see. And from that inquiry, you interpreted that Jim 

4 Briscoe was interested in seejng your group fail, so that he 

5 could take advantage of that difficulty, and use it to his 

6 ow n benefi t, is that correct? 

7 I feel that when he went to TDC and saia , "Are they 

8 meeting the requirements of the r epo r Un!!, ; if not , T have 

9 so rn e bod Y v! h 0 ' s j n t ere s t e rl ," t h i:: t ' s s u h 'I c rt i n g T r:: T . 

10 Q Isn ' t · it c]e~r that if yOl 1 v.'e re not meetin~'. th e report -

11 ing requirements, that his interest ","ould he severely jeopar-

12 dized? 

13 /\ One , if he'd read th e lease, okay, he would not know 

14 that , one, we were re po rti ng . Thcre ' ~ only two ways that 

15 we can be thrown off the le ase , and we were absolutely meet-

16 in g those two ways. 

17 The way we weren't is v·;e V.·ere not supplyinG ore moved, 

18 v: h i ch i S not 0 n e 0 f the a re as t 11 ;; t '..; au] din V;) 1 ida t. e the ] e as e 

19 but in order to make TDC happy, W0 give them that information 

20 o Isn't it corre ct that if the report ing rC'lui l~ment.s of 

21 t 11 n tIe i1 S C v: e T' e not t) c j n L'. 111 C L, L'1 a t L rH~ .i n L (' n L 0 l' J L: 11 H r i S c 0 e 

22 would be badly jeopardi zed? 

23 A I'm not a lawyer. Depends on how they were not being 

24 met. 'You'd have to define that by looking at the lease. 

25 Obviously if they were not bcin~, if they v.'ere not being me t 
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in total, completely, obviously that would hurt Briscoe's 

interest, but that wasn't the case, and he knew it. 

o Does it seem possible to you that his inquiry to 

Tombstone De velopment Corporation was a n attempt to ascertain 

whether his interests were being jeopardi z ed by a failure 

to comply wi til reportin !~ requJ re rne nts? 

A No. ·r think --because then he wouldn't ·have said 

that I h ave anoth e r buyer . He would ha v e called up and said , 

" Hey , T DC . is eve r y t h i. n g go i. rl g \'i ~ 1. 1 v.' i t h T n ; a r c the y r ep 0 r t 

:i. n s ; are there any pI'ohlems? " li e dirin 't rio th a t. li e said , 

"Gee, if they're not meetin g the requi rements of the lease, 

I have another buyer." 

o Let me ask you a couple more que s tion s , and J thin k 

v.' e ' rep ret t y v: e 11 n car in ;.:, the e n Ii he r e . T I ri 1 ike t o ;lsk you 

jus t a co up l c mo r e questtow3 nlJout Dick I-I~ wlet t's in volv eme nt 

wi th the Tombstone Hea p Leach Project . 

When did you first become a ware that Dick Hewlett was 

go i n g to be i n v ol v c din 3. n y m :m n cr i nth e To In h s to n e Hen p 

Leach Projec t? 

A Ji m Bri s c oe t o l d me R.hout i t. 

0 Did YOll Ie arr. a n y of this info r ma ti on from Th: i I.~h t Lee? 

A Oh, I suppose so. Dw ight learned i t from Jim. 

0 And how would you characterize your understanding at 

that time of what Dick Hewlett's involvement would be? 

A Dick had corne up vJi th an induced percolation to 
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reprocess the heap, and he would be re porting to Jim Briscoe, 

2 and Jim Briscoe and Dick Hewlett would own part of the, of 

3 the project. 

4 Q As thi ngs worked out in the early months followi ng tr1e 

5 March 7 agreement, where did Dick Hewlett spend most of his 

6 time? 

7 A Tombstone. 

8 Q And 

9 And Tucson, 

10 Q How was he compensated? 

11 Jim wanted him compensated at an annual salary of over 

12 $100,000 per year. ·1 said there was no way that this project 

13 could afford t o pay Dick Hewlett at that rate. So he was 

14 compensated for, at s omething Cl h ou t $ :J U,U OO , a n ann ua l sa lary 

15 of around $ 2 0 , 000 per ye a r, Pil iri o ut o f runrl[~ advanced by 

16 TEl. 

17 Q Was Jim Briscoe recommending an annual sal ary of 

18 $100. OOO? 

19 A It wasn 't, it was around $ 1 00 ,000. 

20 Q Isn't it correct that wilDt Br i,scoe was urging was 

21 that Hewlett be compens a ted on nn ho u rly has i s on rates 

22 which he considered to be consistent with what other consult-

23 ing geologists were being paid? 

24 A But those rates worked out to be over $100,000 per 

25 year, and there's no way a small mining p roject can afford 
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to spend a hundred thousand dollars on a full-time employee -

working down there. 

Q As far as you know, what were Hewlett's thoughts on 

the matter? 

A He felt that he s houl d not , we shoulrt not be expending 

funds, that amount of funds for t hat purpose for h im ; we 

should be paying the smaller amount . ·He didn't object at 

a ll. ·He though t it was right. 

Q And what was the frequency of cont ac t that you h a d with 

Hewle tt while he was still involv e d with the pro ject? 

A Talked to him f requently, because he was asking for 

money on a frequent basis. 

o So that c o ntact was prima rjly by tele phone, is that a 

fair statement? 

A The bulk of it was by t c leohone. 

Q During the pe riod of time when Hewlett was involved, 

how frequently did yo u vist the project? 

A I don't recall, hut T'l l so.y pc r ioriic;llly . 

Q I th ink you indic a ted ear l ier that at some point Grisco . 

had spoken to you about the poss i b ility of terminatin g 

He ... ;1 e t t, and you did n' t pa r t 1 C u 1 a r 1 y 0 t) j e ct . 

What aspect of Hewlett's pe r fo r mance a t th e Heap Leach 

Project were l ess than satisfactory from your pOint of view? 

A Well, he was part of the whole scheme, and they said 

th a t the ~ roject would work because th e induced pe rco lati on. 
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which had no risk, it was tried and true and proven, and ther 

was no risk to it, would work, and we found out later that 

it would not work, and that that was just a methodology of 

getting the investors, which was ourse lve s , involved in this 

project. 

Q Did Jim Briscoe at any time tell you this project was 

completely without risk? 

A 1 have letters in my file that say that there was no 

risk, that went out over hi s stationery out of his offi c e . 

Q Was th at lett e r th a t Ji m Br iscoe se nt to you? 

A It was a letter signed by Di ck Hewlett. 'At other times 

Jim Briscoe has said there was so little ri sk in this project 

that he i s very overex t ended in his busi nes s now, and back 

then, that he v.'as [';oin g to mo r t l' ;I["C i ii s h oucie . That ' !, how 

little risk h e thought was in t n i ~; d e al . 

Q When di d Jim Briscoe tell yo u personal ly that there 

was only a small amount of risk in volved in the proj ect ? 

f\ When v,e started the project. 

Q \-,Ioule! th a t have been be f ore or ::J.f t e r the r·j3rch 7 letter 

1\ Before and after . 

Q An d I think you indicate d , if I understood you correctl 

that J im first contacted Dwight Lee about this proj ect some 

time in March of '79. ·The letter seems to be dated March 7. 

If the initial contact was some time in the very first part 

of March , would that mean thnt .lim ' s s t a te ment to you that 
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this project had very little ri~k, came some time betw~en 

March 1 and March 7? 

A I can't recall exactly when it came. It could have 

come at the end of the previous month. ·He rushed me into a 

deal which is a typical maneuver by saying, well, if you don' 

do it, I have got somebody in the side lines who's going to 

do it; and if neither one of you do it, I'm ·going to mortgage 

my house, and do it myself, becau s e it doesn't require any 

money, jt' s so ri s kle ss . 

Q Now, you've furth e r indi cated, I believe, that contri-

but ions of capital were made in this project after Jim Brisco~ 

was no longer actively involved in the project, and after 

Dick Hewlett was no l o nge r invo lved. 

If ~ ou were d i s sa t is fi ed with the r es u l t s a nd th e pro-

cess, what were reas on s why y o u ma de the a ddit i onal capital 

contributions? 

