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ACCESS STATEMENT 

These digitized collections are accessible for purposes of education and research. We 

have indicated what we know about copyright and rights of privacy, publicity, or 

trademark. Due to the nature of archival collections, we are not always able to identify 

this information. We are eager to hear from any rights owners, so that we may obtain 

accurate information. Upon request, we will remove material from public view while we 

address a rights issue. 

CONSTRAINTS STATEMENT 

The Arizona Geological Survey does not claim to control all rights for all materials in its 

collection. These rights include, but are not limited to: copyright, privacy rights, and 

cultural protection rights. The User hereby assumes all responsibility for obtaining any 

rights to use the material in excess of “fair use.” 

The Survey makes no intellectual property claims to the products created by individual 

authors in the manuscript collections, except when the author deeded those rights to the 

Survey or when those authors were employed by the State of Arizona and created 

intellectual products as a function of their official duties. The Survey does maintain 

property rights to the physical and digital representations of the works. 

QUALITY STATEMENT 

The Arizona Geological Survey is not responsible for the accuracy of the records, 

information, or opinions that may be contained in the files. The Survey collects, catalogs, 

and archives data on mineral properties regardless of its views of the veracity or 

accuracy of those data. 

 

CONTACT INFORMATION 
Mining Records Curator 

Arizona Geological Survey 
416 W. Congress St., Suite 100 

Tucson, Arizona 85701 
602-771-1601 

http://www.azgs.az.gov 
inquiries@azgs.az.gov 
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LEO N. SMITH 
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LARRY D. CLARK 

PATRICIA G. MUNGER 

REBECCA SITTERLY 

Mr. Jay S. Kittle 
Corey & Kittle 
Attorneys at Law 
507 Transamerica 
Tucson, Ari§ona 

Dear Jay: 

VERITY. SMITH M KEARNS. P. C. 
ATTORNEYS AT LAW 

902 TRANSAMERICA BUILDING 

I?? NORTH CHURCH AVENUE 

TUCSON. AR.IZONA 85701 

Ap·ril 30, 1979 

Building 
85701 

Re: Operating Agreement 
TEI/AEM 

TEL.EPHONE 

(e02) e23 · egel 

James Briscoe indicated that you had not had a chance 
to complete your review of the Operating Agreement, a copy 
of which was furnished to you on Friday. As indicated on 
page 5 of the copy furnished, we want to add an explanation 
of the method of computing the proportional reduction des
cribed in Section 3(c) (vi) on page 5. I would suggest that 
this subparagraph be revised to read as follows: 

(vi) If TEl acquires less than a 50.1% 
undivided interest, and if the Project or if AEM 
elects to proceed to obtain additional outside 
funding in excess of $200,000 ".00, it is agreed and 
understood by TEl that its undivided interest in 
the Project : may be subject to fur.ther reduction, 
which reduction shall in no event reduce the undi
vided interest of TEl to less than the percentage 
that contributions made by TEl plus TEl's share of 
Project proeeeds used for Project Operations bears 
to the total amount contributed to the Proj ect. 
[As an example of the maximum reduction in TEl's 
undivided interest, assume that TEl were to con
tribute $100,000.00 and that $50,000.00 of TEl's 
share of Pr.oject proceeds were used for Project 
Operations; assume further that at the time of 
computation " of the " reduction, the total contri
butions by TEl, AEM and any outside " funding 
together with all Project proceeds used for 
Project Op~rations totalled $1,000,000.00; in such 
case, TEl's undivided interest would be reduced 
to no less than a 150,000/1,000,000 (15%) 
undivided interest.] If TEl's undivided interest 
in the Project is thus reduced to 107. or less, TEl 
shall be obliged to relinquish its undivded inter
est to the other parties to the Project in return 
for a 107. "Net Profits Interest" as described in 
Section ll(e) below. 
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Mr. Jay S. Kittle 
April 30, 1979 Page Two 

On Thursday when I discussed the Operating Agreement 
with Tom Schloss, the only other item mentioned was the 
fact that James Briscoe should provide the figures to 
complete Exhibit C. 

We have held off running exeGution copies incorporating 
the above change until you and your client have reviewed the 
Agreement. Please let us know when it is appropriate to 
prepare the executj"on copies si ' e we have the Agreement 
on file in ' our word processing s st m. 

LNS/dmd 

cc: Thomas H. Schloss 
and ' Dwight Lee 

yours, 

. Smith 

RECEIVED APR 3 . . ' " , /"-) "--0,' 
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VICTOR H. VERITY 

LEO N. SMITH 

DESMOND P. KEARNS 

LARRY D. CLARK 

PATRICIA G. MUNGER 

REBECCA SITTERLY 

Mr. James Briscoe 

VERITY, SMITH I;} KEARNS, P. C. 
ATTORNEYS AT LAW 

902 TRANSAMERICA BUILDING 

177 NORTH CHURCH AVENUE 

TUCSON, AR.IZONA 85701 

April 25, 1979 

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

Dear Jim: 

Enclosed are three copies of a draft of Operating 
Agreement pertaining to the Tombstone Project. I have 
discussed the provisions by phone with Torn Schloss and 
Dwight Lee, but neither has had the opportunity to examine 
the enclosed draft. 

T~L.EPHONE 

(1502) 1523 - 6961 

It is my understanding that you and Torn will be meeting 
tomorrow and I am delivering the draft herewith so that you 
will have an opportunity to review the same prior td your 
meeting. Please hold one copy for Torn Schloss since he will 
not have received ~ copy p~ior to his arrival in Tucson. 

ruly yours, 

Leo N. Smith 

LNS/jlm 
Enclosures 

cc: Messrs. Thomas H. Schloss and 
Dwight Lee w/enclosure 

Allen Taelsnick w/enclosure 
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' ,~.' APR 2 5 1979 

OPERATING AGREEMENT 

TliIS AGREEMENT' is made effective as of the __ day of _____ _ 
1979, by and between: TOMBSTONE EXPLORATION INC., a Delaware corpora
tion qualified to do business in the State of Arizona ("TEl"), and 
AUSTIN EXPLORATION & MINING CORPORATION, an Arizona corporation ("AEM"), 

~' both of which ' parties are hereinafter sometimes collectively referred to 
as the "parties." The parties have agreed that Southwestern Exploration 
Associates, Inc. ("SEA") shall serve as the initial "Operator" (as 
hereinafter defined) and the execution ' of this Agreement by SEA shall 
serve as its agreement so to act pursuant to the te,rm,s and conditio-ns of 
this ,Agreement and , subject to the rights and obligatiol).s afforded 
"Operator" hereunder. 

'-.' 

---

WIT N E SSE T H: 

WHEREAS, the parties own, or intend to acquire, as tenants in 
common the entire leasehold estate in and to certain patented and unpat
ented mining claims owned by Tombstone Development Company ("TDC") all 
as more, particularly described and defined in ' Section ' 1 as the "Initial 
Property Interests," and desire to parti~ipate in a program for further 
acquisition, exploration, development and mining of any or all of the 
minerals within the area defined in Section 1 as the "Area of Interest" 
and encompassing, the Initial Property Interests and other areas within 
the Tombstone Mining District, Cochise County, Arizona; 

NOW, THEREFORE, for and in consideration of the premises and the 
mutu~l covenants herein contained, the parties agree as follows: 

1. Defini tions 

As used in this Agreement, the following terms shall have the 
meanings ass~ned to them in this Section 1: 

(a) "Operator" shall mean SEA, acting in that capacity as 
hereinafter provided and any successor Operator appointed hereunder. 

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

:;~.Q;.P~<,~:t '"<,'r~:: t ,,,,,n,/ "dJ;~' ~'1l1l>r.:::t' "I" '1 



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

area in Cochise County, Arizona: 

(1) ' approximately 85 patented and 18 unpatented ' lode 

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

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

in that certain "Preliminary Draft of , Lease Agreement" dated 

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

examined by the parties hereto; 

(ii) 'any additiorral minirig claims, mineral interests or 

mineral properties leased, optioned, located or otherwise ac'quired 

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

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

of, any mineralized deposits contained 'within properties leased 

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

the Tombstone Extension, Tombstone Mineral Reserve and the State of 

Maine areas (it being understood that claims and properties within 

the State of Maine area ,are owned principally by the Esc~pule 

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

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

(iii) any potential porphyry copper targets in the Seth 

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

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

or on behalf of the "Project"; 

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

from pursuant to the surrender provisions of Section 8 below. 

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

"-../ interest of "Lessee" created under that certain Lease Agreement dated 

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

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

, will be placed of record in ' the offiCe of the Coch'ise County Recorder. 

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

.--- ' 

exploration, development and mining undertaken by the parties pursuant 

to this Agreement. 

(f) ' "'Project Operations" shall mean al~ of the operations 

conducted for the parties by Operator under the provisions of this 

Agreement. 

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

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

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

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

deleted therefrom pursuant to the surrender provisions of Section 8 

below. 

(h) "Op,\!ra,ting Committee" sJtall mean the committee provided 

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

(i) ' "Plan" or "Plans" shall mean a plan or plans adopted by 

the parties pursuant to the provisio~s of Section 4. 

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

herein shall refer to the activity or work of prospecting and searching 
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for ores and minerals on, in or under the Project propertif:" a~~J~~l1-
ing, examining, measuring. and sampling a mineral . deposit when-=foWld to 
gain knowledge .of the size, shape, position and characteristics to 
determine the value of the deposit and all other activity or work per
formed outside a Development Block. 

(k) "Development" or "Development Operatiolls" when used 
herein sha11 mean any and all operations conducted on or in connection 
with a Development Block. 

(1) "Devel~pment Block" shaH mean such portio,\s of the 
Project Properties so designated as hereinafter provided af.ter determi
nation has been made that minerals are present therein of sufficient 
quantity and quality to warrant development. 

(m) "Committing Party" shall mean the party or parties who 
have elected to participate in the costs incurred in any operation 
conducted pursuant to an effective Plan. 

(n) "Non-Committing Party" shall mean the party or parties 
who have . elected not to participate in the costs incurred in any ~pera
tion conducted pursuant to an effectiv.e Plan. 

(0) "Joint Account'" shall mean the accounts and records 
maintained for the par~ies by the Operator for the purpose of accounting 
for and apportioning contributions, costs and credits with respect to 
the Project and Project Operations. 

(p) "Accounting Procedure" shall mean the Accounting Pro
cedure attached hereto as Exhibit A. 

2. Title Examination and Loss of Leasehold or Interest 
If for any reason title to the Initial Property.lnterests or . 

any interests hereafter acquired fail or are lost in whole or in part, 
such loss sha11 be the joint l~ss of the parties and s'ha11 be borne by 
the parties . in proportion to their interests owned in the Project. 

3. Interest of the Parties 

(a) The parties shall initially own, as of the effective date 
of this Agreement, the following undivided interests in the Project and 
in and to the Project Properties: 

Party 

AEM 

TEl 

Undivided Interest 

70% 

30% 

(b) Unless this Agreement sooner terminates pursuant . to the 
provisions of Section 24 below, the undivided interest of TEl in and . to 
the Proje~t and in and . to the Project Prop.erties shall increase in 

-3-



relation to the amounts initially contributed by TEl to the Project, and 
the inter~st of AEK shall decrease in a corresponding amount, pursuant 
to the following schedule: 

Cumulative Funds 
Furnished to the 

.Project by 
TEI* 

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

Undivided Interest of 
TEl 
35% 
40% 
45% 
50% 
55; ----
60% 

*Cumulative Funds shall include all funds hereto
fore contributed by TEl and by its predecessor 
in interest pursuant to that certain letter 
agreement dated March 7, 1979 between Thomas H. 
Schloss and Dwight Lee (predecessors in interest 
to TEl) and James A. Briscoe. 

The rights, obligations and elections by TEl to provide any such funds 
(and obtain the corresponding undivided interest) are all more particu

. larly set forth in subparagraph (c) of this Section 3. 
(c) TEl shall have the right, at its election, to provide. ,the 

initial fund's to the Project up to and including a total of $200,000.00 
and, by so doing, to earn an undivided interest in the Proj~ct and the 
Project Properties in the percentage set forth in subparagraph (b) 
above, all in accordance with the following: 

(i), The Project shall make calls at inte.rVals no more 
frequent than twenty (20) days per call, all subject, how~ver, to 
the provisions of subparagraph (v) below; 

(ii) Contributions may be advanced by TEl at such other 
intervals as it may choose, whether or not the sums advanced are 
needed at the time of contribution and whether or not a Plan is in 
effect which would require such sums, all to the end that TEl shall 
maintain the right at its election to complete all or such portion 
of the cumulative investment as it may elect, thus entitling it to 
TEl's undivided interest set forth in subparagraph (b) above; 

(i1i) Unless AEK otherwise agrees in writing, ' the 
failure of TEl to make contributions within the schedule set forth 
in subparagraph (b) above shall terminate the right of TEl to 

. thereafter acquire an additional percentage of undivided interest 
by making ' such ad~i~i~n~l contributions; 

(iv) If TEl either elects not to make further contribu
tions or if TEl lo.ses the right to make further contributions, the 
undivided interest of TEl shall thereafter remain at the percentage 
specified in subparagraph (b) above, all subject, however, to the 
withdrawal snd dilution provisions of Section 11 below; 

(v) Anything in subparagraph (i) through (iv) to the 
contrary notwithstanding, until such time as TEl has made the total 
cumulative contributions described in subparagraph (b) of .this 
Section 3 or has forfeited its right to make further contributions, 

-4-
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major Project decisions including, without limitation, those relat

ing to cash calls, payments to equity owners from cash flow, 

pursuing further exploration targets, acquisition of ·additional 

lands or mineral interests, expenses for plant or facility expan

sion, and decisions ' concerning termination or discontinuance of all 

or a portion of the Project Operations will require the unanimous 

approval of the Operating Committee; and 

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

interest, and if the Projec't or if AEM ele~ts to proceed to obtain 

additional outside funding. ~seF"$:fg:Q.OOO.OO:- · )it is·· agreed 

and understood by TEl that its undivided interest in the Project 

may be subject to further reduction (which reduction shall not 

reduce the undivided interest of TEl to less than the percentage 

that contributions made by TEl plus TEl's share of Project pr~s 

used - for Project Operations bears to the- total amount contributed 

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

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

be obliged to relinquish its undivided interest to the other 

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

as described in Section 11(c) below. 

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

/ 

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

...., ... 
incurred and production developed under this Agreement shall· be paid and 

shared by . each of the parties as its interest exists at the time such 

costs are incu~red or production is obtained. 

4. Project Plans 

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

Operations hereunder shall be performed pursuant to Plans adopted by the 

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

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

operations of the Project will be proposed at reasonable int:e·rvals 

durin~ the term of the Project. In the event Operator fails to timely 

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

months have elapsed since completion of the previous Plan without 

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

Plan ·to the parties and to the Operator. A Plan or proposed Plan shall 

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

i~curred in carrying out the work, and give an estimated period of time 

to perform the work. Prior to such time as TEi"sundivideifTnteresT'has _. -

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

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

nor shall the ' total expenditures proposed in any s'ingle Plan exceed 

$25,000.00. Thereafter, unless prior written . approval .~s .!>btained from 

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

exceeding three (3) months nor. shall the total expenditures prop.osed in 

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

Operations with Exploration Operations. 

-5-



\J' (a) Plans proposing Exploration shall be submitted separately 
from Plans ' proposing Development Operations and each such Exploration 
Plan shall be for a period of not less than two (2) months nor more than 
six (6) months~=c:aH~-urn4.-1ft'i'jl!4nlt':eXJ!en.tttur"e:mot=t" . e" :pe.r· . 

\....." ~Er. Unless otherwise agreed by the parties, only one 
Exploration Plan shall be carried out at one time. 

(b) The Initial Plan proposing Development Operations shall 
designate an area as a Development Block within which all ~pet:ations . 

\......,. proposed by the Plan shall be conducted. Thereafter, additional 
Development Plans within a designated Development Block may be proposed. 
Each time a 'Plan for Development Operations is proposed on lands not 
included within a designated Block, a new area shall be designated as a 
Development Block for such lands unless all of the parties agree to add 

\ 
such additional lands to an existing Development Bloc~f 0 \. , \ " ,t, .cO 

~~/~ C~ir)nj,ii'M" tV JJ' . (c) ~1l=- such time as . P~8jeet Iixp8Dclltures exceed II ' . ~~. l ' $200,000.00, . each party shall confirm to Operator and the other party in . \\ ' , = 
,,1 Iy writing within seven (7) days after receipt of a Plan approved by the 

\......· l · Operating Committe~~L~videncing its approval or di,sapproval of the n \., "t~ - - - - C-C l-'KM ~ 11 ,u.}->-{V ~ proposed Plan. 'l'MIIIi!after, each party ' shall confirm to Operator and the r ;'~ V' other party in writing within thirty (30) days after. receipt of a pro- f" j-" ( 
-, 
" 

posed Plan, its approval or disapproval of the proposed Plan. 'Fa'ilure-, -; 
. 7 . ,/ to" reply ' .shall .. constitute an election not to collllldt ·to · the ?lah. No I. 

Plan shall become effective without the approval 6f both parties, until ~.~J 
such time as either (i) contributions by TEl total $200,000.00; or ~ ~. 
(ii) TEl's undivided interest is finally determined as provided in ~ ." 
Se.cti9n 3 a"Qve. Thereafter, if any party or parties elect not to ./ T

l ', 'J' 
commit to such Plan, such Plan shall not become effective nor be carried ','f\f 
out unless a party or parties 8·.o/ftiftg not 18ss thsa a~diNidClcl So 1% f ? 1 
i;ptpg;' 1 t!t Rr "d~ committing thereto elects to .2roceed with the ~' ,~i' 
Plan fox:. !h.~~~ .• ~~ ..!~_count. \... tJ. oc./ i<; "'1'1/. ''fJ /1'1 JeJ t-"'-\ r ~:j-h' ;\'~~ ¥ #, 

S u..b~l-\ W f rt7Vl ~l' OY' S ~ ~ ... , I ~'-tpW . 0., { 1,9 N 
Operating Committee . !A ~ ~ \ 
An Operating Committee comprised of two representatives of {\r \. -l ~ , \ 7 

5. 

I'IDI"I -.o~~ 
1" ~ .,~' each of the ~ shall be established. Each party may· desi.gnate one · ; 1" ~,t .. \ .. . V-

::p::sre:t:::::::te~:ona:::v:f i:hethdees::::::: ::p:easc:nt::i::: :::i:;a::; (.' :'~{lrt7:·:~tJ . 1'0 
alternates shall be filed in writing with the Operator. Each represen- r~~ 
tative shall have a vote equal to 'one-half of that percentage interest 
owned by " the party which he represents. Except as otherwise specifi-. . ~--- --- -- -.- .. - ---- .-.-cally provided in this Agreement, decisions of the Operating Committee 
shall require the approval of those representatives representing a 
majority interest ... in the' proje.!=.~",t""'-~~"-'::~~r-:llrfl __ ~wOJ~~~ __ "'-"",,~r5 I " :>' C.O)1-r<rTO"C&- A..~" ....:;\-O-N ~ A.v may be held by}. telephone)tand may . .,,"(1\ ,o, II('~ 

-~: -:~f-... ~~., representative of any of the parties. The Operating Committee . shall r ... 1./ V" t&' 
meet at no less than semi-annual intervals at the Project t s operations x.,..Y <c ~ 
office (it being anticipated that such office shall be located either in ~~ 
Tombstone or in , Tucson, Arizona). A party may change its. representative 
(or ' any alternate representative) by notice to the Operator and to the 

-6-
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~. other parties in writing. All decisions relating to the time and manner 

of distribut'ion of Project proceeds shall be ma~e by. the Ope.ra~ing 

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

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

,--. Operating Committee. All reports from Operator shall be directed ~o all 

of the members of the Operating Committee. 

6. Access to Premises 

Non-Oper.ators shall have access .. at their . sole r~sk to the 

Project lands and Project Properties at any reasonable time to inspect 

any Project Oper~tions, together with the right to inspect all drilling 

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

obtained by Operator while conducting the Project Operations and upon 

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

furni~h fiirectly to Non,..Operators copies of all logs, assay reports. 

maps, feasibility studies, production records and other documents per-

taining to . the Project. 

7. Land Acquisition 
. . .. 

All interest heretofore acquired by the parties hereto or 

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

of this .a.greement. Any ~t~rests within the Area of Interest hereafter 
d~\"", -th~ k1'~ H-!s "''1f$.\ .... c. .... t-

acquirec!J,shall' be acquired by the Project pursuant to a Plan or pursuant 

to the consent of all of the Non-Operators and the acquisition costs 
: , . HeV"tJi-1N-l..J-s - - -. . - - -

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

acquire any additional lands or mineral rights within the Area of 

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

written notice setting forth in such notice a description of the lands 

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

posing p'arty bases its conclusiops that such lands should be acquired by 
1> .... ,....., rl-M'"'v~ -t-t..~ P • .,,~O\.,,+ . . 

the Project.nOperator shall not acquite any interest within the Area of 

Interest for its own account without first obtaining the prior written 

approval of all of the parties. 

~ I.. .... --A ~ \S,?'<;' ~ \-)~ 
8.' . Surrend'er - 1.. ~ t ""J~ \..: ~'" 

. Except as ' hereinaft~r pr9vidt,d, ~no i~terestl In any of lr€/ 
-+rrV'v" V'J.. ~~ &\'J.F.>M";·y 

Project Properties shall be "s!l££cnd!!f!! ', in whole or in part thout, ", ~~~ ct' 
';0: t,.,~ 4- "r 1':11,, (> , U 

the consent of all parties. Whenever any party desires ~ . raIl 

or any ~ortion_ of . i_!!:",~_nte~.~J~ a.!lY _ ~ro.Ject prop~~, i_~. ~.!'all giv!. 

notice thereof, in writ:t:n~ to the other pa~s-: Any party receivi.ng 

such notice shall have the it~ to elec;.ASy notice. in writing to the. 

notifying party wi thin fifteen (J."S~da'Y;- thereafte~ to take from the 
If'- 4"'t""",~~.r 61"J>~):~ p,.~ .. \.'t 'i"'r-.:Pt-\"}\I(,. 
! party desiring to 81l1'reftder"an assig nt without warranty, expresliir 

) 
/' . ~'('W\",~\,.A I>Y' 4~'S'fl1l~u.{ 

implied, of the interest esired to b sUl'l'eRliered. Any l>ar~y 0 \ , ~ 
- .n. d.r~P<A- 'IS }'''f'!i' p,.,I' ..... ~l-' 

electing shaH pay the arty desiring to ..... ~'1il'Ier -Lts 8ftare4f +lie 

\-S-al-vage--val-u&-07y-iJal-vable-ma-t-eda18 and-eq en-l:ocated-or 

lused--in. conne~on.-wi-t.h-thlLb.:Qj.ect _~LQR..~~ov.e're,~ by I;UCh-1~t. 
After assignment is made, the assigning party shall be " r.~lieved from all 



'-...J' 
obligatiQ!!.!!.. ' thereafter accruing with interest so 
assigned; a~a · such interest shall e subject, to this Agree-
ment. If more than one party so elec , and the assignment is to more 
than one party, the ' inte'rest/a signed shall be apportioned among the 
assignees in proportion ~tlieir respective participa.ting interests. If 
no par·ty elects to ta·~ assignment within such period, the parties shall L h::_rm; ..... ~ c>.- d ,-~'1'~"- 4-proceed to;? the necessary steps to lid! I pliiJer the Project Pt6perties 
cov~_bY the interest desired to be surrendered. 

9. Operator's Powers and Rights 

In accordance with the terms and conditions of each effective 
Plan, Operator shall have full, complete and exclusive control, charge 
and supervision of the Project Properties and the personal property 
included in the Project and ,all Project Operations conducted thereon. 
Operator shall conduct Project Operations to the best of its ability and 
in accordance with the terms and conditions of each effective Plan using 
modern techniques and good and economical mining practice. All opera-

~' tions shall be conducted with due regard for the development and preser
vation of said Project Properties and Project capital and in keeping ' 
with applicable federal, state and local laws and ordinances and regula
tions. Operator shall conduct its operations hereunder as an indepen
dent contractor 'and all work performed and equipment ·furnished by 
Operator shall at all times be in Operator's direct control and super
vision. Pursuant to the provisions of each Plan, Operator shall select 
the means, m~nner and .-method of performing Project Operations. Operator 
shall abide by directions from the Operating Committee as to the end 
results to be accomplished, but Operator shall assume the sole respon-
sibility for directing its employees and equipment as to the manner and 

Operator assumes all liability for, 
hold the , from and 

against any ' and all demands and a~a ties 
. upon th.e parties, and fr ~nst all loss, 

(including and expenses arising by 
O~ operations hereunder • 

. ~ .... '----.- .. ----- ,--.. -. - .. ~. -- - --' ~----. 

10. , Operator's Duties and Obligations 
Operator shall have, among others and without limitation, the 

following specific duties and obligations: 
(a) to manage, direct and control all Project Operations in 

and -under the Project- 'Properties in a prudent workmanlike manner and in 
accordance with the terms and conditions of each effective Plan, each 
instrument. unde'r which interests in the Project Properties were 
acquired, and all applicable laws, ordinances and r~gulations, including 
without limitation, th'ose pertain"ing to mining claims and mining opera
tions. , Operator shall, before incurring total expenditures not 
previously included in an effective Plan in excess of $1,000.00 of the 
amount of such Plan, secure the approval of the Operating Committee. 
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(b) to keep true and correct books, accounts and records of 
operations hereunder and to permit at all reasonable times the inspec
tion, examination and auditing thereof by Non-Operators, to submit 
monthly financial statements, and to submit to sUIIIIIIllries of Operating 
Plans and projections to the Operating Committ~~; 
~ to,· ke,~p the Project Properties free from liens and encUIII-

.--- ""- ' ( brances occasioned . by its -opera~~s._,h~neunder-; except. pnly. . the l,ien. .. J.! hereinaft~ ftn~d-t(n)P~ ,PrPVl't~ '~f- .t~$J!';~~C"-E£!" · ~ . '"$.. t:'tJ!ll""I"i''Y15 I •. &; .... ~ _~ -· O~:I,,~~ . '''..J 1!~1t._, ,,- d ' to urnish' tne- Operating ' C!fiiiiDIttee on or befor~,_ 
. dlly following the close of each calendar month with a statement of c ',\ . 