A We evaluated, -- after we got Hewlett and Briscoe and 

SEA out of the pro je c t , 'v:C c Vil lu .:1 ted 'y,' here \\.'c v.'ere. /I.t that 

point I had considerab le amount i.n v est e d i n the project. ·1 

felt if I run th i s pro j e ct fr o m Ne w York wi th Du s ty Escapul 

as the general ma na ner gettin g outs j de help where he needed 

it, that in order not to lose every thine I had in it, put 

more money in it and try and make it go. 

Q And ho\\.' much do you esti.mate th.'lt you did have in it 

when Dick Hewlett left the operation? 
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.~ " 

,r I d have 

2 to check my records. 

3 o You made reference to some professionals who you con-

4 suI t wi th. ,Is John Dean one of those professionals? 

5 A He I sone. 

6 o Can you tell me in general terms what kind of assistancI 

7 you get from John Dean concernin g the Heap Leach Project? 

8 A John is a, has his doctorate in metallurgy; he's worked 

9 with U. S. Nickel -- he ran the nickel p roj ect in Cilba solely 

10 He 'S a former professor, and tnught . He ' s an old man, an 

11 elder statesman. He's well known. He was asked at one time 

12 to run one of the bureaus for the U . S. Bureau of I'Hnes. He 

13 not only helps me in the metullur~ical area, he h e lps me in 

14 all areas as a sounding boa r d . ! Ie has a n e x c ell e n t r e ~) uta-

15 tion for his hon es ty and as ~ell as hi s innovatabi lity . 

16 o How long have you known John Dean? 

17 A Since about, I guess Mayor June of '79, somewhere 

18 arollnd in there. 

19 Q An d how did you come t o h ave a ny contact with John De an ~ 

20 1\ Friend of mj.nc had sUi-',Ecste<l tho.t I t~e t i n touch v.'i th 

21 him, that he Via s k n o v!l e d r;ab 1 e ; hc ' rJ done an ot he r pro j ec tin 

22 

23 

24 

25 

the Tombstone area. 

o And did John Dean have an opportunity to review the 

induced percolation system and make some evaluations? 

He re a d the ma teri a l, and h e had to come out and make 
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an evaluation. 

Q What was his evaluation? 

A It took quite a while to make that evaluation, because 

he was not familiar with the induced p e rcolation as described 

by Dick Hewlett, and then Di ck Hewlett kept changin g the 

chemistry around so if one idea didn't ~ork, he would try 

something else. So John Dean's problem was hitting a moving 

targe t, and saying , "He y , it ,;.'On' t vlork." 

Q Did John Dean say that ? 

A Yes. 

Q And when did he give you that report? 

A In June or July. 

Q Did he give you any other reports prior to tha t ti me ? 

A Yes. 

Q Were any of them in wrjtten form? 

A Some. 

Q And to the best of your recollection, what was the 

substance of those rep o rt s? 

A There wer e mClny reports . YOll kno\'.' , v: hat Cjucstion are 

you asking? 

Q Just tryin r; to find out what kind of communications 

you're havin G wi th yOUl~ consul tant s . 

What other professionals did you seek help from in the, 

let's ·say Calendar Year 1979, after becoming invol ved in 

this project? 

BOULEY. SCHLESINGER . OrCURTI . SCHIPPERS . GARWOOD & ERWIN 

REGISTERED PROFESSION"'~ COURT REPORTERS 



95 

A The head of the Department of Leaching, University of 

2 Arizona. 

3 Q Who is that? 

4 A David Rabb. 

5 Q How long have you known Habb? 

6 A First time I met him, Junc or sometime around, I'll 

7 say the summer of that year. 

8 Q Was he retained on a fee for services basis to assist 

9 TEl? 

10 We didn't-- J don't think anything was ever dcne. 

1 1 Q Are there any other professionals who you've compen-

12 sated to assist you in either evaluating or operating the 

13 Tombstone Heap Project? 

14 Currently? 

15 Q I'm primarily interested in Calendar Year 1 9 7 9 . 

16 A Gee, I don't -- John Dean went and talked to Bu reau. 

17 I don't remember exactly when he did it. ,Talked to Lindstrom 

18 and to the second or third man . John k new those people. 

19 John -- we didn't compcnsate, hut \de LI1 keel to Ch;1rl ie and 

20 Louie Escapul, who are quite kno wled gable, been in the mining 

21 busi ne ss, are profe ss i onal mi nc r's, succe s s ful . The r e may be 

22 others that I just can't recal l at this time. 

23 Q Let me ask you one last question, and I think it will 

24 probably be my last one. 

25 One of the important parts of this litigation involves 
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~ what percentage interest each of"the parties should have in 

,the project, and in your complaint, I believe you stated that 

.it's ~our position that Jim Briscoe and companies Jim is 

involved with, should h a ve no interest whate ver. 

What document a tion do YOll bas e that view on? 

A On a number. ·r was induced to make the i nvestment 

through fraudulent means in the beginning. ·The amount of 

money I've put in r educ es him down to ze ro. I 'm sui n g him 

for the amount of money tha t r put in . ·~nd there are others 

that I don 't recall at this time. 

Q Okay. ·Now, what is it about the existing documentation 

that leads you to conclude that his percentage interest has 

been re duced to zero? 

A That paragraph. 

Q If we have it nearby , cou ld ~e t ake a look at it , and 

you could help point out to me what language it is that you 

are relyin g on. 

A Page 11 . 

o Okay . ~ould you , for t he r eco r d , read the lan guage 

that you're relyin g on to suppo r t your position that Briscoe ' 

interest should be zero ? 

~ "If the contribution s of .investo r s and the cash flo\<; 

resulting from the project are not sufficient to fund the 

project at the level at which the pa rtie s de si re to sustain 

it, it's antiCipated that t he p ~~ rties m<ly seek addi tion al 
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funds, in ~Jlich event ·, i.);f" s .ant:icipa terl that it may he neces-

2 sary to reduce the respective jnterests of the parties to 

3 enable the project to obtain addi tional funding." . 

4 Q Okay. 

5 Looking at that language , ha\e the contributions of the 

6 investors, and the cash flow resulting from the project been 

7 sufficient to fund the project at the desired levels? 

8 A I don't th ink I understand your question . ·I've had to 

9 put more money into t he project, considerably. 

10 Q So additional investor mon ey has been put into this 

11 project, is that what you're saying? 

12 A Considerable amount of money has been put into this 

13 project. 

14 Q Has i t been enough to r un th e p r ojec t a t t he level 

15 th a t you want? 

16 A No. ·More money will prohably have to go in. 

17 o What are things that you wan t to be doing now that you 

18 can't do with th e exis tin g amount of capital contr ibution? 

19 A Oh, r don 't ·know . . J. v; ant to buy ano ther pJant, want 

20 to ex p an d th e plant divi s ion. There ~.Ir e Cl lot of thi.ngs . 

21 Do the min e r aJ properties clo\>Jr1 there justify ex pansion? 

22 A \lie hope so. 

23 o Do you have any interest . in eventually selling the pro-

24 ject to a major mining company? 

25 
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A My training in business has been to consider anything 

2 Q Have you received any inquiries, direct, indirect, 

3 tentative or otherwise, concerning a possible purchase of 

4 the property? 

5 A No. 

6 o If Briscoe heard of a possibili~y, are you at all 

7 interested in learning about that from him? 

8 A 1'm ·always interested in talkin g to somebody who wants 

9 to pay me money . 

10 o Do you have any doll a r figure in mind that you think 

11 that the entire project might be worth? 

12 A No. 

13 o Any other thin g you c a n t h ink of here this morning that 

14 would help me better under s t a n d the basis of the position 

15 that you've taken in y our complai nt ? 

16 A No. 

17 MR. KITTLE: I have no addi tional questions. ·1 would 

18 like the record to reflect t ha t t his de po sition will be 

19 continuing , anci therc ' s so rnc P()~;:·.i l ) iUty thilt J rnily v.' .i! ;h to 

20 resume the deposition nt a late r t ime . 

21 MR. ALLEN: No questions, and I, if y ou will get me 

22 my copy, and a si gna ture page , I' 11 ge tit taken for you, 

23 okay? 

24 

25 TllmlJ"S II. ~CII LOS~) 

* * * * * 
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··'f:;·::i¥f.;'i£~;:"·' " 
• - 0(' ' . STATE OF ARI ZONN;-; ) 

) ss: 
". , 

;' ....... ' .. 

COUNTY OF PIMA ) 

BE IT KNOWN that I, PETER L. DiCURTI, took the fore-

going deposition pursuant to the Rules of Civil Procedure 

of the Superior Court of the State of Arizona at the time 

and place stated in the caption hereto; that I was then and 

there a Notary Public in and for the County of Pima, State 

of Arizona; that by virtue thereof I was authorized to admin-

i ste r an oa th; tha t the wi tne ss TH OMAS 1I. SC HLO SS , be fo re 

testifying was duly sworn to test i f y the truth, the whole 

truth and nothing but the truth; that the testimony of said 

witness was reduced to writing under my direction; that the 

foregoing 9 8 pages contain a full, true and correct transcrip 

tion of the notes of said dero~ it ion. 

I FURTHER CERTIFY that I am not o f couns e l nor attorney 

for either or any of the parties to said action or other~ise 

interested in the event thereof, and that I am not related 

to either or any of the parties to said cause. 

IN WITNESS WHEREOF I have here unto subscribed my n a me 

and affixed my seal of office this 1 2 th day of October, 19 80. 

My Commission Expires: 

February 2, 1981. 

Notary Public 
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YCrizona Court !Reporting 

ONA1..O L.. L.UNSFORO 

177 NORTH CHURCH AVENUE 

TRANSAMERICA BUILDING 

TUCSON. ARIZONA 65701 

TELEPHONE (e021 e23-3375 

DEPOSITIONS 

STATEMENTS 

GENERAL. REPORTtNG 

\ 

Mr. Wade E~ Speer 
2121 S. Pantano Road 
Tucson, Az 85710 

Dear Mr. Speer: 

October 31, 1980 

Re: Tombstone Exploration v. 
Southwest Exploration 
No. 188423 

Your deposition in the above-captioned case, taken 
on October 21st , 1980, is prepared and available to be 
reati and signed in our office. 

We are located at 177 North Church Avenue and are 
open Monday through Friday between the hours of 8:30 a.m. 
and 5:00 p.m. 

We would appreciate it if you would take care of this 
as soon as possible since the original transcript must be 
filed with the Court. If the deposition is not signed by you 
withil.32 days from the date of your receipt of this letter, 
we are required to file it with the Court along with a 
statement as to the reason, if any, that you did not sign it. 

Any changes in the form or substance which you desire 
to make on this deposition can be made at our office and they 
will be entered upon the deposition along with a statement 
of the reasons given by you for making such changes. 

cc: Kenneth L. Allen 
Jay Kittle 

Very truly yours, 

Don 1. Gautier, RPR 
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IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF PIMA 

TOMBSTONE EXPLORATION, INC., ) 
a Delaware corporation, et a1., ) 

) 
Plaintiffs, ) 

) 
-vs- ) No. 188423 

) 
SOUTHWEST EXPLORATION ASSOCIATES,) 
INC., an. Arizona corporation, ) 

) 
Defendants. ) 

) 

-------------------------------) 

DEPOSITION OP: WADE EDWARD SPEER 

October 21, 1980 

APPEARANCES: 

MR. KENNETH L. ALLEN, Attorney at Law, 

239 North Church Avenue, 

Tucson, Arizona 85701, 

for the Plaintiffs; 

MR. JAY KITTLE, Attorney at Law, 

509 Transamerica Building, 

Tuoson, Arizona 85701, 

for the Defendants. 
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1 BE IT REMEMBERED that pursuant to Notice of 

2 Taking Deposition in the above-styled and numbered cause, 

3 the deposition of WADE EDWARD SPEER was taken upon oral 

4 examination at 239 North Church Avenue, in the City of 

5 Tucson, County of Pima, State of Arizona, before me, 

6 Don L. Gautier, a Notary Public in and for the County of 

7 Pima, State of Arizona, on the 21st day of October, 1980, 

8 beginning at the hour of 10: 30 A. M. on said day. 

9 (Witness- sworn.) 

10 WADE EDWARD SPEER, 

11 baving been first duly sworn to tell the truth, the whole 

12 truth and nothing but the truth, was examined and 

13 testified as follows: 

14 CROSS-EJ<AMINATION 

15 BY MR. ALLEN: 

16 

23 

24 

25 

before? 

Q 

A 

Q 

A 

Q 

A 

0 

A 

Mr. Speer, state your full name for the 

No, I never have. 

Do you go by Ed or Wade? 
l 

Ed. 

RONALD L. LUNSFORD 
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1 

2 

3 

Q 

A 

o 

Ed. Do you mind if I call you Ed? 

Fine. 

Ed, let me explain a little bit about it 

4 

4 since you haven't had your deposition taken before. 

5 As you. mayor may not know, there is a case pending 

6 between some investors who I represent out of New York 

7 and Mr. Jim Briscoe and various corporations that he is 

8 involved in. 

9 And· it is my understanding you at one time 

10 or maybe still do work for Southwestern Exploration:·, 

11 Associates; is that correct? 

12 A I worked for them at one time, yes. 

13 o The purpose of your deposition, Ed, is to 

14 find out facts, basically, both myself representing one 

15 side and Mr. Kittle representing the other side, that may 

16 or may not be important to the case but it is basically 

17 a fact-finding situation. 

18 The information that I have shows that you 

19 had some involvement possibly with this project called 

20 the Tombstone lieap leach project down in Tombstone, 

21 Arizona. 

22 As we go through the course of the 

23 deposition, I will be asking questions. If you don't 

24 understand mat please tell me you don't understand and 

25 I'll try to rephrase it or at least make it an 
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1 understandable question beoause if you do answer, I'm 

2 going to assume that you understood the question and meant 

3 to give the answer you gave. Okay? 

A Okay. 4 

5 Because the machine doesn't take down nods 

6 of heads, although he can indicate that you nodded your 

7 head, please answer verbally and with words other than 

8 

9 

"Uh-huh II and "Uh-uh, It if you would, please. Okay? 

A All right. 

10 Q Also since you are not -- at least I don't 

11 believe you are -- represented by Mr. Kittle and don't 

12 have an attorney here of your own, you have a right to 

13 read and sign your depositioni in other words, read it 

14 and make sure that Don took it down the way you thought 

15 you answered it anyhow. And you can have the deposition 

16 delivered to you, read it and make any corrections you 

17 want before you sign it. 

18 That is your choice to do or you can waive 

19 it. It is up to you, basically. 

20 A Okay. 

21 Q All right? 

22 A Does the deposition become public 

23 information? What happens to it? 

24 Q That's a good question. That's what I was 

25 going to explain to you. A deposition can be used in a 
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1 court of law just like you were there. If by chance say 

2 you are out of town at the time the trial goes on or 

3 something has happened to you, whether you are either 

4 injured, incapacitated or even killed, it can be used 

5 just as though you were there. 

6 It does become public record as far as it 

7 becomes a part of the court record. In other words, an 

8 original is filed with the court and it will be there 

9 during the course of this litigation and until the case 

10 is closed. 

11 And it can also be used at the trial even if 

12 you are there if the statements that you make in the 

13 deposition are different than what you make in the court. 

14 That is called impeachment. 

15 Okay? So, that is really the purpose of the 

16 deposition. It is to record your testimony so that we 

17 can proceed hopefully thinking we know the facts. 

18 Do you want to make a decision on whether 

19 you want to read and sign it now or do you want to wait 

20 until the end of the deposition and see what you think? 

21 

22 

23 Ed? 

24 

25 

A 

o 

A 

o 

I would like to reaa it and sign it. 

All right. Are you employed at this time, 

NO, I'm not. 

What is your business, occupation or 
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1 profession? 

2 

3 

A 

Q 

4 employment? 

5 

6 

7 now? 

8 

A 

Q 

A 

7 

Exploration geologist. 

What was your last place or company of 

Southwestern Exploration. 

Are you doing any consulting on your own 

No, I'm not. 

9 Q When did you terminate your employment with 

10 Southwestern Exploration Associates? 

A 11 In December of '79. 

0 12 Are you going to school or what are you 

13 

14 

15 

16 

17 

18 

doing now? 

A 

Q 

A 

0 

No. 

I don't mean to be nosey. 

I've intended to take a year of vacation. 

Fantastic. All right. 

So, Deoember of '79, you terminated your 

19 employment with Southwestern Exploration.. Again not 

20 trying to be nosey but did you resign, were you 

21 terminated or what? 