),)' rf' "7 r'\ .: minerals produced from the Project Prop~rties;a~ 1 \ 1'" .' 
(! f .' \, . -U.-a_gM:!~ll1;_~~ Qperatordurl:iliF-CibE'f.}Tf eEealug: ciltend&=am:lr;:-" . \ .. I' " ( --. ' -c.r....,." A-VA: l/ .. ;' L +)f nAJ. .... '. " (e) to pay~· the Joint Account of the Parties, 9iAii,hdise i 

~~~e=prQ!ect-FF&R~, all royalties payable under the 
terms of each 'lease or agreement aRd rb8Fge tl.e same --i:e the leint 
.~COlolllt ~as..,.".,p.r.Qnd,elb4~=tlu:-,-Ac~Q.\lnUngo.. P.;ocedllX;e'i~~~~~t's
a.ttached-'here.to. ,.aS-EX~';;; ~;v&<.)~bLL. .}lot'!\f'l L, 

(f) ' to payJ\all costs, expenses and liabilities accruing or 
resulting from Project Operations and to account to Non-Operato.rs ' in 
accordance wi th the provisions 'of the Accounting Procedure; in the event 
the terms of the Accounting Procedure conflict with any of the provi
sions hereof, this Agreement shall be deemed to control; 

"'" 

(g) to account for any income received for the Joint Account 
and to distribute the same as directed in writing from time to time by 
the Operating Committee, to the extent such income ex~eeds each such 
party's pro-rata .share of operating capital requirements; 

(h) to furnish the Operating CODllllittee within twenty (20) 
days following the close of each calendar month with a summary of opera
tions conducted during the preceding calendar month. 

) 
11. / Vbluntary Withdrawal; Failure to. Commit to Plan; Dilution .. 

(a) Any party hereto shall have the right to voluntarily 
withdraw from the Project or from any Development Block and terminate 
its interest therein prior to termination of the Project by giving 
written notice of such withdrawal to the other party or parties. In the 
case of such a voluntary withdrawal, all of the rights and obligations 
of the withdrawing party under this Agreement or under the portion of 
the 'Project Properties constituting such Development Block shall 
terminate as of the date of the giving of notice of such withdrawal; and 
all right, title and interest of the withdrawing party in and to Project 
Properties or the applicable Development Block portion thereof shall be 
deemed to have been transferred automatically to the non"';Wlthdrawlng 
parties in' undivided int'erests in the same proportion as the respective 
interests of such non-withdrawing parties in the Project or in the 
applicable Development Block at that time bear to each other; pr~vided. 
however, that: (i) the withdrawing party shall remain liable for all 
amounts chargeable to it with respect to any Plan to which it is 
committed, including costs incurred pursuant to such Plan a 'fter the 

-9-
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effect,ive date of the withdrawal but not in excess of the most recent 

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

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

such i~struments. as may be necessary to formally effect the transfer of 

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

applicable Development Block p!lrtions thereof, to the non-withdrawing 

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

connection with Project operations prior to withdrawal ' but shall· not, 

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

part of any exploration program or ?rospecting venture nor obtain any 

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

the actual date of its withdrawal and for such period shall hold confi-

dential any information acquired pursuant to this Agreement. 

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

a proposed Development Plan which becomes an effective Project Plan 

shall not, for that reason alone, be' deemed to have withdrawn from the 

~ 
~)(' 

'6 
Project, but such Non-Committing Party shall be deemed to have. relin- .;, j 

quished to the Committing Parties its share of any production from such \\C' ;/ 
\' I' 

Development Block, ' or the proceeds ·therefrom, · until such time as the ! i ,.f 
Committing Parties have recovered fr.om the Non-Committing Party's ~ x~y 
v£ production an amount equal tQ- thp-t.9..~the-fol-lowin&-.or-; ~ 

~ the Non-Committing Party has paid to the Committing Parties 

in the same proportion as the respective interests ·of the Committing 

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

the following: 

x ., 
(i) 300% of that portion of all Exploration Operations 

costs and expenses that would have been chargeable .to the 

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

t~cipated from the beginning in the Development Plan, plus · 

,i w 

" f 
f

,,~l 

(ii) 200% of that portion of Development Operations 

costs and expenses that would have been chargeable to. the 

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

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

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

production shall revert to it under the provisions of this 

subparagraph (b), plus 

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

and other lease burdens, if applicable, a'nd the production taxes 

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

Parties, and attributable to the share of production . relinquished by 

the Non-Committing Party; 

provided, however, that unless the Committing Parties have recovered tqe 

amount equal to the total of (i) plu~ (11) p~uli (i11) within six (6) 

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

six-month p'eriod the Non-Committing Party has paid such total amount to 

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

inter~~t of th.!le~~tting Parties thereafter shall be subject to the 
~ . . 

-10-
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dilution provisions o~UbParagraPh (c) of this Section 11. At any time 
prior ' to completi%f -a Development Plan, ,the Non-Committing Party may 
notify Operator and the Committing Parties in writing of its election to 
commit to the remainder of the Development Plan and may thereafter 
participate in operations under the Development Plan by paying to the 
collective account of the Committing Parties the f\11,.1 amount in cash 
that t~e Committing Parties would have, recovered under (i), (ii) and 
(iii) above for actual expenditures made under the Plan through the 
current 'accounting period as prbvided in the Accounting Procedure 
Non-Committing P~rty shall receive credit for any amount Which the 
Committin8-.:P.ar..ties_~l!ve recovered from the Non-Committing Party's share --- - _. __ .----- . . --- - ,- -- ------- --~f production from the applicable _ :!)~y'e~?_~m:nt B~ock through the same .1..- -

~c_col1~!!!LPerio,d • .r ' 
(c) In the event the Non-Committing Party has not paid ~ 

rAAefvsi1 Q'E8~Q =fot t~ea--=desCH:-ibea-Ln (i), (ii) and (iii) of 
subparagraph (b) above within , the six-month period provided therein, the 
Non-Committing Party's undivided interest in the Development Block shall 
be reduced to that percentage of the entire undivided interest ' ther~in 
that ' the Non-Committing Party's expenditures to such date ,bear to the ' 

--- c.,p.';"~ ~;r)'hhch 'rYl ~ total Development Block ~enditure"0) to such' date, and such 
Non-Committing Party shall have no right thereafter to participate in 
further Plans with 'respect to such Development Block. In a like manner, 
at the completion Qf each Development Plan thereafter, the interest of 
the Non-Committing Party shall be diluted to the percentage that its 
Development Block expenditures bear to the total Project expeditures; 
provided that if such Non-Committing Party's undivided interest in the 
Development Block is reduced to 10% or less, such ~on-Committing Party's 
undivided interest in and to the Development Block and i~ and to the 
Project Properties constituting the same shall terminate subject only to 
the rete~sion 'by the Non-Committing Party of a non-working ~"Net 
Profits Interest" (a,s described in Exhibit B attac~ed hereto ~n4 , ~a~e a 
part hereof) in and to the proceeds, if any there be, taken by the 

,Committing Parties, their successors or assigns, from the Project 
Properties constituting such Development Block '(as such Project 
Properties exist as of the date of such termination). 

12. Transfer of Interest 

-L--, 

(a) Should any party destre to dispose of part or all of its J, P-I'",,'~ve. d'''~~ ,,;H,c,1" ~.A. .... &l. p-To? ,.,. 71.,~ t interest in this Agreemen~,~such party ,shall advise the other party in ~1~ 
writing of its desire and of the terms and conditions of such desired 
disposition including the consideration in lawful mon~y of the ,United 
States or its equivalent Which it is willing to accept for such interest 
together with all other pertinent terms flnd conditions of such dis po-- ,nd!Jlw,., -H-.~ ''""ry "- Ii- pro¥--h ......... , .. ~ sitionlland the ,facts ISn Which the transfering party ba!l~d it~ calcu-
lations. Within thirty ' (30) days after receipt, of such written notice, 
the other parties shall have the option of acquiring the interest 
proposed to be disposed of on the terms and conditions and for the 
considerati~n proposed. If more than one of the other parties elect to 

-11-
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exercise such option, the acquisition shall be pro-rated according to 

each such other par,d,es' interest in the Project. If the interest 

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

other parties within the time provided, the disposing party shall have 

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

aforementioned thirty-day pe.,.iod tp diliPose of ~~uch in~rest to &fIiIJ tM 
l!.os,......t-t"'-jP .... ..s,..~..,.. l"alutfJl<.,,.., f7...-. At# .... .,.,c.n.nro-o-J n.H-
Ulil~ty OP pa~~es upon substantially the same terms and conditions 

~. 

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

provided, however, that such interest may not be disposed of unt"ess the 

purchaser, concurrently with said sale and purchase, delivers to the J..-
otber parties a written and enforceable assumption by the purchal1.er of A~""""~\ 

)>t A- ~,.", ;.+~~ 
the obligations ' of the disposing party under this 'Agreement'\ provided t 'f~~y' 
f-unbar, ' AoweITer, that if the initial notice given by dis~ to I '\ 

oth.eLParties does Dot identify the prospect:J:ye purchase!' a£ BISch Intet"-

~lIt. the part) to whelll dispasltloQ of suGh lnt-eresl is ili~ed to be 

matJe IIIHSt first ~e apprevaG HI '«lting by other pa~ties, ~al 

shall Bot be nnreasoAGly uithheld. If such interest is not disposed of 

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

parties' prior. to ' any subsequent disposition thereof. 

this 

right of first refusal granted in subparagraph (a) of ' 

all not apply to any interest in this Agreement 

through' merger, 

ration or to a wholly 0 

not be valid unt 

such transaction shall 

notice thereof bas been delivered to .the 

other , togethe-r- with a written and enforceable assumption by 

the obligations of disposing party under this Agree-

mr~t as they relate to the interest so acquired. 

"tf[tl- (c) The 'right of first refusal granted .;n··subparagraph (a) of 

,p.-qt~"" ~ this Section -12's all not apply to any mortg~ge'~/Pledge or hypothecation 

o-;Ir' ~ ;t)' by the disposing all or any portion of its interest in .this 

~~ r }\i~ Agreement and in the t :Properties; but it' is understood that such 

~~ mortgage, pledge or. hypothecat is and shall be made expressly subject 
f' 

;Q/. to this Agreement and made subject 

t 'ion of the security, ' any person 

condition that on any realiza

an interest shall 

deliver to other , parties a written and assumption of the 

as · they relate to .obligations of ' "disposing party 

the inte.rests so aC<luired, and any 

c~on shall not be valid 

delivered to the other parties. 

until written notice thereof has been 

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

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

13. Insurance' 

Operator shall carry or maintain for the benefit and at the 

expense of the Joint Account the insurance coverage set forth in 

Exhibit C attached hereto and[~" made a part :he·ri!of~'';"fl8Jidng.,i.}as.' , . adiifd.'Cina'l 

;~:'::~~$::~":T~~d;-~ti~· :~:s;;S~~~;' .~,~~e;~;-'~L';~7i-tZ7 e, 
.. . . -12-
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14. Term 

Subject;, to the rights of surrender and withdrawal as ~er.ein 

provided and unless sooner terminated or further extended by mutual 

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

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

1~, ~ thereafter until all materials, supplies and equipment have been 

. l' salvaged and disposed of and a final accounting has been made between 

; ~ the partiesO " /1, bf t! ~....J.l~ ~Y.Ie.nsC!.,5 Iv. ~ b.-..n Y'a.I~' ~ 
\( .I G.;"_ ~:;::::n of pro=~:/~~~f:lJ- ~1i7;J;;::;- v-/ 

. Each of the parties shall have the right to take in kind __ 

separately lIlepos ~ its proportionate share of all ores and .minera1s 

produced from the Project Properties ·in such form as the Operating 

Committee deems appropriate and convenient. Any extra expenditures 

incurred .by reason of the taking in kind Q£ sepapeti ~'$poSl(teft by any 

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

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

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

and all £acUities which may be necessary to receive, store and 'dispose 

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

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

sepaptelr dhr: ... of its proportionate share of said ores and minerals, 

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

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

proportiop.ate sha~ W1.th--1;he:-Pr-1or-·wr·1.t.ten-eons.en.t.-of-a . _par~ the 

Operating Committee may ... entel:-into-a ... sa:les-cont:r-ao-t-f-Or-such--par.t.y' s 

pr.oportionate share ' of · ores· and minera1s-.pr:oduced ; .. .. pr.oyided_.t.ha.t . . all 

contracts of sale for any such party's 'share ·of · ores .. ·and miner.a1s_ pr.o

duced shall be only for such reasonable periods ' of time .. as ·a·re·.:.consis-

tent with theminimUin ne~ds-oTthe 'lndustrYUnae-r-the ' c1rcum~t:ance-'bu_tJ" 
in. no event shall any such contract be for a period in excess of' one 

.year. If any party is not taking its share of such ares and minerals . . in l ' 
kind, any proceeds' received by the Project for such party shall be 'l\ 
distributed or accounted. for quarterly to such party; provided, however, I 
that Operator shall be entitled to retain and apply any proceeds of I 
production accruing to any party hereto on any unsatisfied expenses .. Vi 
chargeable ag'ainst such party as herein provided. In case of any ( I 

adverse claim, dispute or question as to the right to receive the pro- \ 

duction or proceeds deliverable to or payable to any party under this .r" 
Agreement, the Op~rat1ng Committee shall not be required .to make 

delivery or payment thereof under this Agreement u~ti1 final disposition 

of such claim, dispute or question and the Operating Co~ttee 'may 

withhold· delivery or payment thereof and, in the case of payments, 

deposit the same in a separate account until the Operating Committee is 

furnished w:l.th . the 0x:igina1 or certif1e~ copies of an in!ltrulllen.t .ci;Lspos-

iug of such claim or dispute or untU delivery to the Operating 

Committee of proof' sufficient in the opinion of the Project's counsel .to 

settle the same, in which event the Operating Committee shall make 
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payment of the amounts so deposited in accordance with the instrument or 

proof so . furnished. All costs incurred by the Project in stockpiling, 

selling or otherwise disposing of production so withheld shall be a 

charge against the Non-Operator Whose right to receive the same has been 

so disputed or questioned. 

16. 

Operator shall pay~for the Joint Account, as the same become 

due and payable, all taxes -l1!vied or assessed against the Project 

Properties and the production therefrom. and against all personal prop-
- . 

erty acquired in operations hereunder including, but not limited to, ad 

valorem, production, severance, sales, use and like taxes; provided that 

the Operating Committee or any of the parties shall have the right to 

contest in the courts or otherwise, the validity or amount of any such 

taxes if it deems the same unlawful, unjust, unequal or excessive and to 

take such other steps or proceedings as it may deem necessary to secure 

a cancellation, reduction. readjustment or equalization· thereof ·before 

the same shall be required to be paid. 

17.. Rentals and Other Obligations 

Operator shall pay from the Joint Account any and all ~ 

~l: and other rentals. if any. which may become due and payable on 

the Project Properties. Operator agrees to follow good and customary 

practices in the 'matter of administrating said payments and to do all ' 

work necessary and ' make' all payments necessary wi thin the time required 

by any instrument under which interests in the Project Properties were 
~, .. ,. 'I.Jtt-

acquired and to do whatever else iSllnecessary to maintain the interests 

of the parties . in the Project Properties and charge the Joint Account 

for the same. 

18; Operator's Lien 

Non-Operators hereby grant to Operator a lien upon their 

respective interests in the Project and the Project Properties and in 

the jointly owned equipment and other property and upon their interests 

\ 

/ 
'1' 

l,": ./ ,J'< 
\ ' I" 
r ~ ,{ 

I )\ 
.} " "",'I 

..!J ,t' <,,~ 
Operator shall have the .i ' \J" r \\ 

in all . production as security for payment of · costs chargeable -to them. 

together with any i!lterest payable thereon. 

right to bring any action at law or in equity to enforce collection of It!? ~J }~ 
\ r 

such indebtedness with or without foreclosure of such lien. In ,)Id~I:L- \ J ;', 
tion, ~po:. defau~t by a Non-~ .... ,:ja-tor in the payment of costs;;}lIfrgea;le I ~ \ ,,/ \/ 

to it, Operator shall have the right to collect and receive f0.om. the ( ;, \ 

purchase9 or ~h ~ thereof the 'p~ocee~s,. such defa tlng t)· ·V 
L ., T ~ f 

Non-:-Operator's ..... share 0 roduction up to)R, amount . .,?wing ;such · J 
Non-Oper~~~r/p'ius interest at ~,:ate of ...... 11'% pe;-ann~ until pa d ( each \,"+'" 
such purchaseD shall be entitled to~y on Operator's - statement con-

/"'/ .... ". .. 
cerning · the existence and amount ' of any such default. 
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19. Change of Operator 

Operator ' may resign from its duties and obligations at any 

time upon written notice of not less than 180 days given to 

Non-Operators. If Operator shall become bankrupt, subject to compliance 

with requirements of Section 12 hereof, it shall cease to be Operator 

wi thout need of ,any' , further action , otheM:b!ln- se1e,£tion, .!>X--6.tlle 'I _ I 0 " 
, , Pr7Jv/. ~ ,£....z;. J,~~ ~)~,I<rt:ff:.-' 

Operating Committ~e ... 9f a successor operator"-"Th~ Operating COmmitte~ " 
.s..J,)!W- H 1-)" "p~#"#r".,.,~,f( 7l> /3 b.doH " ~,,61 

may, at any time/ldischarge the Operatb'r upon no less than, ~~ .I 

days' prior written notice by a vote of the Operating Committee's r~r!~ 
. OAt tF~~~ 

sentatives holding a majority in interest in and to the Proje6~ If any 

Non-Operator shall a~ any time consider that the Operat;o,r is in" default 

of performance of a!1y of its duties and obligations hereunder, such 

Non-Operator shall give the Operator and other Non-Operators written 

notice thereof setting forth in detail the matters wherein default 1.s 

claimed. If, within thirty (30) days from its receipt of such notice, 

Ope~ator does not either correct the matters ,of which complain~ is made 

or show cause why such matters do not constitute a default, then there- ' 

after, by the vote of one or more Non-Operators then owning a majority 

of the interest in the Project, upon a finding of 'such a default of 

Operator and that the default is continuing, remove the Operator and 

select a succe~sbr. ' The <?Iui!rator, upon ceasing to act in such capacity. 

for any reason, shall deliver to its successor the custody of all of the 

assets, records, books and other property, both real and personal, of 

the -PrOject and~hall not aCqUire~, nor consult upon, any mineral prop-
~'- A"~ rI ;>,~ - J -C.. r (l.. '-U"/~f{$ :z. t~H. 

ertles within' a- eta;9,., "~ ~:s tielll tAg eyre bOl dar" of 

the p~gjeet PF9PQrties. The successor Operator shall 'assume the respon

sibilities and duties of, and shall have the rights granted to, the 

Operator pur~uant to ' this Agreement. 

20. Relationship of the Parties 

It is understood and agreed between the parties that, the 

ownership in the Project Properties and the personal property located 

thereon shall be and is as tenants in common, and the liability of the 

parties shall ' be several and not joint or collective. It is not ' the ' 

purpose or intent of this Agreement to create, and same shall never be 

construed as creating, a joint venture, mining partnership, commercial 

partnership or other partnership relation. Each party shall be respon

sible only for its obligations as herein set forth and shall be liable 

for its proportionate share of the , cost of developing and operating the 

Project' Properties. Each of the parties elects to be excluded from the 

application of all of the provisions of Sub-Chapter K of Chapter 1 of 

Subtitle A of the Internal Revenue Code of 1954, and the Operating 

Committee is hereby directed and , hereby agrees to file such elections 

with appropriate partnership returns for the first year in which this 

Agreement is in effect. 
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21. Laws and Regulations and Force Majeure 

(a) This Agreement .shall be subject to all valid and applic

able laws and official rules and regulations; and, in the event this 

Agreement or any of the provisions hereof or the operations contemplated 

hereby are found to be inconsistent with or contrary to any such valid 

laws or official rules or regulations, the latter ' shaii b~ deemed ' to 

control and this Agreement shall be regarded as modiUed accordingly 

and, as so modified, to cont.inue in full force and effect. 

(b) In the event of Operator being rendered unable wholly or ~ 

in part, by force majeure applying to its operations, to ~~rry 0lut its 0 ','" "),1 
-tr""'" t:l.Y.4.{"'\o.t.. ~~ " 

obligations under this Agreement o"tfte'l'-than to make payment(\9f 81119UI\\;S ",'f.~ 

d-lle heretsnder, it is agreed that the obligations of the Operator so far . 

as they are affected by .such force maje~re shall be suspended during the 

continuance of any inability so caused, but for no longer period; and 

such cause shall, so far as possible, be remedie'd "with all reasonable 

dispatch. The term "force majeure," as employed herein, shall mean acts 

of God, strikes', lock-outs or other industrial disturbances, unavoidable 

~ . accidents, uncontrollable delays in transportation, inability to obtain 

necessary materials in open market, any state or federal ' laws, 

regulations or other matters beyond the reasonable control of the 

Operator, whether similar to matters herein specifically enumerated or 

not; provided, however, that performance shall be resumed within a 

reasonable time after such cause has been removed; and provided further 

that the. Operator shall not be required against its will to adjust any 

labor dispute or to question the validity of or to refrain from judici

ally testing the validity of any state or federal order, regulation or 

law. This Agreement shall not terminate While operations hereunder are 

prevented by rea.llon 'of any cause in this subparagraph. 

22. Notices 

For the purpose of receiving notices as required by . this 

Agreement, the parties designate the follow1n~ addre'sses' and ' notices 

shall be deemed given .upon deposit ther.eof in the United States mail, 

certified or registered, postage prepaid: 

If to TEl: 

If to AEK: 

If 'to Operator: 

Tombstone Exploration, Inc. 
1700 Broadway 
New York, New York 10019 

'Austin EX'ploration & Mining Cor'poration 
4500 East Speedway Boulevard, Suite 14 
Tucson, Arizona 85712 

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

which address~s ~y be ch~nged upon written notice given as as above set 

forth. 
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23. Information to Parties; Confid'entiality 

Operator shall keep Non-Operators informed, at reasonable 

intervals, of the progress and results of Project Operations performed 

hereunder. Except as otherwise provided in this Agreement, each party 

agrees that, without written consent of the other party first . granted , 

it wiU treat as confidential and prevent disclosure to any third 

parties of any geological or geophysical or other technical information 

and data relating to the Project Properties or operations undertaken 

pursuant to this Agreement. This obligation shall be a continuing one 

throughout the 'term of 'this Agreement, notwithstanding such party may 

have ceased to be a party to this Agreement before its termination. 

While this Agreement is in effect, no party hereto shall, without the 

express written consent of the other parties, disclose any information 

it may obtain with respect to the results of Project Operations 

conducted hereunder nor issue any press releases concerning the 

Project's operations, except where counsel for such party renders a 

written opinion that such disclosure is requir~d by applicable govern

mental statute or regulation. In such latter event, copies of the 

opinion and the text of the proposed disclosure or release shall be 

furnished to the other parties and at least fifteen (15) days prior to 

such disclosure 01' release. Nothing contained herein shall prohibi-i::. £-

disclosure by a party to c~nsultants .01' advisors e~ployed by such party, 

provided that any such information shall be treated as confidential and 

proprietary by the consultant or advisor so retained. 

24. Termination; Furnishing of Data 

Each party shall, as soon as possible following termination 

pursuant to Section 14 hereof, complete the discharge of all of its 

proportional share of accrued or · outstanding obligations ·to the' other 

parties or to third parties incurred under this Agreement and not pre-

viously met. Any party, . upon termination .and upon discharg~ of. the 

above mentioned obligations, may, if it so chooses, quitclaim to the 

other parties its interest in the Project Properties, or in any portion 

thereof. Upon termination of this Agreement, each of the parties shall 

'--...-. be entitled to aU "information acquired under the Project, including 

copies of all maps ', data and reports which can be reproduced and' which + 
have not th\!retofore been furnished, l",-k p,V\~ OY'f?JrnA./ W'l"'rk y7;ovp6.1-
,,1- O"F~j-pY- 5ho..\\ 1't.-}'>'1J;.;\"\ ~1q prPpa-l-j '1 0 t~N"r 

25. Headings for Convenience Only 

The headings used in this Agreement are for convenience only 

and shall be disregarded in construing this Agreement. 

26. Miscellaneous 

(a) . This Agreement, and all of the provisions hereof, shall 

inure to the benefit of, and be binding upon, not only the parties but 

also their respective successors and permitted assigns. 

(b) Each party agrees to execute such deeds, as~ignments. 

endorsements and other instruments "and evidences of transfers, give such 
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further assurances and perform any acts which are or may become neces- ' ~ 
sary or appropriate to effectuate and carry out this Agreement. ~ 

of parti tion ~ ~ 'J:-
it may have Properties for so long as this ~,t" If-} 

.r' ~~ ~ 

IN WITNESS WHEREOF. the parties hereto have duly executed this 

Agreement effective as of the date first above set forth. 

TOMBSTONE EXPLORATION. INC. 

By _________ _ 

AUSTIN EXPLORATION & MINING CORPORATION 

By ______________ _ 

THis shall serve to acknowledge that SOUTHWESTERN EXPLORATION 
ASSOCIATES, INC. ("SEA'!) as · the initial Opera tor under the preceding 
Operating Agreement. acknowledges that it has read and understands 
the provisions thereof. The execution by SEA shall serve as its 
agreement to serve as Operator pursuant to and in accordance with 
the terms and conditions thereof. 

SOUTHWESTERN EXPLORATION ASSOCIATES. INC. 

DATE: By ________________ _ 
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EXHIBIT A 

ACCOUNTING PROCEDURE 

1. GENERAL PROVISIONS 

A. Definitions 

The terms used in this Exhibit A shall have the meanings assigned 

to them in the Operating Agreement (Agreement) to which this Exhibit 

is attached and of which it ~s made a part. , 

B. Accounting Records 

c. 

Operator shall maintain the accounts and records required by the 

Agreement in accordance with generally accepted 'accounting principles 

consistently applied. inelud~ng such separate accopnts and records as 

£,c: t' I..... 1,' CTV' () r-

are required for any~Development Block. Operator shall not dispose of 

any such records for any calendar year within five (5) years ' of the 

end of such calendar year without the prior written consent of the 

parties. and sba~ny-sueh-reCM'-d~--
-t=easonable add1'tlonai 

pe-r-i.()d-H- s-ped .. f-:Lcal.J.¥--.l;eques.t.ed-..h.~th~e- pal ties dUl'iBg SUG}). 

~:Lve _ (5) , *ea~_perio~ 

Audits 

1. The Operating Committee shall arrange for an annual audit of the 

Project's accounts by an independent public accounting firm acceptable' 

to the parties. The cost of such audit will be' a Project cost. 

2. Each party shall have reasonable access to the accounts and 

records maintained by the Operator and by the Operating Committee for 

transactions relating to the Agreement and. in addition to the annual 

audit provided £or in paragraph 1 above. shall have the right at 

teasonable times during normal business hours ' to audit such accounts 

and records for any period of any calendar year. Each party shall 

al~ have the right to appoint an independent public accounting firm 

acceptable to the other party. which approval shall not be unreason

ably withheld. to perform SQch audit. The party who initiates an 

, audit pursuant to this paragraph shall bear the full expense of such 

audit. • /7 J.. )11 j{""~ --4 J. I/- '" ' );\.....,(!;n,n-o~"tf~ 

3. 
a77C$~ ,.(,y.p....K ro ~":J 1;', 7 ~~.;(.'T'fhb'n~5It. , 

~Ie patties agree that all statemeats approved b, the epe~~~g ~ 

o ei' A' ~ 

be t~\ie aDd correct after twenty-four (24) months fo110 n e end of~ 

, 

, i'Aw-(' 

each calendar year" unl-es-s-wi-t-hi--n=the=s-lIi:d=-tvettty=t'oUr (2'.) :me~ 1'" ~ ~ 

ve-~d any par.t?'=R~tte=Wrlt£en....exce
p.uon-tnlnetO' and=tl1'flell'Fat:

any ,t~me",fed.e~al:t-s,tate".,or=loed:=taF'8u~hor:l:ties-t
ake~pttotFtneiet;o. 

In the event of such an exception. only the excepted item or ,items 

shall remain open for adjustment until resolved by the parties pursuant 

to the Agreement. 
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Qf} f / 
\\' '(0 Z
V 'If 

\ ' C,: '!-, 

D. Accounting Period 

The' accounting period shall be the calendar year. 

CHARGES TO THE JOINT ACCOUNT FOR DEVELOPMENT AND OPERATIONS 

Charges to· the Joint Account shall mean a11 , c~sts pursua~t~t ,trans- .) /1 p 
7",,1, I", 1 ;"""'1 c-'Pst-5 /,;,,,'sAfil' /)"1. '?fl 

actions under this Agreement, including all costs ofJ\pteparatio of the r,),.... /-;.00... 

Agreement to which this EXhibit is attached and costs related to further i ;)7/~ f 
exploration, development, .construction, mining, the concentration and br '~ 
beneficiation 'of production and smelting, refining, or treatment of' such &,-01 /' )", 

production, the loading and transporting of production, weighing, sampling, 

assaying and im~urity penalties, laboratory and testing costs, ' and all 

other operations related thereto conducted according to industry practice, 

including, without limitation, costs such as: 

A. Rentals and Royalties 

B. 

Royalties and rentals and any other amounts due or paid under 

leases or other landholding or land ' acquisition agreements related to 

the Project. 

Travel and Related Expenses 

Travel and related expenses of the members of the Operating 
, I 

r>' -pc " ; " cf.~ltee, i~ >:~::,;Jn~ ,~~t. :~:: ~ork, .. ~f ,~~.~. ~f,er~t!~~~/~~~~:e~ :~ " ' >{' 
• ... ' ). . : ' j .' !./ . /.:> 'o f ,: . ) ' • •• ) . • ... , . / . ' c. . :;ervices -,' ,.( .. : "- "',/(1 ); ' ,A,.-/,,·. ,.,).: / '«7 "'1"t'ht ' .. ,. ~ .:.~ n ';,"" " ., ' .'~,.;' . ' 

1. The cost of contract services (including those of Operator) 

~e++y t-ftll Opll ....... 1l!g4~ including cost of power, light, 

. he.at and effluent disposal, outside consultants', attorneys' and 

auditors' fees and travel and related expenses (except for special 

auditsyPerfo~ed or requested independently by any party). 
p' I ~f'J $C.fllfD>-S 

2. Charges for conSUlting services provided by either of the parties 

at the specific request of the Operating Committee; provided that the 

parties agree to the nature and cost of ' the consulting services prior 

to anY charges ' to the Project therefor. 

D. Taxes 

All taxes of every kind and nature assessed or levied upon or in 

conne~tion with any activity or transaction which Operator is obligated to 

pay under the Agreement. 

E. Other 

1. Cost of maintaining· and protecting the Project assets· during any 

periods of no activity. 

2. Other costs which are not specifically mentioned in this Section 

II but which are incurred by the Operating Committee or the Opera~~r 

in accordance with the terms of the 'Agreement and are necessary and 

proper for the conduct of work under the Agreement. 
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EXHIBIT B 

"NET PROFITS INTEREST" 

The term "Net Profits Interest" as used , in the Operating Agreement to which 

this Exhibit is attached shall mean the share of net pr ofits from the operation 

of the subject premises retained and reserved by a party pursuant to subparagraph ~ , 

(c) of Section 11 thereof. Net profits for any calendar month shall be de'termined \" r:-' 
by deducting from gross revenues all costs and expenses incurred in' connection,. . .Y.~~ ,t .. 

~ Ii' .\ 
with or attributable to the exploration, development and exploitation of the ~,~ 

/ f'.· subject premises. 'Gross revenues' shall mean the gross receipts . from the sales ;; ~ 

of the products resulting from the exploitation of the subj ect premises.J Costs \' / 

and expenses in connection with or attributable to the exploration. development 

and exploitation of the subject premises' shall. mean all those costs and expenses 

incurred by the non-withdrawing party in the exploration, development and exploi

tation of the subject premises from and after the date on which the withdrawing 
/ . . 

party acquires its Net Profits Interest~' Such costs and expenses shall include, 

but not be limited to, the costs and expenses of exp~~j:~~ d~:r~i~~.:~1;~n~d 
milling, smelting, ·refining; administrative overhead, rreigl1t, insurance and 

marketing the products. resulting from the exploration, ' devei~pm~ntand eXp"toita-

tion of the subject premises; all royalties. rental payments. taxes (other than 

"--- taxes on income) and property payments resulting therefrom; the costs o'f all 

' -' 

buildings • . structures •. machinery· and equipment; and in the event of plant or 

mine expansion involving construction or replacement of buildings, machinery, 

structures and ·equipment. the cost of all such items. )Interest charges incurred - - -------_._---------------_._._-
by the non-withdrawing party in financing its operations on t~e subject premises 

t be chargeable in determining net profits.l'Net proflts ' forllnyca!endar 

month as determined above • . shall be reduced by the costs and expenses of any 

prior calendar month or months which previously have not been r ecovered from 

.'-../ gross revenues of such prior calendar month or months. Accounting for gross 

revenues and .cos·ts . and expenses shall be on the accrual basis and in accordance 

with generally accepted accounting principles. 
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EXHIBIT C 

. SCHEDULE.OF INSURANCE COVERAGE 

Operator shall carry or provide for the benefit of the joint 

account of the parties the types and amounts of Insurance as are 

shown below. 

( 1) Workmen'S Compensation Insurance to cover full liability 
under the Workmen'S Compensation Law of the State of 
Arizona. 

(2) Employer's Liability Insurance with a limit of not less 
than $ for accidental injuries or deaths of 
one or more employees as a result of one accident. 

(3) Comprehensive General Liability Insurance with limits 
of not less than $ Combined Single Limit 
Per Occurrence for both Bodily Injury and Property 
Damage. 

, (4) Automobile Public Liability Insurance with limits of not 
less than $ . Combined Single Limit Per 
Occurrence for both Bodily Injury and Property Damage . 

. The premiums paid for all such Insurance shall be charged . as 

operation expense; provided. however, the premiums for Automobile 

Insurance on cars and. trucks of Operator used for operations he'reunder 

may be included In a flat rate mileage charge, in which event such 

premiums shall not be separately billed. No Insurance, other than, that 

shown above. shall be carried for the benefit of the joint account except 

by mutual consent of the parties. 



THIS' AGREEMENT. dated this '7th, day of ~ebruary. 1979. by and between 

~BSTONE DEVELOPMENT COMPANY. a~ Arizona Corporation. hereinafter referred 

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

'ining ~orporation. hereinafter referred to as "Le$see". 
"-) 

RECITALS 

Leassors are the owners of certa~n groups of patented and unpatented 

~o~e mining claims. ' referred to herein as "Leased Claims"~ all o'f which 

are situated in Cochise County. Arizona. Mineral Surv~y nUmbers ,of Which. 

and the book and page' of the recording in the office of the Recorder of 

Cochise £ounty', Arizona, are more particularly described in Appendix :"A" ' 

attached hereto. 

Lessee desires to obtain from Lessor a mining lease, cov,eJ;'i(lg th~ 

loeased Claims. described in Appendix "A". and Lessor desires to grant to 

\....; 
Lessee such mining lease. on the terms hereinafter set forth: 

NOW, THEREFORE. in conside~ation ~f the'mutual covenants and agreements 
, , 

of the parties herein. and other valuable consideration. Lessor hereby 

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

th:a t certain land refez:red to' herein as the '''Leased Claims". 

1. PURPOSE: Thi~ lease i~' made for ' the sole pur'po'se of examining. 

\...J.earching and testing, .f~r openin~ , ,and opera,t~ng mines. of • . a~d extracting. 

producing. treating. sellin,g and shipping ' 'any and all minerals con·tained 

therein. Lessor also leas'es to Lessee, the necessary rights of way~ ' 

' ''-_.i!asements and wate~ rights. in connection With the leased claims; so as to 

facilitate exploration and development thereof • . The parties hereto ,agree 

that , ,~Ll.1 surface and water rights shall be Tetained by Lessor, but that the 

"_)retention of' those , surface and water rights shall not unreasonably interfere with 

the exploration or mining and associated activities conducted by Lessee. Also. 

oil and gas rights are retained by Lessor. 



2. ~ The term of this lease shall be for the initial period of one(1.) 

year from the date hereof, and as long thereafter as valuable ~1neral 1s produced 

~rom said land in commercial quantities and so long as royalties are paid to 

'!:essors, provided, however, that all of the terms and conditions hereof are 

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

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

from the ,leased claims, as a percentage of their market value after ~eing 
• sir.le~b Ie , " 

duced to a marketable concentrate o,r other:::. -~ ,,; "I , mineral!!, and' payab,le 
'-- ' ~' :::u- .:ov<.rB/J.. ' , ' 

by a refinery of mutual 'choice on a basis of; ~.Of the net smelter return. 

The proceedes of the refinery 'can be takim in kind by the parties subject' 

to this agreement. Lessee agrees that it shall not unreasonaly stockpile 

ore for any 'excessive period of time after active and, substantial pro~uction 

from the leased claims has commenced, and in no event, shall Lessee ' stockpile 

ore for more than, 'six months after production has commenced. 

',--" The royalty payable out' of production for ores or concentrates sold from 

the leased claim~ are payable in yary~ng percentages with the different 

percentages relating to different average gross value per ton of ore or 

concentrate produced and sold from the leased claims during each month. 

The average gross value of ore produced and sold from the leased claims 

over the period of each month 8hall~.be determined by dividing the net 

'alter returns 'as defined 'by 3(A) recieved for such ore produced by the 
.'-.-.... 

number of tons mined and shipped during the month. The' ,-royalties are 

payable as follows: 

(a) Subject to the provisions of this paragraph, Lessor shall be paid 

a limited royalty out of production, payable in varying percentages. Each 

different percentage shall be derived froID the ave.rage gross v.it.1ue ,per ,ton' of 

"-....-e, or concentrate mined and shipped froID the leased claims, listed as follows; 

-2-
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For any month in which the average ,gross value per ton of ore computed 

is less than $15.00 per .ton, the royalty will be five(57.) percent of the 

~n~t smelter returns fro~ mineral produced from the leased ~laims; 
For any. month in which the average gross value per ton of ore computed 

4S from $15.00 to· $20.00 ·per. ton, the royalty ·will be 6 ·pe'rcent ·of. the net 
1........1 . 

smelter returns from mineral produced from the leased claims; 

For any month ~n wh~ch ,the averag~ gross. value per · ton .of .ore figure 

• $20.00 per ton or ' more, ·but less than ·$25.00 per ton, th~ roy~lty will ~ . 
. be 'eight( 87.) percent of the net smelter returns fr.om mineral produce,d 

from .the leased claims; 

For any month in which the average gross value per ton of ore fig~re 

is. $25.·00 per . . ton or more, but less than · $40.00 p~r ton, the royalty will 

be nine (97.) percent of the net smelter returns from mineral produced · 

from the leased claims; .. 

'\,./' For any month in which the average .gross value per ton of ore , figure 

is $40 . 00 per ton or more, but less than $80,00 per ton, the royalty ~ll 

be ten (107.) percent of the · net smelter returns from mineral produced from 
the leased claims; 

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

is $80.00 per ,ton or more, but less than $100.00 pe~ ton, the royalty 

.,11 be twelve (127.) .percent of the net' smelter returns from mineral· ,. 

produced from the leased claims; 

For any month in which the ·average gross value per ton of ore figure 

, $100.00 per ton or more, but less than .$150.00 per ton, . t~e . roy~lty. will. \..-.' 

be fifteen (157.) percent of the net smelter returns from mineral produced 
fro~ the leased claims; 

For any month in which the average gross value per ton of ore figure 
is more than $150.00 per ton, the royalty wi~l be twenty (207-) percent 

of the net smelter returns from mineral produced from the leased claims. 
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Definition of Net Smelter Income: The terlll net smelter return' is understood -by 

the parties to mean the amount recieved from the smelter after deducting actual 

'-....,i:'eight for ore concentrate haulage from the mill to the smelter. For ores, 

minerals or metals not ' sent to · t.he smelter, the lessee ' may ded.uct the . actual.. ' 

cost of ·direct . labor ·and materials for processing, but 'such cost deducted will 

~~t'exceed ' lO'i of the average gr~ss value per ton of ore ' for that month. For 

example: If the ave~age gross . value of ore mined durlng a one month period 

ts $50'.0'0' per ton, the maximum deducti~n for direct'processing co~~ wil~ ' be 
, ' 

'-(O'h or $5.00 p~~ ton. The royalty would be paid' on' $45.0'0' per ton. 

The royalty percentage fihall apply to all minerat and will be based on all 

monies recieved or the market value of all ore, metals, minerals, and non-

metallic minerals removed from the property. 

(b) .. Notwithstand1ng the above sub-paragraph, 'there shall be ' a 

miriimum monthly royalty payable to Lessors o.f $7,50'0' starting May I, 

.\."..., 1~79 and payable, on the ,first ',day of each' month thereof. 

(c> Notwithstand~ng said sub-paragraphs (a> and (b), there 'shall 

be an advance minimum roy'alty payable to Lessor equal to a sum of money 

of $6,00'0'.0'0', payable by Leuee', upon the execution of this agreement • 

. (d) The amount by Which the minimum monthly royalty, or the 

advance minimum roy'alty, 'provided . for in sub-paragraphs (b) and (c) 

herein, paid for any .. calendar 'month dur'ing the term of this lease, 

exceeds the royalty out of production for such month,' may ' be recove~ed 

by Lessee out of, and credited against, the royalty out of production 

due for any succeeding month or months thereafter, during the" term 

of this ,agreem·ent. 
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4. OPERATiON OF MINE: Lessee agrees to work said land in the manner 

'cessary to good and economic mining. so as to bring ' about maximum and 
\.......-

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

preservation , of said pr,emises as a workable mine~ Lessee agrees to perform 

'--.- ::nt;inuousl, ' ancCdiligently in good faith. in an active and substant1al way., 

development in'mining work upon the said leessed claims directed towa~d the 

discovery and production of minerals o~ ' ore therefrom. The equipment and 

',,_ .c~inery ~rought onto the leased claims by Lessee is and shall remain 'the 

per'sonal 'property of lessee. with ' the exception of any building constructed 

by Lessee. and title , thereto shall not vest in Lessor by operation of law. 

AppendiJe; "B" is an invent9ry of equipment. buildings. and other property 

owned by Lessor. which the Lessee will take care of and may 'use for' an 

operation on the leased '·clalms. The obligation of Lessee set' forth in 

"his paragraph shall be suspended only while Lessee's compliance is :", .. j , . 
prevented by the elements. accidents. strike. lockouts. riot's. delays in 

transportati~n. inability to s'ecure materials in ' the open market. or 

,interference by govermental action. or by any other ,causes beyond the 

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

specifically mentioned. Lessee agrees to furnish at its oWn ·c6st. any 

and all environmental impact studies ' required by an~ governmental authority 

'-..-) a result .of it;s undertaking the .exploration. development ,'and .. mining 

operation contemplated~y this agreement. Lessee agrees to honor any and 

a~l contractual.~bligation undertaken by Lessor relating to the sale of 

\_,.1ter or' surface use of the herein leased claims. so' long as those said 

obligations dO , no-t inte.rfere with the exploration. development, mining, 

or similar activity on the leased claims by Lessee. Lessee hereby 

~ecogni~es that Lessor intends to develop up to· 200 acres of , the sur~ace 

of certain claims situated in the immediate vicinity of the townsite of 

Tombstone. Those said claims consist of the Content. Cocopab, . North 'Point. 

Con,tentment, E~pire, Tranquil, ' Silver Belt, Silver Thread, Contention, 

New Year, Cincinnati. Head Center. Yellow Jacke,t and Flora i:{orrisson claims. 

Lessor agrees that the said development of the surface on the hereinabove mentioned 

claims shall not interfere with activities of Lessee contemplated by this ' lease. 
~otw1 thstanding,. with activIties of Lessee, . any development of the surface of . 

the above mentioned leased claims, Lessor further agrees . that .,Lessee ,sh'l-ll, have 

2ccess on or across the above mentioned claims so as not to interfere with the 
V 
- exploration, development, mining, or associated activities of Lesse,e .. c~nte~lated 
by this lea,se. on those above named claims. :rs:.-t:l>&Ia-~s9a-;.:u.:-.lJ::6:"~ 

, ' 

IL-_______________________________ __ 



H~wever lessee will continue to have all rights for mineral exploration, 

,development and mining 40 feet or more below the surface. · 

\.... . 5. REPORTING: Lessee agrees that it 'will provide Lessor with a report 

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

'- to the Lessor, in writing, ' indicating 'the following: 

. (a)" The number of tons of waste and ore mined. 

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

(c) The number 'of tons . processed for'Which 'royalty is payable 

pursuant to this lease through mi,lls,' smelting, or reduction plants ' 

used to process said o~es. 

(d) Th~ value of all minerals sold or otherwise disposed of 

from ores subject to royalty pa)'lllents pursuant . to this lease. 

The above referenced statement and reports are to be accompanied by .a 

draft payable to the Lessor. If no .royalty out of production is due for any 

~-Aonthly period hereof, t~en a report containing all of the pertinent details 

above required, shall be submitted to Lessor with a. statement to the effect 

that there ie no royalty out of production due for the preceding month, 

In addition to the above, weekly progress reports will be sent to 

'the Lessor, as well as all data generated relating to the leased claims. 
\ 

6. ADDITIONAL REPORTS AND 'ACCESS: Lessee shall keep a -full "set of ' 

accounts andrecords, and shall allow Lessor, o~ its agents .anci , emplC?yees ,,-. 
to examine them from time to time. Lessee wili allow lessor to enter upon 

said premises, and in'to any workings, mills, or reduction works thereon, 

I .. ---
.,r wherever said 'ore m~y ,be worked or reduced', for the p~rpose of inspect.1on 

to ascertain whether the ter~s and conditions of this lease are being promptly 

carried out ' and to ' take samples'and to make tests and measurements, and to 

lffix notices. Lessee shall provide to Less~r ', its agents and employees, copies \ ... / 
of assay reports, ' drillhole logs, and any and all other data assembled which 

could be used as an aid in determining the location, .quaniity, ' and quality of 

any and all deposits on said land. All inspections shall be made at reasonable 

intervals, and shall be at the sole cost of, and risk of Lessor. 

L 
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7. ~: Le;sor shall pay all ad valorem and . similar proper~y taxes 

' .awfully levied 0'; ,'assessed during the term of this agreement against the 
,"--' ~ 

property, or any' improvements .thereto, but upon the' receipt of a statement 

therefor from Lessor, Lessee shall reimburse Lessor for any such taxes paid 

,,--) y Les~or. In 'addi.tion to the foregoing, 'Lessee shall pay all ·other · t~?te·s · 

imposed by reason of Lessee's operat~on and improvements upon the property. 

Lessee shall pay any such taxes on installment 'basis upon . rec~~v1~g notice 
, , , 

'-- :rom Lessor that such ,in'stallmen,t payment of the' sai!1 taxe,s 1s due. Lessee 

agrees to pay any such taxes before they become delinquent. Lessee shall not 

be liable for the payment'of'any tax assessment imposed by ,any city, county" 

state, federal or other law or ordinance, on the incQme of Lessor hereunder, 

or ~he interest reserved by Lessor thereunder or upon a ' transfer or passing 

by death or gift, of any interest of Lessor or for any similar tax. Lessee ---' 
, further agrees to do all other , things necess'ary and req·uire,d by federal" 
\./ 

sta·te and local laws and ' regulations to protect and ,defend and maintain 

Lessor's title to the leased claims, so that title wi,ll be as good as at 

the time of the execution '6f this agreement. A Perfor.nance 'Bond refered 

to in paragraph 12 will also cover tax payments. 

8. WARRANTY: Lessor represents and' warrants that it· is the owner of 

the leased patented claims and', the , rights to unpatented claims, free 6f 

~all claims, 11ems and encumbrances, 'and ' that Lessor has the exclusive poss-

' ession ,of the leased claims, except for approximately two acres leased to 

the United , States Departmen~ of Agriculture for surface and except to the 

\...:- ' extent that the United' States Go:vern,uent holds title to unpatented claims. 

'Also, Lessor may lease the "Vizina Mine Tour" provided the Lessor assulJies 

all 'responsibility and liability for the tour enterprise. 

l ' . ..... 
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9. BANKRUPCY: In case Lessee shall be adjudged a bankrupt by either 

' voluntary or involuntary proceedings, Lesspr may, at its option, ' terminate 
.,-,-

this lease by written notice. After termination by notice, Lessor may 

re-enter the leased claims and take exclusive possession. Upon ~exerc1se 

~ ')f :th.e option to terminate, the estate and rights 1n the herein leased claims 

of Lessee, and any person claiming through the Lessee. by act of the parties 

or operation of 'law, sh~il 1mmed1at~ly terminate. 

10. IMPRoVEMENTS: Lessee may construct, reconstruct" demolish. remove, 

maintain, and use such roads, ditches, ponds, buildings, fixtures, machinery,' 

pumps; PVC pipe, !Dine dU1Dps, pad, heap. and headframes on, through and upon 

said leased clai~s, ~ as !Day be necessary in carrying on !Dining operations 

during the term of this lease. ' At the termination hereof, Lessee !Day 

reruove all personal property,' !Dachinery, tools, .appliances, supplies, 

pumps, pipe, and . equipment on said leased claims ' by Lessee; except shaft 
\..-/ 

timberIng and linings, any underground ~uppor.tsi rails ', electric:, water, or 

steam or airline pIpes, provided no default shall at such time exist with 

\respect to any payments or rental's, or in respect to any covenants, agree-

m~nts, or conditions to be k~pt and perfor~ed by Lessee; ' provided that all 

machinery,. tools, appliances and buildings, and all pe~.scmal property 

remaining pn said premises sixty (60) days after the termination' (by' notice 

"---.or otherwise) of this . lease', shall"be held to ha~e become the property of 

Lessor ~nd sball n9t .be re~oved therefrom by Lessee • . Lessee~agrees .to 

perform all environmental restorations on the claims required by any govern~ 

,--.. mental authority at its sole cost and expense. 

Lessee will obtain approva~ from Lessor on the site and type of building 

constructed either for a plant and laboratory facility or ' a'building for 

~another lessee to enable use of the present 71 Minerals plant. 
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11. HOLD HARMLESS: Lessee agrees to release and to inde.mnify and hold 

harmless Lessor, and any corporation wholly or in part affiliated with, owned 

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

liabilities, costs and expenses for losses, or damage to, .all property 

~hatsoever a~d injuries to, or death of, all persons whomsoever, arisin~ 

'--.,' . 
out of', or in any way connected with, the use and' occupation of the leased 

premises or exercise of the rights he~eunder. Lessee agrees to comply with 

~ll such regulations promulgated. by the responsible governmental ' agencies 
.',-. ' . ' 

in carrying' out the activities .contemplated by .this lease, and to fence 

all .open shafts, pits, ·etc., which exist upon the claims according to the 

. requirements of the State .Min.e Inspector.. 

12. .~: Lessee agrees to pay in full, all persons who perform labor 

or services 'on, fur~ish materials, joined or affixed to, " or 'provide equipment 

for, said leased claims, at Lessee's instance or request. Lessor shall not 

~ermit or suffer lien~.of any kind or nature to be enforced against . said 

leased claims for s'~ch labor, services, .materials, or equipment. Lesl;or 

shall have the right to pay any amount required to release any such lien, 

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

ered therein, and lessee 'shall be liable to Lessor for all costs, .. damsges and 

re asonable attorney's fees, and a~y amounts expended in defending any 

proceedings 

"---
or payment· of :any kind of said liens or any jud.gments : obt'ained 

. . 
therefor. Lessee ,shou14 also provide a bond in the amount of $159;OOO~OO 

on payment of labor and materials on the property with the cost of the bond 

tob~ paid by the lessee~ 
\... . . 

13 • . ASSIGNMENT: This lease shall i~ure to the benefit of and be binding 

upon the resp'ective heirs, . administra tors '. executors, successors and assigns 

of th~ p.arties hereto. Upon such assignment all references herein to "Lessee" 
'---" . 

or ".Lessor" shall .be. deem~d to refer to such succeeding. hei.rs, admitJistrators, 

executors, successors and assigns of such alienating party. 
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14. TERMINATION: After an exploration/development expenditure of $200,000, 
and an equivaletat of lZ "months advanced minimum royalties($90,000) ,~'1liJ. ,'!:f I.\

~Lessee shall have the right in its sole and exclusive discretion, to terminate 

"'- this lease upon giving thirty (30) days written notice of termination to Lessor. 

Upon giving such not~ ,ce ' of termination, Lessee shall be liable '(italy for the 

..,ayment of the minimum royalty or royalty out o,f production due for the thirty 
\....-. 

day period next fol~owing t~e date the notice of termination was given. Lessor 

can terminate this lease if the advanced minimum royalty is ~ot sent by 

'ertified mail on the first day of every month, starting ~y 1, 1979, or 

if the Lessee is ~n default in regard to any other of the provisions of 

Paragraphs (3), (7) or (17) of this lease. Lessor shall give formal, 

written and detailed notice of the existance of same to Lessee. If Lessee 

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

formal, written and detailed notice 'of default, Lessor can terminate the 

herein lease. 

15. INSU~: Lessee agrees to, maintain and keep in force at all 

times, a policy of liability insurance protecting Lessee and Lessor from 

personal and property liability that may be incurred on said leased , claims 

in the amount of $Z,OOO,OOO.OO. Lessee further agrees to maintain and 

keep in force at all times, workmens compensation insurance and to furnish ' 

certificates of insurance and copies of the Insurance policies to the Lessor. 
Lessor will be named as Additiona,.l Ins,ured. o?1v7:!.~ , 

, 16. liQ:!!ill: Any and all noti'ces' required hereunder, or permitted to 

be given by either p,arty , to the other, shall be considered to have been 

delivered at the expiration of 'seventy-two (72) ,hours following deposit in 

the, United States Mail, ;nth registered or certified p,ostage prepa,id 
"'. ' 

thereon, and addressed: 

(a) If to Lessor: To: 

' \ 

\.......-

(b) If to Lessee: To: 

Tombstone Development 'Company 
c/o William Hight 
18Z4 North Broadwell 
Grand Island, Nebrasks (68801) 

Tombstone Exploration, Inc. 
'c/o Thomas. H. Schl,oss 

The Austin Exploration ,& Mining Corporation 
c/o James A. Briscoe " 
4500 E. Speedway 
Sui te II 14 
Tucson, Arizona (8571Z) 

Either of the parties maY" c;:hange the location to which required notices to it 

'-..:.hall be addressed, upon ten (10) days written notice to the other party. 
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17. ASSESSMENT WORK: ~ssee agrees to perform all necessary assessment 

work required' by federal and state laws for the continuing validity of al~ 

~ining cl~lms . subject to this lease. Lessee further agree's to do all other 
• 

things necessary and required by federal, state, and local laws an~ . 

regulations to protect, d~fend ancI" maintain, Les'sor's ·title · to the above 
"-

. ~" 

referenced claims in e~fect on Fe~ruary 7, 1979, so that title will be. 

as good as at the time of the execution of this agreement. If conflicts 

exist on t~e 18 unpatented claims, Lessee will do everything possible to 

.validate the claims. 

18. FIRST. RIGlIT ·OF REFUSAL: It is agreed to by and between the parties 

hereto that Lessee . shall b~ ' given the first right of ref~sal ' to buy the 

interest of Lessor, should Lessor .entertain to sell' its interest herein, 

or the ' leased claims . For the purpose o~ this paragraph, I:e s'see has the 

first right of refusal to buy. the leased claims ~t the same price as set 

'forth ' in any bona .fide of~er in writing; acceptable 'to Lessor, given by any 

indiv·idual or compan·y. Les'sor shall, at its own exclusive discretion, 

determine what collateral, guarantes, or other evidenc~s of.Lessee's 

ability to purchase the said interest of Lessor herein, ~or the leased claims, 

are to be provided by Lessee. 

19. MISCELLANEOUS: This agreement constitutes the entire understanding 

of the parties hereto with respect to the subject matter her.eof, and supersedes 
'-

all prior agreeme~ts of the part;ies. hereto with respect: to the subject. m~t.ter 

hereof, and may not be waived, amended or modified in any manner except in 

\.... writin'g and signed 'by the party to be charged . Representations, warranties 

and agreements of the parties hereto, herein contained , regardless of any 

disclosure made to, or any' investigation made by or on behalf of any 'par ty 

~ not making 'such representations, warranties and agreements , shall surviye 

the execution and delivery of this agreement. This agreement! a~d 'such 

representations, warranties and agreements, shall be binding upon, inure to 

the benifit of, and be enforceable, by and against the heirs , successors, 

or assign of each of the' parties hereto. 
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This Agre'ement may be recoo;ded 'er registered wi th tire , Clerk, Recerder er 

or in any appreprla~e office of the United States Gevernment, or anyWhere 
. e ' • 

, ilar officer ef the cQunty er counties ef which thes'e "claims are lecated. 
\...:.r ' ' • . " . ,. 

else Lessee deems apprOPFiate in order to. protect its interests hereunder. 

~ ,s agl;'eement , may 'be executed in any number ef counterparts, which 

tegether Yi~l censtitute one and the same·agreeme~t. 

IN WITNESS WHEREOF" the Farties hereto. have executed this agreement 

~ .. ' ·o.f the date ,and year f:irst abo.ve, Yr.i tten. 

Lessor: 
TOMBSTONE DEVELOPMENT OOMPANY 

Lessee: 
TOMBSTONE EXPLORATION, INC. 

By~/I. '~' 
Themas H. Schiess 

" 

STIN EXPLORATION & MINING ~ORP • 

, 
'--

, \ . ....: 

..... 
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Claim Name 

North Point 
Cocopah 
Silver Belt 
Empire 
Hawkeye 

~. Little Wonder 
Way Up 
Goodenough 
Gilded Age 
Vigina 
Poor X 
Survey 
Toughnut 
SW Ext. Toughnut 
Fortuna 
Tranquillity 
Protectors 
Contentment 
Content 
Cinncinatt1 
Houghton 
Defense 
Surveyor 
Westside 
Sulphuret 
Mayflower 
Alta 
San Rafael 
Ninety Nine 
Last Chance /12 
Boss 
Herald 
Tribute 
Eastside 
Blue Monday 
Eastside No.2 
Old Guard 
Lucky Cuss 
COD 
Lucky Sure 
McCann 
Owl's Last Hoot 
Owl's Nest 
Escondido 
Wedge 
Black Hawk 
Oregon 
Prompter 
Contact 

Appendix A 

TOMBSTONE DEVELOPMENT COMPANY CLAIMS 

Designation 

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

D-16 
D-6 
D-5 
D- .1,5 
D-10 
D-12 
D-13 
D-11 

' D-4 
D-14 
E-.5 
E-7 
E-3 
E-8 
F-36 
D-2 
D-27 
D-17 
D-25 
D-23 
H-1 
F-28 
D-24 
D-8 
D-1 
D-22 
b-19/F-39 
F-6 
D~18/F:"'38 
F-7 
D-26/F-2 
F-16 

'. F-5 
F-1 
F-19 
F-23 
F-24 
F-10 
F-33 
F-4 
C-2 
F-25 
C-1 



,. ,TDC Claims 

Claim Name 

Florodoro 
Antelope 

\..J' Shoo Fly 
Verde 
Mexicana 
Extacy 
Shorty 
Emerald So. Mine 

''--. Emerald 
Hidden Treasure 
Revenue 
Telephone 
Grand Dipper 
Rattlesnake 

'-- Mammoth 
Bunker Hill 
Lit tl e ' Comet 
Big Comet 
Miner's Dream 
Sidney 
So. Ext. Central 
Southern Belle , 
Buffalo 
Naumkeag 
Moonlight 
Grand Central 
Illinois 

\... Michigan 

\.....--

Flora Morrison 
Head Center 
Yellow Jacket 
Contention 
New Year 
Cornell 

'.'." ,:. 

S.E.A. 
' Page 2 

Designation 

F-12 
C-5 
C-5 
C-9 
F-18 
F-11 
F-29 
F-9 
F-8 
F-f5 
F-27 
F-32 
F- 1-4 
F-26 
F-19 
F-3 " 
C-4 
C-4 
C-4 
F-31 
F""30 
F-37 
F-34 
F-21 
F-20 
F-13 
F-37 
F-37 
F-41 , 
D-21 
D-21 
D-20/F-20 
F-22 
F-35 
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APR 2 5 1979 

OPERATING AGREEMENT 

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

1979, by and between: TOMBSTONE EXPLORATION I~C., a Delaware corpora

tion qualified to .do business in the State of Arizona ('ITEItI), and 

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

'-/ both of which parties are hereinafter sometimes collectively referred to 

as the "parties." The ·parties have agreed that Southwestern Exploration 

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

hereinafter defined) and the execution of this Agreement by SEA shall 

serve, as its agreement so to act pursuant to the terms and conditions of 

this 'Agreement and subject to the rights and obligations afforded 

"Operator" ,hereunder. 

WIT N E SSE T H: 

WHEREAS, the parties own, or intend to acquire, as tenants in 

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

ented mining claima owned by Tombstone Development Company ("TDC") all 
, . 

as more ' particularly described and defined in Section 1 as the "Initial 

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

acquisition, exploration, development and mining of any or all of the 

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

and encompassing ,.the Initial Property Interests and other areas within 

the Tombstone Mining District, Cochise County, Arizona; 

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

mutual covenants herein contained, the parties agree as follows: 

1. Definitions 

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

meanings assigned to them in this Section 1: 

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

hereinafter provided and any successor Operator appointed hereunder. 

(b) ''Non-Operators'' shall mean TEl and AEM, together with 

their respective successors and assigns • . 



"-, 

__ , 

(c) "Area of Interest" shall mean the following described 
area in Cochise County, Arizona: 

(i) approximately 85 patented and 18 unpatented , lode 
mining claims owned by TDC to be leased to one or more of the 
parties, a more particular 'description of which claims is set forth 
in that certain "Preliminary Draft of , Lease Agreement" dated 

' February 7, 1979, copies of which have been furnished to and 
examined by the parties hereto; 

(i;1) any additional mining claims, mineral interests or 
mineral properties leased, optioned, located or otherwise acquired 
by or on behalf of the parties, or either of them, or by or on 
behalf of the "Project," and which may be a part of, or an offset 
of, any mineralized deposits contained wi thin properties leased 
from TDC, including without limitation the claims or areas known as 
the' Tombstone Extension, Tombstone Mineral Reserve and the State of 
Maine areas (it 'being understood that claims and propert:l:es 'Within ' 
the State of Maine area are owned principally by the Escapule 
family and that the Project may find it to its advantage to enter 
into some type of a joint venture with the Escapules); and 

(iii) any potential porphyry copper targets in the Seth 
Horn and Robbers Roost areas leased, optioned, located " or" othe'rwtse ' 
acquired by or on behalf of the parties, or either of them, or by 
or on behalf of the "Project"; 

less any portions thereof as may, from time to time, be deleted there
from pursuant to the surrender provisions of Section 8 below. 

, (d) "Initial Property Interests" shall mean the leasehold 
interest of , "Lessee" created under that certain Lease Agreement dated 
________ , 1979, by and between TDC (as "Lessor")' , and _____ _ 

(as "Lessee") a Memorandum of which ,is or', 
will be placed of record in the offi~e of the Cochise County Recorder. 

(e) "Project" shall mean the joint program of acquisition, 
exploration, development and mining undertaken by the parties pursuant 
to this Agreement. 

(f) , "Project Operations" shall mean all , of ·the operations . 
conducted for the parties by Operator under the provisions of this 
Agreement. 

(g) "Project Properties" shall mean any lands or interests in 
lands (including the Initial Property Interests) now owned or hereafter 
acquired by any of the parties hereto within the Area , of Interest less 
any such lands or interests therein as may" from time' to time, be 
deleted therefrom pursuant to the surrender provisions of Section 8 
below. 

(h) "Operating Committee" shall mean the committee provided 
in Section 5 comi'isting of representatives of each of the parties. 

(i) "Plan" or "Plans" shall mean a plan or plans adopted by 
the p~rti~s p~rsuant to the provisions of Section 4. 

(j) "Exploration" or "Exploration Operations" , .. when ' used 
herein shall refer to the activity or work of prospecting and searching 
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for ores and minerals on, in or under the Project Properties and drill

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

gain knowledge of the ·size, · shape, pos~tion . and characteristics to 

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

~ formed outside a Devel~pment Block • 

. (It) "Development" or "Development Operatio~s" when used 

herein shall mean any and all operations conducted on or in connection 

with a Development Block. 

'----' (1) "Development Block" shaH 1)lean such port.io~s o~ the 

· Project Properties so designated as hereinafter provided after determi

nation has been made that minerals are present therein of sufficient 

·quantity and quality to warrant development • . 

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

have elected to participate in the costs incurred in any operation 

conducted pursuant .to an effective Plan. 

(n) "Non-Committing Party" shall . mean the .party or par~ies 

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

~ tion conducted pursuant to an effective Plan. 

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

maintained for the parties by the Operator for the purpose of acc·ounting 

for and apportioning contributions, costs and credits with respect to 

the Pr.ojec.t and Project Operations. 

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

cedure attached hereto as Exhibit A. 

2. Title Examination and Loss of Leasehold or Interest 