22 

23 

24 

25 

A 

Q 

A 

Q 

I resigned. 

How long did you work for Southwestern? 

TwO years. 

In what capacity? 
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Q 

1 A I was Exploration Program Manager for the 

2 New Mexico Program. 

3 o Was that your position during the complete 

4 two years you were there? 

5 A Yes. In addition, I was General Manager for 

6 the last six months. 

7 

8 

9 

Q 

A 

Q 

Of 5.outhwestern? 

Of Southwestern. 

First of all, in the first capacity, if you 

10 could briefly or in as much detail as you need to, tell 

11 me what was your job aesoription; what did you do? 

12 A Exploration Program Manager, an outside 

13 client was funding exploration that we were doing as a 

14 conslI111ting company for them looking for particular metals -

15 in New I,texico, .just in the State of New Mexico. So, the 

16 entire program was under my management and direction for 

17 tha t outside client. 

18 

19 Mexico? 

20 

21 

22 

23 

o 

A 

o 
A 

o 

Did you operate out of Tucson or out of New 

Tucson. 

It was your base of operations? 

Riqht. 

Did you have any occasion while in that 

24 capacity to do any work in your professional field at the 

25 Tombstone heap leach down in Tombstone, Arizona? 
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1 A Yes. I disoussed it several times with 

2 Mr. Briscoe beoause he was involved in the Tombstone 

3 venture. We often got together and disoussed the 

4 geology -of Tombstone because we were both quite familiar 

5 with Tombstone. 

6 In addition, I spent a day or two or one or 

7 two trips to Tombstone to see the operation ·,that was 

8 going' on. 

9 Q During the two years at Southwestern, who 

10 was your immediate supervisor? 

11 A Jim Briscoe. 

12 o NO one else during any of that time was 

13 between you and Jim, let's say? 

14 

15 

16 

17 

A 

o 
A 

o 

No. 

As far as directing your employment? 

No, they weren't. 

The last six months you were General Manager, 

18 what was your job description? I thought you said six 

19 months; is that correct? 

20 A Yes, the last six months of '79. 

21 o What was your job description or if you 

22 would desoribe it to me? 

23 A That was mainly involved in personnel 

24 management for the company itself. 

25 Q Again, Jim your immediate supervisor and you 
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1 were maybe next in command; is that a fair statement or 

2 not? 

3 A Yes. 

4 o If you would, Ed, give us your eduoational 

In 

5 baokground from graduation of high school to the present. 

6 Okay? 

7 A All right. I have a Bachelor of Science 

8 degree in geology from the University of Missouri and I 

9 have a Master of' Science degree in geology from the 

10 University of Arizona. 

11 o Could you give me the years that you 

12 obtained those degrees? 

13 A The Bachelor's degree I qot in t69 and the 

14 Master's degree was completed in '77. 

15 o At Southwestern were you also called a 

16 Senior Geologist? 

17 

18 

A 

Q 

Yes. 

But in the capacity as Exploration Program 

19 Manager in New Mexico; true? 

20 A Yes. 

21 Q I have some organizational oharts here and 

22 I am not sure what they mean. 

23 A Senior Geologist sounds a little odd, being 

24 young. 

25 o No, it doesn't to me because I have run into 
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· 
1 a lot of younger men who are Senior Geologists. 

2 

3 

A 

o 

That's a common term used in exploration. 

You didn't have anything to do with land 

11 

4 status with the company or anything like that; is that a 

5 fair statement? 

6 A Yes. There was a separate Land Status 

7 Department. 

8 0 Well, let me make sure I don't misstate 

9 something. Other than in your capacity as General Managel 

10 that last six months, you might have had contact with 

11 supervision of those different departments; would that be 

12 a fair statement? 

13 A More the management, personnel management 

14 supervision, not the direct operations of those 

15 departments. 

16 o When in point of time did you first become 

17 acquainted in any capacity with Jim Briscoe, Ed? 

18 A I have known Jim for almost ten years. I 

19 worked for him once before here in Tucson. 

20 o 
21 A 

22 Q 

23 A 

24 field work. 

25 o 

Shortly after graduation from Missouri? 

Yes. 

In what capacity? 

I was a field assistant for him doing some 

For him personally or for a company? 
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1 

2 

A 

Q 

He had his own personal consulting company. 

Had you done any work prior to -- I quess it 

3 would be either late '77 or early '78 when you went to 

4 work for Southwestern -- had you done any work in any 

5 other capacity for Southwestern Exploration Associates? 

6 A No. 

7 o When in point of time did you first become 

8 acquainted with the Tombstone area from a geological 

9 standpoint? Would that be something you became 

10 acquainted with in college or what? 

11 A Yeah. It's a classic mining district which 

12 is a studied classbook example. 

13 Q When did you first come into physical 

14 contact with the Tombstone area? And I would now like to 

15 keep it limited to where that particular heap leach 

16 project that we are involved with in this suit is 

17 located, in other words, right there around the town of 

18 Tombstone. When did you first become acquainted with 

19 it personally where you saw it or were on the property? 

20 

21 

22 

23 

24 Ed? 

25 

A 

Q 

A 

Q 

A 

That would have been in '76. 

Prior to going to work for Southwestern? 

Yes. 

What were the circumstances around that; 

I went to work for the company that was 

RONALD L. LUNSFORD 
COURT REPORTER 

TELEPHONE 623 ·3375 



1 operating the heap leach. 

2 

3 

4 

A 

o 
5 Minerals? 

6 

7 

8 

9 

A 

o 
A 

Q 

Oh. Who was that? 

That was 71 Minerals. 

In what capacity did you work with 71 

Geologist. 

How long there at that particular project? 

I was there for six months. 

What was 71 Minerals doing with that 

10 particular property at that time? 

13 

11 A They were heap leaching the old waste dumps 

12 from the old mining operations. 

13 o When did you first become acquainted, if 

14 you ever did, with a Mr. Richard Hewlett? 

15 A Several years before that. I had worked for 

16 him in an earlier company that he had. 

17 Q Okay. Approximately when? I 'm not trying 

18 to stick you to months or anything but if you can give me 

19 a year. 

20 A 

21 o 
22 A 

23 Tucson. 

24 o 
25 A 

'71. 

Was that in Arizona or somewhere else? 

Yes, Arizona. He had an office here in 

What capacity did you work for him? 

Again as Exploration Geologist. 
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1 Q Okay. Did it have anything to do wi th the 

2 Tombstone area, the work you were doing for him? 

3 A 

4 Q 

A 

l~o • 

How long did you work with Hewlett in 1971? 

A year and a half. 

14 

5 

6 o During that period of time, Ed, did you have 

7 any occasion to become acquainted 

8 

9 

10 

A 

o 
A 

11 Minerals. 

12 o 

Excuse me. That was not 

Yes? 

Yes, that was in 1971. That was not 71 

You were working for Hewlett. He had 

13 another company here in town. Do you remember the name 

14 of that? 

15 A Sierra Mineral Management. 

16 o During your involvement with Hewlett for 

17 that year and a half in 1971 and I guess '72, did you have 

18 occasion to be involved in any kind of leaohing projects 

19 or processes? 

20 A No, not any that were going on. It was 

21 discussed. You know, in any mining exploration venture, 

22 you discuss the possibilities. 

23 Q The work that you did with 71 Minerals in 

24 1976 involved the leaohing of the old dumps there at 

25 Tombstone; oorrect? 
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1 

2 

3 

4 

5 

6 

7 

A 

Q 

A 

0 

A 

additional 

o 

They were leaching on the dumps. 

They were leaching them? 

Yes. 

Were you aotively involved in that? 

No. No. My capacity was looking for 

leachable ore in the district. 

Have you ever heard the term "induced 

8 percolation system"? 

9 A Yes-. 

15 

10 Q When did you first hear that or become aware 

11 of it? 

12 A It is a term that is used quite a bit as a 

13 mining recovery process. I don't remember when I first 

14 heard of it; probably in my colleg8 days. 

15 o This is some process that was known to you 

16 before you met Mr. Hewlett? 

17 A I don't recall. 

18 o Did you ever discuss this pro¢ess to your 

19 knowledge, if you recall, with Mr. Hewlett? 

20 A Oh , yes. 

21 Q What was his involvement, if any, that you 

22 know of with the IPS or induced percolation system? 