If for any reason title to the Initial Property .. Int.eres~s .o.r . 

any interests hereafter acquired fail or are lost in whole or in part, 

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

the parties in proportion to their interests owneg in the Project. 

3. Interest of the Parties 

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

of this Agreement, the following undivided interests in the Project and 

in and to the Project Properties: 

Party 

AEH 
TEl 

Undivided Interest 

70% 

30% 

(b) Unless this Agreement sooner terminates pursuant to the 

provisions of Section 24 below, the undivided interes·t of TEl in and to 

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

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

to the following schedule: 

Cumulative Funds 
Furnished to the 

Project by 
TEl· 

$ 75,000.00 
$100,000.00 
$.125,000.00 
$150,000.00 
$l~5,OOO.00 
$200,000.00 

Undivided "Interest of 
TEl 
35% 
40% 
45% 
59% 
55% 
60% 

*Cumulative Funds shall include all funds hereto
fore contributed by ·TEI and by its predecessor 
in interest pursuant to that certain letter 
agreement dated March 7, 1979 between Thomas .R. 
Schloss and DWight Lee (predecessors in interest 
to TEl) and James A. Briscoe. 

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

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

larly set forth in subparagraph (c) of this Section 3. 

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

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

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

Project Properties in the percentage set forth in subparagraph (b) 

above, all in accordance with the following: 

(i) The Project shall make calls at intervals no more 

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

the provisions of subparagraph (v) below; 

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

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

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

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

maintain the right at its 'election to complete all or such portion 

of the cumulative investment as it may elect, thus entitling i1; to 

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

(iii) Unless !EM otherwise agrees · in . writing, . the . 

failure of TEl 'to make contributions within the schedule set forth 

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

thereafter acquire an additional percentage of undivided interest 

by ~akini such additional contributions; 

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

tions or if TEl loses the right to make further contributions. the 

undivided interest of TEl shall thereafter remain at the percentage 

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

withdrawal and dilution provisions of Section 1.1 .below; 

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

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

cumulative contributions described in subparagraph (b) of this 

Section ~ Or has · torfeited its right to make further . contributions, 
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major Project decisions including, without limitation, those relat

ing to cash calls, payments to equity owners from cash flow, 

pursuing further exploration targets, acquisitio~ . of a~~~~lonal 

lands or mineral interests, expenses for plant or facility expan

sion, and decisions concerning termination or discontinuance of all 

or a portion of the Project Operations will require the unanimous 

approval of the Operating Committee; and 

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

interest, and if the Project or if !EM,elects to procee~ to obtain 

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

and understood by TEl that its undivided interest in the Project 

may be subject to further reduction (which reduction shall not 

reduce the undivided interest ~f JTEI to less than the pe~centage . c<O~ X .. . 
that contributions made by TEl P u TEl's share of Project ·· proceeds . 

used· for Project Operations bears to the . total amount contributed 

to the Project); provided, however, that if TEl's un~ivided 

interest · in the Project is thus reduced to ' 10% or less, TEl shall 

be obliged to relinquish its undivided interest to the other 

parties to the P.r .oject in return for a 10% "Net Profits Interest" 

as described in Section ll(c) below. 

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

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

incurred and production developed under this Agreement shall be paid and 

shared by each ,of the parties as its interest exists at the time such 

costs are · incurred or production is obtained. 

4. Project Plans 

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

Operations .hereunder shall be performed pursuant to plans adopted by the 

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

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

operations of the Project will be proposed at reasonable intervals 

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

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

months have elapsed since completion of the previous Plan without 

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

Plan to the parties· and to the Operator. A Plan or proposed Plan shall 

describe work to be .performed, set for,th · estimates · of costs to ·· be 

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

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

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

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

nor shall the tot~l expenditures proposed in any ·single Plan exc'eed 

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

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

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

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

Operations with Exploration Operations. 
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\ ....... 
(a) P~ans proposing Exploration shall be submitted separately 

from Plans' proposing Development Operations and ' each such Exploration 

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

six (6) months.~~el\diture nGt-t-o-exceed 

~eo;oo. Unless otherwise agreed by the parties, only one 

Exploration Plan shall be carried out at 'one time., 

(b) The Initial Plan proposing Deve10P111.ent Operations shall 

designate an area as a Development Block within which all , operations 

~, proposed by the Plan shall be conducted. Thereafter, additional 

Development Plans within a designated Development Block may be proposed. 

Each time a ,Plan fo~, Development Operations is proposed on lands not 

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

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

such additional lands to an existing Development Block. 

(c) Until such time as Project expenditures exceed 

$~OO,OOO.OO, each party sha~l confirm to Opera~or and the other p'arty in 

writing within seven (7) days after receipt of a Plan approved by the 

Operat~ng Committee, evidencing its approval or disapproval of the 

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

other party in writing within thirty (30) days after receipt of a pro

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

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

Plan shall become effective without the approval of both parties until 

such time as either (1) contributions by TEl total $200.000.00; or 

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

Section 3 above. Thereafter, if any party or parties ' e1ec't not to 

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

\.......- ' 

out unless a party or parties owning not less than an undivided 50. IX 

interest in . the Project committing thereto elects to proceed with the 

Plan for their own account. 

5. Operating Committee 

An · Operating Committee comprised of two representatives of 

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

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

representatives. The names of the designated representatives and of any 

. alternates .sha11 be filed in writing with the Operator. Each· represen- . 

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

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

cally provided in this Agreement, decisions of the Operating Committee 

shall require the approval of those representatives representing a 

majority interest in the Project. Meetings of the Operating Committee 

may be held by ·te1ephone and may be called by the Operator or by the 

represen~ative of, any of the parties. The Operating Committee shall 

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

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

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

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

of distribution of Project proceeds shall be made by ·the ·. operating 

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

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

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

'of the members of the Operating Committee. 

6. Access to Premises 

Non-Dper·ators shall have access at their sole r;l.sk to the 

Project lands and Project Properties at any' reasonable time to inspect 

any Project Operations, together with the right to inspect all drilling 

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

obtained by Operato.r while conducting the Project Operations and upon 

reasonable request from Non-Operator~, Operator s.~all be obligated to 

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

maps, feasibility studies, production records and other documents per

taining to the Project • . 

. 7. Land Acquisi t10n 

All interest heretofore acquired by the parties hereto or 

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

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

acquired shall be acquired ~y . the Project purs~ant to a Plan or pursuant 

to the consent of all of the Non-Operators and the acquisition costs 

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

acquire any additional lands or mineral rights within the Area of 

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

written notice se'tt1.ng forth in such notice a description of the . lands . 

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

posing party bases its conclusions that such lands should be acquired by 

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

Interest for its own account without first obtaining the prior written 

approval of all of the parties. 

8. Surrender 

. Except as hereinafter provided, no interest ' in any of the 

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

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

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

notice thereof, in writing, to the other parties. Any patty receiving 

such notice shall have the right to elect by notice in writing to the 

n.otifYlng party within fifteen (15) days thereafter to take from the 

party desiring to surrender an assignment without warranty, express or 

implied, of the interest desired to be surrendet:ed. Any party so 

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

salvage value of any salvable materials and equipment then located or 

used in ·conqection with the .Project Properties covered by such interest. 

After assignment is made, the assigning party shall be relieved from all 
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obligations thereafter accruing with respect to the interest so 

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

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

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

~ assignees in proportion to their respective participating interests. If 

~, 

,,-,,' 

',--", 

no part~ elects to take assignment within such period. the parties shall 

proceed to take the necessary steps to surrender the Project Properties 

covered by the interest desired to be surrendered. 

9. Operator's Powers and Rights 

In accordance with the terms and conditions of each effective 

Plan, Operator shall have full, complete and exclusive control, charge 

and supervision of the Project Properties and the', personal ,property 

included ,in the Project and all Project Operations conducted thereon. 

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

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

modern techniques and good and economical mining practice. All opera

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

vation of said Project Properties and Project capital and in keeping 

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

tions. Operator shall conduct its operations hereunder as an indepen

dent contractor and all work performed and equlpment furnished by 

Operator shall at all times be in Operator's direct control , and ' super

vision. Pursuant to the provisions of each Plan', Operator shall select 

the means. manner and method of performing Project ,<?perations. Operator 

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

results to be accomplished. but Operator shall assume the sole respon

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

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

and agrees to defend. indemnify and hold the parties harm~ess, from and 

against , an)' and all demands 'and any liabilities sought to be ,imposed 

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

(including death), and costs and expenses arising from conduct by 

Operator of its operations hereunder. 

10. Operator's Duties and Obligations 

Operater shall have. among ethers lind witheut. limitatien. ,the 

fel19wing specifi~ duties and obligatiens: 

(a) to" manage, ,direct and contrel all Project Operati'ens in 

and under the Project Preperties in a prudent workmanlike manner and in 

accordance with the terms and cenditions ef each effective Plan, each 

instrument ~nder which interests in the Proje,c,t Preperties , were 

acquire,d, and all applicable laws, erdinances and regula~iens, including , 

witheut limitation, those pertaining to' mining claims and mining opera

tiens. Operator shall, befere incurring tetal expenditures not 

previeusly included in an effective Pla~ in excess of $1.000.00 of the 

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

operations hereunder and to peimit at all reason~bi~ times the inspec

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

monthly financial statements, and to submit to summaries of Operating 

Plans and projections to the Operating Committee; 

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

br'ances oecasioned by its operations hereunder, except' only the hen 

hereinafter granted to Operator; 

(d) ' to furnish the Op'erating Committee on or before the 20th 

day following the close of each calendar month with a state~ent of 

minerals produced from the Project Properties and the proceeds thereof, 

if sold through Operator during the preceding calendar month; 

(e) to pay for the Joint Account of the Parties, on pr~duc

tion sold, fr~ the Project Properties, all royalties psyable under the 

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

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

attached, hereto as Exhibit A; 

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

'-..-, 

I , 

"-" 

resulting from Project Operations and to account to Non-Operators iJ;! 

accordance with the provisions of the Accounting Proc,edure; ip. , the, ev~nt 

the terms of the Accounting Procedure conflict with any of the provi

sions hereof, this Agreement shall be deemed to control; 

(g) to account for any income received for the Joint Account 

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

t.he Operating Committee, to the extent such income exceeds each such 

party's pro-rata share of operating capital requirements; 

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

days following the close, of each calendar month ,with ,a su~ary of opera~ 

tions conducted during the preceding calendar month. 

11. VoluntarY ,Withdrawal; Failure to Commit to Plan; Dilution . 

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

withdraw from the Project or from any Development Block and te,rminate 

its interest therein prior to termination of the Project by giving 

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

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

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

the Project Properties constituting such Development Block shall 

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

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

Properties or the applicable Development Block portion thereof shall be 

deemed to have been transferred automatically to the non-withdrawing 

parties in undiv:l.ded interests in the same proportion as the respective . 

interests of such non-withdrawing parties in the Project or in the 

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

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

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

colDlllitted, including costs incurred pursuant to such Plan after the 
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effective date of the withdrawal but not in . excess of the most recent 
cost estimates committed' to, or approved .by, such withdrawing party; and 
(ii) the withdrawing party shall remain obligated to execute and deliver 
such instruments as ~ay be necessary to formally effect . the transfer ·of 
its interes't in the Project and in the Project · Properties, or the 
applicable Development Block portions thereof, to the" non-withdrawing 
parties. A withdrawing party shall be furnished with data acquired in 
connection with Project operations prior to withdrawal but shall not, 
other than under the provisions' of this Agreement, conduct ,or become. a 
part of any exploration program or prospecting venture nor obtain any 
interests within the Area of Interest for a ' period of two (2) years from . 
the actual date of its withdrawal and for such period shall hold confi
dential any information acquired pursuant to this Agreement. 

(b) Any party hereto who has elected not to commit itself to 
a proposed Development Plan which becomes an effective Project Plan 
shall not, for that reason alone, be deemed to have withdrawn from the 
Project, but such Non-Committing Party shall be deemed to hav~ relin
quished to the C~tting Parties its share of any production from such 
Development Block, or the proceeds therefrom, until such time as the 
Committing Parties have recovered from the Non-Committing Party's share 
of production an amount equal to the total of the following or, in the 
alternative. ·the Non-Committing Party has paid to the Committing Parties 
in tlte same proportion as the respective interests of the Committing 
Parties at that time bear to each other an amount equal to the total of 
the foliowing: 

(i) 300% of that portion of all Exploration Operations 
costs and expenses that would have been chargeable to the 
Non-Committing Party had it and all the other 'parties . 'hereto par
ticipated from the beginning in the Development Plan. plus 

(ii) 200% of that portion of Development Operatic;ms 
costs and expense's that would have been chargeable to, the 
Non-Committing Party. had it and all other parties participated 
from the beginning in the Development Plan. during the period prior 
to the time the Non-Committing Party's relinquished interest in 
production shall revert to it under the provisions of this 
subparagraph (b), plus 

(iii) 150% of the Pr.oject's royalty, overriding royalty 
and other lease burdens. if applicable. and the production taxes 
accruing on and with respect to the ores received by the Committing 
Parties and attributable to the share of production relinquished by 
the Non-Committing Party; 

provided. however, that unless the Committing Parties have recovered the 
amount equal to the total o~ (i) plus (ii) plus (iii) within s1:l: (6) 
months from the completion ,of the Development Plan or unless within such 
six-month period the Non-Committing Party has paid such total amount to 
the Operator · for the collective a-::count of the Committ·ing Parties, the 
interest of the Committing Parties thereafter shall be subject ,to the 
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dilution provisions of subparagraph (c) of this Section 11. At - any time 
prior to completion of a Development Plan, the Non-Committing Party may 
notify Operator and the Committing Parties in writing of its election to 
commit to the remainder of the Development Plan and may thereafter 

\.....; participate . in o.perations under the Development Plan by paying ~o the 
collective account of the Committing Parties the full amount in cash 
that the Committing Parties would have recovered under (i), (11) .and 
(i11) above for actual expenditures made under the Plan through the 

~. current accounting period as provided in .the Accounting pro~edure. The 
Non-Committing Party shall receive credit for any amount which ' the 
Committing Parties have recovered from the Non-Committing Party's share 
of production from ,the applicable Development BlpcK through the same 
accounting period. 

(c) In the event the Non-Committing Party has not paid or 
received credit for the amounts described in (i), (ii) and (11i) of 
subparagraph (b) above within the six-month period provided therein, the 
Non-CoMmitting Party's undivided interest in the Development Block shall 

'--...- be reduced 'to that percentage of the entire undivided interest therein 
that .the Non-Committing Party's expenditur~s to such date bear to the 
total Development Block expenditures to such date, and such 
Non-Committing Party shall have no right thereafter to participate in 
further Plans . wi·th respect to such .Development .Block·. In a like manner, 
at the completion of each Development Plan thereafter. the interest of 
the Non-Committing Party shall be diluted to the ' percentage that its 
Development BlocK expenditures bear to the total Project expeditures; 
provided ~ if such Non-Committing Party's undivided interest in the 
Development Block is reduced to 10% or less. such Non-Committing Party's 
undivided interest in and to the Development Block and in and to the 
Projec~ ~~operties constituting the same shall terminate ' subject only ·to " 
the retension by the Non-Committing Party of a non-working 10% "Net 
Profits Interest" (as described in Exhibit B attached hereto and lI!ac;le a 

"--

part hereof) in and to the .proceeds, if any there be. taken by the 
Committing Parties. their successors or assigns, from the Project 
Properties constituting such Development Block (as such Project 
Properties exist as of the date of such termination)~ 

12. Transfer of Interest 

(a) Should any party desire to dispose of part or all of its 
interest in ·this Agreement. such party shall advise the other party in • ' _ w, __ ··_ 

writing of its desire and of the terms and conditions of such desired 
disposition including the consideration in lawful money of the United 
States or its equivalent which it is willing to accept for such interest 
together with all other pertinent terms and conditions of such dispo
sition and the facts on which the transfering party based its calcu
lations. Within thirty (30) days after receipt of such written notice, 
the other parties shall have the option of acquiring the interest 
proposed ·to be" disposed of on the terms and conditions and for the 
consideration proposed. If more than one of the other parties elect to 
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exercise such option, the acquisition shall be pro-rated according to 
each such other parties' interest in the Project. If the interest 
offered to be .dispos.ed of by disposing party is not so acquired .by the 
other parties within the time provided, the disposing party shall have 

\.....;,- the r~ght , for a period of ninety (90) days frOlll the expiration ·of·· the 
aforementioned thirty-day period to dispose of such interest to any 
third party or parties upon substantially the same terms and conditions 
and for a consideration . no greater than specified in such. notice; 
provided, however, that such interest may pot be disposed of unless the 
purchaser, concurrently with said sale and purchase, delivers to the 
other parties a written and enforceable assumption by the purchaser of 
the obligations of the disposing party un'der this Agreement; provided 
further, however;' that if the initial notice given by disposing party to' 
other parties does not identify the prospective purchaser of such inter
est, the party to whOlll disposition of such interest is intended to be 
made must first .be approved in writing by other parties, which approval 
shall not be unreasonably withheld. If such interest is not disposed of 
within such ninety-day period, it must first be re-offered to the other 
parties prior to any subsequent disposition thereof. 

(b) The right of first refusal granted in subparagraph (a) of 
this Section 12 shall not apply to any interest in' this Agreement 
through merger, reorganization, consolidation, dissolution .. or where a 
party assigns its entire interest in . t~is Agreement to a parent corpo
ration or to a wholly owned subsidiary, but any such transaction shall 
not be valid until written notice thereof has been delivered 1:'0 the 
other partie.s ~ together with a written and enforceable assumption by 

. receiving person of the obligations of disposing par t y under this Agree-
ment as they relate to the interest so acquired • 

. (c) The right of first refusal granted in · subparagraph (a) of 
this Section 12 shall not apply to any mortgage, pledge or hypothecation 
by the disposing party of all or any portion of its interest in .this 
Agreement and in the Project .Properties; but it is understood that such 
mortgage, pledge or hypothecation is and shall be made expressly subject 
to this Agreement and made subject to the condition that on any . realiza~ 
tion of the security, any person thus acquiring an interest shall 
deliver, to othet; parties a written and enforceable assumption of the 
obligations of disposing party under this Agreement as they relate to 
the interests so acquired, and any such mortgage, pledge or hypothe
cation shall not be valid until written notice thereof has been 
delivered ' to the other parties. 

(d) Except as provided in Sections 8 and 11 and in this 
Section 12, no disposition of any interest shall be made by any party. 

13. Insurance 

Operator shall carry or maintain for the benefit and at the 
expense of .the JQint Account the insurance coverage set forth in 
Exhibit C attached hereto and made a part hereof naming as additional 
insureds each of the parties, as their interests may appear. 
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14. Term 

Subject to the rights of surrender and withdrawal as herein 

provided and unless sooner terminated or ·further·· extended by 1IIUtual 

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

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

thereafter until . all materials, s.upplies and .. equipment have been 

salvage.d and disposed of and a final accounting has been l!Iade .between 

the parties. 

15. Disposition of Production 

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

separately dispose of its proportionate share of all ores and minerals 

produced from the Project Properties in such form as the Operating 

COIIIDIittee deems appropria.te and convenient. Any extra expenditures 

incurred by reason of the . taking in kind or separate .dispositiQn by any 

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

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

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

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

of its share of production at the rate it is produced. In the event any· 

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

sep~rately dispose of its proportionate share of said ores and minerals, 

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

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

prop.ortionate share. With the prior written consent of a party, the 

. Operating Collllllittee may enter into a sales contract for such party's . , 

proportionate share of ores and minerals produced; provided that all . 

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

duced shall be only for such reasonable periods of time as are co~sis-

~_ . tent with the minimum needs of the industry under the circumstances, but 

in no event shall any such contract be for a period in excess of' one 

year. If ahy party is not taking its share of such ores and minerals in 

kind, any proceeds received by the Project for such party shall be ' 

\..... distributed or accounted for quarterly to such party; provided~" however, 
that Operator shall be entitled to retain and apply any proceeds of 

production accruing to . any party hereto on any unsatisfied expenses · 

chargeable against such party as herein provided. In case of any 

adverse claim, dispute or question as to the right to receive the pro

duction or proceeds deliverable to or payable to any - party' und'er this 

Agreement, the Operating Committee shall not be required to make 

delivery or payment thereof under this Agreement until final di-.position 

of such claim, dispute or question and the Operating Committee may 

withhol.d deliveJ;'y or payment thereof and, in the case of payments, 

deposit . the same in . a separate account until' the Operating Committee is 

furnished with the original or certified copies of an instrument dispos

ing of such claim or dispute or until delivery to the Ope.ratin& 

Committee of proof sufficient in the opinion of the Project's counsel ,to 

settle the same, in which event the Operating Committee shall make 
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payment of the amounts so deposited .in accordance with the instrument or . . 
. proof so furnished. All costs incurred by the Project in stockpiling. 

selling or otherwise disposing of production so withheld shall be a 

charge against the Non-Operator whose right to receive the same has been 

so disputed or que~tioned. 

16. Taxes 

Operator shall pay for the Joint Account. as the same become 

due and payable. all taxes ievied or ~ssessed against ~he Project 

Properties and the production therefrom and against all .p~rso.nal prop

erty ac~uired in operations hereunder including. but not limited ·to. ad 

valorem. production. severance. sales. use and like taxes; provided that 

the Operating Committee or any of the parties shall have the right to 

contest in the courts or otherwise • . the validitY "or amount of any such 

taxes if it deems the same unlawful. unjust. unequal or excessive and to 

take such. other steps or proceedings as it msy deem necessary to secure 

a cancellation. reduction. readjustment or equalization thereof before 

the same shall' be required to be paid. 

17. Rentals and Other Obligations 

Operator shall pay from ' the Joint Account any and all delay 

rentals and other rentals, if any. which may become due and payable on 

the Project Properties. ·Operator agrees to ' follow 'good and customary 

practices ill the mstter of administrating said payments and ' to do ' all 

work necessary and make all payments necessary within the time required 

by any instrument under which interests in the Project Properties were 

acquired and to do whatever else is necessary to maintain the interests 

of the parties in the Project Properties and charge the Joint Account 

for the same. 

18. Operator's Lien 

Non-Operators hereby grant to Ope~ator a lien upon their 

respective interelJts in the Project and the Project Properties and in 

the jointly . owned equIpment and other property and upon ' their interest's 

in all production as security for payment of costs chargeable to them. 

together with any interest payable thereon. Operator shall have the 

right to bring any ac~ion at law or in equity to enforce collection of 

such indebtedness with or wi thout for~closure of such lien. In. addi

tion. upon default by a Non-Operator in the payment of cost! chargeable._ 

to it. Ope'rator shall have the right to collect and receive frOm the 

purchaser· or purchasers thereof the proceeds of such defaulting ' 

Non-Operator's share of production up to the amount owing by such 

Non-Operator plus interest at the rate of 12% per annum until paid; each 

such purchaser .shall be entitled to rely on ·Operator's statement con

cerning the existence and amount of any such default. 
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19. Change of Operator 

Opera.tor may resign from its duties and obligations at any 
time upon written notice of not less than 180 days given to 

. Non-Operators. If Operator shall become bankrupt, subject to cOmplIance. ·v ' with requirements of Section 12 hereof, it shall cease to be Operator 
without . need. of any further action other than selection, by the 
Operating Committee, of a successor operator. The Operating Committee 
may, at any time, discharge the Operator upon no less than thirty (30) 
days' prior Written notice by "a 'vote of t:he Operating COmmit:ee"s ·repre
sentatives holding a majority in interest in and to the Project. If any 

, Non-Operator shall 'at any time consider that the Operator is in default 
of. performance of any of its duties and obligati.ons .h.erfi;llnder, such 
Non-Operator shall' give the Operator and other Non-Operators written ' 
notice thereof setting forth in detail the matters wherein' default is 
claimed. If, within thirty (30) days from it.s receipt of such notice, 
Operator does not 'either correct the matters of which complaint is .m,ade 
or "show cause why such matters do not constitute a default, then there-

~ after, by the vote of one or more Non-Operators then owning a majority 
of the interest in the Project, upon a finding of such a default of 
Operator and that the default is cont.inuing, x:emove the Operator and 
select a successor. The Operator, upon ceasing to act· in "such capacity 
for any reason, shall deliver to its successor the custody of all of the 
assets, records, books and other property, both real and personal, of 
the Project and shall not acquire, nor consult upon, any mineral prop
erties within a distance of five (5) miles from the .. exter.ior boulldary . of 

.---.-". 

'- ' 

the Project Properties. The successor Operator shall assume the respon
sibilities and duties of, and shall have the rights 'granted to, the 
Operator pursuant to this Agreement. 

20. Relationship of the Parties 

It is understood and agreed between the parties that. the. 
ownership in the Project Properties and the personal property located 

· thereon shall be and is as tenants in common, and the liability of the 
parties shall be several and not joint or collective. It is not the 
purpose or intent of this Agreement to create, and same shall never bEl 
construed as creating, a joint venture, mining partnership, commercial 
partnership or other partnership relation. Each party shall be respon
sible only for its obligations as herein set forth · and sll.~ll be liable 
for ' its proportionate share of the cost of developing and operating the 
Project Properties. Each of the parties ' elects to be excluded from the 
application of all ~f the provisions of Sub-Chapter K pf .Chapter 1 of 
Subtitle A 'of the Internal Revenue Code of 1954~ and the Operating 
Committee is hereby directed and hereby agree.s to file such elections 
with appropriate partnership returns for the first year in which this 
Agreement is in effect. 

-15-
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21. Laws and Regulations and Force Majeure 

(Ii) This Agreement shall be subject to all valid and applic

able laws and official rules and regulations; and, in the event this ' 

Agreement or any of the provisions hereof or the operations contemplated 

~ hereby are found to ' be inconsistent with or contrary to any such valid 

laws or officia~ rules or regulations, the latter· shall be deemed to 

control and this Agreement shall ·b~ regarded as modified accordingly 

and, as so modified, to cont.inue in full force and effect. 

,-. (b) In the event of Operator being rendered 'unable wholly or. 

in part, by force majeure applying to its operations, to carry out its 

obligations under this Agreement other than to make payment af amounts 

due hereunder, it is agreed that the obligations of the Operator so far 

as they. are affected by such force majeure shall be suspended during the 

contin,uance of any ,inability so caused, but for no longer period; and 

such .cause shall, so far as possible, be remedied With all reasonable 

dispatc~. The term "force majeure," as employed herein, shall ~ean acts 

of God, strikes, lock-outs or other industrial disturbances, .unavoidable 

accidents, uncontrollable delays in transportation, inability to obtain 

necessary materials in open market, any state or federal laws, 

regulations or other matters beyond the reasonable control of ' the . 

Operator, whether similar to matters herein specifically enumerated or 

not; provided, however, that performance shall be resumed within a' 

reasonable time after such cause has been removed; and provided further 

that the Operator shall not be required against its will to adjust any 

labor dispute or to question the validity of or to refrain from judici

ally testing the validity of any state or federal order, regulation or 

law. This Agreement shall not '· terminate while. operations hereunder are 

prevented by reason of any cause in this subparagraph. 

22. Notices 

For the purpose of receiving notices as required by , this 

Agreement, the parties designate the following addresses and notices 

shall be deemed given upon deposit thereof in the United States mail~ 

certified 'or registered, postage prepaid: 

If to TEl: 

If to AEK: 

If to Operator: 

Tombstone Exploration, Inc. 
1700 Broadway 
New York, New York 10019 

Austin Exploration & Mining Corporation 
4500 East Speedway Boulevard, Suite 14 
Tucson, Arizona 85712 

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

which addresses may be changed upon written notice give~ as , as above set 

forth. 

-16-
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23. Information to, Parties; Confidentiality 
Operator shall keep Non-Operators informed, at reasonable 

intervals, of the progress and results of Project Operations performed 
hereunder. ' Except a'S otherwise provided in this Agreement, each ' party 
agrees that, without written consent of the other party first granted, 
it will treat as confidential and prevent disclosure to any third 
parties of any geological or geophysical or other technical information 
and data relating to the Project Properties or operations und.ertaken 
pursuant to, thiS Agreement. Thts obligation shall be a con.tinuing one 
throughout the term of this Agreement, notwithstanding such party may 
have ' ceased to be a party to this Agreement before its termination. 
While this Agreement is in effect, no party hereto shall, without the 
express written consent of the other parties, di,sclose any information 
it may obtain ' with respect to the results of Project Operations 
conducted hereunder nor issue any press releases concerning the 
Project's operations, except where counsel for such ,party re~ders a 
written opinion that such disclosure is required by applicable govern
mental statute or regulation. In such latter event, copies of the 
opinion and the , text , of the proposed disclosure or release ' shall be 
furnished to the other parties and at least fifteen (15) days prior to 
such disclosure ' or release. Nothing contained her ein shall prohibis 
disclosure by a party to consultants or advisors employed by such ' party', 
provided that any such information shall be treated as confidential and 
proprietary by the consultant or advisor so retained. 

24. Termination; Furnishing of Data 

Each party shall, as soon as possible following " termination 
pursuant to Section 14 hereof, complete the discharge of all of its ' 
proportional share of accrued or outstanding obligations to the other 
parties or to third parties incurred under this Agreement and not pre
viously met. Any party, upon termination and upon discharge of, the 
above mentioned obligations, may, if it so chooses, quitclaim to the 
other parties its intere"st in the Project Properties, or in any portion 
thereof. Upon termination of this Agreement, each of the parties shall 
be entitled to all information acquired under the Project, including 
copies of all maps, data and report? which can bE! ,reproduced and which 
have nqt theretofore been furnished. 

25. ,' Headings for Convenience Only 
~e ,headin.8s used in this Agreement are ,for conveni,ence only 

and shall be disregarded in construing this Agreement. 

26 . Miscellaneous 

(a) This Agreement, and all of the provisions hereof, shall 
inure to the benefit of, ~nd be binding upo~. not only the pa~ties but 
also their respective successors and permitted assigns. 

(b) ,Each party agrees to execute such deeds, aS$ignments, 
end~rsements and other instruments 'and evidences of transfers, give such 

-17-



\... 

further assurances and perform any acts which are or may become neces

sa.ry. or appropriate to effectuate and carry out thi~ Agreement. 

(c) Each party hereby waives any and all rights of partition 

it may have with respect to the Project Properties for so long as this 

Agreement is in ·'effect. 

IN WITNESS WHEREOF, the parties hereto have duly executed this 

Agreement effec~ive as of the date first above set forth. 

TOMBSTONE EXPLORATION, INC. 

By ______ .,--__ _ 

AUSTIN EXPLORATION & MINING CORPORATION 

By ______________ _ 

This shall serve to acknowledge that SOUTHWESTERN EXPLORATION 
ASSOCIATES, INC. ("SEA") as the initial Operator under the preceding 
Operating Agreement, acknowledges that it has read and understands 
the provisions thereof. The execution by SEA shall serve as its 
agreement to serve as Operator pursuant to and in accordance "With 
the terms and conditions thereof. 

SOUTHWESTERN EXPLORATION ASSOCIATES, INC~ 

DATE: By ___________________________ _ 

-18-
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EXHIBIT A 

ACCOUNTING PROCEDURE 

GENERAL PROVISIONS 
A. Definitions 

The terms used in this Exhibit A shall have the meanings assigned 
to them in the Operating Agreement (Agreement) to which this Exhibit 
is attached and of which it is made a part. 

B. Accounting Records 

C. 

Operator shall maintain the accounts and re'cot'ds require~ by the 
Agreement in accordance with generally accepted 'accounting principles 
consistently applied, including such separate accounts and records as 
are required for any Development Block. Operator' shall not dispose of 
any such records for ' any calendar year within fi~e (5) years ' of the 
end of such calendar year without the prior written consent of the 
parties and shall retain any such records for a reasonable additional 
period if specifically requested .by either of the parties during such 
fiye (5) year period. 

Audits 

1. The Operating Committee shall arrange for an annual audit of the 
Project's accounts by an independent public accounting firm acceptable 
to the parties. The cost of such audit will be a Project cost. 

2. Each party shall have reasonable access to the accounts and 
records maintained by the Operator and by the Operating COmmittee f~r ' 
tr.ansactions relating to the Agreement and, in addition to' the annual 
audit provided for in paragraph 1 above, shall have the right at 
reasonable times during normal business hours to audit such accounts 
and records for any period of any calendar year. Each party shall 
also have the right to appoint an independent public accounting firm 
acceptabl~ to the other party, which approval ··shall not be unreason
ably withheld~ to perform such audit. The party who initiates an 
audit pursuant to this paragraph shall bear the full expense of such 
aiJdit. 

3. The parties agree that a1~ statements approved by the Operating 
Committee during any calendar year shall conclusive~y ~e presumed to 
be true and correct after ~wenty-four (24) months following the end of 
each calendar year unless within the said twenty-four (24) month 
period any party shall take written exception thereto and unless at 
any time fed~ral, 'state or local tax authorities take exception thereto. 
In the event of such an exception, only the excepted item or .items 
shall remain open for adjustment until resolved by the parties pursuant 
to the Agreement. 

A-I 
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II. 

'-..., 

D. ~ccounting Period 

The accounting period shall be the calendar year. 

CHARGES TO THE JOINT ACCOUNT FOR DEVELOPMENT AND OPERATIONS 

Charges to the Joint Account shall mean all costs pursuant to trans

actions under this' Agreement, including all costs of preparation of the 

Agreement to which this Exhibit is attached and costs related to further 

explotation, development, construction, mining, the coIicimt'rlition and ' 

beneficiation of production and smelting, refining, or treatment of such 

production,' the loading and transporting of production, weighing, sampling, 

assaying arid impurity penalties, laboratory and testing costs~ ' arid all 

other operations related thereto conducted according to industry practice, 

including, without limitation, costs such as: 

A. Rentals and Royalties 

B. 

Royalties and rentals and any other amounts due or paid under 

leases or other landholding or land acquisition agreements related to 

the Project • 

. Travel and Rerated Expenses 

Travel and related expenses of the members of the ·Operating 

Committee in carrying o~t the work of the Operating Committee. 

C. Services 

1. The cost of contract services (including those of Operator) 

approved by the Operating Committee, including cost of power, light. 

heat and effluent disposal, outside consultants' •. attorneys' .. atld 

auditors' fees and travel and related expenses (except for special 

audits performed or requested independently by. any ·party). 

2. Charges for consulting services provided by either of the parties 

at the specific request of the Operating Committee; provided that the 

parties agree to the nature and cost of the consulting services prior 

to any charges to ' the Project therefor. 

D. ~ 

All taxes of every kind and nature assessed or levied upon or in 

connection with any activity or transaction which Operator is obligated to 

pay under the Agreement. 

E. ~. 

1. Cost of maintaining and protecting the Project assets during any 

periods of no activity. 

2. Other costs which are not specifically mentioned in this Section 

II but which are incurred by the Operating Committee or the Opera~~r 

in accordance with the terms of the Agreement and. are ~ecessary and 

proper for the conduct of work under the Agreement. 

A-2 
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EXHIBIT B 

"NET PROFITS INTEREST" 

The term "Net Profits Interest" as used , 'in the Operating Agreement to which 

, this Exhibit is attached shall mean the share of net profits from the operation 

of the subject premises retained and reserved by a party pursuant to subparagraph 

(c) of Section 11 thereof. Net profits for any calendar month shall be determined 

by deducting from gross revenues all co~ts and expenses' incurred in connection 

with or attributable to the exploration, development and exploitation of the 

subject premises. 'Gross revenues' shall mean the gross receipts from the sales 

of the products reSUlting from the exploitation of the subject premises. 'Costs 

',- and expenses in connection with 'or attributable to the exploration, development 

and exploitation of the subject ,premises' shall, mean all those costs and expenses 

incurred by the non-withdrawing party in the exploration, development and exploi

tation of the subject premises from and after the date on which the withdrawing 

~arty acqui~es its Net Profits Interest. Such costs and exPenses shall include, 

but not be limited to, the costs and expenses of exploring, developing, mining, 

milling, smelting, ,refining, administrative overhead, freight, insurance and 

marketing the products resulting from the exploration, development and exploita

tion of the subject premises; all royalties, rental payments, taxes (other than 

taxes on income) ' and property payments resulting therefrom; the costs ' of all 

buildings, structures, machinery and 'equipment; and in the event of plant or 

mine expansion involving construction or replacement of buildings, machinery, 

structures and equipment, the cost of all such items. Interest charges incurred 

by the non-withdrawing party in financing its opera,tions on the subject premises 

shall not be chargeable in determining net 'profits. Net profits for any calendar 

month as determined above, ,shall be reduced by the costs and expenses of any 

prior calendar 'month or ' months which previously have not been recovered from 

gross revenues of such prior calendar month or months. Accounting for gross 

revenues and cos'ts and expenses shall be on the accrual basis and in accordance 

with generally accepted accounting principles. 
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EXHIBIT C 

SCHEDULE OF INSURANCE COVERAGE 

Operator shall carry or provide for the benefit of th~ joint , 

account of the parties the types and amounts of Insurance as are 

shown below. 

(1) Workmen's Compensation Insurance to cover full liability 
under the Workmen's Compensation Law of the State of 
Arizona. ' 

(2) Employer',s Liability Insurance with a limit of not less 
than $' for accidental injuries or deaths of 
one or more employees as a result pf one accident. 

(3) Comprehensive General Liability Insurance with limits 
of not less than $ Combined Single Limit 
Per Occurrence for both Bodily Injury and Property 
Damage. 

(4) Automobile Public Liability Insurance with limits of not 
less than $ , Combined Single Limit Per 
Occurrence for both Bodily Injury and Property Damage. 

The premiums paid for all such Insurance shall be' charged as 

operation expense; provided, however, the 'premiums for Automobile 

Insurance on cars and trucks of Operator used for operations he'reunder 

may be included in a flat rate mileage charge, in which event such 

premiums shaH not be separately billed . No Insurance, other ,than, that . 
shown above, shall be carried for the benefit of the joint account except 

by-mutual consent of the parties. 

' . . 
~: . 
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Consultants in : 

• base & P'tecious metals. uranium 
( . \ ( 

v - LI'Y ./~ 
4500 E. Speedway , SJ.ie 14 

Tucson, Arizona 85712 

• coal . geothermal • ~nvironment 
(602) 795-6097 J 

• remote sensing. color aerial photography 

• in . retation-image processing 

C.dwide Mobilization I 

Jom .. A. Bri,eoc. p",idcnt 1',1 Registered Professional 
Geologist 

( 

( 

c--

( 

Southwestern 
Exploratio~ .A.ssociatesf Inc. 

.Mr. Thomas H. Schloss 
COUNTER TO COUNTER 
Frontier FIt. 106 
Grand Island, NB 
Hold for Pickup 

Dear Tom, 

Apri124, 1979 

Enclosed is one (1) full copy of the Lease Agreement which 
has been signed by Jim. Pages 1 (company names in top 
paragraph, and last sentence added) and page 12 (signature 
lines) have been modified according to Dick's instrpctions. 

Dick requested that, in addition to the one full copy of the 
lease, we enclose three additional copies . of the changed 
pages; each of the signature pages have been signed by JAB. 

If you could please have the folks from Tombstone Development 
Company sign all four signature pages, the originals will go 
to the following: . 

one to Tombstone .Development Company (Dick is sure 
they have a copy of the unchanged pages of the 
agreement; however, if not, they may keep the 
one enclosed herewith); 

one to Tom Schloss (either the full copy of the lease 
or copies of the changed pages only -- whatever 
you and Tombstone Development decide; if they 
decide to keep the full copy we'll run you another 
when you come in on Thursday); 

two copies returned to our office 

·1 
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-~ Mr. Tom Schloss 

Grand Island Airport 
( page 2 

April ~4:, 1979 

Also, when I spoke to you this morning, I failed to mention 
that you will have . a Hertz waiting for you arrival ... t: They 
did not indicate that there were no compacts available, so 
they should have one for you. (*in Tucson) 

Your reservations for Thursday morning are: 

Frontier FIt. 101 Lv Grand Is land 6:32 a.ID. (not yet 
confirmed) 

Ar-Denver 8:25 a.m. 

Frontier FIt. -109 Lv Denver 10:00 a.m. (confirmed) 
Ar Tucson 11:35 a.m. 

Hotel: 

Problems again with winter visitors in Tucson; had to go 
with Rancho Del Rio again -- hope that's O.K. 

Hope all goes well! See you Thursday. 

Sincerely, 

~~ M. Dodson 
Mgr. ~ Business Services 

cmd 
encl. 
P-4l8 
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To: Tom Schloss, Jim Briscoe, Richard Hewlett 
From: Clark D. Green 
Da t e : 1 3 Apr i l, 1 979 

Re: Rental and Resto~ation artd Damage Bdnd for Two (2) Mineral 
Prospecting Permit Applications in Tombstone "Target Area 

Two (2 ') applications for min~ral " prospecting permits in the 
Tombstone Target Area have been accepted by the Arizona State 
Land Department. To complete these applications we must submit 
to the " State "Land Office a " ren tal payment 0 f $ 2.001 acre and a 
surety bond of $2,000.00/section on or before 5:00 p.m. April 24, 
1.9l9., or our app"lications will be automatically terminated. 

The properties covered in these prospecting permits and the 
rental and surety bond costs are outlined below: 

P.P. Application No. 73609 
Legal description 
NE1/4j N1/2S1/2j 

Sect . 
29 
~ 
20S 

~ 
22E 

One year rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

P.P. Application No. 73608 
Legal description 
Lots 1 & 2; SE1/4SE1/4; 

SW1/4SW1/4j Nl/2S1/2; 
N 1 12 1 e s s 1 7 - 2'5 5 0 

Sect. 
32 
~ 
20S 

TOTAL 

~ 
22E 

One year rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

TOTAL 

Total cost for the two (2) prospecting permits 

Acres 
320.00 

$640.00 
20.00 

$660.00 

Acres 
601.89 

$1,203.78 
20.00 

$1,223.78 

$1,883.78 

Each appl i cation can be acted upon independently of the other. 

These two sections are a part of the area designated as primary 
i'nterest by Richard Hewlett and Jim Briscoe in the meeting of 
April 6, 1979, held to discuss the land acquis i tion procedures 
for this project area. As such, it is my recommendation that 
these Applications for Prospecting Permits be carried to 
completion, and that the rental "and bond payments be obtained as 
soon as possible. " 
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To: 
'om: 
ate: 

J.A.B., R.F.H., T.S. 
C.D.G. 
16 April, 1979 

Re: Tombstone Study Area P~ospecting Permits #73678, #73679, 
#73682, #73683, #73684, #73686, #73687, #73711 & #73712. 
Action date April 24, ~. 

ine (9) of S.E.A.'s (a~ agents) Applications for Mineral 
Prospecting Permits in the Tombstone Study Area have been granted 
by the Arizona State Land Department. The properties. covered in 
these prospecting permIts and ' the rental and surety bond costs, 

t $ 2.001 acre rental and $ 2,000.001 section sure ty, are out lined 
low: 

P.P. Application No. #73678 
Legal description 
Lots 1,2,3,6 & 7; 
SE1/4NW1/4; S1/2NE1/4; 
Nl/2SE1/4; El/2SW1/4; 

Sect. 
.6 

.IliIL. 
20S 

~ 
c2E 

One year rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

. Application No. #73679 
Legal description 
SE 1/4SE 1/4; 

Sect. 
4 

.IliIL. 
20S 

TOTAL 

~ 
22E 

Oni year rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

P.P. Application No. #73682 
Legal description 
Lot s 1, 2,3 & 4; 
E1/2W1/2; E1/2; 

Sect. 
7 

.IliIL. 
20S 

TOTAL 

~ 
23E 

One year rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

. Application No. #73683 
egal description 

Lots 1,2,3 & 4; 
S1/2N1/2; S1/2; 

Sect. 
4 

.IliIL. 
21S 

TOTAL 

.RruL.. 
22E 

One year rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

TOTAL 

Acres ' 
478.93 

$957.86 
20.00 

$977.86 

Acres 
40 

$80.00 
20.00 

$100.00 

Acres . 
638.80 

$1,277.60 
20.00 

$'1 ,297 . 60 

Acres 
684.72 

$1,369.44 
20.00 

$1,389.44 



( 

( , 

. . , ' 

'E.P. Application No. 
Legal description 
Lot 3; Sl/2NEl/4; 
NEl/4SEl/4; 

1173684 
Sect. 

5 
.Ili!h 
21S 

~ 
22E 

One year rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

P.P. Application No. #73686 
Legal description 
Lots 3 & 4; SEl/4SE1/4; 

Sect. 
7 

.Ili!h 
21S 

TOTAL 

~ 
22E 

( Nl/2SE1/4; SEl/4NE1/4; 

( 

"-

One year rental fee @ $2LOO/acre 
Surety bond cost from T.R.& T. 

P.P. Application No. #73687 
Legal description 
Nl/2Nl/2; SWl/4NW1/~; 
Wl/2SW1/4; Sl/2SE1/4; 

Sect. 
8 

.Ili!h 
21S 

TDTAL 

~ 
22E 

One year rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

P.P. Application No. #73711 
Legal description 
SEl/4; El/2SWl/4; 

Sect. 
24 

IliJh 
20S 

TOTAL 

.~ 
22E 

One y~ar rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

. Application No. #73712 
Legal description 
E 1 12 ; E 1 12W 1/2 ; 

Sect. 
25 , 

IliJh 
20S 

, TOTAL 

B.ruL. 
22E 

One year rental fee @ $2.00/acre 
Surety bond cost from T.R.& T. 

TOTAL 

Total cost for the nine (9) prospecting permits 

Acres 
171.69 

$343·38 
20.00 

$363.38 

· Acres 
227.36 

$454.72 
20.00 

$474.72 

Acres 
360 

$720.00 
20.00 

$740.00 

Acres 
, 240 

' $480.00 
20.00 

$500.00 

Acres 
480 

$960.00 
20.00 

$980.00 

$6,823.00 
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E~ch application may be acted upon independently of the others. 

J e sen in e sec t ion saIl 1 i e 0 u t sid e 0 f the are a des i g nat e d, a s 
initial, primary land interest. As such, I feel it economically 
unwise to. commit th~ large sums ' of money required to complete 
tliese applications at this time. It is my recommendation that 
these sections be held ih "Limbo" per se, by the continued 

( fi ling . of Prospecting Permit Applications upon the termination 
of the present applications. . 

( 

( 

( 

\. 

( 

The A.S.L.D. imposed due date for action on these applications is 
5:00 p.m. April £2, ~, Wednesday. 

.\ 
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P-4l8 'Tombstone Study Area 

Area of Interest 

S.E.A. (agents); applications for prospecting 
permits accepted by the Arizona State Land 
Department, due April 24, 1979. 

S.E.A. (agents); state lands held by applica
tions for pr9specting permits. 

M. S. Horne; state lands held by applications 
for prospecting permits. ,~ J1 

$It ..... ~'" / 
Stewart Mines; state lands held by applications 
for prospecting permits. 

W.W. Grace; state lands held by an application 
for prospecting permit. 

Simultaneous application filings. 

4/18/79 

::.... 

.'-

.' 

,. 



Consultants in: ( 4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

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

~ coal. geothermal. environment 

( 

• remote sensing. color aerial photography 

• i retation-image processing 
James A. Briscoe, President 

Registered Professional 
Geologist 

( 

( 

( 
' ... . -

Clwide Mobilization 

Southwestern 
Exploration Associates, Inc. 

~pri1 6, 1979 

Arizona State Land Department 
1624 W. Adams 
Phoenix, Arizona 85007 

ATTENTION: Barbara, Land Case Examiner 

This letter is to register Mr. ThomasE. Waldrip, Jr, and 
Mr. Clark D. Green as authorized signatories for transactions 
between your office of the Arizona State .Land Dep·artment and 
Southwestern Exploration Associates, Inc. All future ·cor
respondence should be directed to these ·gentlemen. 

Thank you for yourcooperatiort in this matter. 

Sire::, ~ J~c--

J~S A. Briscoe 
President 

JAB/cso 
P-418 
2131 



Consul tan ts in: ( 4500 E. Speedway , Suite 14 
Tucson, Arizona 857) 2 

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

• coal • geothermal. environment 

• re~- te sensing. color aerial photography 

;;-- retation-image processing James A. Briscoe, President 
Registered Professional 

Geologist 'wvddwide Mobilization 

( .. 

Southwestern 
Exploration Associates, Inc. 

Mr. Dwight Lee 
FAMCO 
1700 Broadway 
22nd Floor 
New York, NY 10019 

Dear Mr. I,.ee: 

April 3, 1979 

Per your conversation with Jim Briscoe on Saturday, March 31, 
we have duplicated our "Deals - Negotiated Agreements on Mineral 
Properties" file for your use. We have annotated pertinent 
article~ for various entries. Also, Jim has asked that we 
periodically send you additional materials which are added to 
our file, so you can be expecting these. 

Happy r~ading! 

Sipcerely, _ . 

/Chi. :·;i . . ;: [f-::l
d

o,;-:,,:,:.--(Cl1r~st1ne 11. -voson 
Mgr., Business Services 

CMD:jrnp .. 
encl. . 
P-4l8 
2158 
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FILE 
MEMO il0668 

To: JAB 

From: CMD 

Date: March 6, 1979 

Re: Reservations for Mr. Tom ,Schloss 

.1 had some trouble getting a reservation at the Rodeway Inn as 
you requested. They have no available rooms for this evening, 
but do have rooms starting Wednesday evening through the weekend. 

Rather than having Mr . . Schloss change hotels in the middle of 
his stay, I contacted our travel agent (Rita) and she suggested 
the Ambassador Inn, 4425 E~ 22nd Street. This is fairly close 
to S.E.A. and is of comparable quality. 

The rate is $32.50 per night and it has been confirmed through 
Olivia at the Ambassador. This is not the same as a guaranteed 
reservation; i.e. I Mr. ;Schloss will need to either register or 
contact the Ambassador before 6:00 p.m. this evening. 

If Mr. Schloss would like to change over to the Rodeway for the 
rest of the week, please let me know. 

~ 
P-4l8 
0668 
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Southwestern 
Exploration Associates, Inc. 

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

Dear Harry and Tom, 

March 30, 1979 

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

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

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

Sincerely, 

/K·v~ 
c~rstlne M. Dodson 
Mgr., Business Services 

CMD:jmp 
encl. 
P-4l8 
2150 
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-James A. Briscoe 
4500 E. Speedway, Suite 14 
Tucson, AZ 85712 

Trailer in Searchlight 

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

(602) 795-6097 ' 

(702) 297-1605 

(602) 457-3828 

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

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

Answering Service: (602) 88~-0363 

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

Chris Dodson - Manager, Business Services 
1501 E. Hedrick Drive 
Tucson, AZ 85719 (602) 795-4697 
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TOMBSTONE PRECIOUS METAL PROCESSING 

One million tons of gold and silver ore has been "heaped" into a 

large pile 1500 feet long, 400 feet Wide, and 100 f~et high. 

,n Processing of the ore 'VIas incomplete in the past. Crushing and 

(~ 6hemical pre-treatment of the ore has been· proven to liberate the gold . ' 

( 

( 

and silver 'values. 

Sampl~s taken in February show a combined gold and silver value 

of $23 per ton of ore. This confirms previous sampling of the ore 

taken before it was heaped, when precious metal prices were 1/3 of 

today'sprices. Existing leaching facilities on the property make the 

chemical processing of the ore very feasible and economic. 

The cash flow from the processing of the ore would pay back · a 

$200,000 capi tal investment in from 4 to 6 months, assigning 50% of 

the net operating profit to retiring the capital investment. However, 

the proj ect would be 

$50,000 because the 

$100,000. Following 

structured in capi tal investment increments of 

expected "required capi tal investment is under 

are the profits participating interest and return 

for various required investment increments: 

Required Investment 
Increment 

Under $100,000 
$100,000-$150,000 
$150,000-$200,000 

Profits Participating 
Interest" 

15% 
20% 
25% 

Expected 
Return 

$1,500,000 
2,000,000 
2,500,000 

One important feature of this investment is that the lease 

rovides for takin~ "product in kind", which allows the investor to 

hold certificates of ownership of gold and silver issued by the 

refinery. Also, bullion can be owned and stored. Because . of 

possession of bullion in some form, the time of sale and quantity sold 

s determined by the owner, and the "taxable event" occurs at the time 

of the sale. 

REVIEWED 
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TOMBSTONE EQUIPMENT 

Required for re-processing the dumps would be the following: 

Jaw and roll or cone crusher; 

Grizzly for course at jaw feed. 

One half (~) inch screen for re-cycle , through roll/cone. 

Conveyor belts. 

Dozer. 

Front~end loader. 

Infrequently, a ' blade & water truck (pad construction). 

We will pay the insurance and performance bond. Premiums-

(2,000,000 liability & $150,000). 

Following are the profits interest and expected profit returns: 

Case 

Contractor pays 
opera ting cos ts 
60 days. 

Contractor pays 
operating costs 
30 days. 

S.E.A. Hydromet 
pays cost plus 
from start. 

Profits Interest 

15% 
for 

12% 
for 

10% 
10% 

EXEected Profit Return 

Total 

$1,500,000 

$1,200,000 

$1,000,000 

Per Ton 

$l. 50 

$l. 20 

$l. 00 

REVIEWED 
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TOMBSTONE SERVICES 

Services required for the Tombstone heap re-processing include 

but are not limited to: 

1. Supervision and labor for metallurgical testing, 

equipment and pipe installation, and leaching 

personnel. 

2. Use of laboratory equipment, such as, crushing & 

pulverizing equipment, wet-lab facilities and atomic 
. 

adsorption analysis for gold or silver. 

For the above, the following profits interest would be earned 

and the resulting expected profit return . from the heap re-

processing. 

Actual Cost of Services 
and Equipment Rental 

$0 - 25,000 

25,000 - 50,000 

50,000 - 75,000 

75,000 - 100,000 

Profits Participating Expected 
Interest 

2~% . 

5% 

7~% 

10% 

Return 

$250,000 

500,000 

750,000 

1,000,000 

REV\EWED 

fM\~ } 8 1979 
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TOMBSTONE HEAP 

( Following are recent samples taken from the heap, grouped by 

( 

( 

( 

( 

\. 

screen size and mineral: 

Troy Oz. /Ton Value* Total 
Ore Type Au ~ Au ~ Value 

Clay .041 .. 26 $10.25 $1. 95 $12.20 

Fines . 086 .29 21.38 2 . 18 23.56 

Large .038 .53 9.38 3.94 13.32 

Manganese .155 1.44 38.75 10 . 80 49 . 55 

The above were weighted by their respective weight percent age 

(15%,25%,40% & 20%) and the average value ($250 Au & $7. 50 Ag"i~) 

is $22.95 . Assuming a 65% recovery, the resulting ore value 

would be $15.00. The operating costs will be under $5 . 00 per 

ton ore, yieldi ng a net operating profit before taxes of $10 . 00 

per ton ore. 

REVIEWED 
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SOUTHEAST CLAY 
.021 Au/.12 Ag 
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SOUTHWEST CLAY 
.060 Au/.36 Ag 
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NORTH CLAY NORTH FINES 

.042 Au/.30 Ag .051 Auj.15 Ag 

SOUTH FINES SOUTH LARGE 
.120 Au/.42 Ag .042 Au/ 

.57 Ag 

SOUTH MANGANESE 

.150 Au/1.89 Ag 

TOMBSTONE "HEAP" 
**************** 
Assays of ore types 
and sizes ......... . 

NORTH MANGANESE 

East .177 Au/1.98 Ag 

West .138 Auj.45 Ag 

REVIEWED 
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Categolty 

Powelt 

Wa:teJt Line 

PVC Fitting!:. 

Spltay!:. 

Plteg Pond 

Lab 

Building 

P la.nt 

Tank 

Chemical!:. 

Moving 

Labolt 

Management 

Mi!:.c. 

APPENDIX TWO 

TOMBSTONE 
Immediate Expenl:.el:. 

Activity 

APS Hook-Up(Vepo!:.it}i 
We!:.t Side Watelt Pump 
Old '71 Min. Plant · 
066ice 

Box & Metelt Loop 
Electltician 

Cable 
Switche!:. &. Elee.. Mi!:. c. 

Pump pannel/In!:.talla:tion 

3-inch PVC;3,OOO 6eet 
In!:.tallation 

Tee!:., Mani6oldl:., etc. 

Viltectional . ltainbiltd!:. 

Linelt & labolt 

Chemical!:. 

Quote 

$ 800 
2,400 

?O 

2,250 
300 

T Itailelt ( 4 OX 8' ) - 2 mo nth!:. + $ 21 5 
Mo nthly Itent= $ 1 35 : 500 

E!:.timate 

$ 600 
500 

1,000 
500 

1,000 

100 

80 

100 

100 

4-50 GPM 6iltelt/ltecovelty unit!:. 2,500 

1350 gallon 350 

StaJtt-Up !:.olvent!:. & Iteagent!:. 2,432 

Lab equipment & o66ice 1,500 

Leaching & cltul:.hing 

RF Hewlett, ei.al. Sal/Expen!:.e!:. 

Repolt:t!:. & !:.uppOltt 

Pltoce!:.!:.ing, 6lteight, etc. 

REVIEWED 
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6.650 

Total= $25,000 

2,000 

4,000 

900 

1,038 
18,350 

I 
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Name 

( SR- 3 Re~in 
(Ion-Exchange) 

Lime"-Paul Spu~ 
P~oce~~ ed (Ca.O) 

( Sodium Hypochlo~ite 
(Na.OCl-14% ~oln.) 

Sodium cya.nide 
(Na.eN) 

Sodium ~ulnide 
(Na. 2S) 

Zinc du~~ 
(Me~~illi~e) 

Sodium ~hio~ul6a.~e 
( (Na.2 S 203· 5 H2 O) 

TOMBSTONE 
S~a~~-Up Chemical~ 

Quan~.l~y Uni~ PlLice 

100 #I $ 6.50/#1 

20 ~on~ $14/ton 
Ha.ul •• $25/h~ 

5-55 ga.l. bbl. · $0.90/ga.l 

1000 #I 

400 #I 

300 #I 

300 #I 

$0.5615/#1 

$0.248/#1 

$0.662/#1 

$0.246/# . 

REVIEWED 

lviAR~197g 
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To~al P~ice 

$ 650 

280 
100 

248 

562 

99 

199 

74 

$ 2,211 

I 
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/' TOMBSTONE \ P Jto ce.~ ~ Che.mi~:tJty 

Re.cove.Jr..Y Me.:thod 
/ 

Ac:tivi:ty Solve.n:t Re.age.n:t Ag Au 
( 

A. SpJr..ay Side.' ( 1 ) NagS2 03 None. Powd. Zn Na2S 
Slo pe.~ (2 I Na N Lime. Na2S Re.~in 

B. CJtu~ h & L e.ach 
( No. Ramp (1) Na 2S203 None. Powd. Zn Na 2S 

( 2 ) CN Lime. Na2S Re.~ in 

C. CJr..u~h & Leach ( 1 ) NaCl NaOCl Na 2S Re.~in 
Heap ( 2 I CN Lim e. Na2S Re.~in 

(Low-Mnl 

V. CJr..u~ h & L e.ach ( 1 I NaCl NaOCl Na S Re.~in 

He.ap ( 2 ) Na 2S203 Po£d. Zn Na2S 
(High-Mnl ( 3 ) CN Lim e. Na2S Re.~in 

( 

( 

REVlEWED 
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March 23, 1979 
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Tucson Realtv & Trust Co. 
Allan A. Dochtermann 

Assistant Vice President 

Mr. Richard HeWlit~ 
Southwestern-ExPiQration Associates, Inc. 
~~~~~eedWay, Suite 14 