23 Was it something that he was trying to expand on or 

24 develop or what were the circumstances basically around 

25 his discussion about it? 
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1 A Okay. He bad spent some period of time 

2 studying and researching induced percolation and as an 

3 extension of his earlier work at Tombstone on leaching, 

4 he investigated the field quite thoroughly and, in 

5 essence, was specializing in leaching recovery of ores. 

6 From that he had a personal interest, I 

7 suppose, which took him on into induced percolation and 

16 

8 I worked quite a bit wi th it. He worked with some people 

9 out of Reno who were involved in it in testing the new 

10 process. 

11 Q Did you ever work directly with him in 

12 regard to this process, first of all, in a laboratory 

13 type surrounding? 

14 A No. It really didn't involve the work of 

15 a geologist, other than just discussions, conversations. 

16 o Would it be a fair statement, Ed, that most 

17 of your discussions about this process with Hewlett were 

18 more in an academic and educational baokground from the 

19 standpoint of you learning or you listening to him talk 

20 as opposed to actually putting it into practical use? 

21 

22 

23 

A 

o 
A 

Yes. 

By your involvement, I mean. 

My expertise is not in mining or metallurgy. 

24 So, there is very little input I could have into the 

25 actual operation. 

RONALDL.LUNSFORD 
COURT REPORTER 

TELEPHONE 623-3375 



1 

2 

Q 

A 

Okay. 

So, it was more just to keep me informed 

3 what the company was doing. 

4 Q All right. After the year and a half you 

5 were with him in Sierra Mining Management or Minerals 

6 Management 

7 

8 

A 

o 

Minerals Management. 

-- Minerals Management, did you have any 

9 contact with him- again until your employment with 

10 Southwestern Exploration, professional contact? 

11 A Give me the dates again that you are 

12 talking about. 

13 Q Sure. Between the time you left Sierra 

14 Minerals Management -- which was his company, I under-

15 stand 

16 A Yes. 

17 o -- until your employment by Southwestern 

18 Exploration Associates, did you have any contact with 

19 Hewlett, professional contact? 

17 

20 A In a - very indirect way. We were friends and 

21 aoquaintances. Not that we kept in touch but we both had 

22 an interest in the mining operation and venture in 

23 Nevada in which he was an original owner and I was a 

24 geologist that worked at that mine. So, in that capacity, 

25 we had some of the same frionds and acquaintances. 
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1 

2 

3 

4 

5 

6 

that 

Q 

A 

0 

A 

was on 

Q 

18 

What was the name of that mine? 

That was the MoDermitt Mine. 

Also sometimes known as Cordero? 

Cordero is the name of the previous mine 

the same property. 

All right. You did have contact with him 

7 professionally as an employee of Southwestern Exploration' 

8 Associates; did you not? 

9 

10 

A 

Q 

Yes. 

When did he as best you recall become 

11 involved or in contact with the company Southwestern 

12 Exploration? 

13 A Gee, I would be afraid to give an exact 

14 date. It was probably in '79. 

15 Q Did you participate in any way, Ed, in any 

16 presentations to prospective investors in the Tombstone 

17 heap leach project? 

18 Do you understand what I'm asking? 

19 A Not exactly. 

20 Q In 1978, your first year of employment with 

21 SEA -- I'm going to call them SEA. It is easier for me. 

22 Okay? 

23 A Yes. 

24 Q -- did you do any geological work on the 

25 Tombstone properties in Tombstone, Arizona for SEA? 
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1 

2 

3 

4 

5 

6 

the 

A 

Q 

A 

kind of 

Q 

1Q 

Before I went to work for SEA? 

No, no. During the first year? 

During the first year. 

I'll say no but I'm guessing here. It is 

thing that comes up in discussions. 

Yes. 

7 A There was certainly no funded work, extended 

8 work done. 

9 o Really what I was looking for, Ed, is if 

10 during 1978 -- I'm assuming that you were employed 

11 sometime at the end of '77-right at the first of '78 if 

12 you were there for two years and terminated in '79, 

13 December? 

14 A Right. 

15 o During that year of '78, do you have any 

16 independent recollection of doing any in-field geological 

17 work on the area known as the Tombstone heap leach 

18 project which includes the contention and the area there 

19 just to the west of Tombstone, the town of Tombstone? 

20 A Yes. I'm hesitating because I don't know 

21 the exact date. There was a time when before Mr. Hewlett 

22 was hired by SEA that Mr. Briscoe and I discussed 

23 Tombstone and Mr. Briscoe decided to put it together as 

24 an exploration proposal as a promotional package. 

25 o Okay. 
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1 A And he sought my advice, discussion and 

2 advice on that. 

3 Q I understand the discussion. I am trying to 

4 limit it to whether you did any in-field geological 

5 study or work on the property itselfr in other worda, 

6 where you visited it, took samples, did that type of 

7 work. 

8 Is that the same answer? I'm not trying to 

9 pin you down on anything. I realize you may have 

10 discussed it with Jim 

11 

12 
. 
13 

A 

o 
A 

Right. 

-- as a prospective exploration projeot. 

And I visited the property once to talk to 

14 some of the people involved. 

15 

16 when? 

17 

18 

Q 

.A 

o 

As to the timing of that, you are not sure 

Okay, good enough. 

19 NOw, getting back to my question in regard 

20 to participating in a presentation, did you ever see 

21 prior to February 1st of 1979 a proposal on that 

22 particular property put together by your company, SEA; 

23 in other words, the exploration proposal to present to 

24 prospective investors? 

25 A I have never seen the proposal put together 

RONALD L. LUNSFORD 
COURT REPORTER 

TELEPHONE 623 ·3375 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

" 
by SEA. 

Q Tha t 's good enough. At any time, you 

haven't? 

A At any time. 

Q To your recollection, were you ever requastee 

kind of geological report or opinions that 

might have been included in any type of a project like 

that; in other words, a proposal like that, if that is a 

to make any 

clear enough question? I don't know whether it is. 

A My opinion about the property was asked 

several times. Whether that was ~sed in preparing some 

sort of proposal or not, I don't know, because I wasn't 

involved in those decisions. 

Q I understand you may have been asked. 00 

you recall ever writing an opinion as to the geological 

feasibility or problems or benefits of that particular 

area? 

A A geological evaluation of Tombstone? 

Q Right. 

A No, I don't recall ~hat. 
<" 

Q Did you ever meet a gentleman by the name 

of Torn Schloss? 

A 

Q 

A 

Yes, I knew Tom. 

On more than one occasion? 

Yes. 
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1 Q Do you recall when approximately you may 

2 have first met him? 

3 A In the early 70's. I would say it must have 

4 been '71 or '72. 

5 o Would that have been involved in the 

6 McDermitt properties? 

7 A Yes. 

8 Q What were the circumstances around any 

9 dealings or acquaintances you may have had with him 

10 during that period of time? 

11 A I was a geologist. working for Dick Hewlett's 

12 company and Mr. Hewlett had an agreement with Schloss. 

13 Mr. Schloss was an investor. 

14 But I was a geologist and not involved in 

15 anything other than that. So, I met him out in the field 

16 when I was at McDermitt. I realized that he was one 

17 of the investors. 

18 Q And visited with him in a casual way, I 

19 would asswne; correct? 

20 

21 

22 

A Yes. 

Q Have you ever made any recommendations to 

him in your professional capacity a~ any time since you 

23 met him for the first time? Do you understand that? 

24 

25 

A 

Q 

No, I'm not aure of what you are getting at. 

Well, have you ever worked for Tom Schloss? 
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1 

2 

A 

o 
No, I haven't. 

Have you at the request of any of your 

3 employers over the years made any recommendations or 

4 given any opinions to Tom Schloss personally? 

5 A Through my employers? 

6 o On behalf of your employers. Yeah, that's 

7 good, either through them or at their request, have you 

8 made any recommendations to him? 

9 A I've made recommendations to my employers 

10 which may have been passed on to Tom. 

11 o To your knowledge, you don't know whether 

12 they were or not? 

13 

14 

A 

Q 

I don't know if it was passed on or not. 

All right. Do you remember being requested 

15 by Mr. Briscoe to inspect the heap leaching operation at 

16 Tombstone after it went into "operation"? 

17 A Yes. You are talking about after Mr. Hewlett 

18 was operating it? 