~~on, Arizona 85712 

Dick: 

To follow-up our phone conversation, the cost, on an annual basis, to 
increase the. Property Damage portion of your General .Liability Policy 
from the present limit of $100,000 to alternate limits of $250,000 or 
$500,000 would be $71.00 or $153.00 respectively. This, of course, is 
based on the: salary estimations presently showing on the policy. 

In addition, ' per Jim's letter of March 6,1979 regarding a Performance 
. Bond on your Tombstone properties, I ~xplained to Chris that as far as we 
can tell after discussing this with several companies, a Performance Bond 
would not b~ the answer to your problems and indeed, a Performance Bond 
would not cover your liability. Instead a personal financial guarnaty is 
what they are in fact looking for. 

Please let me know at your convenience the limits of liability you wish to 
carry. 

Thanks, 

~ 
Allan 
Assistant Vice President 
AAD:jo 

~cc: Chris 

rn 
A( All 0 " 

Insurance / Real Estate / Property Management / Risk Management / Mortgages ... "Since Territorial Days" 

20 South Stone Avenue · / P'ost Office Box 990 / Tucson . Arizona 85702 / Telephone 602·624·0451 



Consultants in : 

• base & preciolls metals • uranium 
( 

• coal. geothennal • environment 

4500 E. Speedway, Suite 14 ' 
Tucson, Arizona 85712 . 

(602) 795-6097 
/' 

I q(f 
• "mote sensing • color acrial photography 

. terpretation-image processing 

(" . orldwide Mobilization 

James A. Briscoe, Pres:dent 
Registered Professional 

Geologist 

c 

( 

( 
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Southwestern 
Exploration Associates, Inc. 

Betty J. Murray 
Larid Case Examiner 
Arizona State Land Department 
1624 W. Adams 
Phoenix, Arizona 85007 

March 22, 1979 

RE: Prospecting Permit Applications No. 73678 &73679 

Madam, 

As per our conversation in .your office on March 15, 1979, enclosed 
please find one original each of the two (2) Prospecting Permit 
applications #73678 & 73679. 

We realize .this changes our application fee refund from $150.00 to 
$100.00. Thank you for your time and help in this matter. 

SinCer~lY':D .. 
" --"' " ,/ 

:, ' .';/ b ' . ~ 
\ . '- ' ;"" Q----1" \.., • '" . . " 
. . . • . ---- 0----.-'( 
Clark D. Greeh -
Geologist/Landman 

CDG/cso 
2130 
P-4l8 
enclosures 
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JUU--- . Consultan ts in : ( ( 4500 E. Speedway, SUIte 14 , 
• base & precious metals. uranium Tucson, Arizona 85712 

(602) 795-6097 
• coal. geothennal • environment )"..:' r 
• r; ote sensing. color aerial photography 

t' c rpretation-image processing 
James A. Briscoe, President 

Registered Professional 
Geologist \, "rId wide Mobilization 

( 
Southwestern 

Exploration Associates, Inc . . 

Mr. Tom Schloss 
FAMCO 
1700 Broadway 
22nd Floor 
New York, NY 10019 

Dear Tom, 

March 16, 1979 

Enclosed is the progress report for the Tombstone Project for 
the period of February 23 to March 15, 1979. Also enclosed 
is the Muggins Mountain Study Area Proposal for Uranium 
Exploration in Yuma, Arizona prepared by Thomas E. Waldrip , Jr. 

We are sending these to your office rather than to the home 
address given to Jim because, evidently, the post office does 
not deliver overnight to Pelham Manor. 

We hope this change of plans does not inconvenience you. Should 
you have any questions about either of these reports, please do 
not hesitate to call. 

/ ---~
. cerely, . 

rist;:~e !{;!J~ 
Mgr., Business Services 

CMD:jmp 
encl. 
P-4l8, N-79 
2039 
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TOMBSTONE 

Sampling SummaAY 
MaAc.h 12, 1979 



TOMBSTONE 

~ 

( 

NOIL.th Ramp Sampling: 
(Tom Schlol:ll:l e.t. al. ) 

( (C. EI:I c.apule Lab R e.h ul.tl:l ) ; 

Same.leNumbe.1L TlLoy' Oz'. /t.on holn. TlLoy' Oz./t.on olLe. 
.. 

Gold Silve.1L Gold Silv(L1L 
( 

NR- 1 .043 • 31 • 129 .93 

NR- 2 .040 .38 • 120 1. 14 

NR- 3 .063 1. 80 · 189 5.40 

NR- 4 .039 .24 • 11 7 • 72 

NR- 5 .043 .41 • 129 1. 23 

NR- 6 .104 • 58 • 312 1. 74 

C 
NR- .; 7 .037 .29 • 111 .87 

NR- 9 .039 · 41 • 11 7 1. 23 

NR-10 .034 ' .20 · 102 . 60 

NR-l1 .034 .29 • 102 .87 

NR-12 .040 .29 • 120 .87 

NR-13 .052 .46 • 156 1. 38 

NR-14 .039 .20 • 11 7 .60 

C NR-15 .037 .25 • 111 .75 

Ave. • 138 1. 31 

REVIEWED 

r~iAR 1 8 1979 
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TOMBSTONE ' 

NOJt:t.h Ra.mp S _ a.mple Ma.p: 

#13 

#12 

NORTH ! 

:-' " U 

". \ 
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TOMBSTONE 

( 
Special Sample4: 
(Tom Sc.hlo44 e:t. al. ) 

( C. E4 c.apule Lab R e4 ul:t4 L; ' 
( 

Samele NumbeIL TILo!!. Oz./:ton 4oln. TILoy' Oz./:ton ·olLe 

Gold SilvelL Gold SilvelL 
EmeILald Vump; 

Fine4 .037 2. 14 · 111 6.42 

CoaIL4 e .060 .38 • 180 1. 14 

H.i..gh Ag .026 • 70 .078 2. 10 

C Ho:t H .046 .40 • 138 1. 20 

.127 2. 72 

Con:ten:tion 
Ta.i..ling4; 

Ea4.t •. 010 .21 .030 .63 
/ 

Middle .01 7 .28 .051 . 84 

\. 
We4.t .023 . 14 • 069 .42 

.050 .63 

( Sh-:t .078 .52 .234 1. 56 

REVIEWED 
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TOMBSTONE 

Spe.cial Sample./) 

CYANIVE v/). ACIV LEACH: 

To e./)~ima~e. ~he. e.nne.c~ive.ne./)/) on cyanide. a/) a le.aching /)olve.n~ 

wi~hou~ p4e.-~4e.a~me.n~, /)ample./) ~ake.n n40m ~he. /)ame. loca~on We.4e. 

le.ache.d wi~h cyanide. and aqua 4e.gia ~o de.~e.4mine. ~he. 4e.la~ive. 

4e.COVe.4ie./). I~ i/) known ~ha~ aqua 4e.gia will di/)/)olve. all on 

~he. gold and /)ome. on ~he. /)ilve.4, making aqua 4e.gia a good 

e./)~ima~04 on ~o~al value.(he.ad/)). F04 gold, aqua 4e.gia i/) m04e. 

p4e.ci/)e. ~han ni4e. a/)/)ay/), and wi~h ~he. u/)e. on an a~omic ab/)04p~ion 

machine., i/) muchn a/)~ e.4 • Following a4e. ~h e. 4 e./) ul~/) : 

CYANIVE · AQUA REGIA Pe.4Ce.n~ 
CYANIVE 

T.Oz./~on /)oln. T. Oz. /~on /)oln. RECOVERY 
04e. T YJ?e. Gola Sl.lVe.4 Gola sLlve.4 Gola 

Sh-t:. .020 .27 .070 .42 29 % 

Eme.Jtald Fine./) .005 .24 ~045 • 2 1 1 1 % 

Con~e.n~ion Tail/). 020 • 2 1 .~ 047 .08 .43 % 

N04~h Ramp-6- .025 2. 85 .082 .52 30 % 

The. above. cyanide.-aqua 4e.gia compa4iion con6i4m/) Ralph VanA4/)dale.'/) 

/)~a~e.me.n~ conce.4ning ~he. 4e.cOve.4y 06 only 10% On ~he. value./) n40m 

~he. manganineou/) 04e le6~ in ~he Eme4ald dump and wha~ wa/) haule.d 

~o ~he heap and leached. 

REVIEWED 
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TOMBSTONE 

Open P Lt Sampl:e/l 
Con.ten.ti.on Vi.ke 

Summa4y on Con.ten.ti.on Vi.ke Open-Pi..t Sample/l: 

Same.le Iden.ti.6.i.c.a.ti.on T.Oz~/.ton o4e G40/l/l Value/.ton 

Gold Si.lve4 ($250/$7.50) 

Channel CoaM e • 126 .39 $ 34.43 

A-Fi.ne~/c.oa4/le/mi.xed · 130 1. 32 42.40 

B-Fi.ne/l/c.oa4/le/mi.xed • 135 2. 88 55.35 

C-COa4/l e · 105 .48 29.85 

V- F i.n ell / COa4/l e • 158 1. 94 54.05 

Ave. • 158 1.94 $ 36.00 

O4e 

REVIEWED 



( 

Sa.me.L.e Identi6. i c.a.tion 
( 

Cha.nneL. Sa.mpL.e a.long 
Contention Vike 

A- Fin e.6 

A- Mix ed (min e Jtun) 

A- CoaJt.6e 

( B- Fin e.6 

B- Mixed(mine Jtun) 

B- CoaJt.6e 

C- Co aJt.6 e ( C ha.n n el) 

V- Fine.6 

V- C oa.Jt.6 e 

( 

TOMBSTONE 

Open Pit Sample.6 
Contention Vike 

T. 0 z • / to n ".6 0 In. 

Gole/. SilveJt --

.042 · 1 3 

.060 · 70 

.035 .25 

.035 .37 

.055 2.03 

. 040 • 35 

.040 .50 

.035 • 16 

.050 .96 

.055 .33 

T.Oz./ton oJte GJtO.6.6 Va.lue 
Ton OJte 

Gold SilveJt ($250/$7.5) --

• 126 . . 39 

· 180 2. 10 

· 105 . 75 

• 105 1. 11 

· 165 6.09 

· 120 1. 05 

· 120 1. 50 

• 105 .48 

· 150 2. 88 

• 165 .99 

$ 34.43 

60.75 

31 • 88 

34. 58 

86.93 

37.88 

41.25 

29.85 

59. 10 

48.68 
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Mr. 'James A. Briscoe 
Southwestern Exploration 
Associates, Inc. 

March 7, 1979 

4500 East Speedway, Suite 14 
Tucson, Arizona 85712 

Dear Mr. Briscoe: 

1700 Broadway 
New York, N.Y. 

10019 

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

1. Mining Properties 

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

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

3. Initial Payment 

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

4. Operating Entity 

It is anticipated that the Project will be conducted by 
an entity formed by INVESTORS and BRISCOE and 'tyhereunder, neither 
INVESTORS, individually, nor BRISCOE, individually, shall be 
obligated to assume personal liability, which entity may be 'in 
the form of a joint venture, joint operating agreement, limited 
partnership, corporation or any combination thereof. It is 
expressly agreed and unde~stood that either INVESTORS or BRISCOE, 
or both, may assign the rights set forth herein to a corpor~tion 
or other entity owned or managed by the respective parties. It 
is anticipated that the day to day operations of the Project will 
be conducted under the direction of an operating or project 
manager. Any such entity shall be under the general management 
and control of representatives of both INVESTORS and BRISCOE, and 
except as specifically provided below in . this Paragraph 4, the 
voting rights of each party's representative with respect to the 
Project decisi~ns shall be in proportion to the interest that 
each party has in and to the Project at the time such decision is 
made. Notwithstanding the foregoing, it is further agreed that 
until such time as INVESTORS have made the total cumulative 
contributions , described in Paragraph 6 below or have forfeited 
their right to make further contributions, major Project decisions 
including, without limitation, those relating to cash calls, 
payments to equity owners from cash flow, pursuing further explo
ration targets, acquisition of additional lands or mineral int
erests, expenses for plant or facility expansion, and decisions 
concerning termination or discontinuance of all or a portion of 
the Project operations will ,be made by representatives de~ignated 
by all parties with an interest in the Project. The agreement 
giving rise to, or the bylaws of, the operating entity shall 
contain a provision whereunder prior to the sale or transfer of 
an interest in the Project, the remaining parties to the Project 
shall have a right of first refusal, provided that no such 
transfer or assignment shall carry with it the right to manage 
the Project without the consent of the other parties. Promptly 
following the organization or formation of the operating entity, 
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all of the m~n~ng properties described in Paragraph 1 then held 
by or on behalf of BRISCOE or INVESTORS shall be transferred to 
the operating entity by appropriate instruments of conveyance, 
assignment or other transfer. 

5. Management 
It is anticipated that Southwestern Exploration Asso-

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

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

provisions of Paragraph 9 below, the equity interest of INVESTORS 
in and to the Project sh~ll be determined by the amounts contri
buted to the Project (under this letter agreement and under the 
agreements made, and through the entity established pursuant to 
Paragraph 4 above): 

Cumulative Percentage of Funding 
Investment Equity Intervals 

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

$ 50,000.00 30% Within 7 days of sub-
mittal to INVESTORS 
of the ReDort on 
First Phase described 
in Paragraph 8 below. 

$ 75,000.00 35% ~t. 

" 

$100,000.00 40% By 5/31/79 

$125,000.00 45% * 
$150,000.00 50% * 
$175,000.00 55% ..t. 

" 

$200,000.00 60% ** 
* Upon the voluntary contribution by INVESTORS or within 

7 days of call of Project in accordance with approved 
expenditure plans. 

-'-* " Upon the voluntary 
7 days of call of Project in 
expenditure plans, but in 
September 30, 1979. 

-3-
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The Proj ect shall make calls at intervals no more frequent °than 
20 days per call. Contributions may be made by INVESTORS at such 
other intervals as they may choose, whether or not funds advanced 
are needed at the time of contribution, to the end that INVESTORS 
shall niilinOtain the right, at their election, to complete all or 
such portion of the cumulative investment as INVESTORS may elect 
and thus obtain the specified percentage of equity in and to the 
Project and the operating entity as set forth above, provided 
that unless otherwise agreed to by all of the parties to the 
Project, the failure of INVESTORS to make contributions withip 
the schedule set forth above shall terminate the right of INVES
TORS tO othereafter make additional contributions. INVESTORS 
shall have the right at any time to elect not to make further 
contributions in the Project. If INVESTORS either elect not to 
make further contributions or if INVESTORS lose the right to make 
fur ther con tri but ions, ~be-e~y.-j.Il,t..~1i-o iE N¥E&':OOR,s-g.hcpl~ 
~lile~eCl'"Fter-"T"em'ai..~'1~··"!he~eTrt:'a~e-B<pec;t.i.f4ed ·-n-'Ehe-4!-a~"l-e-ab9Y.e-. 
If the contributions of INVESTORS and the cash flow resulting 
from the Project are not sufficient to fund the Project at the 
level at which the parties desire to sustain, it is anticipated 
that the parties may seek additional funds, in which event it is 
anticipated that it may be necessary to reduce the respective 
~nterests of the parties to enable the Project to obtain addi
tional funding. If INVESTORS acquire less than a 60% interest in 
the Project and if the Project elects to proceed to obtain addi
tional funding over and above the $200,000.00 funding level, 
INVESTORS recognize that their undivided interest in the Project 
may be subject to reduction 

I • 
ct is Teduced to 10% or less, 

INVESTORS shall relinquish their participating interest to the 
other parties to the Proj ect

O 
in return for a 10% carried net 

profits interest. 

7". Deposit of Funds; Disbursements; Bookkeeping 

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

8. Initial Capital Investment; 
General Outline of Operations 

. Attached hereto as Appendix Two, and made a part hereof, 
1S an outline of the -anticipated initial capital investment 
together with a table setting forth anticipated durati\~f -7 
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crushing operations as a function of the rate thereof and a 
general outline of anticipated operations. Upon evaluation of 
the results obtained by expenditure of the initial capital 
investment, as described in item I of Appendix Two, BRISCOE shall 
submit to INVESTORS a written report entitled "Report on First 
Phase" detailing the results of the initial work and setting 
forth BRISCOE's conclusions and recommendations based thereon, 
Except to the extent, if any, that Project funds are available 
for disbursement in accordance with the provisions of subpara
graph (c) of Paragraph 9 below, the initial $25,000.00 contri
bution made by INVESTORS upon execution of this letter agreement 
shall be non-refundable. 

9. Termination' 

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

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

(i) Out-of-pocket expenses incurred by INVESTORS 
and BRISCOE; including expenses incurred by .SEA for or 

. on behalf of the Project, and including professional 
services (other than those rendered by SEA) and travel 
expenses; 

(ii) Professional services· billed by SEA to the 
'. Proj ect (which bi.llings shall be made at the lowest 
rate or with the mo'st favorable discount employed by 
SEA in billing its other clients); and 

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

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

10. Notices 

Any notice or communication permitted or required to be 
given hereunder shall be effective when deposited in the United 
States mail, postage prepaid, and addressed as fOll0W~7' 
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If to INVESTORS: 

If to BRISCOE: 

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

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

4500 E. Speedway. Suite 14 
Tucson. Arizona 85712 

11. Liability Several; Inurement 

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

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

Ve~y truly yours. 

~:>~.fi4,1 .';/dha-
~ Thomas R.' Schloss 

Dwight E. Lee 

ACCEPTANCE BY BRISCOE: 

Accepted this ' ? J4.. day of 
/U.&~~ 1979 - .. 

----;~-----------------

'------ /)~ 
James A. Briscoe ~l 

./ -6": 
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APPENDIX ONE 

Project Disbursements and Bookkeeping 

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

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

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

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

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

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

Powelt 

Watelt Line 

PVC Fi:t:tingh 

SpltaYh 

Plteg Pond 

Lab 

Building 

"Plan:t 

Tank 

Chemic.alh 

Moving 

Labolt 

Managemen:t 

.. _.... ,...." .......... - " ...., 

TOMBSTONE 
1mmediate Expenheh 

Ac1.ivi:ty 

APS Hook-Up(Vepohi:t);" 
Weh:t Side Wa:telt Pump 
Old '71 Min. Plan:t 
066ic.e 

Box ~ Metelt loop 
Elec.:tltic.ian 

Cable 
Swi:tc.heh & Elec.. MihC.. 

Pump pannel/lnh:talla:tion 

3-inc.h PVC;3,000 6"eet 
Inh:talla.:tion 

Teeh, Mani6oldh, e:tc.. 

Viltec.:tional Itunbiltdh 

Linelt & labolt 

Chemic.alh 

Quote 

$ 800 
2,400 

50 

2,250 
300 

Tltailelt(40X8'}-2 monthh + $215 
Monthly ltent=$135 500 

Eh:timate 

$ 600 
500 

1,000 
500 

1,000 

100 

80 

100 

100 

4-50 GPM 6il:telt/ltec.ovelty uni:th 2,500 

1350 gallon 350 

Stalt:t-Up holventh & Iteagen:th 2,432 

Lab equipment & o66ic.e 1,500 

Leac.hing & c.ltuhhing 

RF Hewlet:t, e:t.al. Sai/Expenheh 

RepOIt:th & hUPPOltt 

PItOc.ehhing, "6Iteigh:t, e:tc.. 
6.650 

Total= $25,000 

2,000 

4,000 

900 

1,038 
18,350 
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II. Crushing Duration as a FunctOionOof Crushingo Rate 

Rate 

200 
400 
600 

1000 
3000 

Tons per Day 
" 
" 

III. General Outline of Operations 

Duration 

250 months 
125 " 
83.3 " 
50 " 
16.7 " 

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

) 

March 7. 1979 

4500 East Speedway, Suit.e 14 
Tucson, Arizona 85712 

Dear Mr. Briscoe: 

1700 Broadway 
New York, N.Y. 

10019 

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

1. Mining Properties 

It is anticipated that the Project will encompass (i) 
approximately 85 patented mining claims and 18 unpatented mining 

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

. optioned, located or otherwise acquired by or o~ behalf of BRISCOE 
or the entity described in Paragraph 4. 
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2. Condition of Agreement 

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

3. Initial Payment 

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

4. Operating Entity 
It is anticipated that the Project will be conducted by 

an entity formed by INVESTORS and BRISCOE and "tvhereunder neither 
INVESTORS, individually, nor BRISCOE, individually, shall be 
obligated to assume personal liability, which entity may be in 
the form of a joint venture, joint operating agreement, limited 
partnership, corporation or any combination thereof. It is 
expressly agreed and understood that either INVESTORS or BRISCOE, 
or both, may assign the rights set forth herein to a corporation 
or other entity owned or managed by the J?espective parties. It . 
is anticipated that the day to day operations of the Project will 
be conducted under the direction of an operating or project . 
manage~. Any such entity shall be under the general management 
and control of representatives of both INVESTORS and BRISCOE, and 
except ;as specifically provided below in"this Paragraph 4, the 
voting rights of each party's representative with respect to the 
Project decisions shall be in proportion to the interest that 
each party has in and to the Project at the time such decision is 
made. :Notwithstanding the foregoing, it is further agreed that 
until such time as INVESTORS have made the total cumulative 
contributions described in Paragraph 6 below or have forfeited 
their right to make further contributions, major Project decisions 
including, without limitation, those relating to cash calls, 
payments to equity owners from cash flow, purs'uing further explo
ration targets,. acquisition of additional lands or mineral int
erests,". expenses for plant or facility expansion, and decisions 
concerning termination or discontinuance of all or a portion of 
the Project operations will be made by representatives designated 
by all parties with an interest in the Proj ect. ,The agreement 
giving rise to, or the bylaws of, the operating entity shall 
contain a provision whereunder prior to the sale or transfer of 
an interest in the Project, the remaining parties to the Project 
shall have a right of first refusal, provided that no such 
transfer or assignment shall carry with it the right to manage 
the Project without the consent of the other parties. Promptly 
following the organization or formation of the operating entity, 
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all of the m~n~ng properties described in Paragraph 1 then held 
by or on behalf of BRISCOE or INVESTORS shall be transferred to 
the operating entity by appropriate instruments of conveyance, 
assignment or other transfer. 

5. Management 

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

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

provisions of Paragraph 9 below, the equity interest of INVESTORS 
in and to the Project shall be determined by the amounts contri
buted to the Project (under this letter agreement and under the 
agreements made, and through the entity established pursuant to 
Paragraph 4 above):. 

Cumulative Percentage of Funding 
Inve.stment Equity Intervals 

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

$ 50, ·000.00 30% Within 7 days of sub-
mittal to INVESTORS 
of the ReDort on 
First Phase d~scribed 
in Paragraph 8 below. 

$ 75,000.00 35% * 
$100,000.00 40% By 5/31/79 
$125,000.00 45% * 
$150,000.00 50% * 
$175,000.00 55% ..l. 

" 

$200,000.00 60% ** 
* Upon the voluntary contribution by INVESTORS or within 

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

7 days of call of Project in accordance with approved 
expenditure plans, but in any event no later than 
September 30, 1979. 
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The Project shall make calls at intervals no more frequent than 
20 days per call. Contributions may be made by INVESTORS at such 
other intervals as they may choose, whether or not funds advanced 
are needed at the time of contribution, to the end that INVESTORS 
shall maintain the right, at their election, to complete all or 
such portion of the cumulative· investment as INVESTORS may elect 
and thus obtain the specified percentage of equity in and to the 
Project and the operating entity as set forth above, provided 
that unless otherwise agreed to by all of the parties to the 
Project, the failure of INVESTORS to make contributions within 
the schedule set fo~th above shall terminate the right of INVES
TORS to thereafter make additional contributions. INVESTORS 
shall have the right at any time to elect not to make further 
contributions in the Project. If INVESTORS either elect not to 
make further contributions or if INVESTORS lose the right t~ make 
further contributions, the equity interest of INVESTORS sharI 
thereafter remain at the percentage specified in the table above. 
If the contributions of INVESTORS and the cash flow resulting 
from the Project are not sufficient to fund the Project at the 
level at which the parties desire to sustain, it is anticipated 
that the parties may seek additional funds, in which event it is 
anticipated that it may be necessary to reduce the respective 
interests of the parties to enable the Project to obtain 'addi
tional funding. If INVESTORS acquire less than a 60% interest in 
the Project and if the Project elects to proceed to obtain addi
tional funding over and above the $200,000.00 funding level, 
INVESTORS recognize that their undivided interest in the . Project 
may be subject to reduction. Except as hereinafter expressly 
provided in this Paragraph 6, INVESTORS partiGipfl,~~l!g ' .. :lI?-t:~!.est i.n 
the Proj ec'f " slialr~no£ 'be' reduced to less "tnan~~lle percen'tage that 
'contributions made by INVESTORS plus the INVESTORS' s4,are (ff . 
Proj ect profits used for_ Proj ect operations bears to the totcU 
capital investmenF"in -the Proj ecto(.~ If, however, INVESTORS' 
participating interest in the Project is reduced to 10% or less, 
INVESTORS shall relinquish their participating interest to the 
other parties to the. Proj ect in return for a 10% carried net 
profits interest. 

7. Deposit of Funds; Disbursements; Bookkeeping 

Unless and until the agreements giving rise to, or the 
bylaws adopted by, the operating entity provide to the contrary: 
(i) funds furnished by INVESTORS shall be deposited t9 the THL 
(Tombstone Heap Leach) Trust Account # 957-06641, The First 
National Bank of Arizona, University Medical Branch, P.O. Box 
41960, Tucson, Arizona 85717; and (ii) disbursements will be 
made and books and records will be kept in the amounts and in the 
manner set forth in Appendix One attached hereto and made a part 
hereof. 

8. Initial Capital Investment; 
General .Outline of Operations 

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

9. Termination 

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

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

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

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

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

(c) If after termination of this letter agreement, 
BRISCOE elects to proceed alone or in conjunction with parties 
other than INVESTORS, INVESTORS shall be entitled to receive 25% 
of the net profits, if any, derived from such continued opera~ 
tions, provided, however, that BRISCOE shall have the right at 
his election to extin~uish such net profits interest by paying 
INVESTORS the sum of $50,000 . 00 no later than the date one year 
from the date of term{nation of this letter agreement. 

10. Notices 

Any notice or communication permitted or required to be 
given hereunder shall be effective when deposited in t4e United 
States mail, postage prepaid , and addressed as follows: 
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If to INVESTORS: 

If to BRISCOE: 

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

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

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

11. Liability Several; Inurement 

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

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

Very truly yours, 

~j~ 
/Th~SchOSS 

Dwight E. Lee 

ACCEPTANCE BY BRISCOE: 

7A day of 
----e.~=_~-==---___ , 1979. 

c. ,J-~~ 
James A. Briscoe 
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. APPENDIX ONE 

Project Disbursements and Bookkeeping 

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

2. During the initial phase of Project operations and 
until Project expenditures totaling $25,OQO.00 have been made, 
all Project expenditures in excess of $100.00 shall, prior to 
payment, be approved by James A. Briscoe; thereafter, Project 
expenditures in excess of '$250.00 shall be approved by James A. 
Briscoe. 

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

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

. ' 

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

6. The Project operator shall keep accurate books, 
records and accounts in accordance with standard record 
keeping procedures, and the books, records and accounts 
shall be made available for examination by parties having 
an interest in the Project during normal working hours at 
the Project office. 
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II. Crushing Durat'ion as a Functio'no"f Cr'ushing' Rate 

Rate Duration 

200 Tons per Day 250 months 
400 " 125 " 
600 " 83.3 " 

1000 50 " 
3000 16.7 " 

III. General Outline of Operations 

It is anticipated that the initial $25,000.00 provided 
by INVESTORS will be used to initiate and commence spray 
leaching operations. Any resulting cash flow and any remain
ing part of the $25,000.00 will be used to lease a crusher . 
to process certain parts of the heap , to verify the process 
and to determine what the cost will be based on the type of 
ore to be processed. After these results have been obtained 
and analyzed, a decision will be made by the Project manage
ment committee or group to continue or to terminate the 

\ ~rogram. The current estimate for the use of the initial 
~25,OOO.00 is set forth in paragraph I of this Appendix. If 
the Project continues, an additional $25,000.00 to $50,000.00 
will be ,used to sample the heap and, if the Project ,management 
committee or group deems it advisable, to increase the daily 
capacity of the heap. Results available at this time will 
be analyzed by the management committee or group and decisions 
will be made as to whether to continue or terminate ' the 
program. If the decision is made to continue, it is antici
pated that the next step will be commencement of a plant for 
the leaching operation. Contributions made by INVESTORS or 
calls for additional funds will be used to: first, process 
the heap; second, further expand the crushing facilities; 
third, sample and drill the open pit potential ; and fourth, 
secure mineral rights in the areas not as yet under lease to 
the Project, all subject, however, to approval of or change 
of such plans by the Project management committee or group. To 
the extent that the foregoing operations of the Project require 
additional funding, it is agreed that resulting cash flow from 
the Project shall be used therefor. 
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Ca.-tegolLtj 

Powell 

Wa.-telL Line 

PVC Fi-t-t.i.ngh 

SplLa.tjh 

PlLeg Pond 

La.b 

BuLtd.i.ng 

. P la.n-t 

Ta.nk 

Chemic.a.lh 

Mov.i.ng 

La.bolL 

Ma.nagemen-t 

APPENDIX '!WO 

TOMBSTONE 
Immed.i.a.te Expenheh 

Ac.t.i.v.i.-ty 

APS Ho~k-Up(Vepohi-t); 
Weht Side Wa.-telL Pump 
Old '71 M.i.n~ Pla.n-t 
066ic.e 

Box & Me-telL Loop 
Elec.-tIL.i.c..i.an 

Ca.ble 
Sw.i.tc.heh & Elec.. MihC.. 

Pump pa.nnel/Inh-ta.lla.-t.i.on 

3-.i.nc.h PVC;3,000 6ee-t 
Inh-talla.-t.i.on 

Teeh, Ma.ni601dh, e-tc.. 

VilLec.-t.i.ona.l. 4a..i..nb.i.lLdh 

L.i.nelL & labolL 

Quote 

$ , 800 
2,400 

50 

2,250 
300 

, Eh -t.i.ma.te 

$ 600 
500 

1,000 
500 

1,000 

100 

80 

100 

Chem.i.c.a.lh 100 

TILa..i.lelL(40X8'}-2 mon-thh + $215 
Mon-thly lLen-t=$135 500 

. 4-50 GPM 6il-telL/lLec.ovelLtj un.i.-th 2,500 

1350 ga.llon 350 

S-ta.IL-t-Up holventh & lLea.genth 2,432 

La.b equipmen-t & o66ic.e 

Lea.c.h.i.ng & c.lLuhhing 

RF Hewle-t-t, e-t.a.l. Sa.l/Expenheh 

RepolL-th & /)UPPOIL-t 

PILOc.ehhing, 6ILe.i.gh-t, e-tc.~ 
6.650 

To-ta.l= $25,000 

1,500 

2,000. 

4,000 

900 

1 , 038 
18,350 



( 

( 

( 
" 

I 

I 

, . 

r 

( 

If to INVESTORS: 

( 

If to BRISCOE: 

Messrs. Thomas R. Schloss 

and DWight E. Lee 

FAMCO 

1700 Broadway 

New York, New York 10019 

'Mr. James A. Briscoe 

SOuthwestern EXPloration 

AssociAt-n_ _ 
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NEW. , 

liable as 

Iting a 

rms of this 

be binding 

None of 

5 'll'. 2"- ~ ~ bB 
'o-.<uns hereunder 

_......... 
' .. -··~~nr: of the Other Parties 

-'-'-~"QLL not unreasOnably be "'ithheld. 

If this letter agreement sets forth Your understanding 

of the basic terms OUtlined in preVious diScussions on this 

SUbject, Please indicate Your acceptance by exeCuting the 

COpy of this letter agreement in the sPace indicated and 

return it to the undersigned. 

Very truly Yours
l 

ACCEPTANCE BY BRISCOE: 

DWight E. Lee 

is ~ day of 

=.~~~ -~ 
I 1979. 

-

~/4-
. 

-.r-~James A. Briscoe 
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VE R.ITY. SM ITH f5 KEAR.NS. P. c. 
VICTOR H. VERITY 

LE:6 N . SM ITH 

DESMOND P. KEARNS 

LARRY D . CLARK 

PATRICIA G. MUNGER 

Mr. Thomas H. Schloss 

ATTORNEYS AT LAW 

902 TRANSAMERICA BUILDING 

177 NORTH CHURCH AVENUE 

TUCSON. ARIZONA 85701 

March 7. 1979 

c/o Southwestern Exploration 
Associates. Inc. 

4500 East Speedway. Suite 14 
Tucson, Arizona 85712 

Dear Tom: 

TELEPHONE 

(602) 1523 ' 6g61 

Enclosed are four copies of a letter agreement contain
ing revisions to the draft submitted ; with my letter to you 
of March 2. I read the revisions over the phone to Dwight 
Lee. Dwight indicated his approval of the revisions and 
suggested that you need contact him only if further major 
revisions are to be made. 

Unfortunately. Dick Hewlitt phoned while I was on a 
call from Dwight, and I was , unable to ascertain whether any 
changes were necessary to the schedule set forth in item I 
of Appendix Two. 

Please note that I did not attempt to make any allo- . 
cations between the individual parties and the operating 
entity as to legal fees. I suggest that this be handled in 
the operating agreement or other operating entity documents. 
If the Project terminates at the end of the first phase. it 
would appear that the provisions of Paragraph 9(b)(i) would 
appropriately take such fees into ount. 

LNS/clmd 
Enclosures 

Leo N. Smith 

-----------------------------------------------------



Consultants in: 4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 
• base & precious metals • uranium 
• coal. geothennal • environment 
• remote sensing • col Of aerial photography 

James A. Briscoe, President 
Registered Professional 

Geologist 

C rpretation-image processing 
y, vr dwide Mobilization 

cO 

( 
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Leo N. Smi th 
Attorney-at-law 
902 Transamerica 
Tucson, Arizona 

De ar Leo, 

Southwestern 
Exploration Associates, Inc. 

Building 
85701 

March 5, 1979 

Thank you for your· letter of March 3, 1979 enclosing a draft copy of the proposed letter agreement wi th Tom Schloss and Dwight Lee relating to the Tombstone Heap Leaching Project. 

I have reviewed the proposed form · of letter agreement, and find it to be acceptable with the clarification set out in the enclosed addendum. 

By copy of this letter I ~m sending Tom and Dwight a copy of the clarification referred to above. After you and they have. had an opportunity to discuss thi final draft of the letter agreement, I will look forward to hearing from you. In the meantime, please give me a call if you have any questions. 

ver~ truly yours, 1/ . . 
j. ~ :J-Jd-t,~o--
,J~mes A. Briscoe 
.resident 

JAB/kar 
encl. 
1:>-418 
097 

\ 



-/( " ,-: ' '" / ) ) , .. , 
- I "· '-_. - "GrJ~5L '~' 

J. () ) "--
" o l!, j./ / 'ft, ,' n 5~rj,' C-,, :X A-_~_/ /3li j C{:r<- /. i -) '/ 

,/:! '[7 I l ') 

.j 



( 

( 

l 

( 

, . 

VERITY, SMITH 8 KEARNS, P. C. 
VICTOR H . vE,RITY 

LEO N . SMITH 

DeSMOND P. '<eARNS 

L .... RRy O . CLARK 

PATRIC ..... G . MUNGER 

ATTORNEYS AT LAW 
902 TRANSAMERICA BUILDING 

.77 NORTH CHURCH A veNue 

TUCSON , ARIZONA 85701 

T£LE:PHONE: 

(~OZ' ~Z3 ' 69~ 1 

March 3, 1979 

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

4500 East Speedway, Suite 14 
Tucson, Arizona .85712 

Dear Jim: 

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

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

Best personal regards. 

LNS/dmd 
Enclosures 

. Smith 

cc: Thomas H. Schloss (w/enclosure) 
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March 2, 1979 

Mr. ' James A. Briscoe~-~ 
Southwestern Exploration 
Associates, Inc. 

4500 East Speedway, .Suite 
Tucson, Arizona 85712 -===.-------
Dear Mr. Briscoe: 

1700 Broadway 
New York, N.Y. 

10019 

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

1. Mining Properties 

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

The terms J . conditions and covenants of this letter 
nt, other than the payment obligation described in Paragraph 

er , shall be expressly conditioned upon INVESTORS satisfying 
'-t~e-~-selves within"""""3'O"" a-ays of the date of execution of . this letteL" 
agreement. by BRISCOE thae: (i) the iDC Lease grants to BRISCOE 
the rights set forth therein, free and.clear of all liens and 
encumbrances other than as specifically described therein, and 
that TDC has and possesses title as represented by TDC ~herein, 
all as evidenced by an op~n~on of counsel employed and retained by 
INVESTORS; and (ii) formation of an op~rating entity by INVESTORS 
and BRISCOE pursuant to Paragraph 4 below. 

3. Initial Payment 

Upon execution of this letter agreement by BRISCOE and 
delivery to INVESTORS of a fully executed copy, INVESTORS shall 
advance to BRISCOE the sum of Twenty-Five Thousand Dollars 
($25,OOO.OO~, which sum shall be applied against Project expen-
ditures. L . c.<A C1 hVl-'1- r~~"6L.. ~-IIf-

4. Operating Entity . 

It is anticipat~d that the Proj ect will be conducted by jAvlX_t,1 
an entity formed by INVESTORS and BRISCOE and whereunder INVESTORS~ ~~) 
individually, shall ' assume no · personal liab;i.lit~ .. , which ' entity 
may ,be, in the form of a j oint-venture ';, joint· operating 'agreemen&, 
limited partner~hip, corporation or any combination thereof. It 
is anticipated that the day to day operations of the Project will 
be conducted under the direction of ·an operating or project 
manager. Any such entity shall be under the general management 
and control of representatives of both INVESTORS and BRISCOE to 
the end that decisions including, without limitation~ those 
relating to payments to equity owners from cash flow, pursuing 
further exploration targets, .acquisition of addItional lands or 
mineral interests, expenses for plant or facility expansion, and 
decisions concerning termination or discontinuance of all or a 
portion of the Project operations will be made by representatives 
of all parties with an interest in the Project. Promptly follow-
ing the organization or formation of the operating entity, all of 
the mining properties described in Paragraph I then held by or on 
behalf of BRISCOE or INVESTORS shall be transferred to the opera-
ting entity by appropriate instruments of conveyance, assignment 
or other transfer. 

5. Management 

BRISCOE shall ' manage the exploration and development 
operations pursuant to plans approved and adopted in accordance 
with the provisions of the agreement giving rise to, or the 
bylaws adopted by, the operating entity, it being understood and 
agreed that such app-rovals shall be made by a mp.nagement corrunittee 
or manageme~t group containing representatives of the OV?I1ers of 
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interests in and to the Project. BRISCOE shall provide INVESTORS 
twice monthly with wri tten progress reports detailing the activi
ties undertaken by and planned for the Project. 

6. Interest Acgu{red by INVESTORS 

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

Gt.nnulative Percentage 
Investment Equity 

$ 25,000.00 25% 

$ 50,000.00 30% 

$ 75,000.00 35% 

$100,000.00 40% 

$125,000.00 45% 

of 

" / 

Funding 
Intervals 

' Upon execution of 
this letter agreement 

* 
* 
* 
* 

I 
$150,000.00 50% 

s
Approximately Jf! 30/79 -) 

_~s\~ 
------------- ---------- .; t * , " \l v:- .( ~ 

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

'7~~.~ 
*Upon the voluntary contribution by INVESTORS or ~\~~J-

upon call of Project in accordance with approved 1\ ; ~..r\; 
expenditure ·plans. f;;U~ ~ ~ v{::J...-f' 2~';!~ 

t-n)tt'J·l1'-' ,r r ...... r I 1,-\ -~"\ Vc ~ 
The Pro~t shall make no\calls at intervals more frequen~ v~ ~ ~~ : 
than 20 I days per ': call and no call shall be made prior to ~~~,f' (f 

establishment of . the entity described in Paragraph ~ above' 1ff'tJ~J f t eL 
Investments may be made by INVESTORS at such other intervals ~ ~ ~ .~ 
as . they may choose, whether or not funds advanced are needed 'v~ sf ¥ . , 
at the time of contribution, to the end that INVESTORS shall ~~ ..£" .~ '(I 
maintain the right, at their election, to complete all or $~y. :! ..[<("1;-: 
such porti'on of the cumulative investment as INVESTORS may .s::~ -\-~ . .J . 
elect and thus obtain the specified percentage of equity in ~ )f.,tf J ~ ~ 
and to the Proj ect and the operating entity as set forth "'l).~t ~ ;:; r ... ·\ .. ~ • 
above. INVESTORS sh~ll have the. right at ~ny ti~e to. elec t t:'-",r-i>t.. i'f """'X' 
not to make further 1nvestments 1n the ProJect, 1n wh1ch ~~ § \?-~ 
event the equity interest of INVESTORS shall thereafte.r fr \~~~ 
remain at the percentage specified in the table above ~ ) wd } ko.v t.._,w 
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7. Deposit of Funds; Di"sb"ursements; Bookkeep"ing 

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

8. Initial Capital Investment; 
"General Outline of Operations 

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

9. Termination 

Unless extended in writing by INVESTORS and BRISCOE. 

~ 
this letter. agreement, and th,e liabi~ities and o~ligations 
of the part~es hereunder, shall term~nate on Apr~l 5. 1979 
unless on or before such date the conditions described in 
Paragraph I have been met; provided, however, that INVESTORS 
shall -be entitled to reimbursement of the initial $2-5,000.0'0 
payment described in-Paragr.aph'"'·3·· ab-ove~':-from first " proceeds 
obtained by BRISCOE or his assigns from production from the 
TDC l?ease. " 

10. Notices 

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

If to INVESTORS: 

If to BRISCOE.: 

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

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

4500 E. Speedway, Suite 14 
Tucson. Arizona 85712 

-4-
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11. Liability Several; In'urement 

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

If this letter agreement sets forth your understanding 
of the basic terms outlined in previous discussions on this 

' subject, please indicate your acceptance by executing the 
copy of this letter agreement in the space indicated and 
return it to the undersigned. 

ACCEPTANCE BY BRISCOE: 

Accepted this day of 
__________________ , 1979. 

James A. Briscoe 

Very truly yours, 

Thomas ,H. Schloss 

Dwight E. Lee 

-5-
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APPENDIX ONE 

Project Disbursements and Bookkeeping 

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

2. During the initial phase of Project operations and 
'until Project expenditures totaling $25,000.00 have been made, 
all Project expenditures in excess of $100'.00 shall, prior to 
payment, be approved by James ·A. Briscoe; thereafter, Project 
expenditures in excess of $250.00 shall be approved by James A. 
Briscoe. 

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

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

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

6. The Project operator shall keep accurate books, 
records and accounts in accordance with standard record 
keeping procedures, and the books, records and accounts 
shall be made available for examination by parties having 
an interest in the Proj ect during normal \vorking ho~rs at 
the Project office. 
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I. 

APPENDIX TWO 

Outline of Anticipated Initial Capital 
Investment; Crushing Operations; and 

General Outline of Operations 

Anticipated Initial Capi tal Investment 

It is anticipated that the initial inves'tment 
anticipated slope leach shall be as follow~: 

A. Power hook-up 

B. Electri c 

C. Pump installation/electric 

D. Water line installation 

E. Spray lines/manifolds 

'F. Directional rainbirds 

G. Preg pond 

H. Laboratory 

I. Building 

J. Plants 

K. Tanks 

L. Chemicals 

1. Resin-SR-3 1001/ 

2. Lime 100011(.081) 

3. Sal t 

It. NaOCl ' 5-55 gal 

5. Na 2 S 20
3 

30011 

6. NaCN 100011 

1. Na S 2 !JOOII 

8. Powd. Zinc 10011 

M. Insurance and bond 

N. Hanagement' 

O. Labor 

P. 1-1i s c • 

for the 

$2!J00 
2000 

1000 
20!J0 

100 

80 

,'100 

100 

200 
2200 

1000 

I 

650j 
I 

81 , 

, 
241 

, 

74 

56 J, 

100 I 
I 

66 I 
It500 

!JOOO 

2000 

11.J95 

25,000 
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II. Crushing Duration as a Function of Crushing Rate 

Rate Duration 

200 Tons per Day 250 months 
400 .. 125 .. 
600 " 83.3 " 

1000 50 " 
3000 16.7 .. 

III. General Outline of Operations 

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

following order of priority until all cash resources 

are expended: 

1) Out of pocket expenses will be reimbursed. 

2) 

3) 

Time will be reimbursed at an agreed upon billin9 
rate (see Attachment 3) ?1\" ' ~ , II1VtS+!V1 "~ ~' C lf)"-ll- )J-

. I'~ - ) \' ' \01'1'-J ,( \ , 
After payment of the above, remaining profit will 

be reimbursed equally on a i/3, 1/3, 1/3 basis. 

I ' ' / ( I " , l J C'''A--

5. Life of the partnership l. c.. c.....:.., f) 

a. Life of the partnership will be three years unless unan-

imously extended. 
(7 

6. Dissilution 

7. 

a. The partnership can be dissolved on'unanimous agreement. 

Disagreements 

a. All decisions will be unanimous 

b. If unanimity cannot · be arrived at, the partners will sub

mit their disagreement to binding arbitration under the 

rules of the Natiorial Arbitration Association. 

8. Valuation of assets ~ 

a. From time to time, and not less than yearly; inventory 

of equipment · and assets will be made . These assets will 

then be valued by appropriate appraisal techniques. 

9. Sale of partnership interests. 

a. If a partner should desire to sell his interest in the 

partnership, he will be first required to give the other 

partners right of first refusal.. This offer shall be made 

on a pro rata basis to the other partner or partners as the 

case might be. If afte~ a 30 day decision period, the 
Jtff" 

partners have decided~to purchase the selling partner's 

assets, the selling partner will have the right to sell 

those assets to any other purchasor at a price not less than 

that offered to the remaining partner or partners. 

The remaining partners shall determine by unanimous decision; 

whether the individual or corporation purchasing the selling 
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VICTOR H . VERITY 

LEO N . SMITH 

DESMOND P. KEARNS 

LARRY D . CLARK 

PATRICIA G . MUNGER 

VERITY. SMITH M KEARNS. P. C. 
ATTORNEYS AT LAW 

902 TRANSAMERICA BUILDING 

177 NORTH CHURCH AVENUE 

TUCSON . ARIZONA 65701 

March 3, 1979 

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

4500 East Speedway, Suite 14 
Tucson, Arizona 85712 

Dear Jim: 

Tf:L.f:PHON!;. 

(C02) C23 · ceCI 

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

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

Best personal regards. 

LNS/dmd 
Enclosures 

. Smith 

cc: Thomas H. Schloss (w/enclosure) 
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Mr. James A. Briscoe 
Southwestern Exploration 
Associates, Inc. 

March 2, 1979 

4500 East Speedway, Suite 14 
Tucson, Arizona 85712 

Dear Mr. Briscoe: 

1700 Broadway 
New York, N~Y. 

10019 

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

1. Mining Properties 

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

I 

I· 
I 

I 
I 



2. CDnditiDn Df Agreement 

( The terms, cDnditiDns and CDvenants Df this letter 
agreement, Dther than the payment DbligatiDn described in Paragraph 
3 hereDf, shall be expres.sly cDndi tiDned upDn INVESTORS satisfying _ 
themselves within 30 days Df the date Df executiDn Df this "letter 
agreement by BRISCOE that: (i) the TDC Lease grants to. BRISCOE 
the rights set fDrth therein, free and clear Df all liens and // 

( encumbrances Dther than as specifically described therein, and / 
that TDC has and pDssesses title as represented by TDC therein, 

( 

( 

( 

( 

( 

all as evidenced by an DpiniDn . Df cDunsel. emplDye.d and retained by 
INVESTORS; and (ii) fDrmatiDn Df an Dperating entity by INVESTORS 
and BRISCOE pursuant to. Paragraph 4 belDw. 

3. . Initial Payment 

UpDn executiDn Df this letter agreement by BRISCOE and 
delivery to. INVESTORS Df a fully executed CDpy, INVESTORS shall 
advance to. BRISCOE the sum Df Twenty-Five ThDusand DDllars 
($25,000.00), which sum shall he applied against PrDject expen
ditures. 

4. Operating Entity 

It is anticipated that the PrDject will be cDnducted by 
an entity fDrmed by INVESTORS and BRISCOE and whereunder INVESTORS, 
individually, shall assume no. persDnal liability, which entity 
may be in the fDrm Df a jDint venture, jDint Dperating agreement. 
limited partnership, cDrpDratiDn Dr any cDmbinatiDn thereDf . It 
is anticipated that the day to' day DperatiDns Df the PrDject will 
be cDnducted under the directiDn Df an Dperating Dr prDject 
manager. Any such entity shall be under the general management 
and cDntrDl Df representatives Df bDth INYESTORS a~d BRISCOE to' 
the end that decis.iDns including, withDut limitation,. thDse 
relating to' payments to' equity Dwners frDm cash flDW, pursuing 
further explDratiDn targets, acquisitiDn Df additiDnal lands Dr 
mineral interests, expenses fDr plant Dr facility expansiDn, and 
decisiDns cDncerning termination Dr discDntinuance ' Df all Dr a 
pDrtiDn Df the PrDject DperatiDns will be made by representatives 
Df all parties with an interest in the PrDject. PrDmptly fDllDW
ing the DrganizatiDn Dr fDrmatiDn Df the Dperating entity, all Df 
the mining prDperties described in Paragraph 1 then held by Dr Dn 
behalf Df BRISCOE Dr INVESTORS shall be transferreq to' the Dpera
ting entity by apprDpriate instruments Df cDnveyance, assignment 
Dr Dther transfer. 

5. Management 
BRISCOE shall manage the explDratiDn and develDpment 

DperatiDns pursuant to' plans apprDved and adDpted in accDrdance 
with the prDvisiDns Df the agreement giving rise to', Dr the 
bylaws adDpted by, ' the Dperating entity, it being understDod and 
agreed that such apprDvals shall be made by a management cDmmittee 
Dr management grDup cDntaining representatives Df the Dwners Df 

-2-
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interests in and to the Project. BRISCOE shall provide INVESTORS 
twice monthly with written progress reports detailing the activi
ties undertaken by and planned for the Project. 

6. Interest Acquired by INVESTORS 

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

Cumulative Percentage of Funding 
Investment Eguity Intervals 

$ 25, 000. 00 "'" 25% Upon execution of 
this letter agreement .. 

$ 50,000.00 30% * 
$ 75,000.00 35% * 
$100,000.00 40% * 
$125,00~.00 45% * 
$150, .000.00 50% Approximately 6/30/79 

$175,000.00 55% * 

gQO,OOO.OO 60% * 

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

The Project shall make no calls at intervals more frequent 
t~an 20 days per call. and no eall shall be made prier eo 
es.t;..ablishment of the entity de3eribed in Paragraph 4 abov-e. 
Investments may be made by INVESTORS at such other intervals 
as they may choose, whether or not funds advanced are needed 
at the time of contribution, to the end that INVESTORS shall 
maintain the right, at their election, to complete all or 
such portion of the cumulative investment as INVESTORS may 
elect and thus obtain the specified percentage of equity in 
and to the Project and the operating entity as set forth 
above. INVESTORS shall have the right at any time to elect 
not to make further investments in the Project, in which 
event the equity interest of INVESTORS shall thereafter 
remain at the percentage specified in the table above . . 

-3-
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7. Deposit o·f Ftmds; Dishur·sements; · Bookke·eliing 

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

8. Initial Capital Investment; 
General Outline of Operations 

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

9. Termination 

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

10. Notices 

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

If to INVESTORS: 

If to BRISCOE: 

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

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

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

-4-
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11. Liability Several; · I'Iiurement 

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

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

ACCEPTANCE BY BRISCOE: 

Accepted this day of 
___________________ , 1979. 

James A. Briscoe 

Very truly yours, 

Thomas H. Schloss 

Dwight E. Lee 

-5-
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APPENDIX ONE 

Project Disbursements and Bookkeeping 

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

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

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

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

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

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



p 

( 

( 

( 

1. 

APPENDIX TWO 

Outline of Anticipated Initial Capital 
Investment; Crushing Operations; and 

General Outline of Operations 

Anticipated Initial Capital Investment 

It is anticipated that the initial inves'tment for the 
anticipated slope leach shall be as follows: 

A. Power hook-up 

B. Electric 

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

D. Water line installation 

E. Spray lines/manifol~s 

F. Directional rainbird s 

G. Preg pond 

H. Laboratory 

I. Bui Id ing 

J. Plants 

K. Tanks 

L. Chemicals 

1. Resin-SR-3 

2. Lime 

3. Sal t 

It •• NaDCl 

5. Na 2 S2D3 
6. Na CN 

7. Na 2S 

8 . Po wd. Z inc 

M. Insurance and bond 

N. Management' 

O. Labor 

P. Misc. 

10011 

100011(.087) 

5-55 gal 

30011 

10001/ 

~OOil 

1001/ 

$2~00 

2000 

1000 

2040 

100 

80 

·'100 

100 

200 

2200 

1000 

650 : , 
87 , 

247 ! 