19 o Righ t • Did you become aware sometime in 

20 '79 that Mr. Schloss had made an investment or part of an 

21 investment in that project down there? 

22 

23 

A 

Q 

Yes. 

What were, the circumstances around the 

24 request by Mr. Briscoe for you to inspect the heap 

25 leaching project in Tombstone? 

\. 
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1 

2 

3 

4 

5 

PH1S 6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

'4 

A I was asked to go to Tombstone. Mr. Hewlett 

had been working in Tombstone and so there was a need for 

someone from Mr. 8riscoe's home office to go to Tombstone 

and observe the operation. 

Because of my experience in exploration and 

I knew most of the people at Tombstone, not just 

Mr. Hewlett but I have lots of friends and acquaintances 

at Tombstone anyway because I had worked there before, 

he asked me to spend a day and go and take a look at it. 

o Did he give you directions on what you were 

to look for or what you w re to do when you went down 

there? 

A Nothing other than see the operation, see 

what Mr. Hewlett is doing, what's been accomplished, how 

things are progressing. 

Q Did you know, Ed, the circumstances around 

Mr. Hewlett's employment by SEA, what he was to be doing 

for the company? 

A In a general way. 

o That's good enough. Tell me the general 

understanding. 

A Ue was the manager of the Hydrometallurqical: 

Division of SEA. I was working in the Geology Division 

of SEA. So, we didn't work together or cross paths . 

very much. 
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1 But he was the only employee of the 

2 Hydrometall~9ical Division 80 he pretty much had a free 

3 rein to do what he wanted to do. 

Q Did his job as Hydrometallurgical with SEA 4 

5 change to your knowledge? In other words, did he move 

6 out of the company into something else during his 

7 employment there and your employment there? 

8 A 1'm not sure I understand what you are 

9 getting at. 

10 Q So we don't have to spend all day beating 

11 around the bush here, it is my understanding that he took 

12 over the running of the Tombstone heap leach for a period 

13 of time, the actual operations of the company. 

14 A He was in charge of it, yes. 

15 Q To your knowledge, was he doing that through 

16 SEA or was he doing it through some other entity? 

17 

18 

A 

Q 

I a_sume that it was his capacity with SEA. 

Was there a problem, a particular problem 

19 or difficulty that Mr. Briscoe was concerned about when 

20 he sent you down to take a look at this heap leaching 

21 operation to report back to him that you are aware of? 

22 A Yes. I'm not sure I could say it was a 

23 particular, specific problem but there was concern about 

24 things having taken longer than the original plans had 

25 anticipated. 
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1 o At the time again right prior to you going 

2 down there when you were being instructed by Mr. Briscoe, 

3 was there any concern or did he register any concern to 

4 you orally of the costs or budget that was involved down 

5 there? 

6 A Yes, he did. 

7 o Can you tell me as best you can recall it 

8 what he advised you his concern was or his desire for you 

9 to check on was, · if I can put it that way? 

10 A Yes. Mr. Briscoe expressed quite directly 

11 his concern that he had a client, Mr. Schloss, who had 

12 invested money to operate the Tombstone operation and 

13 since things were going slower and not as productive, as 

14 fast as the original plans that Mr. Hewlett had given to 

15 Mr. Briscoe, he was concerned then of what was going on, 

16 how the money was being spent and was it being spent 

17 correctly and were things being done as best they could 

18 with the money that was available. 

19 Q At that point in time, Ed, were you aware of 

20 what type of budget or plans bad been presented to the 

21 investors 

22 

23 

24 

25 

A NO. 

o -- as to time table? 

A I was never involved in those things at all. 

I felt like I was being sent down there with less 
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1 information than I needed but Mr. Brisooe never involved 

2 me in this. 

3 Q So, other than to give a report of your 

4 observations, you really had nothing to compare with what 

5 you should or shouldnft be doing in regard to a proposal 

6 or project plan; correct? 

7 

8 

A 

Q 

Yes. 

Did you ever in any of your capacities with 

9 SEA become aware of what the proposal was and what should 

10 have been being done? 

11 A No, I never did. 

12 o AS a result of that trip, you made a report 

13 to your employer, Mr. Briscoe; did you not? 

14 

15 

A 

o 
Yes. 

Let me show you what I'll have marked as 

16 Exhibit 1 and ask you if that is a copy of it? 

17 (Brief pause.) 

18 

19 

20 

21 

22 

23 

24 

25 

A Yes, that's it, that's my memo. 

Q All right. 

(Plaintiffs' Exhibit 1 marked for identification.~ 

After this recommendation to put more money 

into the project and I think a general recommendation 

from your observatio~s contained in the last paragraph, 

did you have any involvement professionally with the 

project itself? 
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1 A I was not involved in any of the additional 

2 work done at the property through the operation that was 

3 going on already. I think I did visit the property --

4 I visited the property at one time and collected some 

5 samples. I don't remember if it was before or after 

6 this particular time. 

7 Q Did you make any reports on that effort, in 

8 other words, the collecting of samples, to Briscoe? 

9 A A written report, a memo, I don't recall. 

10 I should have but I don't really recall. 

11 Q If you had taken samples and visited the 

12 property in that capacity, would you have turned in a 

13 time slip on .the project itself? 

14 

15 

A 

Q 

There would be records of my visit, yes. 

In other words, based on your understanding 

16 of the workings of SEA during 1979, was it the practice 

17 if an employee of SEA went to a particuiar project and 

18 put in time, that you would record : that or give it to the 

19 bookkeeper at SEA for billing purposes? 

20 A I'm sorry, I didn't follow all of that. 

21 I got lost halfway through it. 

22 a I t was a long one. Based upon your 

23 knowledge of the billing prooedures at SEA during 1979, 

24 if you as Senior Geologist or Program Director or whatevel, 

25 Program Manager, visited a particular project that SEA 
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1 was involved in at the request of Mr. Briscoe, would it 

2 be your practice to put in a time slip for something so 

3 that the company could bill for your time? 

4 A Yes. 

')Q 

5 o Do you have any independent recollection, Ed, 

6 of aotually doing billable type work on the Tombstone 

7 heap leach projeot after May 6th, 1979? 

8 A The date there would make it impossible for 

9 me to answer because I just don't remember. 

10 o Really, after this visit where you make your 

11 recommendations, do you have an independent recollection 

12 of being on the property and doing any geological work 

13 or any observatory type work? 

14 

15 

16 

17 

18 

A 

Q 

A 

Q 

A 

After that date? 

Yes. 

I just don't remember. 

Fair enough. 

Now, I know that some of the work, some of 

19 the investigation that I did and discussing it with Dick 

20 Hewlett or discussing it with Jim Briscoe was under the 

21 interest of the project that I was working on in New 

22 Mexico because the leaching process is also applioable to 

23 uranium which is the project I was working on in New 

24 Mexico. 

25 Q All right. 
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1 A So, some of the time that I spent on 

2 discussing Tombstone might not have been billed to the 

3 Tombstone operation. It might have been billed to my 

4 project. 

5 o After your visit to the Tombstone project 

6 as shown by Exhibit 1 on May 6th, 1979, did you have 

7 any discussions about the project with Tom Schloss? 

8 A At times I disoussed with Tom the project 

9 but I don't remember if it was before or after May 6th. 

10 Q Go ahead. 

11 A And particular, we discussed the samples 

12 that I had collected from Tombstone. 

13 o At any time between the first of January, 

30 

14 1979, and your termination with or your res'gnation from 

15 SEA, did you make any representations to Tom Schloss, Ed, 

16 about the project at Tombstone, the Tomstone heap leach 

17 project? In other words, by "representations," I mean 

18 that it was a good geological target or anything along 

19 those lines in your capacity as a geologist. 

20 A I don't remember exactly if. I do know that 

21 I talked to Tom once or twice and I 'generally have 

22 enthusiasm for Tombstone. So, I suppose or 1'm sure that 

23 I would have passed that on. 

24 Q You also baaed on your past employment with 

25 71 Minerals had knowledge or some knowledge at least, did 
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1 you not, Ed, of what had been done on the property prior 

2 to Schloss and Briscoe's operation in 1979? 

3 

4 

A 

Q 

I was on the property for six months in '76. 

You knew that they were leaohing the 

5 old dumps; correct? 

6 

7 

A 

Q 

Yes. 