74 

561 . 

100 

66 

4500 
4000 

2000 

1495 

25,000 
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II. Crushing Duration as a Function of Crushing Rate 

-Rate Duration 

200 Tons per Day 250 months 
400 " 125 " 
600 " 83.3 " 

1000 50 " 
3000 16.7 " 

III. General . Outline of Operations 

It is anticipated that the initial $25,000.00 provided 
by INVESTORS will be used to initiate and commence spray 
leaching operations. Any resulting cash flow and any remain
ing part of the $25,000.00 will be used to lease a crusher 
to process certain parts of the heap, to verify the process 
and to determine what the cost will be based on the type of 
ore to be processed. After these results have been obtained 
and analyzed, a decision will be made by the Project manage
ment committee or group to continue or to terminate the 
program. The current estimate for the use of the initial 
$25,000.00 is set forth in paragraph I of this Appendix. If 
the Project cohtinues~ an additional $25,000.00 to $50,000 . 00 
will be used to sample the heap and, if the Project management 
committee or group deems it advisable, to increase the daily 

. capacity of the heap. Results available at this time will 

. be analyzed by the management corrrrnittee or group and decisions 
will be made as to whether to continue or terminate the 
program~ If the decision ·is made to continue, it is antici
pated that the next step will be commencement of a plant for 
the leaching operation. Contributions made by INVESTORS or 
calls for additional funds will be used to: first, process 
the heap; second, further expand the crushing facilities; 
third, sample and drill the open pit potential; and fourth, 
secure mineral rights in the areas not as yet under lease to 
the Project, all subject, however, to approval of or change 
of such plans by the Project management committee or group. 

-2-
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VICTOR H . VERITY 

LE:O N. SMITH 

DE:SMOND P. KE:ARNS 

LARRY O . CLARK 

PATRICIA G . MUNGE:R 

VERITY, SMITH B KEARNS, P. C. 
ATTORNEYS AT L.AW 

90Z TRANSAME:RICA BUILDING 

177 NORTH CHURCH'AVE:NUE: 

TUCSON, ARIZONA 85701 

March 2, 1979 

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

4500 East Speedway, Suite 14 
Tucson, Arizona 85712 

Dear Jim: 

@ 
TELEPHONE 

(602) eZ3-egel 

At the request of Tom Schloss, I 
my letter to Tom commenting on the P 

am enclosing a copy of 
liminary Draft of 

Lea'se Agreement with TDC. 

LNS/dmd 
Enclosure 

y-yours, 
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VE RITY, SM ITH 8 KEARNS, P. C. 
VICTOR H. VERITY 

l.EO N . SMITH 

OESMONO P. KEARNS 

LARRV O . CLARK 

PATRICIA G . MUNGER 

Mr. Thomas H. Schloss 
FAMCO 
1700 Broadway 

ATTORNEYS AT LAW 

902 TRANSAMERICA BUILDING 

177 NOATH CHURCH AVeNUE 

TUCSON, ARIZONA 85701 

March 1, 1979 

New York, New York 10019 

Dear Tom: 

Re: Comments Concerning TDC 
Le'as'e Agre'emeilt' 

TELP:PHON!: 

(60", ""3 ·"g", 

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

It was explained to me by Jim 'Briscoe and Dick Hew1itt 
that . the Lease .is the best that can be made under the circum
stances and that any changes would not be acceptable to TDC. 
Further, it was explained that the Lease was fashioned after 
a Lease Agreement dated August 31, 1973 between TDC and 
1971 Minerals, Ltd. . 

The Lease is not artfully drafted and contains numerous 
ambiguities and .uncertainties that exist, as more 'ful1y 
discussed below. 

Of initial concern from your standpoint, in deciding 
whether or not to become 'a party to the Lease, are 'the 
obligations assumed by Les'see upon execution of the Lease. ' 
The most onerous obligation appears to be the 'commi'tment . 
that Lessee assumes under Paragraph '14 to expend $200,000 in 
exploration and development and to pay . $90, 000 in advance ' 
royalties before Lessee is entitled to terminate the ·Lease.· 
As I read Paragraph 14, this is an abso1utecomrnitment on 
the part of Les·see. With this in mind, I assume that you 
would not elect to become personally liable as a Lessee. 
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Mr. Thomas H. SCllloss 
March 1. 1979 'Page 2. 

Other commitments assumed by Lessee do not appear as 
onerous. and include items such as an initial $6.000 advance 
royalty payment upon execution and a $7.500 monthly advance 
royalty payment commencing May 1. 1979 and each month there
after (Paragraph 3); an obligation to "continuously and 
diligently" and "in an active arid substantial way" explore 
and develop the mining claims (Paragraph 4); a requirement 
that Lessee furnish a myriad of reports and data'(Paragraphs 
5 and 6); payment of taxes (Paragraph 7); a $150.000 bonding 
requirement to protect Lessor for liens or labors and materials 
furnished for Lessee's account (p'aragraph 12); a requirement 
that Lessee furnish a comprehensive liability policy in a 
minimum amount of $2,000,000 (Paragraph 15); and an obligation 
that Lessee perform assessment 'tvork and that Lessee "do 
everything possible to validate" the unpatented claims 
(Paragraph 17). . 

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

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

2. Buildings - Paragraph 4 indicates that any 
equipment and machinery placed upon ·the property by 
Lessee shall remain Lessee's property "with. the exception 
of any buildings constructed by Lessee." Alone, this 
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Mr. Thomas H. S( oss 
March 1,1979 Page 3. 

provision infers that any building constructed by 
Lessee would pass to Lessor upon termination. However, 
Paragraph 10 contains a provision that unless Lessee 
removes within sixty days of termination certain items, 
including "bu~ldings , _" the same ·shall become the property 
of Lessor. 

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

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

If it were at all practical to so do, it would be 
preferable that a new Lease be prepared to eliminate ~any of 
the ambiguities and uncertainties that exist in the present 
Lease form. If, however, the present Lease 'is the 'only 
Lease acceptable to TDC, the possibility of disputes' with ' 
TDC concerning the numerous ambiguities must be "rec~gnized. 

Very truly yours, 

LNS/dmd Leo N. Smith 

-- -- ----------------------------------------
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Southwestern 
Exploration Associates, Inc. 

Mr. Leo N. Smith 
Verity, Smith, & Kearns 
Suite 902 
Transamerica Building 
Tucson, Arizona 85701 

Dear Mr. Smith, 

February 28, 1979 

. BY~...J..+--

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

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

With the termination of the lease agreement by 71 Minerals with 
T.D.C., August 31, 1973, by letter from 71 Minerals, · page 9, 
paragraph 14, · 71 Minerals now has no properties, leases, etc., 
and the partnership could be closed or terminated. In any event, 
I have had no involvement with 71 Minerals for a number of years. 

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

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

B. There are no liens recorded in the Cochise County Court 
House against the T.n.C. claims. However, a tax lien was 
filed by the State of Arizona against 71 Minerals. 

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

1. Written notice by 71 Minerals to T.n.C.; Frank Gallup, 
T.n.C., is sending the notice directly to LeQ Smith, 
paragraph 14 .. 



( 

( 

( 

( 

2/28/79 .. 

2. 71 Minerals is in default of paragraph 14 by: 

a. Not paying taxes, paragraph 7. 

b. Not paying royalty, paragraph 3. 

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

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

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

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

2. They have owned the property over 20 years. 

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

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

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

1. Problems with payment of the minimum royalty. 

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

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

In summary, they want me to prove my metallurgical system of 
re-processing the heap, 1,000,000 tons, and to confirm the 
existance of extensive open-pit ore that we will process. At 
such time, T.D.C . would welcome an offer by us to buy their 
claims. In other words, we would prove to ourselves the value 
of the claims. REVIEWED 

FE8j~~9 
B~,~ 
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Contact me concerning any questions. 

Sincerely yours, 

t~Jl~~X r: I~~~ , . 

Richard F. Hewlett 

RFH/slr 
P-418 
enc. 

( 2082 
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REV lEW ED 

FEB~' 79 
R ' I - .' 



Consultan ts in: c 
• base & precious metals. uranium 

• coal. geothennal • environment 

• p~r:tl ote sensing. color aerial photography 

.; _rpretation-image processing 

\\ ~.jdwide Mobilization 

( 

( 
Southwestern 

Exploration Associates, IIic. 

( 
Mr. Frank Gallup 
AIda Gr,ain Co. , 
P.O. Box 150 
Alda' , NB 68810 

Dear Mr. Gallup: 

February 28, 1979 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

J
~O~) 7.95-6~97 

Y~(R P ~ I,r 
James A. Briscoe,)<esident 

Registered Professional 
Geologist 

At the request of Mr. Dick Hewlett, I am enclosing this 
bound copy of the Tombstone Development Company Progress 
Report, Feb. 4 - Feb. 22, 1979. 

( 

Thank 'you. 

Sincerely, (-~ 

/1/ -A...4--~ IJ.. .y'IJ-o~ __ 
~tine M. Dodson 

Mgr., Business Services 

CMD: jrnp 
enc. 
2084 
P-418 
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James A. Briscoe, President 
Registered Professional 

Geologist 
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Southwestern 
Exploration Associates, Inc. 

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

Dear Tom: 

February 28, 1979 

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

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

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

Best personal regards. 

Sincerely yours, 

J2:c~~Q f: f{L~~--q---
Richard F. Hewlett 
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February 28, 1979 

Mr. John Niedfelt 
Tombstone Deve'lopmen t Co. 
P.O. Box 1445 
Grand Island, NB 68801 

Dear Mr. Niedfelt: 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

~Q2) 795-6097 
d,~: P-L(Jr 
r ; '" "'Y1 t'../i . 

James A':-BiiS'coe,Tresfdent . 
Registered Professional 

Geologist 

At the r.equest of Mr .. Dick .Hewlett, I am enclosing this 
bound copy of The Tombstone Development Company Progre.ss 
Report Feb. 4 - Feb. 22, 1979. 

c .. 

( 

l . 

T~ank you. 

Sincerely, . 

~fri-;Q~~--
Mgr., Business Sefvices 

CMD: jmp 
encl. 
2083 



Consultants in: ( 4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

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

• coal. geothennal • environment 

• remote sensing. color aerial photography 
James A. Briscoe, President 

Registered Professional 
Geologist 

• ip retation-image processing 

W~ .. .Jwide Mobilization 

( 

( 

southwestern 
Exploration Associates, Inc. 

February 27, 1979 

Mr. William Hight 
Tombstone Development Company 
P.O. Box 1445 
Grand Island, Nebraska 68801 

Dear Mr. Hight, 

The purpose of this letter is to inform you of our investment 
group that will be a lessor with myself and Southwest Exploration 
Associates, Inc., as thecontra6tor for explor~tion and develop
ment services. 

Mr. Thomas H. Schloss is chairman of the board of FAMCO Secur
ities, Inc., in New York City. They are a member of the New 
York Stock Exchange and have been very active in investments for 
many years. In fact, they are an investor in the Cordero Mercury 
Mine at . McDermitt, Nevada.. Dick Hewlett has known the Schloss 
family ' for over nine years, and I was once financed by them for 
exploration and development of precious meta~ deposits that could 
be heap leached. 

We are · very happy that Mr. Schloss has agreed to finance our ex
ploration and development activities on the Tombstone Development 
Company I s mining claims at Tombstone, Arizona. He is sending 
under. separate cover his financial information to Grand Island. 

The lease agreement has been accepted without any changes, as 
was di~cussed in the February 22nd progress report. The names of 
Mr. Schloss and his group and myself are being substituted on 
page one for Karin Lake and our signatures on page twelve. This 
is being sent to Grand Island. . 

Our most recent progress report is included. 

l:erelY yours, . ~. , 
- l- ~ . -

James A. Briscoe 
President 

JAB/sIr 
P-418 
enc. 
2073 
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Southwestern 
Exploration Associates, Inc. 

Mr. William Hight 
Holiday Inn 
Rural Road and Apache 
Tempe, Arizona 

Dear Mr. Hight, 

February 27, 1979 

As an extension of our progress report dated February 22, 1979, 
I am enclosing our updated information concerning our investment 
group and· other matters relating to the Tombstone Development 
Company's mining claims at Tombstone, Arizona. 

Cont~ct Dick Hewlett or myself if you have any questions con
cerning ,our progress. 

B+-=::re~~ 
James A~ Briscoe 
President 

JAB/sIr 
P-418 
enc. 

( 2072 
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Southwestern 
Exploration Associates, Inc. 

Mr. William Hight 
Holiday Inn 
Rural Road and Apache 
Tempe, Arizona 

Dear Mr. Hight, 

February 27, 1979 

As an extension of our progress report dated February ' 22, 1979, 
I am enclosing our updated information concerning our investment 
group and other matters relating to the Tombstone Development 
Company's mining claims at Tombstone, Arizona. 

Contact Dick Hewlett or myself if you have any que~tions con
cerning our progress. 

Best personal regards, 

James A. Briscoe 
President 

JAB/sIr 
P-418 
enc. 
2072 
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Southwestern 
Exploration Associates, Inc. 

February 27, 1979 

Mr. William Hight 
Tombstone Development Company 
P.O. Box 1445 
Grand Island, Nebraska 68801 

Dear Mr. Hight, 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 

James A. Briscoe, President 
Registered Professional 

Geologist 

The purpose of ·this letter is to inform you of our investment 
group that will be a lessor with myself and Southwest Exploration 
Associates, Inc., as ~he contractor for exploration and develop
ment services . . 

Mr. Thomas H. Schloss is chairman of the board of FAMCO Secur
ities, Inc., in New York City. They are a member of the New 
York Stock Exchange and have been very active in investments for 
many years. In fact, they are an investor in the Cordero Mercury 
Mine at McDermitt, Nevada. Dick Hewlett has known the Schloss 
family for over nine years, and I was once financed by them for 
exploration and development of precious metal deposits that could 
be heap leached. 

We are very happy that Mr. Schloss has agreed to finance our ex
ploration and development activities on the Tombstone Development 
Company's mining claims at Tombstone, Arizona.. He is sending 
under separate cover his financial information to Grand Island. 

The lease agreement has been accepted without any changes, as 
was discussed in . the February 22nd progress report. The names of 
Mr. Schloss and his group and myself are being substituted on 
page one for Karin Laka "and our signatures on page twelve. This 
is beirig sent to Grand Island. 

Our most recent progress report is included. 

Sincerely yours, 

James A. Briscoe 
President 

JAB/sIr 
P-418 
enc. 
2073 
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P . O . BOX 27!566 

TUCSON . ARIZONA 8!5726 

411S EAST ILLINOIS STREET- PHONE 748-8000 

GENERAL CONTRACTORS AND HEAVY ENGINEERING 

KARL G. RONSTADT P PRESIDENT 

February 2]" 1979 
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Mr. James Briscoe 
S.E.A. Hydromet , 
4500 East Speedway Blvd. 
Tucson, Arizona 85712 

Dear Jim: 

Confirming the conversation Dick Yaeger, you and I had yesterday I am enclosing 
copies of estimates for your precioils metals project at Tombstone. ' 

To summarize: Estimated costs for varying quantities with a Commander III 
crusher (16 X 48 jaw, 6' X 20' triple de'ck screen, triple 30" rolls, 700 hp 
engine and necessary support equipment), product crushed to 1/2" minus and stock
piled by stacking conveyor only. Excluded are facilities for blending in chem
icals or additives' 

Minimum 

30,000 Tons 
100,000 Tons 

1,000,000 Tons 

1 SO/Ton/Hour 

$4.96/Ton 
3.45/Ton . 
2.70/Ton 

200/Tons/Hour 

$4.39/Ton 
2.9l/Ton 
2.l47Ton 

Included in the preceding cost is amoritizatiori of the trushing plant and asso
ciated conveyors to a maximum of $300,000, an allowance for an increase of 7% 
in wages over current wage schedules and one month's standby costs on crushing 
equipment of approximately $15,000 ~ 

As an alternative (on behalf of commencing the project and creating current cash 
flow for minimum expenditure) we have pr'ovided a second estimate which includes 
crushing approximately 30,000 tons to a maximum of 1 1/4". This would be done by 
a combination of a jaw crusher and an 855 Cedarapids Commander crusher. This 
equipment would be moved in sometime after March 15, crushing for approximately 
two weeks, stockpiling 30,000 tons by stacking conveyor and thereupon be removed. 
It is anticipated th~s 30,000 tons would be ~f the highest grade ore available 
and thereby accelerate cash flow on the project. The remaining course rock above 
1/2" could be crushed to a finer dimension (1/2") at a later 'date. The estimated 
cost per ton for 30,000 tons would be $2.44/tonor $73,260.00. 

Payment for costs incurred would be due 30 , days after invoicing. These costs 
would include all direct costs plus l.l% .overheadandl,administratio,n as contained 
and accounted for in New Pueblols standard job cost accounting system. Method of 
defining ,costs would be in accordance with attached "Schedufe of Project Costs". 
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S.E.A. Hydromet 
February 27, 1979 

-2-

We propose to take no profit on the project until such time as the cash flow of 
the project exceeds expenditures and necessary reserves at which time we would 
receive 10% ' of the net profit on the project as our share of the profits. Thus we 
are hereby offering to manage the costs of processing and 'stockpiling for min
imum cost and ov~rhead and participating in the net results as a 10% partner 
entitled to 10% of the net revenues o~ benefits . . All expenditures concerning . 

. the proc.essing and crushing would be subject to review by management of ·the project 
and accounting by both parties would be subject to aud·it as appropriate. 

Your acceptance of this proposal by signature below and return of one copy will 
. ~onstituteagreement. 

Very truly yours, 

::,;r~~ 
Karl G. Ronstadt, President 

KGR/kb 

Attachments: Two Cost Estimates (copies) 
NPC Schedule of Project Costs 

ACCEPTED BY: 

Date: ____________ _ 
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KARL G. RONSTADT 
PRESIDENT 

February 27~ 1979 

Mr. James Briscoe 
S.E.A. Hydromet 

1ttw ?udb CONSTRUCTORS Qrc. 
P. O . BOX 27!166 

TUCSON. ARIZONA B!l726 

4\\!I EAST ILLINOIS STREET- PHONE 74B-BOOO, 

GENERAL CONTRACTORS AND HEAVY ENGINEERING 

4500 East Speedway Blvd. 
Tucson, Arizona 85712 

Dear Jim: 

@ 

Confirming the conversation Dick Yaeger, you and I had yesterday I am enclosing 
copies of estimates for your precio"i.ls metal s project at Tombstone. 

To summarize: Estimated costs for varying quantities with a Commander III 
crusher (16 X 48 jaw, 6' X 20' triple deck screen, triple 30" rolls, 700 hp 
engine and necessary support equipment). product crushed to 1/2" minus and stock
piled by stacking conveyor on1y~ Excluded are facilities for blending in chem
icals or additives 

Minimum 

30,000 Tons 0) 

100,000 Tons 
1,000,000 Tons 

.150/Ton/Hour 

$4.96/Ton 
3.45/Ton . 
2.70/Ton 

200/Tons/Hour 

$4.39/Ton 
2.91/Ton 
2.147Ton 

Included in the preceding cost is amoritization of the crushin~ plant and asso
ciated conveyors to a maximum of $300,000, an allowance for an increase of 7% 
in wages over current wage schedules and one month's standby costs on crushing 
equipment of approximately $,15,000. 

As an alternative (on behalf of commencing the project and creating current cash 
flow for minimum expenditure) we have provided a second estimate which includes 
crushing approximately 30,000 tons to a maximum of 1 1/4". -This would be done by 
a combination of a jaw crusher and an 855 Cedarapids Commander crusher. This 
equipment would be moved in sometime after March 15, crushing for approximately 
two weeks, stockpiling 30,000 tons by stacking conveyor and thereupon be removed. 
It is anticipated this 30,000 tons would be ~f the highest grade ore available 
and thereby accelerate cash flow on the project. The remaining course rock above 
1/2" could be crushed toa finer dimension (1/2") at a later date. The estimated 
cost per ton for 30,000 tons would be $2.44/ton or $73,260.00. 

Payment for costs incurred would be due 30 days 'after invoicing. These costs 
would include all direct costs plus 11% overhead and administration as contained 
and accounted for in New Pueblo's standard job cost accounting system. Method of 
defining costs would be in accordance with attached 'ISchedu1e of Project Costs". 
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.. S. E.A. Hydromet 
February 27, 1979 

-2-

We propose to take no profit on the project until such time as the cash flow of the project exceeds expenditures and necessary reserves at which time we would receive 10% of the net profit on the project as our share of the profits. Thus we are hereby offering to manage the costs of processing and stockpiling for minimum cost and ov~rhead ~nd participating in the net results as a 10% partner entitled to 10% of the net revenues or benefits. All expenditures concerning the processing and crushing would be subject to review by management of·the project and accounting by both parties would be subject to audit as appropriate. 
You.r acceptance of this proposal by signature below and return of one copy will constitute agreement. 

Very truly yours, 

7~~ 
Karl G. Ronstadt, President 

KGR/kb 

Attachments: Two Cost Estimates (copies) 
NPC Schedule of Project Costs 

ACCEPTED BY: 

Date: ---------------------------
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\ , NEH PUEBLO CO~STRUCTORS. INC. 

SCHEDULE OF PROJECT COSTS 
@ 

I Description 

HOt-IE OFFICE COSTS 

A. Executive Salaries & Expenses 

B. Engineering 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 

12. 

13. 
14. 

·15. 
.16. 
17. 

18~ 
19. 
20. 
21. 
22. 

Chief Engineer 
Project Engineer 
Design Engineer 
Detail Dr aftsman 
Material Ta~e-Off 
Estimating Engineer 
Specifications Engineer 
Critical Path Scheduling 
Engineering . Clerk ' 
Secretarial: Service 
O.A.B., Social Security, and. Other 

Payroll Tax 
Compensation Insura'nce, Public 
Liability ' and Similar Insurance 

Pay!oll and Accounting Ey-pen'se 
Sick Leave and Absence for Caus'e 
Standby Salaries 
Pensions 
Proportional 'Cost of Light, Heat, 
Rent, etc. 

General Supplies a~d Equipment 
Personnel Procurement 
Actual Cost of Copy l.Jork 
Computer Service 

. Overtime As Necessary 
22.1 Straight time portion of cost 
22.2 Premium portion of cost 

c. Prq;ect Nanagement 

1. Project Manager 
2. Project Engineers 
3. Cost Engineers 
4. Stenographic and Clerical 
5. Ex'pcditers &. Purchasing Clerk 

D. CentrRl Accounting 

1. Chief Accountant and Staff 
2. Field Auditor • 

I 
Items Reimbursable' 
At Cost, Including 
Direct Costs on 
Salaries . & . WRg~s 

x 
X 
X 
X 
X 
X 
X 
X 
X 

x 

x 

x 
X 

x 
X 

X 
X 
X 
X 
X 

.•... 

II 
~on-reimbursable . 

Items Covered 
Administrative ~ 
Overh~ad Charge~ 

X 

X 

X 
X 
X 
X 

x 
X 
X 

X 
X 

.~ . ~ . 

.. 
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Description 

HONE OFFICE COSTS - cont'd 

. E. .Labor Relations Personnel 

Construction !-!anager and Staff 

G. Chief Purchasinf, Agent 

H. General Office Expenses 

1. 

2. 

. 3. 
4. 
5. 
6 • 

. 7. 
8. 
9. 

10. 
lL , 

12. 

Traveling Expenses of above employees. 
'When on trips authorized by you 

Long Distance . Telephone, Telegraph 
and Teletype 

Lo'cal Telephone Service . 
Rental on Business Machines 
.Group Insurance, Hospitalization 
Parcel Post ' and Express 
Postage 
Depreciati()n~ . 'Repairs &. Naintenance 
Rent, Light, Heat, Taxes and 

Insurance 
Office ' Supplies and Stationery 
Forms required specially for a 
particular Customer 

Miscellaneous I terns ~ such as lJant Ads, . 
Subscriptions, D~e~, Catalogs, 
Bulletins 

13; For monthly field service which 
includes p~oject ledgers, cost 
report 'Ho'rk sheets~' cost reports ~ 
field payroll earnings records, 
quarterly reports, yorlanens com-
~ensation for field ~etsonnel. 

2. NATERIALS? S(:BCONTRACTS. AND CONSTRl!CTIOt\ 
SUPPLIES COSTS 

A. Actual cost of all material and equip~ent, 
including transportation and unloading of 
same, whether purchased by you. or by 
ourselves. All discounts and co~issions 
are passed on to the Customer. 

B. Actual Nanufacturing cost· of any Equip:nent 
made in our shops. Equipment can be 
furnished at fixed prices. 

I 
Items Reimbursable 
At Cost, Including 
Direct Costs on 
Salari"es & "'ages 

x 

x 

x 

x 

x 

II 
Non-reimbursable ' 

. Items Covered By 
Administrative & . 
Overhead Charges 

.... :. 

x 

x 

x 

x 
X 
X 

x 

.x . 
X 

x 

x 
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Description 

K:\TERIALS, SlTBCONTRACTS, A;.~D CO!':STRUCTION 
SUPPLIES COSTS - contld 

C. All Subcontracts 

D. All expendable r.1ateria.ls and construction 
sup~lies, also water &. electri~ity 

3. FIELD LABOR AND RELATED COSTS 

A. Salaries and Wages 

1. Field Superintendent of Construction 
2. Assistant Superintendent 

' -3. Generai Foreman 
4. ResidentEngineer 
5. Chief 'Surveyor 
6. Instr'ument Nen, Stakers & Rodmen 
7. Field Accountant and Staff 
8. Cost Analysis Engineer 
9. l'ime~eepers 

10. Field Purchasing Agent 
11. Harehous'emen and He lpers 
12. Safety Engineer, Doc tor & Nurses 
13. Hatchmen and Gliards 
14. Other necessary Non-~fanual Field 

Employees , 
15. Overtime pay for 3-A (1 to 14) above, 

in accordance ,~i th Established Policy 
and with your prior approval 

15.1 l·1hen Overtime is l~orked, the 
overtime premium payroll wi~l 
be a job cost. 

16. Vacation and Holiday- a1lo'wances, in 
accordance with NPC policy 

I 
Items Reimbursable 
At Cost, Including 
Direct Costs on 
Salaries &. Wages 

x 

x 

x 
X 
X 
X 
X 
X , 
X 
X 
X 
X 
:x 
'x · 
X 

x 

x 

X 

•. :. 

"17. Sick leave , for monthly salary employees' 

B. Travel and living expense and subsistence for 
personnel 3-A (1 to 14), above, in accordance 
"'ith NPC policy 

, Social Security, Unemplo~ent Insurance and 
Payroll Taxes applicable to Employees, .3-A 
(1 to 15) above. 

D. All Job Site Craft and common labor salaries, 
wages and frcinge benefits as required by \.fOrk
ing rules of Unions having jurisdiction, 
including travel and premium pay allo~'lances 
for field manual eQployees. 

X 

x 

II 
Non-reimbursable 
Items Covered By 

. Adr:tinistrative & 
Overh(!ad Charges 

X 

, . 



Description 

FIELD LABOR .fu~D RELATED COSTS - cont I d 

D(a) l-fuen overtime is 
overtime payroll 
wi th no addition 
burden or fee. 

\wrked, the premium 
will be a jo~ cost 
for Contractors 

(1) Labor for tie -in of subcontract 
ins tal ia dons 

(Ll) Haterial for tie in of subcontract 
installations 

(2) Labor to install changes after 
start-up 

(2.1) Naterial needed to install changes . 
,after start-up 

E. Social Security, Unemplo)~ent Insurance 
and :payroll Taxes applicable to empl
oyees in 3-D. '" 

,I 
Items Reimbursable 
At Cost, Including 
Direct Costs on 
Salarie~ & Wages 

x 

x 

x 

x 

.x 

F. \-7orkr.ten I s Compensation; Liability, Property 
Damage, , Builders Risk and other insurance 

, as require~. , . x 
, - , 

G. Cost of lab~r recruitment, testing and 
transportation to the Job Site. 

H. " Cost of labor negotiations, specifically 
for this work as required. 

1. Cost of Engineers, Technicians, or Nanu
facturer's Specialists £or installation 
and start;...up. 

4. CONSTRUCTION EQUIPHENT 1\. .. \-0 TOOL COSr 

J A. Tran'sportation and handling costs to move 
tools and equipment to and from the job. 

B. Purchase of major construction ·equipment. 

C. Rental of major construction equipment 
from others, at cost (outside rented 
equipment). 

D. Rental and transportation of any constr
uction equipment, vlhether furnished by 
contractor or others. Rental, rates for 
contractor ovmed equipment, if available, 
will be negotiated. 

x 

x 

x 

x 

x 

x' 

x 

.: 

.•... 

,-

II 
Non-reimbursable 
Items Covered By 
Administrative & 
Overhead Charges 

'-



.' I 

Description 

Items Reimbursable ' 
At Cost, Including 
Direct Costs on 
Salaries Cl l\a$!,es 

Cm{STRUCTIO~ EQUIP}[ENT Ai~D TOOL COST - cont' d 

D(a) Normally NPC equipment "Use" rate '-1ill 
be charged. This rate includes all costs 
of mmership, and operation except oper
ator labor • . These rates are fueled & 
maintained, and are based on A.E.D. Rates. 
50% of this rate will be charged for stand- ' 

. . by time • . No charge '·li11 be made if equip
ment is stored or inoperative. 

E. Sma~~ Toots and Rigging 

F. Haintenanceof outside rented equipment ' and ' 
tools, including renovating at end of job. 

G. Gas, Oil and other maintenance supplies on 
outside rented equip!ilent only. ' 

5. M[SCELL..4.;.'i'EOUS JOB COSTS 

A. Temporary Construction Facilities 

B • . Field Office, Furniture, Office Equipment 

c. Building Permits and Licenses 

D. VieldTelephone & Telegraph 

E. Premium of Compensation Insurance,' Public 
Liability and Property Damage, Automobile 
Public Liability and Property Damage, and 
any other insurance required for Field 
Payroll or Plant, job in~urred only. 

- ·F. Losses or Expenses not compensated by 
Insurance. 

G. Rental cars at cost. 

H. Sales,· Use and ·Privilege Taxes (if any) • . 

\ I. All other .direct cash outlays for job ' 
costs not specifically excluded. 

J. Outside consultants. 

x 

X 

X 

X 

X 

X 

II 
!-;on -~e imhu rsab Ie 
Ite~s Covered By 
Administrative & . 
Overhead Charges 

' . . 

.. 
-



Descri tion 

NISCELLl'u'JEOUS JOB COSTS - cont' d 

K. Inspection in Suppliers Shop or in Field. 
Includes travel tit:le and travel and 
living expense. 

L. Cost: of legal fees and expenses caused 
by Force Majeure. 

H. Cost of Performance Bond (if required). 

I 
Items Reiml~ursable 
At Cost, Including 
Direct Cos·t:s on 
Salaries &. Naoes 

- X 

X 

X 

II 
Non-reimbursable 

. I tems Covered By 
. Adr.ninistrative & 

Overhead Char'es 

':. ... 

,',' 

' . .. , 
; .,'" 

" , ', . 
: # • . 

" I ~ • • 

: .. 
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N E~ ,~UE8LO CUN~ T~UCTORS INC. 
JOd CUST ANALYSIS 
·~O)ojTH E "UIN~ . 1-28-79 DIST NO 0016 ACCT-KGR-MO 

RUN 2-10-79 ~ . PAGE 

--------------------------------------------------------------------------------------------------~---------------------------------
• JIB /OIUI4:lER. 

CL a ITEM 

t-
15 V002 680U 

( 

( 

;)1 LA8 
TOTAL •• 

•••• 

()NTRAC T 
AMUUNT 

.vO 

( 

l 

( 

_ _ PCT ••••••••• UNIT COSTS •••••••••••• UNITS COMPLETED ••••••• TOTAl COSTS...... • •• OVER/UNDER •• . COST TO 
C.OMPL PER EST THIS 110 TO-DATE THIS HO TO-DATE ESHHATE THIS HD .TO-DATE AC.TUALPROJECTED COMPLETE 

I1ATERIAL_ PROO~INLRD 

Ht:CH aT PREH 

.0 .00 
.00 

.00 

.00 
.01 
.01 

HC 

34150.0 

01 LAB 
02 EU 
0) HAll 
Ot, CEOR 
06 Hise 
07 R'S 
09 EQS 

JOB TOULS 

• •••••••••••••••••• ~JLL1NG •••••••••••••••••• • 
PREVIOUS CURRENT TO-DATE 

.00 .00 .00 

EST. UNITS 

74350.0 0 
0 

25995 
91250 
16300 

- 0 
0 
0 

... 0 .. 
133545 

CONT INUED ... -

.0 TN 

0 429 '029 429 0 
0 429 429 429 0 

13424 .38t103 -16490 - 19969 7191 
39u25 99149 20276 22721 1'4902 

4047 6153 11901 11901 21948 
0 1937 1'J37_ .- 19l1 0 

2341 38'07 38'07 311'07 0 
1295t,- t,7708- 0 0 47708 

83 389 - ·389 . 400 0 
45'J66 102670 541140 60795 ~lH9 

-- - .. 
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>jE~ I'UEriltJ CC~ S'KUC'OKS INC. 
.lOS COST _NALYSIS 
.~a"rH F.;h),PI" 1-21l-79 

RUN 2-10-79 PAGE 55 

OIST NU · 0016 ALCT-KCR-HU 

- --- - ---------------------------------------------.---------------------------------------------------------
• JU.l NUt1IiEI{ • _ .. - PCT .... ~ ••••• ~ •• UNI T COSTS •••••••••• •• UNITS COMPLETED • •••••• TIlTAL COS TS •••••• . ••• OVER/uNDER •• - COST . TO 
C OS ITEM COMPL PEl{ EST THIS Mil TO-DATE ·THIS MO TU-DATE ESTIMATE THI S MO TO-DATE AC TUAL PROJECT EO CUMPLETE 

---------.----------------------------------------------------------------------------------------

( 0 JOSEI'HINE CANYUN PIT .. 

7~ JIOO Il 1 0,) wASH MATtKIALS I1C EST. UNITS .0 TN 

01 LAS .0 .00 .00 .00 .0 .0 0 0 1167 867 1167 0 
02 EQ .0 .00 .00 .00 .0 .0 0 0 1589 1589 1589 0 
03 MATL .0 . .. . - .. ..• 00 - .00 .00 .0 - .0 _0 . 0 .. 191 __ _ .191 - - I'll 0 
\l4 ceOR .0 . ·00 .00 .00 .0 .0 0 0 65 t.5 65 0 

TUTAl •• .00 .00 .00 0 0 2H2 2112 2H2 0 

( 00 0221l 1-1/21N ABC .MC EST. UNITS 3)000.0 TN 

01 LA8 )72.3 -·-.Z8 .Z) . · .Z6 72507.0 130312.0 - 91100 16922 34443 _ __ 24643.- _.21t643 o . 
02 Ell H2.3 .55 .71 .76 72501.0 130312.0 19250 554B4 99606 80356 80356 0 
03 HAll 312.3 .00 .00 .01 12507.0 130312.0 0 360 1006 1006 1006 0 
04 CEOR 372.3 .· . • 00 .08 .05 72507.0 130312.0 0 6000 6065 . .. . 6065 6065 0 
09 EllS 372.3 .00 .00 .00 72507.0 130312.0 0 0 171> 176 176 0 

TUTAl •• .83 1.08 1.08 29050 787t.6 Ilt1296 112246 11221t6 0 
.. ... . - .. .. . .... - ._- . 

( 0 0231l UNWASHED ROCK SAND MC EST. UNITS .0 TN 

Cl lAS .c .00 .00 • 00 .0 . .0 0 0 246 . . Zlt6 246 .. . 0 
TOTAL •• .00 .oc .00 0 0 246 246 246 0 

,'5 ,)100 ')3JO SUBSISTENCE ._ - MC EST. UNITS 500000.0 - .TN _ .. --_ ._ . .. . 

01 lAS .0 .00 .00 .00 • 0 .0 0 170 510 510 510 0 
.J3 tlolTL .0 . . . • 00 .00 .00 • 0 .0 0 0 .50 50 50 . _ 0 
TOTAL •• .00 .00 .00 0 170 560 560 560 0 

75 IlI00 1l35J 1/211'1 . HA._ROCK. .HC EST •. UNITS 27168. D .. - TN _ __ . . -- . -- - . 

01 LAB 104.5 .46 .00 • 55 .0 50131.0 12409 16 27134 15325 15325 0 
02 HI 184.5 . 1.25 .00 1.1t5 .0 50131.0 33868 748 . 72903 39035 39035 0 
113 MATL 184.5 .00 .00 .08 .0 50131.0 0 0 3874 3d74 3874 0 
ot. ,." SC 184.5 .00 .00 .00 .0 50131.0 0 0 65 65 65 0 
C9 Coli 184.5 .00 .00 .Ill • 0 50131.0 Q 0 .. 425 - 425 .. 1025 _ .. _ 0 . 

TuTAl •• 1. H .ou l. Ull ~lJlll 11>4 lO~OO 1 58121t 58721t 0 

IS 0 0)00 SAND . ___ HC EST. UNITS . • 0 . TN . 

( 01 l~d .0 .00 .• 00 .00 .0 .0 0 0 16 16 16 0 
TUTAL •• .,)0 . ~oo .00 . . 0 a _ . ... _ 16- .. _ . .16 16 0 

15 ,HOD 0600 CONCKETE ROCK HC EST. UNITS 5000.0 TN 
. - _ . . -- . .. 

Jl LAB 18.1l .40 .00 .28 .0 900.0 2000 0 251 109- 109- 17'09 
02 EQ 18.0 .60 .00 1.26 .0 . 900.0 ItOOO 0 1136 1t16 1t16 2861t 

TUTAl •• . _.1.20_ . . . . _ • 00 1. SIt 6QOO 0 .U87 ... _ 301 ._ . 307 . ._ 't613 

- . --_ .. -... -

( 
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,'jE '~ , PUElJLU ~GN S TRUCTURS INC. 
Ju ~ COSI ~NALYSIS 

M~~rH ijNU~N~ 1-2~-1~ 

RUN 2-10-19 

OIST NU 001b ACCT-KGR-MD 

• JuJ NU:-IOER • . 
C "l ~ ITEM 

PCT ••••••••• UNIT COSTS •••••••••••• UNITS COMPLETEU ••••••• TOTAL COSTS •••••• .••• OV~R/UNDER •• " COST TO 

COMPL PER EST THIS MO TO-DATE THIS 1'10 To-OATE ESTIHATE IHIS 1'10 TO-DATE ACTUALPROJECTEO COMPLETE 

15 01JO OlC' O 

15 

Jl LAtl 
02 E-J 

TCr'AL . •• . 

00 0110 

JOSEPHINE CANYON PIT 

HAUL ROAO HAI~TENANCE 

1l.U 
13.0 

.00 

.00 
• 00 

STRIP BACKFILL 

.00 

.00 
· .00 . -

.01 

.01 
• 02 . 

1239.9 
1239.9 

-MC 

EST. UNITS 

90B9.1 
9089.1 

EST. UNITS 

a 
o 
a 

. CONT INUEO . .. 

71)000.0 TN 

o 
a 
o . 

1.:14 
83 

1'97 . 

' .0 TN 

114 114 
83 83 

·197 .... ... 197 

o 
o 
o 

( 01 LAB .0 
.U 

.00 

.00 

.00· 

.00 

.01 

.01 

.01 

.01 
• 02 

54151.0 106062.0 
54151.0 10B062.0 

o 
o 
0 .. 

171 
517 
688 

853 1153 ~53 o 
o 

· 0 

( 

02 EIJ 
·TOTAL .. •• -

15 0100 0120 

01 LAB 
Ol lQ 
113 MATL 
09 ~QS 

TUTAL ... 

15 0100 0130 

- 01 LAB 
OlIO.;) 

TOTAL •• 

15 0100 0140 

Ob ,'IISC 
TOT AL •• 

15 0100 J145 

SCALEMAN WATCHMAN 

.0 

.0 

.0 

.0 

LOAO TRUCKS 

5l0.5 
5l0.5 

ROYAL TY 

.0 

• 00 
.00 
.00 
.00 
.00 

.30 . 