Did you know what type of solution they were 

8 using to leach with? 

9 

10 

A 

Q 

A cyanide solution, yes. 

Were you aware before I believe February 9th, 

11 1979, of the type of process that SEA was recommendinq 

12 be ._ used on the heap leach with Mr. Schloss and his 

13 involvement? 

14 

15 

A 

Q 

I didn't follow the question. 

Were you aware prior to February 9th, 1979, 

16 which., is the date a oontract was signed between Schloss 

17 and Briscoe to operate that heap leach project -- what 

18 I'm asking you is before that time did you know what type 

19 of a leaching process SEA was recommending be used? 

20 A I had di8cul"ed ita bit with Mr. Briscoe 

21 and Mr. Hewlett but I'm not a metallurgist, so they were 

22 just filling me in. 

23 Q 00 you recall what type of solution leach 

24 process it was going to be that they were recommending? 

25 A No, I don't. 
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1 

2 

Q 

A 

Okay. 

Many different solutions are possible and 

3 they were all discussed and talked about. 

32 

4 o At the time you visited the property on May 

5 6th, 1979, you were aware that sulfuric acid was a part 

6 of the solution, were you not; because of your 

7 observation of a tanker truck coming in; correct? 

8 A Sulfuric acid is a solution that is used. 

9 It is not the leach solution. 

10 Q So, you are not aware of what type they were 

11 using really at that t~e, May 6th? 

12 A Yes, they could not bave been using cyanide. 

13 I definitely know that. 

14 

15 

Q 

A 

16 thiosulfieds. 

17 

18 

Q 

A 

Okay. 

I think they were using one of the sodium 

Good enough. 

Which follows the acid solution. I have 

19 forgotten the term for it. First you put the acid on and 

20 it is called a pre-soak. 

21 

22 

23 itself. 

24 

o 
A 

Q 

Yes. 

Then you put on the actual leaoh solution 

Had you seen anything in your work with SEA 

25 while you were an employee there of reports on how this 

RONALD L. LUNSFORD 
COURT REPORTER 

TELEPHONE 623 -3375 



1 system of Mr. Hewlett's was going to work or, you know, 

2 a presentation of that type? 

3 

4 

5 

6 

7 

8 

A 

0 

A 

0 

A 

0 

Engineering data? 

Yes. 

No, no. 

Or chemical data? 

No. 

Did Mr. Hewlett ever tell you what experiencE 

9 he had had in the past with his process that he was going 

10 to use at Tombstone; in other words, whether he had 

11 tested it be£ore or anything like that? 

12 A In disoussions, I got the impression that 

13 this was all just a test, a metallurgioal test to begin 

14 with. It was not a proven, established reoovery method. 

15 And I assumed we were qoing into it under 

16 the assumption that it was 

17 

18 

o 
A 

a test? 

a test. 

19 Also testing not only the process and the 

20 ohemicals but also how they react to the particular ore 

21 that is on that property. This is just standard 

22 opera tions • 

23 I don't recall Mr. Hewlett ever having used 

24 the process on another property, if that's what you are 

25 getting at. 
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1 Q So, based upon your discussions with 

2 Mr. Hewlett, there was no question in your mind that this 

3 was a new process that wasn't proven and that they were 

4 really going to test it, not only from a chemioal 

5 standpoint but as to how it reacted on the particular 

6 ores or dumps at Tombstone? 

7 A Yes. And I'll follow that up by saying that 

8 there wasn't just one test run. Mr. Hewlett performed 

9 many tests while' he was working at Tombstone, different 

10 chemicals, different concentrations, different times and 

11 tha t sort of thing. 

12 o And again in your oapacity at least with 

13 SEA, you at that point in time or at any time prior to 

14 that were not aware of what representations Mr. Hewlett 

15 and Mr. Briscoe may have made to the investors as to the 

16 process that they were going to use? 

17 A I never saw the reports. I was under the 

18 assumption that they were going to do a crushing or that 

19 orushing was involved. But whether that really was part 

20 of the operation that was actually presented to Mr. 

21 Schloss, I don't know. 

22 o Just out of my curiosity, based upon your 

23 experience with Mr. Hewlett and Mr. Briscoe, would it 

24 surprise you professionally -- and I use the word 

25 nsurpriseh as best I canl okay? -- would it surprise you 
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1 professionally if it was presented to Mr. Schloss that 

2 this method of Mr. Hewlett's was a proven process? 

3 MR. KITTLE: May I ask that that question 

4 be rephrased? I'm having a little trouble understanding 

5 it .. 

6 MR. ALLEN: Well, I'm not sure I understand. 

7 If you don't understand it, I'll 

8 rephrase it. 

9 THE ' WITNESS: Please rephrase it. 

10 BY MR. ALLEN: 

11 Okay. Would it surprise you that if the 

12 method of recovery and leaching process that Mr. Hewlett 

13 was going to use on the Tombstone heap leach was presentee 

14 to Schloss and investors as being a proven recovery 

15 method? 

16 MR.. KITTLE: I object to the form of that 

17 question because I think it calls for speculation about 

18 information that this witness has already said he doesn't 

19 have. 

20 BY MR. ALLEN; 

21 Q Can you answer it? See, we make objections 

22 for the record. Okay? 

23 A All right. Not being involved in the deals 

24 that were made, the contracts that were made, I have no 

25 Informa tion whatsoever there. 
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1 You asked what kind of an, tmpression I would 

2 have of a deal that they would make? 

3 

4 

Q 

A 

Yes. 

Professionally, I would think that 

5 Mr. Briscoe and Mr. Hewlett would have explained what 

6 they were getting into. 

7 

8 

Q 

A 

Okay. 

I particularly know working with Mr. Briscoe 

9 as much as I have that things are done on a step by step 

10 prooedure, a systematic approach. 

11 Q Fair enough. 

12 The last six months of '79 as General 

13 Manager of SEA, would you have been familiar, Ed, with 

14 the billing on particular projects for SEA? 

15 A That's obviously a sensitive question. SEA 

16 worked for several different clients. 

17 o Sure. 

18 A And we kept a confidentiality of those 

19 clients which meant that in the office, we had a rule 

20 that someone who was involved in the management of one 

21 project or one client's work would not get involved or 

22 even know about the details of work involved in another 

23 client's projects and works. 

24 

25 

Q 

A 

Yes. 

Obviously as General Manager, I kind of 
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cross over that line just a little bit. 

Q Sure. 

1 

2 

3 A But the answer to the question is no, it was 

4 quite well-laid out that ~ven though I was General 

5 Manager, I was not to cross into such things as what was 

6 being billed to other clients and how much it was and 

7 that sort of thing. 

8 Q The .... only person that would know that would 

9 be Mr. Briscoe, I would assume: right? Somebody's qot to 

10 know. 

11 A Or the bookkeeper. 

12 Q The reason I asked that question, and I'll 

13 preface it by this, did you beoome aware at a point in 

14 time as General Manager that SEA withdrew from any 

15 responsibility for the Tombstone project? 

16 A No, I didn't know that specifically. I knew 

17 that there arose some disagreement between ~e two 

18 parties and SEA stopped their involvement, at least as 

19 far as I was concerned from what I knew. 

20 Q As General Manager, were you aware of whethex 

21 or not say in October, November and December of 1979, 

22 there were any SEA employees working on behalf of the 

23 Tombs tone heap leach pro j ect? 

24 A I would have to check the records. SEA 

25 would have records of that. 
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1 o The reason I ask that is that during the 

2 time you were General Manager, in fact November 16th and 

3 before, I believe, a gentleman by the name of Tom 

4 Waldrip, Jr., the SEA Land Division Manager, wrote 

5 numerous letters to creditors and prospective creditors 

6 of the Tombstone beap leach project advising them that 

7 "The Southwestern Exploration Associates, subsidiaries 

8 and other related corporations have not had nor will in 

9 the future accept any obli9ations or responsibilities 

10 for debts incurred by the present Tombstone heap leach 

11 operat6rs; to wit, Tombstone Exploration, Inc. A 

12 Do you recall any of those things being 

13 discussed in the company that you were away of? 

14 A I recall that such a letter of that nature 

15 was made up by Tom. Tom was kind of wearing two hats 

16 there, not only Land Division Manager but he was, like 

17 most of us in the company, wearinq two bats. He was 

18 also unofficially the manager from SEA's standpoint of 

19 the Tombstone project. 