.60 

.90 

. • 00 
.00 

.05 

.00 

.00 

.00 

.05 

·.011 
.21 
.29 

.11 

.11 

DEPRECIATION ON IMPROVEMENTS 

2111.4 

.01 

.01 

.00 

.00 

.06 

.04 
.01 
.11 

• 01 
.01 

7239.9 
1239.9 
7239.9 
1219.9 

EST. UNITS 

24448.4 
24448.4 
244411.4 
24448.4 

a 
a 

.. ' 0 
o 
o 

349 
30 
, 0 
o 

319 

1573 1573 1573 
· 2426 .·. 2426· - - 2426 · .. · 

.0 TN 

Ib19 
166 

49 
17 

11151 

1619 
166 
. 49 . 

17 
1851 

,1619 
166 

- 49 
17 

1851 

o · 
o 
o 
o 
o 

.MC EST. UNITS 5000.0 TN 

1239.9 · 26024.5 
1239.i 26024.5 

·1500 
3000 
4500 

609 
1549 
2158 

MC EST. UNITS 

2232.5 36852.4·· " . 0 - 231 
a 237 

924 
1944 
2868 

.0 TN 

439 . 
439 

HC EST • . UNITS . 60000.0 TN 

72507.0 112443.0 

,, 576~ . . .... 516--- .. · 0 
1057- 1051- 0 
1633- 1633- 0 

439 ... ' . 43·9 · 
439 439 

o · 
o 

o 

PAGE 

OJ MAll 
TOT AL •• 

.00 

.00 
.00 
.00 

.01 

.01 
a 
c 

122 1342 1342 1342 
122 . ·1342 .. 1342 ._ .. 1342 o . , 

15 100 015,) 

03 IIA'Tl 
u4 CEOK 

TOTAL ". _-

15 0100 0160 

01 LAB 
OJ MAll 
')5 . SU6C 

TOT AL _. 

HAUL RD. RENTAL 

100.0 
100.0 

.00 

.00 
- .00 

QUALITY CONTROL 

.0 

.0 

.0 ' 

.00 

.00 

.00 

.00 

.00 .10 

.00 1l.00 

.00 .. _ .. 11.10 

.00 

.00 
~OO . . 
.00 

.00 

.00 

.00 

.00 

He 

7239.9 
7239.9 

-HC 

12501.0 
72507.0 
72507.0 

EST. UNITS 

100.0 
100.0 

o 
o 

... 0 

EST. UNITS 

112443.0 
172443.0 
112443 •. 0 

a 
o 
a 
a 

100.0 , 

o 
o 
o 

10 
1l00 ; 
1110 

.0 TN 

o 
34 

0 " 
34 

27 
250 

78 
.. 355 

10 10 
1100 1100 
.1110 .. - . 1110 

27 27 
250 250 
_.78 __ ... " .. 78 
355 355 

o 
o 
o 

o 
o 
o 
c 

56 



-.---- .. --- . . - -_. "--• Nf. .. ~~~~L~N~~~~:~UC'URS I~C. 

RUN 2-10-79 PACE 51 

JlM 

ACCT-KGR-I1D 
.~J .'I I tt E:.I.I I Nt; I-~ a-/'J OIST NO 001b 
-----------------------------------------------------------------------------------------------------------------------------------
• J0Ll NUMIJER • PCT ••••••••• UNIT COSTS ••• ~ •••••• •• UNITS COMPlETEO ••••••• TOTAl COS TS ••••••. . ~ •• OVER/UNOEK •• _ COS T TO 

CL J0d ITEI1 COMPL PER EST THI S 110 TO-DATE THIS MU TO-DAlE ESTIMATE THI S 110 TO-DATE ACTUAlPROJECTED COMPLETE 
------------------------------------------------------------------------------------------------------------------------------C JOSEPHI~E CANYON PIT 

CUNTJNUED JICO 0 77J SAFETY 
-I1C ES T. UNITS .0 TN 01 LAB .0 .00 .00 .00 ' 72507.0 172443.0 0 0 526 526 526 0 

J) MAll .0 .00 .00 .00 72507.0 lll443.0 0 97 654 654 654 0 
TUTAL •• • 00 _.Oil .00 . 0 .. 97. U80 . U80 . . U80 D-IS il 094u SET UP PLANT -I1C EST. UNITS .0 TN 

( ill LAB .0 .00 .06 .19 72507.0 172443.0 7500 4107 33466 25'J66 259b6 0 
J2 cO .0 • 00 .03 .13 72501.0 17244J . 0 7500 2296 . 22980 15480 15480 0 
U3 _IIATl • 0 . • 00 _ . .. . 01 . .03 72!iOl.0 lll443.0 0 610 . 4962 4962 _ . 4962 .. 0 

' ';4 CEOR .C .00 .00 .03 72501.0 172443.0 0 0 4452 4452 4452 0 
\19 EllS .0 .00 .00 .00 7250T .0 172443.0 0 74 b09 609 609 0 

TOTAl _ ·· .00 .10 .38 · 15000 7087 66469 5l1069 . 51469 0 15 JIOO \1941 DEFERRED START-UP OFFSET EST. UNITS .0 OJ MATl .0 .00 .00 .00 .0 .0 0 0 9112- 0 0 9112 
TOTAL .- .00 .00 .00 0 0 9112- 0 0 9112 15 Jl00 u94L AMORTIZATION t START-UP COST EST. UNITS .0 03 ... AIL . .0 . • 00 .00 . .24 .0 · 13630.0 - . 0 2175 . . 3318-- _ 3318 3318 -- 0 . 

TOTAL •• .00 .00 .24 0 2175 3318 3318 3318 0 15 0100 0945 t:L EORI CAL REPAIRS MC EST. UNITS .0 TN ill LAB .0 .00 .00 .20 .0 3200.0 0 0 631 b31 631 0 
J2 cO .J .00 .00 .00 .0 3200.0 0 0 15 15 15 . 0 
03 MATl .0 .00 .00 .15 .0 3200.0 0 65 418 478 478 0 
09 EUS .il .00 .00 .00 .0 3200.0 0 0 8 8 8 0 

TOTAL •• .00 - .00 . .35 0 65 1132 1132 1132 . - 0 ... 75 ulilO 0950 AIR P~LLUTION CONTROL -MC EST. UNITS .0 TN ,11 l~~ .U .00 .0' • ()I) 11. '011' ,1/ I/:HI.t1 u ·0 120 720 720 0 
... ~ l.J .0 .\10 .00 .00 Il~OI.O lIl443.0 0 0 "62 462 462 0 

.1 H.Hl .0 .00 .00 .00 72507.0 172443.0 0 242 . 670 _ 670 670 .. 0 
9 ~IlS- .0 .00 .00 .00 72501.0 171443.0 0 0 26 26 26 0 
TAL •• .00 .00 .00 0 242 1878 1878 1878 0 .)0 099u INCO T,UN.iFERS 

MC ESJ • UNITS . '0 TN 07 KLS .0 . 00. .00 "- .00 • 0 . .0 . 0 849_ : . 3759 _ 3759 3759 0 
TOTAL •• .00 .00 .00 0 849 3759 3759 3759 0 15 ;)100 09 95 . INVENTORY ADJUSTMENT Me EST. UNlTS .0 . .1N - -- - --07 kl;S .il .00 .00 .00 .0 .0 0 61409- P0975- 0 0 130975 

HlTAL. •• .00 .00 .00 0 61409- .. 130915:- D D .. 130975_ 

l 



~~w PU[ULO 'UN~I~UCrUkS INC. 
JJd ' COST ANA ~ YS1S 
~UNTH E~UIN~ · 1-29-19 

RUN 2-10-1'/ 

. _ OI~T NO 0016 ACCT-KGR-MU 

.Jul! NUl4tJER. 
CL JOII ITEM 

PCT ••••••••• UN1T CUSTS •••••••••••• UNITS COMPLETEU ••••••• TOTAL COSTS ••••••••• OVER/UNDEK •• COST TO 
COMPL ~ER EST THIS MV TO-DATE THIS MO TO-DATE ESTIMATE THIS MO TO-DATE ACTUALPkOJECT~O COHPLETE 

( O . JOSEPHINE _CANYON PIT . - CONT INUED . 

L Jl00 6t10 (; 14ECH VT PRE ... .MC ~S T. UNITS .0 TN 

Ul LAli .0 .00 .00 .00 72507.0 169243.0 0 0 554 5:5" 554 a 
TOTAL ' .. .00 .00 .00 0 , 0 554 55" 554 0 

15 Jl00 9999 CONTI{ ACCOUNT EST. UNITS .0, 

( 
03 HAll , ,0 · .. .. . 00 · .00 .00 .0 .0 0 a 3U11- 0 · 0 lZ211 

TUTAL •• .00 .00 .00 a 0 lZZll- D 0 32211 

15 J 100 •••• 01 LAB 33209 22)"4 101501 71932 71932 1749 
. ... - . - . 02 EQ .- 61618 60624 · 202451 · 138118 , 1311118-·--· 21164 

03 HATL D 3705 24"69- 1611~" 16854 41123 
04 CEOR il 6000 116t12 111>82 11082 0 

PAGE 

- - - -. -- OS SUBC 0 0 - - ·18 ... 18 18 . o .. 

( 

CONTRACT 
AMUUNT 

.Oil 

06 HISC 0 
07 RtS 0 
09 EOS 0 

JOB TOTALS 100tl27 

• •••••••••••••••••• 81LLINC •••••••••••••••••• • 
PREVIOUS CURRENT TO-OATE 

.00 .00 .00 

231 504 504 504 a 
60560- 121216- 3159 3159 130<;175 

74 1261 - 121>1 121>1 0 
32424 167798 2""1118 244188 17691l 

( 

( 

( 

i 
i 



, . 
", 1' 01 i'UlUlll t:UNSlKUt:'UKS INC. RUN 2-10.-79 I'AGE 59 
J : )d COSI AN J LYSIS 
.10-'lIH E.;W I 1'<'; 1-20-79 0151 NO 0.0.16 ACC T -KGR-HO 

-----------------------------------------------------------------------------------------------------------------
• JOti NUMtI~R • PCT •••••• , •• UNI T CUSTS •••••••••• •• UNiTS COHPLETEO ••••••• TOTAL COSTS •••••• . ••• OVER/UNOER •• . COSI TO · 

CL Jail ITEM COHI'L PER EST THIS HU TO-DATE THIS 140 TO-DATI, E:iTIHATE THIS HO TO-DATE ACTUALPRUJECTEO COHPLETE 
-------------------------------------------------------------------------------------------------------------------------------

( 01 NOGALES WASHPLAIH 

·,s Jlal 0.100 kASH MATERIALS HC EST. UNI TS 21000..0. rN 

III LAB .0 .31 .00 ·90. .0 .0 650.0. a 0 0 a 6500 
02 EU .0 .62 .0.0. .0.0. .0 .0. 130.00 0 0 0 a 130.00. 
09 EQS .0 .. . 0.1 .00 .0.0 . • 0 .0. 210. a .. 0 . _ 0 0 210 

llHAL •• .94 .00 .00 19710 0 a a 0 19710 

( 
01 1.1300 3/6 INCH PEA GRAVEL HC EST. UNITS 200.0.0 · TN .. 

( 
01 LAB .0. .35 .0.0 .00 .0 .0 700. 0 0 0 0 70.0. 
02 EO • 0 . _ •. 79 . .00 . .00 .0 .0 15110 0 . _ .. __ 0 _ _ _ __ . 0. . - .0 _. . 15110 
J9 EOS .0 .01 .00 .00 .0 .0 20 0 0 0 0 20 

'OTAL •• 1. 'l5 .00 .00 23·00 0 0 0 0 2300 

75 0101 0500 CONCRETE SANO HC EST. UNITS 8400.0 TN 

01 LAII .0 .08 . • 00 .00 .0 . • 0 700 0 .0 ._ o _. 0 700 
02 ~O .0 .59 .Oll .00 .0 .0 4956 0 0 0 0 4956 
03 "ATL .0 .00 .00 .00 .0 .0 0 0 0 0 0 0 
0.9 EllS .11 .0.1 _ .0.0 .00 .0 .0 84 0 0 0 0 _ 81t 

TUTAL •• .68 .00 .00 5740. 0 0 a a 5740. 

15 JI01 0520. MORTAR SANO ___ ___ _ . HC EST. UNITS 60.0.0.0 .TN -- -
01 LAB .0. .32 .00 .00 .0 .0 1920 a a 0 0 1920 
02 EQ .0 .83 .00 .00 .0 .0. 49110 a 0 a a 1t980 
09 EllS .0 .01 .00 .00 .0 .0 60 0 0 0 a 60 

TOTAL •• 1.16 .00 .00 6960 0 a 0 0 6960 

15 J I 01 0601l CONCRETE ROCK HC EST. UNITS 10800.0 TN 

01 LAB .0 .28 .. . _ .00 .00 .0 .0 3024 0 . 0 0 0 3024 
02 EO .0 .66 .00 .00 .0 .0 7128 a 0 a 0 7128 
0) HATL .0 .00 .00 .00 .0 .D a a a D 0 0 

. D9 HIS .0 - - - .. . 01 .. __ . • 00 . .• 00 .0 .0 106 a 0- - D._ 0 __ -- 108 __ 
TJrAL •• .95 .00 .00 10260 0 a a a 10260 

75 1 . alba .JUAlITY CONTROL . HC EST. 'UNITS 27000.0 TN 

( 01 LAIl .0 .01 '.00 .00 .0 .0 210 0 a a a 270 
03 .1ATl . .0 _.00 .00 .00 .0 .0 a a a . a. 0 .. - -- . - A . 
04 CEOR .0 ' .00 .00 .00 .0 .0 a a a 0 a a 
Ob HISC .0 .01 .00. .00 .0 .0 210 a a D 0 270 

JUTAL •• .. . 02. • 0.0 __ .00 540 . a a o _ 0 .- 540 

15 0.10.1 094J HOVE IN I; SETUP HC EST. UNI TS 27000.0 TN 
.-

01 LAt! .0 .11 .00 .00 .0 .0 3000 a a a a 3000 

--_ .. - -- . . --

( 



-------
, 

~Ew PUenLO C ::>'kUC'UR~ INC. 

DIU· 0016 ACCT-II.GR-MO " 1(1I~ .10-79 " PA~E 101 
J .)tI COST A~l ') 
Mo~rH ENUIN , . / 28-19 

---------------------------------------.~~~------------------------------------------------------------------------"---
• JUB ~Ul1tlER. PCT ••••••••• UNIT CUSTS •••••••••••• UNITS COMPLETEO ••••••• TOTAL COSTS •••••• ••• OVER/U~Ol:lt •• COS T TO 

CL JUB I TEI1 COMPL "~R EST T HI S MO r O-UA TE THIS ' MO TO-OATE ESTIMATE THIS MO TO-DATE A~TUALPRUJECTEO CUMPLtTt 
--------------------------------------------------------------------------------------------------------------------
15 0001 HUGHES PIT 

75 0001 0100 WASH tlAHRIALS HC EST. U~ITS 30000.0 TN 

01 LAK .l~9. 1 .J3 .24 .36 11'183.2 8<H19.8 9900 2821 32003 22103 22103 0 
02 El.I .l99.1 .66 .44 .53 11'>83.2 119119.8 19710 5249 41'123 28153 28151 0 
03 I1ATL . .l99.1 .00 .01 .07 11983.2 89719.8 0 170 6590 6590 6590 . 0 
04 CEOR 299.1 .00 .00 .03 11983.2 89719.8 0 1908- 21000 2400 2400 0 
06 HISC 299.1 .00 .00 .00 11983.2 89719.8 0 0 0 0 0 0 
09 EOS 2'19.1 .01 .00 .00 11983.2 89719.8 360 /08 58 302- 302- 0 

TOTAL •• 1.00 .69 .99 30030 6380 8897/0 589 'tit 58944 0 

- . 75 0001 0230 UNWASIIEO ROCK & SAND ·MC ES T. UN ITS 60000.0 TN 

01 LAB 1111.0 .30 .30 .35 157BO.0 112176.6 18000 /0690 39115 21175 21175 0 
02 EO 187.0 .65 .89 .89 15780.0 112176.6 39000 14084 100026 61026 61026 0 
03 HATL 187.0 .00 .01 .01 15780.0 11217b.6 0 170 629 629 629 0 
04 CEOR 187.0 .00 .00 .00 15780.0 112176.6 0 1908- 1126- 0 0 0 

_ 06 ..J1ISC · - 181·9 .00 ,'00 _. cio 15780.0 112l1b.6 0 0 0 . 0 0 0 
09 EOS 187.0 .02 .00 .00 15780.0 112176.6 1200 0 85 1115- 1115- 0 

TOTAL •• .91 1.20 1.25 58200 17036 139389 82315 82315 0 

75 0001 0240 3/41N HINUS AllC .MC EST. UNITS 25000.0 TN 

01 LAB . __ 257.1 .21 - - ~Oo -- .34 .0 64285.3 5185 . 1757 21818 _16693 16693 0 
02 EO 257.1 .61 .00 .69 .0 64285.3 15240 /0252 /0 .. ,,2/0 29084 29084 0 
03 HAll 257.1 .00 .00 .01 .0 64285.3 0 75 329 329 329 (\ 

04 ~EaR 257.1 .00 .00 .01 .0 b4285.3 0 0 636 636 63b 0 
Db HISC 257.1 .04 .00 .00 .0 b/o285.3 1000 0 50 0 0 0 
09 £,JS 257.1 .02 .00 .00 .0 61028:;.3 500 0 270 230- 230- 0 

TOTAL •• _88 .00 1.05 21925 b0810 67487 46512 46512 0 

75 0001 0300 SUBSISTH~CE EST. UNIT 5 .0 

01 LAB .0 .00 .Oll .00 .0 .0 0 0 100 100 100 0 
TOTAL •• .00 .00 .00 0 0 100 100 100 0 

(' 
75 . 0001 0301 CRUSH KERLEY kOCK HE· E Sf. UNITS 13500.0 1~ 

01 LAB 74.5 • b3 .00 .88 .0 10051.0 8465 . 0 8851 2549 3416 3035 
02 £0 74.5 1.21 .00 1.39 .0 10051.0 16325 0 1401/0 1862 2498 4808 
04 CEOR 74.5 .00 .00 .38 .0 10051.0 0 1500 3780 3780 3780 0 

_. _ _ JOTAL . •• __ __ ___ _ . _1.810 _ . .. ___ .• 00 _ 2.65 24790 _ 1500 _ .. 261>45 8191 _ _ ..9694 7843 , 
75 0001 Q33U llN HINUS Ht. HC EST. UNIT S 10000.0 TN 

tl LAB 143.11 .3B .75 .87 14383.7 14383.1 3152 10817 12569 8817 8817 0 
l 02 EO 143.8 1.10 2.04 2.10 14383.7 14383.7 11029 29327 30269 19240 19240 0 

- - - 03.J\ATL _143.0 __ . • 00 __ .00 . • 10 ._.14383.7 . 14383.7 _ . 0 . 7.. . _ .14ft) _ 1443 . ___ . 1101t3_ 0 _ .' . Co. 



"EW PU~bLn CU~"~U~'URS INC. 

DIS<::} 0016 ACCT-KGR-MU 

........ I(UI~ \ 0-1 9 ~ PA ili' 4 h 
JOo cust AN~ 
1'I0N,tH EIWI:-;(; LII-19 

--------------------------------------------------------------------------------------------------------------------------------~--
• JOd NUMtlEk. PCT ••••••••• UNIT COSTS •••••••••• •• UNITS COMPLETED ••••••• TOTAL COSTS •••••• ••• UVER/UNOI:K •• COS T TO 

CL JOB ITEM COMPl PER ~ST THIS MU TU-UATE THIS MD TO-DAtE EStIMATE THIS MO TO-UATE AC1UALPkOJECTED COMPLETE 
------------------------------------------------------------------------------------------------------------------------------------. ' 

75 UOOI IlUGHES pIT CONTINUEU 

06 MISC 143.11 .05 .00 .00 14383.7 14383.7 500 0 0 0 0 0 
U9 cOS 143.11 .05 .OU .00 143'83.7 11;383.7 500 0 13 487- 487- 0 

TOTAL •• 1.58 2.79 3.07 - 15781 40151 44294 29013 2'1013 0 

75 ,0001 0350 1/21N MINUS I1A I1C EST. UNITS 20000.0 TN 

C 1 LAB 132.2 .37 .57 .74 107113.4 26447.9 14113 6118 19631 12148 12148 0 
02 EQ 132.2 1.10 1.74 1.80 10783.4 2(,41,7.9 21991 18725 47520 25!>29 25529 0 
03 ,MAll 132.2 .00 .13 .08 10783." ,264"7.9 0 1417 2005 l(:05 2005 0 
010 CEOR 132.2 • 00 .00 .00 10783.10 261047.9 a 0 60 60 60 0 
06/OUSC. 132.2 • 05 .00 .00 107113.4 261041.9 .. 1000 . 0 . 0 _ _ 0 o .. O . 
09 EOS 132.2 .03 .00 .03 10783.4 26447.9 500 0 728 228 2211 0 

TOTAL •• 1.55 2.44 2.65 30914 26260 69944 39970 39970 0 

75 0001 0351 CkUSH FAA SPECIAL MC EST. UNITS 4550.0 TN 

_OI .lAB . 3610.5 . __ 1.20 .00 .• 50 _. a 165810.0 . .5460 0 8248 2788 2788 0 
02 EO 364.5 ' 2.30 .00 .95 .0 16584.0 10465 0 151135 5370 5370 0 
09 tOOS 364.5 .04 .00 .00 .0 16584.0 200 0 a 200- 200- a 

TOTAL •• 3.54 . .00 1.45 16125 0 24083 7958 7958 0 

75 0001 0360 J/8 INCH PEA GRAVEL MC EST. UNITS 10000.0 TN 

01 LA6 .0 .40 .00 .00 .0 .0 4000 0 451 451 451 3549 
02 100 .0 1.38 .00 .00 .0 .0 13I1UO 0 435 ... 35 435 13365 
09 EQS .0 • 02 .00 .00 .0 .0 200 0 0 0 0 200 

TOTAL •• 1.110 .00 .00 18000 0 886 &86 886 17114 

75 ::001 0361 3/8 INCH POPCORN ·I1C EST. UNITS 2000.0 TN 

01 lA8 102.11 .50 .01 .01 2055.5 2055.5 1000 24 24 976- 976- 0 
02 EO 102.8 1.20 .03 .03 2055.5 2055.5 2400 66 66 2334- 2334- 0 
09 EOS 102.8 .02 .00 .00 2055.5 2055.5 40 0 0 40- 40- 0 

TUTAL •• 1.72 .04 .04 3440 90 90 3350- 3350- 0 

~ 
75 0001 0400 REJECT SAND I1C EST. UNITS .0 TN , 

01 lA6 .0 .00 .00 .69 .0 4360.7 0 0 3006 3006 3006 0 
02 EO .0 .00 .00 1.77 .0 4360.7 0 0 7731 7731 7731 0 
03 MATL .0 .00 .00 .00 .0 4360.7 0 0 1001- a 0 0 
09 . EOS .. _ . • 0 ... . _.00 .... .00 .00 .0 4360.7 _. 0 o _. . 13 13 13 0 

TOTAL •• .00 .00 2.46 0 0 9749 10750 10150 0 

75 0001 0402 SCREEN SAN XAVIER SA~D Me EST. UNITS 13500.0 TN 

l 01 LA6 17 .8 .49 .00 .18 .0 2400.0 6C.15 0 424 752- 752- 6191 <-
02 _EO . ..17.6 , .95 • 00 .30 .0 2400.0 . 12825 . 0 . _716 . 1563- 1563-._ 12108 

TOTAL •• 1.44 .00 .48 19440 0 1142 2315- 2315- 18299 
( (' 



------ ---.. ---

Q RUrQ)0-79 OJ . 'jEW PUE~LO C~' UCIURS II~C. 

OI~~OOlb AeCT-KGR-HD 

PAGE 4'1 J06 toST Ai'l L 
,,,-,, ,",ONTH ENOING . ,-8-19 

; ------------------------------------------------------------------------------------------------------------------------------------.JOB NUI4I1ER. PO ••••••••• UNII COSTS •••••••••••• UNITS COHPLETED ••••••• TOTAL COSTS •••••• • •• OVER/UNOER •• COS I TO CL JOB IT EM COHI'L ~ER EST THI S HU TO-UATE THIS 1'10 TO-DAlE ESTIMATE THIS '"'0 TO-DATE A~TUALP~OJECTED CUHPLETE ------------------------------~-----------------------------------------------------------------------------------------------------
75 . 0001 HUGHES PIT 

CONT INUEO 
75 0001 u500 CCNCkETE SANO l4e ~ST. UNITS 20000.0 TN 

01 LAII .0 .35 .00 .00 .0 .0 1000 0 ~7 97 '17 b'l03 02 EO .0 1.23 .00 .00 .0 .0 24600 0 54 54 54 24>47 03 HAll .0 .00 .00 .00 .0 .0 0 0 0 0 0 0 09 EOS .0 .02 .00 .00 .0 .0 400 0 0 0 0 400 TOTAL •• 1.bO .0(, .00 32000 0 151 151 151 311150 
75 0)001 0510 DOUBLE WASH SAND Me EST. UNITS :> 000.0 TN 

_ 01 LAB .0 .40 .00 .00 .0 .0 2000 0 0 0 0 2000 02 lO .0 1.48 .00 .00 .0 .0 1400 0 0 0 0 7400 09 EOS .0 .02 .Oll .00 .0 .0 100 0 0 0 0 100 TOTAL •• 1.90 .00 .00 9500 0 0 0 0 9500 
15 .0001 0520 MORlAR SAND HC EST. UNITS 5000.0 TN . 

" 

01 LAB .0 .39 .00 .00 .0 .0 1950 0 0 0 0 1950 .02 EO .0 .96 .00 .00 .0 .0 4800 0 0 0 0 4800 09 EOS . • 0 . .02 .00 .00 .0 .0 100 0 0 0 0 100 TOTAL •• 1.37 .00 .00 61150 0 0 0 0 61150 
:I5 JOOI .0600 . .. CONCRETE ROCK HC EST. UNITS 30000.0 TN 

01 LAI3 .0 .35 .00 .00 .0 .0 10500 0 158 1511 158 10343 02 EO .0 .78 .00 .00 .0 . • 0 23400 0 35 35 35 23365 09 EUS .0 .02 .00 .00 .0 .0 600 0 0 0 0 600 TUTAL •• 1.15 .00 .00 34500 0 193 193 193 34308 
75 0001 070,,) HAINTAIN HAUL RUAD .HC EST. UNITS 30000.0 TN 

01 LAB 5(,3.0 .02 .00 .00 23J36. 8' 1611910.0 6ol0 '0 112 488- 488- 0 02 EO 51>3.0 .03 .00 .00 233JI>.8 168910.0 900 0 268 632- 632- 0 03 HATL 563.0 .00 .00 .00 23331>.6 1611910.0 0 0 200 lOO 200 ·0 ___ . _ . TOTAL . _U _ _ . _ . _ . . . __ ._ . _ 05 __ " .. " .00 .• 00 1500 0 . 5110 __ 920- 920- _ 0 _ . ( ' 75 0001 0705 UTILITIES t T~LEPHCNE ·HC EST. UNITS 55000.0 TN 
01 LAB (,13.3 .00 .00 .00 54985.8 331304.9 0 0 31>1 361 361 0 02 EQ 613.3 .00 .00 .00 54985.6 337304.9 0 0 6 6 I> 0 ; 03. MATL - b13.3 . _ _ _ " . • 11 __ _ _ .03 . . .04 _ 54985.6 .. 331304.9 _6000 . _ 1782 14054" 8054 8054 0 TOTAL •• .11 .03 .04 6000 1782 14421 8421 8421 0 

75 COOL 0710 STRIP t BACKfiLL ·HC EST. UNITS 55000.0 TN 
<- 01 LAB 491.9 .05 .00 .05 44440.2 270549.1 2997 132 13583 10586 10586 0 _ ... _._._-- - __ 02 EO _ __ _ 491.~ _. 

" .11 .00 .19 44440.2 270549.1- 5994 " 0 . 51229 45235 45235 O . ( . 

C' . ' ..... ; 



EW PUEBLO r:r ) J(.1URS INC. U l2,; KIIl2.J0-1'1 U~ 
PAGlC: !) v 

~~B eUST ANA~ 
: .. nNTH E:mw" 1-28-19 OIST NO 00lb AeCT-KCR-HD 

' .. ---------------------------------------------------------------------------------------------------------------------------------¥--
.JOll NUMbER. PCT ••••••••• UNIT CUSTS •••••••••• •• UNITS COMPLETED ••••••• TOTAL COSTS •••••• ••• GVER/UNOEK •• COS, TO 

CL JOB ITEM CUMI'L HR EST THI S MO IO-OATE THJS MU TU-I,lATE . E.STIMATE THIS ,.0 T .O~OATE ACTUALPROJELTEO CuMPLPE 
.1 ----------------------------------------------------------.-------------------------------------------------.----

75 0001 HUGHES PJT CONT INUEO 

09 EOS 491.9 .01 .00 ' .00 44/t40.2 210549.1 500 0 0 500- 500- 0 
TOTAL "" .17 .00 .24 9491 132 641112 55321 55321 0 

75 ooe 1 0720 SCALEMAN WAT~HMAN "MC ES T. UNITS 30000.0 TN 

01 LAB 5b3.0 .02 .04 .04 23336.B 1611910.0 600 839 6168 5668 5b68 · 0 
02 EQ 563.0 .03 .02 .02 23336.11 168910.0 '100 1059 2779 1879 11179 0 

I 
03 HATL 563.0 .00 .01 .01 23336.8 1611910.0 0 3010 1126 1126 1126 0 .. 09 EOS 563.0 .08 .00 .00 23336.11 168910.0 2250 62 563 1687- 1b87- 0 

I , 
TOTAL "" .13 .07 .07 3750 16610 10736 6986 6'106 0 II 

1 \ 

I 75 JOOI 0730 LOAO TRUCKS "He EST. UNITS 30000.0 TN 

01 LAII 563.0 .07 . • Ob .05 23336.11 J68910.0 2100 1429 9119 7019 7019 0 
02 EO 563.0 .11 .11 . 10 23336.11 168910.0 3300 2622 16781 1310111 13481 0 
03 HATL . 5b3.Q .00 .00. .00 23336.11 168910.0 0 0 112 112 112 0 
010 CEQR _ 563.0 ~ OO _ .00 .02 23336.8 168910.0 _ ._ 0 0 2663 2663 2663 0 
09 EQS 563.0 .02 .01 .00 23336.8 168910.0 500 129 526 26 26 0 

TOTAL •• .20 .18 .17 5900 4180 29201 23301 23301 0 

75 0001 0740 ROYALTY HC EST. UNITS 85000.0 TN 

_03 HATL . 197.0 .00 .-_00 .00 23336.8 Ib7450.0 0 1040- 289- 0 0 0 
04 C(::lR 197.0 .00 .00 .00 23336.8 161450.0 0 0 0 0 0 0 
Ob MISC 197.0 .18 .25 . 20 23336.8 167450.0 15300 5908 32825 17525 17525 0 

TOTAL •• .18 .25 .20 15300 54b8 32536 17525 17525 0 

15 0001 0745 OEPR~CIATION ON IMPROVEMENTS MC EST. UNITS 225000.0 TN 

03 MAll 149.9 .00 .03 .04 54985.11 337304.9 0 1854 12978 12978 12978 0 
06 Hise 149.9 .07 .00 .00 54985.8 337304.9 16548 0 0 0 c 0 

TOTAL •• .07 .03 .010 16510il 1854 12918 12978 12'J78 0 

15 0001 0760 QUAL ITY CONTROL .MC EST. UNITS 55000.0 TN 
I . .. .. .. - -- - ._- -- ------ -.-.-- -. - ---- - - -_. - -- _. 

01 LAB 1>21.5 .00 . 00 .00 549B5.8 341B31>.9 0 0 137 137 137 0 
03 MATL 021.5 .02 .00 .00 54985.8 3/t1836.9 1100 68 270 0 C 0 
as SUBC 021.5 .00 .00 .00 54985.8 341836.9 0 0 157 157 157 0 

Tu TAL •• .02 .00 .00 1100 68 564 291, 294 a 

.. 15 000l-0770 !>AFETY ·He EST. UNITS 55000.0 _ TN 

01 LAB 606.8 .00 .00 .00 54985.8 333763.9 0 0 287 l87 287 0 
03 MATL b06.8 .01 .01 .00 54985.8 3337b3.9 550 395 IV.6 596 596 0 

TOTAL ." .0 1 .01 .00 550 395 lIt33 883 883 0 

: _____ 75 0001 .0940 . _ __ _PLANT SET-UP -_.- --- - ·MC EST. UNITS 55000.0 ___ TN . 

01 LAB 60b.8 .04 .01 .05 5/t985.8 333763.9 2000 617 15750 13150 13750 0 



~. '-.-/ 

• 

- -- - ... 
- - .. - -

NEW PUEBLO CONSTRUCTORS INC. 
) : JOB COST ANALYSIS RUN 2-10-79 PAGE 51 

) ~ _ _ MUNTK ENOIN~ _ _ 1~ 2B~19 _ _ ______ _ ___ . __ _ _ 
( DIST NO 00Ib_ .. ACCT-KGR-MD -

) ------------------------------------------------------------------------------------------------------------------------------------.J08 NUMBER. PCT ••••••••• UNIT COSTS •••••••••• •• UNITS COMPLETED •••••• • TOTAL COSTS •••••• • •• OVER/UNOER •• COST TO CL JOIl ITEH COHPL PER EST THIS HO TO-OATE THIS HO TcrDATE ESTIMATE THIS HO TO-DATE ACTUALPRUJECTED COM.PLETE ------------------------------------------------------------------------------------------------------------------------------------15 0001 _ _ HUGH ESP 1 T .• _ 
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, FAMeo I 
February 26th, 1979 

TOMBSTONE DEVELOPMENT CO. 
c/o Mr. William Hight 
1824 North Broadwell 
Grand Island, Nebraska 69901 

Dear Mr. Hight: 

1700 Broadway • New York. NewYorkl0019 • (212) 247-0420 

At the request of Richard Hewlett I am writing you to ~escribe my background. 

My partner, Dwight Lee and myself have been ' in the investment business for over 
ten years. During this time I have known and pursued mining interests with 
Mr. Hewlett for ten years, and Mr. Briscoe for seven years. 

For the last five years our firm, FAMCO, has had a seat on the New York Stock 
Exchange, American Stock Exchange and The Chicago Board .Option Exchange. We 
specialize in the hedging of securities for institutions and money management 
clients. If you need further information in regard to this firm I can suggest 
that the New York Stock Exchange is best qualified to give an unbiased answer to 
any questions you might want to ask. 

We have also been involved in the venture capital business and have successfully 
invested in this area for about seven years. 

For personal,as well as business references, I suggest you contact Mr. Howard Poduska, ' 
, Vice Chairman of the Board, The Bank of New York. 

If you need any furthere information please give me a call and if by chance you 
are in New York I would look forward to meeting with you. 

Sincerely, 

~/I~ 
Thomas H. Schloss 
Chairman of the Board 

THS/ave 
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Appendix A 

TOMBSTONE DEVELOPMENT , COMPANY CLAIMS 

Claim Name 

North Point 
Cocopah 
Silver Belt 

' Empire 
Hawkeye 
Little Wonder 
Way Up 
Goodenough 
Gilded Age 
Vi gina 
Poor X 
Survey 
Toughnut 
SW Ext. Toughnut 
Fortuna 
Tranquillity 
Protectors ' 
Contentment 
Content 
Cinncinatti 
Houghton 
Defense 
Surveyor 
Westside 
Sulphuret . 
Mayflower 
Alta 
San Rafael 
Ninety Nine 
Last Chance #2 
Boss 
Herald 
Tribute 
Eastside 
Blue Monday 
Eastside No. 2 
Old Guard 
Lucky Cuss 
COD 
Luck Sure 
McCann 
Owl's Last Hoot 
Owl's Nest 
Escondido 
Wedge 
Black Hawk 
Oregon 
Prompter 
Contact 

, Designation 

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

D-16 
D-6 
D-5 
D-15 
D-IO 
D-12 
D-13 
D-ll 
D-4 
D-14 
E-5 
E-7 
E-3 
E-8 
F-36 
D-2 
D-27 
D-17 
D-25 
D-23 
H-I 
F-28 
D-24 
D-8 
D-I 
D-22 
D-19/F-39 
F-6 
D-l8/F-38 
F-7 
D-26/F-2 
F-16 
F-5 
F-I 
F-19 
F-23 
F-24 
F-IO 
F-33 
F-4 
C-2 
F-25 
C-I 
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Claim Name 

Florodoro 
Antelope 
Shoo Fly 
Verde 
Mexicana 
Extacy 
Shorty 
Emerald So. Mine 
Emerald 
Hidden Treasure 
Revenue 
Telephone 
Grand Dipper 
Rattlesnake 
Mammoth 
Bunker Hill 

. Li ttle Comet 
Big Comet 
Miner's Dream 
Sidney 
So. Ext. Central 
Southern Belle 
Buffalo 
Naumkeag 
Moonlight 
Grand Central 
Illinois 
Michigan 
Flo.ra Morrison 
Head Center 
Yellow Jacket 
Contention 
New Year 
Cornell 

S.E.A. 
Page 2 

Designation 

F-12 
C-5 
C-:-5 
C-9 
F-18 
F-II 
F-29 
F-9 
F-8 
F-15 
F-27 
F-32 
F-'-14 
F-26 
F-19 
F-3 
C-4 
C-4 
C-4 
F-3I 
F-30 
F-37 
F-34 
F-21 
F-20 
F-13 
F-37 
F-37 
F-41 
D-21 
D-21 
D-20/F-20 
F-22 
F-35 
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Agreement between JAMES BRISCOE hereinafter called JAB and THOMAS 

H. SCHLOSS, DWIGHT E. LEE AND FAMCO or other investors designated by 

. SCHLOSS OR LEE (hereinafter called INVESTORS). 

Inves;~~s desired to invest and JAB desires 

interest 6"f' future interest on the following basis 

rights described below in the following manner: 

to sell 

in the 

present 

mineral 

DOLLARS INVESTED % OWNERSHIP TIMING OF CASH TRANSFER 
IN MINERAL AREA 

.$ 25,000 25% on signing 

50,000 30% wherr required but not less 
75,000 35% than days from signing 

100,000 40% ) t..) It/O rk 'Ih") 

125,000 45% 
150,000 50% - by May 31, 1979 
175,000 55% 
200,000 60% 

l:-. MINERAL RIGHTS 

( 

Mineral rights shall include but not be. limited to the rights 

,listed in the preliminary draft of lease agreement dated February · 7, 

1979, between TOMBSTONE DEVELOPMENT COMPANY (hereinafter referred to 

as either Lessor or TDC) and KARIN LAKE EXPLORATION COMPANY 

(here inafter referred to either as Le ssee qr JAB). JAB intend s to 

develop the patent and unpatent claims described in the TDC agreement 

and including the 200 acres of certain claims situated in the 

immediate vicinity of the townsite of Tombstone. Those claims consist 

of the Content, Cocopah, North Point, Contentment, Empire, Tranquil, 

Silver Belt, Silver Red, Contention, New . Year, Cincinnati, Head 

Center, Yellow Jacket and Flora Morrison claims plus the Vigina Mine 

Tour claims. Also included above, but not specifically mentioned is 

the heap located on the TDC property. 

Although the lease speaks of surface rights it is understood to 

mean for the agreement, surface rights . as well ~s underground mining if 

the econom ics . war rant. We have the right to cl ar ify or correc t 
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perfect any inconsistencies that may be present in the current TDC 

lease. What may ' be part of the same ore body or offset from the TDC 

are the Tombstone Extension, Tombstone Mineral Reserve ' (TMR), and the 

State of Maine area. The State of Maine area and other c}.(;Ii~s are. 
. 'f<t!~ 1 be)t>H5r ... rB> c.~ 

chiefly owned by the Escapules and concern only the 7200~ underground 

ore zones on a . joint v~nture with the Escapules. The Seth Horn and 

Robbers Roost area are potential porphyry copper targets. Although it 

is not' planned at this time to explore or min'e the porphyry copper 

area it is understood that at a later time when an agre'ement is 

reached with owners of these areas, investors would participate in the 

same manner through their ownership in the TDC agreement. 

SIGNING 

A. Upon signing of this agreement $25,000 will be paid to JAB to be 

used to start the chemical process plant defined. These funds will 

pay for the ini tiation of spray leaching. An y resul ting cash flow 

and or remaining part of the $25,000 will be used to lease a crusher 

to process certain parts of the heap , to verify the process and 

determine what the cost will be based on the type of ore to be 

processed. Aft~r these results have been obtained and analyzed then a 

decision will be made to continue or terminate the program. 

Attachment 1 is the current estimate for the use of funds for the 

first $25,000. 

B. If continued, an additional $25,000 to $50,000 will be used to 

sample the heap if appropriate, and to increase the daily capacity of 

the h e a p -p 1 u s t 0 --s ! r L----\::rtti±rl i [)" -t .. e 1" 1 a II t e r~t R-e- I e a chi n g 

operation.Based upon t=csc cost configurations a decision will be made 

to continue or terminate. 