20 But since that involved another olient, I 

21 was not involved in those things at all. My duties as 

22 General Manager were only in the line of personnel 

23 management within the oompany, not the 90in9s~on of 

24 individual projects, except for my own projects. 

25 o Ed, are you aware of where Mr. Hewlett is 
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1 today? 

2 

3 

4 to him? 

5 

6 

A 

o 

A 

Q 

NO, I fm not. 

When was the last time you saw him or talked 

When he was still working for SEA. 

You haven't had any other professional 

7 contact with him since December of 1979 .' --

8 

9 

10 

11 

12 

A 

Q 

13 BY MR. ALLEN: 

14 Q 

No. 

-- or before then? 

MR. ALLEN: I think that is all. 

Have you got any, Jay? Go ahead. 

MR. KITTLE: No, I have no questions. 

Let me just ask you this: My records show 

15 that during some time between July 21st, 1979, and AUCJust 

16 31st, 1979, you were billed out for $30 on the Tombstone 

17 project for one hour. I'm just curious if you know what 

18 in the world that might have been? 

19 A No, I wouldn't recall it. It might have 

20 been a discussion with Jim. 

21 

22 

23 

24 

o 
A 

Q 

A 

Okay. 

What was the date on it again? 

Between July 21st and August 31st, 1979. 

No. I WAS going to say it might have been 

25 the hour I spent writing that memo hut it is a different 
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1 date. 

2 Q Yes. Just so I understand this system, 

3 when you went to computer billing out there, there are 

4 six letters before Exploration Program Manager and then 

5 it says nCCE WES." I'm aS8uminq the "WES" are your 

6 initials. 

7 

8 

A 

Q 

9 just a code? 

10 A 

Right. 

Can you tell me what the "CCE" 1s or is that 

Each one of them is a separate code. I 

11 don't remember what th y were. 

12 Q The reason I assumed that "WES" is your 

13 initials, the one right above it is "JAB, Registered 

14 Profe sional Geologist." That I believe we have 

15 established is Mr. Briscoe's initials. 

16 

17 

A 

Q 

Right. 

Okay. Did you have, Ed, any kind of 

18 ownership rights to the Tombstone projeot in any way; in 

19 other words, a percentage interest in any of the SEA 

20 subsidiaries' )or companies' involvement with the Tombston~ 

21 project? 

22 

23 

A No, I didn't. 

You were strictly employed, paid a salary; 

24 is that correct? 

25 A Yes. 
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1 Q And that's true at least 1n regard to the 

2 Tombstone project throughout your employment with SEA? 

3 

4 

A 

o 
Riqht. 

Are you famili r with or do you know what 

5 Austin Mining and Milling is? 

6 

7 

A 

Q 

8 what that is? 

9 A 

No, I don't. 

Bow about SEA Hydromet, Inc.; do you know 

That would be the corporation that 

10 Mr. Briscoe and Dick Hewlett set up when Mr. Hewlett 

11 came to work for SEA. 

12 

13 

MR. ALLEN: Okay. I guess that's it. 

MR. KITTLE: I do have one. 

14 MR. ALLEN: I figured I would qet you to 

15 ask something if I waited long enough. 

16 MR. KITTLE: I finally thought of one. 

17 EXAMINATION 

18 BY MR. KITTLE: 

.n 

19 Q Recognizing that Jim Briscoe and Dick Hewleti 

20 had set up this company together called SEA Hydromet, 

21 when Dick did certain work down at the Tombstone heap 

22 leach, how could you tell whether he was doing that as 

23 an employee of SEA Hydromet or whether he was doing it 

24 as somebody hired by Southwestern Exploration Association!? 

25 A I would not know. I have no way of knowinq. 

RONALDL.LUNSFORD 
COURT REPORTER 

TELEPHONE 623-3375 



1 MR. KITTLE: Fine. That's really the only 

2 question I have. 

3 FURTHER CROSS-EXAMINATION 

4 BY MR. ALLEN: 

5 o Along those lines though, Ed, do you know 

6 when in point of time that this Hydromet Corporation 

7 was set up and what its relationship was with SEA? 

8 That's a multiple question. First of all, 

9 do you know when the Hydromet Corporation was set up? 

10 A I could guess at times. I assume it was 

11 when Mr. Hewlett showed up on the scene. 

12 

13 

Q 

A 

Okay. 

Sometime in '79. I'm afraid I oan't help 

14 you very much there. Mr. Briscoe never involved me in 

15 his business activities, unless it was involved with my 

16 project. 

17 o Southwestern Exploration Associates, Inc., 

18 baaed on your knowledge of it had more than one 

19 subsidiary; correct? 

20 A Yes. 

21 o They had a teohnical services group which 

22 they had a corporation called SEA Photography, Inc. 

23 Do you recall them? 

A Yes. 

42 

24 

25 o And they had at some point in time this SEA 
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1 Hydromet, Inc. which was the nydrometal1urqical Division? 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A Right. 

MR. ALLEN: That is all I have. Thank you, 

sir. 

(Deposition proceedings oonc1uded 11:30 A. M., 

October 21, 1980.) 

Wade Edward Speer 
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1 

2 STATE OF ARI ZONA 

3 COUNTY OF PIMA 

C~~!!.tICATE 

) 
) 
) 

8S. 

4 I, Don L. Gautier, a Notary Publio duly 

5 oommissioned under the laws of the State of Arizona, in 

44 

6 and for the County of Pima, do hereby oertify that I took 

7 down in shorthand the questions propo.unded to and the 

8 answers given by the witness at the time and place herein-

9 above set forth; that said witness, before testifying, wal 

10 by me duly sworn to speak the truth, the whole truth and 

11 nothing but the truth in the cause aforesaid; and that 

12 the foregoing is a full, true and correot transoript of 

13 the testimony given by said witness. 

14 I further certify that I am not an attorney 

15 or oounsel for either of the parties, or a relative or 

16 employee of any attorney, counselor party connected with 

17 the action, or financially or otherwise interested in the 
l 

18 action. 

19 WITNESS lU' BAND AnD SEAL at Tucson, Arizona, 

20 this 29th day of Ootober, 1980. 

21 

22 

23 

24 My Commission Expires: 

25 August 29, 1982 

Notary Public 
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TO: JAB 

FROM: WES 

DATE: May - 6, 1979 

RE: My trip to Tombstone on Wednesday, May 2, 1979, to inspect 
the heap leaching operation. 

On May 2 I traveled to Tombstone, Ar izona to see first-hand Dick 
Hewlett's heap leaching operation and to study its application to 
our uranium exploration program in New Mexico. Howe.ver I was 
immediately struck with the inefficiency caused by the use of 
used equipment and the lack of proper supplies -_ I plainly saw 
several cases of excessive down time, delayed schedules and 
costly additional work that was due to non-functioning, used 
equipment and lack of proper supplies and equipment. In 
particular, scheduling of work that is of a consecutive nature is 
difficult, if not impossible, when one does not know if equipment 
is going to work when it is supposed to, or if one piece of 
equipment fails and this causes additional delays in the overall 
program. This was evident at Tombstone in the few hours that .,J 
was there where, for instance, the major expense for the day was 
delivery of a tanker trunk of sulphuric acid which had to be 
stored in a makeshift, unanticipated storage tank because the 
intended storage tank leaked and the sprinkler system was not yet 
in operation due to the use of salvaged, used pumps and plastic 
pipe. This situation reminded me of an expression a friend of 
mine used to use, itA dollar waiting on a dime. n In the case at 
Tombstone J - the lack of $20 worth of plumbing - and electrical 
supplies disrupted the entire day's work for about seven people 
and resulted in schedule disruptions which will take several days 
to correct. 

My recommendation is obvious. Enough money should be 
appropriated to the job in order to get it done with new 
equipment and plenty of the necessary supplies before the job is 
underway. It can easily be seen that, given the present 
situation, some minor mechanical problem could come up and 
prevent the entire proj ect from being completed. In other word s 
the project could beconi-e a complete failure based on the failure 
or inappropriate use of a piece of used equipment. Of course, 
much more likely is that the project will take twice as long to 
accomplish as need be, resulting in an overall greater cost than 
if new equipment and sufficient supplies were utilized in the 
:!'irst place. 
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