C. The rest of the funds will be raised by Memorial Day, but 

credited as raised and needed and used according to JAB directive to: 

irst, process the heap; second, to sample and drill the open pi t 

potential; and third, to secure the mineral rights of the areas 

currently not under contract at this time. 
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DEPOSIT OF FUNDS, DISBURSEMENT AND BOOKKEEPING 

Fund s ,will be depos i ted to the THL (Tombstone He ap Le ach) Tr us t -

account 1/ tJ;SJ-tJjf:,Lj/ 1st National Bank of Arizona University Medical 

Br anch. /j,1~.sfr>-) JI rJ~A-
) 

All disbursements will be by the purchase order system used 

throughout S.E.A., Inc. organization. 

During the expenditure of the first $25,000, Phase A items over _ 

$100 will be approved by J. A. Briscoe. 

During Phase B, the expenditure of the second 25 to 50 thousand 

dollars, items over $250 will be -approved by J. A. Briscoe. 

0. 
J. A. Briscoe, singly; bookkeeper J. E. T~ley and Business 

Service Manager C. M. Dodson, jointly; will have capability to write 

checks against this THL checking account. 

The Day Timer record keeping system~ in u~e throughout the 

S.E.A., Inc. organization, will be used to .keep - time and expense 

records for all employees of the Tombstone Leach Project. 

Bills in support of the expenses for the operation will be 

submitted to the partnership on a bimonthly basis. 

Books will be kept on the operation, with these subject to 

examination by the partners during normal working hours. 
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ATTACHMENT 

Required capital investment for the slope leach is as follows: 

A. Power hook-up 

B. EI ectr i c 

C. Pump ins tallation/ electr ic 

D. Water line installation 

E. Spray 1 ines/mani fold s . 

F. Directional rainbird s 

G. Preg pond 

H. Laboratory 

I. Building 

J. Plants 

K. Tanks 

L. Chemicals 

1. Resin-SR-3 

2. Lime 

3. Sal t 

4. NaOCl 

5. Na 2S2 0 3 
6. Na CN 

7. Na 2S 

8 . Po wd. Z inc 

M. Insurance and bond 

N. Management 

0. Labor 

P. Misc. 

10011 

100011(.087) 

5-55 gal 

30011 

100011 

40011 

10011 

$2400 

2000 

1000 

2040 

100 

80 

100 

100 

200 

2200 

1000 

650 

87 

247.50 

73.80 

561. 50 

99.20 

66.20 

4500 

4000 

2000 

1495 

25,000 
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Crushing Crushing 

Rate Duration 

( 200 Tons per Day 250 months 

400 " 125 " 
600 " 83.3 " 

1000 " 50 " 
( . 3000 " 16.·7 " 

( 



( 

( 

( 

( 

( 

Appendix A 

TOMBSTONE DEVELOPMENT COMPANY CLAIMS 

Claim Name 

North Point 
Cocopah 
Silver Belt 
Empire 
Hawkeye 
Little Wonder 
Way Up 
Goodenough 
Gilded Age 
Vigina 
Poor X 
Survey 
Toughnut 
SW Ext. Toughnut 
Fortuna 
Tranquillity 
Protectors -
Contentment 
Content 
Cinncinatti 
Houghton 
Defense 
Surveyor 
Westside 
Sulphuret -
Mayflower 
Alta 
San Rafael 
Ninety -Nine 
Last Chance #2 
Boss 
Herald 
Tribute 
Eastside 
Blue Monday 
Eastside No. 2 
Old Guard 
Lucky Cuss 
COD 
Luck Sure 
McCann 
Owl's Last Hoot 
Owl's Nest 
Escondido 
Wedge 
Black Hawk 
Oregon 
Prompter 
Contact 

Designation 

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

D-16 
D-6 
D-5 
D-15 
D-IO 
D-12 
D-13 
D-II 
D-4 
D-14 
E-5 
E-7 
E-3 
E-8 
F-36 
D-2 
D-27 
D-17 
D-25 
D-23 
H-I 
F-28 
D-24 
D-8 
D-I 
D-22 
D-19jF-39 
F-6 
D-18jF-38 
F-7 
D-26jF-2 
F-16 
F-5 
F-I 
F-19 
F-23 
F-24 
F-IO 
F-33 
F-4 
C-2 
F-25 
C-I 

I 
!' 
I 

.: 
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Claim Name 

Florodoro 
Antelope 
Shoo Fly 
Verde 
Mexicana 
Extacy 
Shorty 
Emerald So. Mine 
Emerald 
Hidden Treasure 
Revenue 
Telephone . 
Grand Dipper 
Rattlesnake 
Mammoth 
Bunker Hill 
Little Comet 
Big Comet 
Miner's Dream 
Sidney 
So. Ext. Central 
Southern Belle 
Buffalo 
Naurnkeag 
Moonlight 
Grand Central 
Illinois 
Michigan 
Flora Morrison 
Head Center 
Yellow. Jacket 
Contention 
New Year 
Cornel.l 

S.E.A. 
Page 2 

Designation 

F-12 
C-5 
C-5 
C-9 
F-18 
F-II 
F-29 
F-9 
F-:8 
F .... 15 
F-27 
F-32 
F-14 
F-26 
F-19 
F-3 
C-4 
C-4 
C-4 
F-31 
F-30 
F-37 
F-34 
F-21 
1"-20 
F-13 
F- .37 
F-37 
F-41 
D-21 
D-21 
D-20/F-20 
F-22 
F-35 
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Southwestern 
Exploration Associates, Inc. 

Mr. Max Bishop 
ARIZONA PUOLIC SERVICE 
P.O. Drawer J 
Bisbee, Arizona' 85603 

Dear Mr. Bishop, 

February 22, 1979 

We desire power service in the Tombstone area. We have leased 
from the TOMBSTONE DEVELOPMENT COMPANY the mining leases 
previously leased by 71 Minerals. We would like basically the 
same service they had, which ,was to the 71 Minerals plant facil~ 
ity and to the Westside Min~ for the water pump. 

At the old 71 Minerals plant, there is a conflict with "United 
Sporting Arms", which have a lease for six (6) months. Because 
of this, we will have a temporary building near that facility, 
which would be about 200 feet south of your "main-service" power 
pole close to the 71 Minerals building. We are very flexible as 
to the location of our meter box, as we will run lines to pumps, 
plants,etc., from that location. The seivice to , the Westside 
would be the same as before, (by 71 Minerils). 

Our operation will have a five-year life. Our financial commit
ments to TOMBSTONE DEVELOPMENT COMPANY, plus our leaching oper
ation, open-pit and underground exploration require a minimum of 
five "(5) years to complete various phases of our activities. 

The hours per day would be as follows: 

West Side 

Eight (8) hours per day for the first several weeks, then in
termittent; just enough make-up water to compensate for evapo
ration. 

Plant 

Eight (8) hours per day for the first three (3) months, then 
sixteen (16) hou~s per day and then three (3) shifts in six 
(6) months. 
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( Page 2 

The days per week will be five (5), and then after three (3) months, two (2) shifts at the plant. 

Please contact me concerning any questions you may have concerning our request. 

s~nc:relY Y:SJ-IJ-~ 

James A. Briscoe 
President 

JAB/sIr 
P-418 
2052 
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Southwestern 
Exploration Associates, Inc. 

February 22, 1979 

Mr. Dusty ~scapule 
P.O. Box 1103 . 
Tombstone, Arizona 85638 

Dear Dusty, 

We are pleased to accept your bid of $300.00 to lay the three 
~nch PVC line from the Westside pump station to a location near 
the old '71 mirierals' plant; close to the new barren-precip pond 
just north of the heap. 

Enclosed please .find an advance of $100.00. The additional 
$200.00 will be paid when you complete your work and furnish us 
with your final bill. 

Thank you for your proposal. 

Best personal regards, 

./) - /' r);':::; tl/; ' ~':'--.-,~ 
()L.<..../'..../'-<·n.J.;:: ( / I~/~v~\y/ ~- -

Richard F. Hewlett 

RFW/slr 
P-418 
enc. 
2050 
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Southwestern 
Exploration Associates, Inc. 

February 22, 1979 

Mr. Thomas H. Schloss 
Chairman of the Board-FAMCO 
1700 Broadway 
New York, New York 10019 

Dear Tom, 

Enclosed please find the following: 

1. Proposed investment schedule and sequential investment 
interest to FAMCO, et.al. 

2. Newspaper article on "Gun Company" that leased our bui Iding. 
. . 

3. Lease; the first and last piges will only be changed to 
reflect that Tom Schloss (FAMCO) and James A. Briscoe 
(S.E.A., et.al.) will be the only lessees in order ~hat 
Richard Hewlett shows no involvement (with respect ,to SBM). 

Dick and myself are veri anxious to work with you and Dwight and 
your group. 

As we discussed at breakfast this morning, to have an operation 
. for inspection by your clients, it· is most urgent that you ad
vance us $25,000 to initiate the heap leaching, by the first of 
next week. This we can easily accomplish by wire. 

Please contact me concerning any questions that you may have 
concerning our relationship. 

B~st personal regards, 

,,~~~ev--
James A. Briscoe 
President 

JAB/sIr 
P-418 
enc. 
2056 
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TOM SCHLOSS 

Year One 

Start investment of $25,000 to initiate leaching. Advance up 
, to a total of $100.000 to sponsor the heap re-processing, which 
will provide a "sales location" for investor visits. ' 

FAMCO will raise . an additional $400,000 for the year (before 
June) ~ 

For the total $500,000 irivestment\ FAMCO would earn a 60% inter
est. 

Incremental interests would be:as follows: 

FAMCO Investment 

$25,000 
50,000 
75,000 

100,000 
200,000 
300,000 
400,000 
500,000 

Use of funds would be: 

FAMCO Interest 

3% 
6% 
9% 

12!% 
25% 
36% 
48% 
60% 

$200,000; re-process heap ' J 
$250,OOO~ open-pit exploration 
$50,000; porphyry popper exploration , , 

The FAMCO ,offering and resulting partnership would initially 
hold an interest in the TDC lease and be a pirt of the lease 
(see enclosed lease). I would request that James Briscoe sign 
and Tom Schloss sign for FAMCO or other name. One thing that 
we need is FAMCO or some responsible financial information/ 
st,ate~ent for the 'insurance company and , for the performance bond. 

For an expected return, I am very confident that I can produce 
to following net operating profit before taxes: 

Month 

April, 1979 
May, 1979 
June, 1979 
July, 1979 
Aug., 1979 
Sept., 1979 
Oct., 1979 
Nov., 1979 
Dec., 1979 

Net Operating Profit 
Before Taxes 

$20,000 
40,000 
60,000 
80,000 

100,000 
100,000 
100,000 
100,000 
100,000 

$700,000 
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FAMCO's interest would be (60%), $420,600 by the end of 1979. 

In the first year, the FAMCO partnership would begin re-proces
sing the heap, (TDC claims), open-pit e~ploration on TDC claims, 
and acquisition of additional claims for the FAMCO partnership. 

Then the following year, FAMCO would raise another $500,000 .to 
maintain their 60% interest, for exploration on the claims 
(properties) acquired in the first year (bY the partnership). 

r. 
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Southwestern 
Exploration Associates, Inc. 

Mr. H. W. 
Route 1 
Box 590 
McAllen, 

Hobbs 

TX 78501 

Dear Mr. Hobbs: 

February 14, 1979 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 

James A. Briscoe, President 
Registered Professional 

Geologist 

REVIEWED 

rEBl~ 
BY~ 

At the request of Mr·. James: A. Briscoe, I am enclosing this 
bound copy of the Tombstone. Project prepared by Southwestern 
Exploration Associates, Inc~ 

Mr. Briscoe is presently out of town; however, should you have 
any questions, I do have phone contact with him. Please contact 
me and I will see that a message is transmitted to Mr. Briscoe. 

CMD: jmp 
encl. 
P-4l8 
2020 
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Southwestern 
Exploration Associates, Inc. 

February 14, 1979 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 

James A. Briscoe, President 
Registered Professional 

Geologist 

REVIEWED 

FEBt~ 
BY~ 

Mr. Dwight Lee 
FAMeO 

OVERNIGHT DELIVERY 

1700 Broadway 
22nd Floor 
New York, NY 10019 

Dear Mr. Lee: 

At the request o~ James A. Briscoe, I am enclosing this copy 
of the Tombstone Project prepared by Southwestern Exploration 
Associates, Inc. 

Mr. Briscoe is ~resently out of town, but if you should have 
any questions, please feel free to contact me - I do have 
phone communication with Mr. Briscoe. 

Sil).cerely, 

-'~~~'irie' !( D~';;~ri " ~. 
Mgr., Business Services 

CMD:jmp 
encl. 
P-4l8 
2019 
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James A. Briscoe, President 
Registered Professional 
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(' 

Southwestern 
Exploration Associates, Inc. 

Mr. Richard F. Hewlett 
2602 Monte Verde Way 
Sparks, NV 89431 

Dear Mr. Hewlett: 

February 2, 1979 

Enclosed is a check (#104) in the amount of $6,000 drawn on 
the Tombstone Mining District Trust Account in the name· of 
Tombstone Development Co. Escrow Account. 

Also enclosed are promotional portfolios which S.E.A. has been 
using during the last year or so. We have also included some 
preliminary promotional material which will eventually be 
finalized for a new promotional brochure for S.E.A. These 
have been bounq and labeled as such. 

Please note that we have made reservations for and arranged to 
have a prepaid ticket waiting for you at the United Airlines 
ticket counter for Unit~d Flight #710, le~ving Reno at 3:05p.m. 
arriving Denver at 5:56 p.m. then connecting to Frontier Flight ' 
#564, leaving Denver at 7:46 p.m. and arriving Grand Island, NV 
at 10:36 p.m. on Sunday, February 4. Be sure to give the ticket 
people your prepaid . ticket number: 0168032041965. 

I've also enclosed your extra toll call book which you did not 
have room for on your last trip to Tucson. 

Have a good trip! 

Sincerely, 
/. . 

.I ~/ . I . .. " 
Y.hr· 'st'-'ine M. Dodson 
'Mgr .', Business Services 

CMD:jmp 
encl. 
P-418 
1990 

, 



( 

( 

BarrySpak - This is the newspaper article I was telling you about 
in our conversation about noontime on Wednesday the 31st. 

None of the people involved in this are known to me. However, 
I do know the approximate area in which these operators purported 
to have leachable mine dumps. I helieve this to be the area 
adjacent to the State of Maine Mine. The dumps on this state 
ground, probably do bear silver, but they are simply too small 
to be ecOnomically operated, a point lost on the investors. 
The underground potential ' in this same area, however, may be 
Significant, but it bears no relationship to what these charac-
ters were trying to do. . 

I thought it best that you and A.J. be aware of this situation 
in case anyone should' inquire as to how it relates to the leach 
project Dick Hewitt has proposed. As I mentioned in our 
telephone conversation, the projects are related only semantically 
in the words "Silver," "dump," and "leaching." Whereas both 
the scope and .the engineering in our proposed project suggest 
profitable operation,the size of the dumps these fellows were 
working on could never have supported an economic operation, 
even though they might have been very high grade. 

Should any of this warrant further detail, please give 'me a 
call. 

Very truly yours, 

James A. Briscoe 

JAB/lje 
1998 

" 
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Southwestern 

Exploration Associates, Inc. 

( 
Dr. A.J. Greenbaum 
Guest - Room 182 
Arizona Bil tmor·e 

January 28, 1979 

24th Street & Missouri Avenue 
Phoenix, AZ 85016 

Dear Dr . Greenbaum: 

4500 E~;;;;::;, S!lite 14 
Tucson, Arizona ;85712 

(602) 795-6097 

James A. Briscoe, President 
Regist ered Professional 

Geologist 

Enclosed for your review are the original and four (4) copies 
of the Hewlett Management Tombstone Study prep~red by 
Mr. Richard F. Hewlett. · . 

( . These have been sent via F~iF FFeight, Flight ~, Counter
to-Counter, leaving Tucson at 4-::31- p. m. · and arriving at Phoenix . . ~~ at "5-:-OO-p.m., January 28, 1979. 

cO: s<' 
Sincerely, 

.' ." :~/ ... -~. "" ~ -'-7" ; 
( p ._ •• - , _ ...... -:.--< ~ --, _ : ( -...{ I ) "' .l -., .:-""1.. 

~Chrlstlne M. Dodson ---
Mgr., Business Services 

c~m: jmp 
encl. 
P-418 
1975 
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p Southwestern 
Exploration Associates, Inc. 

( VIt. A.J. GIt~~nbaum 
Gu~~t - Room 182 
Altiz~na Biltmolt~ 

J anualty 29 , 1979 

24th Stlt~~t & M-i.6.6oulti Av~nu~ 
Pho ~nix, AZ 85016 

V~alt VIt. GIt~~nbaum: 

4500 E. Speedway, Suite 14 
Tucson, Arizona 85712 

(602) 795-6097 

James A. Briscoe, President 
Registered Professional 

Geologist 

Enclo.6~d i.6 th~' coltlt~ct~d and .6ign~d C~ltti6icat~ which you 

( 

( 

di.6cu.6.6~d with Mit. Jim Blti~co~. Th~.6~ copi~.6 will b~ 
in.6~ltt~d in th~ appltopltiat~plac~ in ~ach 06 th~ 6iv~ H~wl~tt 
Manag~m~nt Tomb.6ton~ Studi~.6 tltan.6mitt~d to you y~.6t~ltday, 
Janualty 28, 1979 via Ailt FIt~ight. 

Th~.6~ hav~ b~~n .6~nt via Cochi.6~ Ailt FIt~ight Flight 432 altltiving 
Pho~nix at 11:10, Janualty 29, 1979. 

Sinc~lt~ly, ... _ 
I " r;. -'" 

. / /." / ) t ' , 
, . ; - -~-:1' - "",---_ . /t,.( . -C' , , ' <., .',~ 

-'-- - ..----. 
Chlt~.6tin~ M. Vod.6on . 

CMV:jmp 
~ncl. 
P-418 
1976 
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HEWLETT MANAGEMENT 

R. F. HEWLETT 

PHONE(702)359~1069 Janua:ILY 27, 1979 

2602 Monte Verde Way 
Sparks, 'Nevada 89431 

CERTIFICATE 

I, RichalLd F~ He~lett 06 the City 06 SpalLk~, W~~hoe 
County, in ~he State 06 Nevada, U.S.A. helLeby celLti6y: 

1. That I am a plLacticing Chemical and Mining EngineelL in 
the , State~ 06 Nevada and AlLizona. My 066ice~ aILe at 
2602 Monte VelLde Way, SpalLk~, Nevada 18943i). 

2. Th~t I am a glLaduate 06 Iowa State Un1.veJr..~i.ty and hold 
a BachelolL 06 Science VeglLee in Chemical EngineelLing and 

3. 

that I' am a ~Jr..aduate 06 the UnivelL~ity 06 AlLizona and hold 
a Ma~telL~ 06 Science VeglLee in Mining EngineelLing. Al~o, 
while completing my coulL~e wOJr..k 601L a VoctoJr..ate in Geological 
EngineelLing, I wa~ on the teaching 6aculty 06 the UniveJr..~ity 
06 AJr..izona and the CololLado School 06 Mine~. 

That I have been pJr..act~cing my pIL06e~~ion a~ a Chemical 
and Mining EngineeJr.. ~ince 1957. 

4. That I ha.ve no inteJr..e~t, e.itheJr.. diJr..ect oIL indilLect, in the 
plLopelLtie~ 06 KalLin Lake ~xploJr..ation~ Limited, and do not 
expect to Jr..eceive, eithelL "diJr..ectly o~ indiJr..ectly, any inteJr..e~t 
in the pJr..oject~ li~ted helLein. 

5." That the accompanying lLepQJr..t i~ ba~ed on a ~tudy 06 all 
Jr..epolLt~ and map~ available on theplLopeJr..ty with nu~eJr..ou~ 
vi~it~ to all ~ulL6ace ~ndmo~t undelLgJr..ound ~ite~ mentioned 

6. 

in thi~ lLepoJr..t. ' 

I heJr..eby con~ent to inclu~ion 06 th~~ Jr..epolLt in the plLo~pectu~ 
06 KalLin Lake ExploJr..ation~ Limited 601L the VancovelL Stock 
Exchange. 

VATEV AT TUCSON, ARIZONA, U.S.A., thi~ 27th day 06 
JanuaJr..Y, 1979. 
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HEWLETT MANAGEMENT 

R. F. HEWLETT 

PHONE (702)359-1069 Janualty 27,1979 

2602 Monte Verde Way 
Sparks, Nevada 89431 

CERTIFICATE 

I, Richaltd F~ He~lett 06 t~e City 06 Spaltkh, W~hhoe 
County, in the State 06 Nevada,' U.S.A\ heltebY ' celtti6y: 

1. That I am a pltacticing Chemical and Mining Engineelt in 
the Stateh 06 Nevada and Altizona. My 066iceh alte at 
2602 Monte Veltde Way, Spaltkh, Nevada ,89431). 

2. That I am a g/taduate 06 Iowa State Unive/thity and hold 
a Bachelolt 06 Science Vegltee in Chemleal Engineelting and 

3. 

that I am a gltaduate 06 the Univelthity 06 Altizona. and hold 
a Mahtelth 06 Seienee Vegltee in Mining Engineelting. AlhO, 
while completing my COUlthe wo/tk 601t a Voetoltate in Geological 
Engineelting, I · wa~ on the teaching 6aculty 06 the Univelthity 
06 Altizona and the Cololtado Sehool 06 Mineh. 

That I have been p/tact~cing my plt06e~~ion a~ a Chemieal 
and Mining Engineelt hince 1957. 

4. That I have no intelteht, eithelt di/teet Olt indilteet, in the 
pltopelttieh 06 Kaltin Lake Exploltatian~ Limited, and do not 
expect to Iteceive, eitheltdiltectly oh indiltectly, any intelte~t 
in the pltojecth lihted helte~n. 

5. Thai the aecompanying Itepoltt ih bahed on a htudy 06 all 
ltepOltth and map~ available on the pltopeltty with numeltou~ 
vi~ith to all .6ult6ace and mOht undeltgltound hite~ mentioned 
in thih Itepoltt. 

6. I helteby eon~ent to incluhion 06 th~~ Itepoltt in the pltOhpeetuh 
06 Kaltin Lake Exploltationh Limited 601t the Vancovelt Stock 
Exeha..nge. 

VATEV AT TUCSON, ARIZONA, U.S.A., thih 27th day 06 
Janualty, 1979. 

Chemical & Mining Engine 
State 06 Altizona 
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R. F. HEWLETT 

PHONE (702)359-1069 Janualty 27, 1979 
2602 Monte Verde Way 
Sparks, Nevada 89431 

CERTIFICATT;: 

1, Richaltd F. Hewlett -0' the City 06 Spaltkh, Wahhc~ 
County, in the State 06 Nevada, U.S.A. helteby celtti6y: 

1. That 1 am a pltacticing Chemical and Mining Enginee~ in 
the Stateh 06 Nevada and Altizona. My 06~iceh alte ~t 
2602 Monte Veltde Way, Spaltkh, Nevada (894311. 

2. That 1 am a gltaduate 06 Iowa State Univelthity and ~.old 
a Bachelolt 06 Science Vegltee in Chemical Engineelti':g and 

3. 

that 1 am a gltaduate 06 the Univelthity 06 Altizona ~nd hold 
a Mahtelth 06' Science Vegltee in Mining Engineelting. AlhO, 
while completing my COUlthe woltk 601t a Voctoltate in Geological 
Engineelting, 1 wah on the teaching 6aculty 06 the Jnivelthity 
06 Altizona and the Cololtado School 06 Mineh. 

That 1 have been pltacticing my plt06ehhion ah a Che-ical 
and Mining Engineelt hince 1957. 

4. That 1 have no inte~ehti eithe~ diltect Olt indiltect, ~n the 
pltopelttieh 06 Kaltin Lake Explo~ationh Limited, and do not 
expect to Iteceive, eitheltdilte~tly 04 indilLectly, iny intelteht 
in the plLojecth lihted heltein. 

5. That the 'a.ccompanying JtepolLt i.6 ba.6ed on a htudy c: all 
lLepOltth and maph a.vailable on the plLopeltty with nu,eILOu.6 
vihit.6 to all hUIL6ace and mO.6t undelLgltound .6iteh ",~ntioned 
in thi.6 lLepolLt. 

6. 1 helteby conhent to inclu.6ion 06 thih lLepolLt in th~ plto.6pectuh 
06 KalLin Lake ExplolLationh Limited 601L the Vancove~ Stock 
Exc.hange. 

VATEV AT TUCSON, ARIZONA, U.S.A., thi.6 27th day 06 
Jan u aIL y , 1 9 7 9 • 

~j;~ 
Richaltd F. Hewlett 
Chemical & Mining EngineelL 
State · 06 Altizona 
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FILE 

FRC~;: h"ES 

LATE: Janu2ry 2G, 1979 

FE: Conversatjon This Date viith Charlie and Louie Escapule About 

Lecsing Their Land at the state of Maine Bine at Tombstone, 

Arizoni:. 

_ This memo lists some of the key points and information th2t I lE~rned 

tO~Ey in my convcrs2tions with thE Escfpules .. 

1. Chc:rl ie cnd Louie: Escc:pule i:'re conoucting a beet? cy~r,ice 

lEaching operation on their claims at ·the St~te of r·1ainc mine 

one have b~cn cioing this for t ... ,o yec.rs. 'I-hey estimate that 

they have le~cheG 17,C06 tons of dump rock ~nd h2ve recevercd 

34,0~0 ounces of silver an6 c:n unspEcified minor i:JT,ount of 

gold. 

~. In ad6ition to their le~ching operation,tbcy h~vc ~lso been 

constructing 65 ton per day and 300 ton per dey lE~ch mills 

which they then mount on trucks for haul~gc to cny plaCE or 

leoching cpErotions. Although they have not bE:en 

advertising, t.heir reputation h-c c.~ sprccc .::nc they hc:vc mere 

oreers than they can fill for these mills, cno they c::re 

presently v]Qr Idng on their 23th mill. They bE.vE given me 

some of the specificctions on · their mills. HOWEver, this h~s 

been extremely profitGblt:' for them .::nc is even more 

profitable th2n the silv~r leaching they 2re doing 2t · the 

Stote of ~!.::d ne. I h~ve takEn pictures of one of their mills 

in oper2tion at the State of Meine min~ fnd they have giVEn 

me several black and white snap shots of thEse plants. 'ih ey 

are extremely efficient, and in5tE~a of using ~ilter pr0ss~s, 

thEY use c. diff(·rent fiJteril}g system ..,:hieh thE:y fjnd vf::ry 
. -

e:fficlE.:nt <::nd Economiu:l, which runs &~out $30" ~ pieCE for 

thE 3C0 ten per 6~y mill. 7he 3b~ ton per oay refers to jG0 

tons of lQach solution pE: r dey. 'fhc 3f;b ton pEr day IT,ill 



se)]s for $l6,SrG. It's possible that S.E.A. would be 

interested in thEsE mills in the future. 

3. Concerning the leach operation the EscDpules [·re running at 

the State of McBine mine, they are using zinc precipctation 

c.nc1 ", re refining the precipitc.:tcs tbemsclv€s 2no eJectro

winning silver to a purity of 99.999 percent pure which they 

c:.re casting into 1 ounce, 10 ounce, 50 ounCE end IL0 ounce 

b4rs and are selling the~~ to local people. 

4. The Escapules are interested in leasing tbeir ground c.; t the 

State of Maine mine, however, tbEY 00 not ""ant to be inter

rupted in the mining and leuching operations thet they hz.ve 

going on right now. I informed them that this would not b~ 2 

problem 2nG they WEre satisfied. They do have pJans for 

go ing unoerg round to do some Jili n ing ano pu 11 ing 0 f gob bu t 

this is on 

gr2c!uC"ting 

C:. very small sCale. 

in 2 ffionth or two 

Cheir J ie Lscc:pule' s son j s 

a m j n i n 9 and 9 co] 0 g i cal 

(' rJginEoer end plans no\.; are for him to t.:-· ke over the 

explor2tion Cind mining c3t the State of r-lc.:ine n:inE.' . 

5. ALter explaining our pl~ns for ~n Explcr~tion prcgrare ~t the 

S t 2: teo f ~; 2. i n e IT! i nEw h j c h ..... 0 u 1 a i n v 0 J \i e 5 U r f 2. C ( C n C 

subsurface sampling 210ng with IT.c:pping [olloviE:'Q by Grilling -

the Esc<JpulE:s .were very intere:-stec in this operation. I'~c 

spent considerable time this afternoon discussing the geo10gy 

of the mine 2r£2. ~hey agree that numerous drill holes end 

c.:ssay of those drill' cuttings is the type of dcta which is 

neeoed to fina <Joditioncl ore bodic:s. 'I'heir sc:-,mpling i:nd 

very 6et2iled surveying indic2tes that there is 200,~00 tqns 

of gob in the Stete of l'1cinemine which c:vcroges 10 ounces 

sjlver per ' ton. ].I.nd hEre the gold is extremely sIT,all to 

ncg)jgc:b1e. 

6. The Fox 2nd Misy Clfi~5 whjch arc ownea by Ernie Ese~pule ere 

unFr: tE'l!tec clc::im blocks und pi:<rts of theSE bC"vc been ]e' cEed 



7. 

to other cow.p~nies. Bov,'E'vE'r the C)c.tu~'l st(:;tus of those 

IE2ses ~n6 the te[min~tion dates are not known at this tim~. 

It is qujte possible th2t Ernie wou16 be willing to lease the 

remainder of his claims to S.E.A. at this time with an option 

to lEase 811 of thE claims when they become available 2gain. 

Louie 

ground 

\"h j ch 

Escapule ~lso pointed out that the majority of the 

in the State of r-;2ine arec is covered by Section 16 

is a state owned spction and it is possible that the 

person who has this section h2s not p2id the rental and the 

section is therefol:e open for 

tvir. 'lorn Colvin, ? 'I'ombstone 

claims in the Tombstone src?. 

I c' c sin g • T his inc i v i d u a J i s 

res j c e n t \-l h 0 0 vln S rr. any 0 the r 

This is a point that shouJd be 

immE:oiatE.ly cbecked by 'thE' Lane .Status I:;"ivisjon. 

8. ?he Esc2puJes ere ccncerned about creating interest in thEir 

g r 0 una C E: for E Apr ill s t, ' ..... h i chi s w h c nth e , 7 1 r·jj n e r c: I s I € .:.. s c 

expirES on . the i 1 r-;iner21s pl&nt which is on one of the: 

pc:tcnte(; cle-ims. Ano blso expiring l;pril 1 IS the d e ed to 

.85 acres of ground cn which the ' mill sits. 

time, this is the only lcm().ining property which /1 I·jiner.21s 

owns or has leg<:l title to. flowe\ier, the Esc2pulEs c::re 

concerned that if at c; t imc cefore Apr j 1 1, \-Je gen<.:r<.: te 

i n t E' res tin the dis t ric tor i nth e co rea, t hat 7 ] r·'!i n e r 0 ). s 

will corne bvck ~n~ cl~jm that they still r(t~in some intereEt 

in the total Escapule ground which they previously had le2sEd 

however those le~scs prob~bly Expired two yea~s ~go. Ch~rlic. 

Escapule is uncIeEr on the validity of this 2nd he feels it 

. ... .'Oulo be safE'r to just It/,it until April · ] aftEr which there 

would be no question ~s to the interest of 71 Minerals. That 

is, 0 nAp r ill a I lin t ere s t t: hat -; 1 C·j i n E: r Ci 1 s has w ill be 

expire~. It &ppcars to me that this is ~ l~gal question in 

... ;bich the L.It;yers c~n "nSHEr \-Jith just c.. little bit of 

checking. I ' think the mein concern of Chcrlic's is thct he 

60es not trust )1 MinE[c]s sn~ hE feels th~t if they had ~ny 

cbance \,'h<:..tso(vE:r to clc:im they still he·d some interest in 



the [5c~pul£'s grounc 

flCVjCUSJy lccsecl the 

ta£ed on the f2ct thrt they h2~ 

Esc<pulc ground that 71 I-HncraJs 

wou]~ ccme b~ck in and try ~nd pulJ a con schemE. 

s. '1'. rilan by the nc:mE: of Steve HenoE:rson clso owns some 

unpc:.tclltE.:d clcims in ' thE St~tE; of l-iaine mine cree end the 

Esc <: p u 1 c s f E Itt hat hey; 0 U lob c \d ] 1 i n g torr: Ci k £ .:; 1 c 2. s e 

c:.grE(ffiEnt. Various other c12i~s both patented and unpatented 

ere c:.1so in the arc.:" hcv,l cver the Escc::pulcs feel that the 

cwn~rs would bc willing to ffi~k0 v2.1id l~asE agreements. 

1 ,' 
ICJ • Chc:.r1je Lscepule indicc:.tcd thc:.t he felt the 71 Minerals Ieese 

on the Tee cle-ims hac] expired c.na he feels that there are 

fr 002 bly seve r c?l coi'ilpan ies try ing to . pick up the 'I'DC le2se s 

Co t t his t i In e . '1.' his ITt c a II s t hat S. E . A. s h 0 u I d c h e c k t his 0 u t 

irnrnc6iately and movc ~s quickly as ~ossiblc if we inten~ to 

pick up those cJaims. 

11. Ch2rlie fi~ not know of ~ny JC2SC which is presently cn the 

'Ha~ cJ<:.ims so it c=ppcc·rs these ere still opEn if we \";2nt 

them. 

J2. Cb2r1ie did S2Y ·th<., t the 'HiR rr:il] has been leaSEd to a group 

calIco EnErgy Rescurces Hho c;re rcnov~ting the mill c:nd 

putting it into Or;:cf2tion. 'lhcy h.::v€ SOIne of Ernie 

Escc::[ulE.'s Fox cL::ilTls lcosE'c to the scuthwESt of Uncle SDm 

hill 'where they .::..rc stripping for testing purposEs. 

l~. StE. VE: , Hcnderscn is opefating 2. leeching operc:tion in the 

Ch2, rl Esto n r:1inc ':[Ec. HOYlE.vcr, he:: does not have the 

Ch~rlcston mine itself. His ground docs contain recov0rable 

vc.lucs' in IC20, silv.er, .::..nC: v v nuciurn. 

14. Charlie End Louie Esc2pule have collected lots of data on the 

JI1incs, en tb:: pc::tcntcc:. cl~ims c:t thE' Stote of j·jine &r e2 2no 

eny E:v2luction of thE rr,iner a l potE.ntic:l therE shouJd t.:.k( 
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i n t c ;: ceo u n t c J 1 l h E: U <:. t. c.. \! h j c h t h: y 11 2 \t l e o I J c ( t c U 0 v e r t h ( 

yu.:rs. S0IT1C ot tDC 2f:.SC Y sh( c ts cn u sc:;mpJE lists th': . t they 

sho \', ec ri, (. ir.cicctcc t[;.::t hC n~ jght c;"PE.' ct most cf thE grouno 

tor u n s e \, E r Co lou n C E S 0 f s i 1 v €. r per ton inc:' r e c· 5 0 fob v i 0 U S 

IT:in E: rclization <! ncl it (:ppcarE:'G to IT.E thc:t thcre migh t be ~ 

ccnsicer2ble tonn~g€ perhaps even open pitfble tonnage which 

might run less than ~n ounCE: of silvfr but still ore gr~6c. 

P. 9 2 in, thE- go I c) con t rib uti 0 n 1 nth eSt c tEe fl· ; c inc are c. j s 

not very gre2t. 

I jnvite~ Charli~ ~n6 LouiE to stop by our 

the n ext tim c thE Y 2 rei n t min v.' hie h w i 11 

office in 'Jucson 

probably b(' nExt 

wee k ~nd ~t that time I ~orild hope to h~ve morE specifics on 

~ny potcnticl lc~s€ agr0 e rnents that we might have. At t.his 

point, thcy arc willing to tclk and c:re inter tst e~ in 2 lcc:se 

i.: 9 r l C IT. (: n t \".' 11 i c 1-. eo U I d & (~d tot h E. i r pre S E' n t m j n i n 9 <:. n u 
l ee ching opc r~tion. 

16. ~t c y E h c w~~ mc thrtE Lolor ~Eria l phologr':-Fhs of th(: St&tc of 

M~inc ere2 which h2~ bee n g iv ~ n to thEm by 1 ( nn ~C 0 pErsonn~]. 

'ihcsc c:rc. SOlf:€: cf thE' prints of [lie phot(;gr.:..pby Lh,: t Le. n.:; 

[lew OVE.r the- 2l."Ea for 'It.:'flneco £ 2v (:' [,1 J.,onths <"90. 'lh e 

E:sci!pulcs c. lso bao t .... .'o tlcek C'ne .... ;bite Fllct:(;grt'"phs <:It 2 

lc: rger sC21E \·;hjch they w(?rC? consiocring hc-ving b~lo',,' n up s o 

tl J<:t they coul.d USE: thes,c for tcse J.tC ps. I informED t.he lTt 

thCJt in our explorc.tion proposal for thE" 2[(:2 vie \·;oul~ be· 

fly j n 9 .:: g c:: i n c:c n d 9 c t tin 9 v (. r y goo ceo] 0 r c: to· r i" 1 j: hot 0 9 r .::. j:: h Y 

completing the eetailed tcpcgrzj:hie m2ps and th a t they ~oulo 

b e ~b J E to got copics of tb0SE. for their own purposes. 

17. 'H;c E sc ~. pul.::-'S gC:.V2 mE 2 c0FY of t h f- ir dctc:ilc,c Je.na stetus 

i 'hey hcvC? 1 0<' nc·C= IT.€. 

Lhis m~p 0 n6 I int e nd to lcffi in&tc it 2nd return it tc them. 

" lfJ l:: Y g:i ve·n mc , blccklinc eepy of I-.lh j c. h viC: 

ct:n usc [or oursf.l \i 0 s to copy for our cvm ifiiorn". tion. 'lhcsc 

l.::nc SL.:-t:US r. :q ::; s <..[e t.he test 1;;21='5 In the: cijstriet <:.: nd \.,; il1 



sc:.vc u~ hunc'irccs of hours of tiIT,(? putting together. In 

return for this - I h~~E offerEci to get thF Esc ~ pulc's caries 

of the Coeper c:-· .. rjc:l f,hoto topogrc::phic li,cPS tn.:.·t v.'c nC:VE of 

the St2te of MainE 2r~E. Likewise Eny oth e r dc::te or 

inforil.2tion thet "' .. £ (','n IJc.ss on to them woulC: be grcctly 

cppre:cictcd ",nc ensure our position In 

r.egotiitions \·,' ith the·iI;. 

1 8. 'J.' h c: 'i 1 ~ j j f, C r c, 1 S ITi i 11 sit tin 9 0 nth c Esc c· P u 1 c 9 r 0 U n C i:: t t h ( 

Stote of ~ainE ffiinE, still belongs to 71 Minerc::ls. J-iO\,iE: ve r , 

the L:.rg(' VLts or ttr.ks belong to the Escc:pule:s. /1 LinEL.:ls 

Ohr.S the rest cf the cquirrr;cnl <...nc haS until l.:, pril 1 to 

r<.:rr.ovc it fl.om thE pl.opE:rty. Any of the 71 r-iiner2Js mill 

(quit:iTIEnt rerilcining on thE- property <.:ftEr z...pril 1 bECOTI,C S thE 

pr0t:erty of Ch a rlie .:.nc Lbuie Esccpulc. The ~ill is in very 

s&d Sh~pE. It has been St[i~PE6 out by 71 Minerals to USE . in 

t h ( i r 1 E- <:. c h pIc:: n tat '1 0 fi' b s ton E: <:. n ci c S 0 i n 1 c:: t c: r t 0 U !:: C <:. t 

th('ir 

littlE 

lcoch 

of 

plent ct 

the mill 

c stim~tcs thc:t it 

Cripple: Croak Co]oroco, therefore very 

cctua}ly r c rr;2ins . . 

tc:ke $]25,0[C to 

LOUjE 

put 

Esc i:: pL' ] e 

mi)) b.:cJ: 

into ofJer2ting con(ition. '.the gr5ne1 ing circuit is still in 

IJlECG. ~hi~ is 2 bc:ll mil]. ~he cJrssificr is ~lso still in 

pIc, e c. L. s \.' c- 1 I 2: S t h EO 0 r (' l::: i P. s en d C 0 n ...... L yo r s . tiOI'i( vc' r, the: 

Th " ESC'l:::LJ]CS else pointcC:: 

out t h c. t r.w s t 0 f t. h (' pip c s 112 V (' t C C n rob bEe (] r, a usc c i n t. hE 

othE:'r milJs. ~hc:refore, it looks like to [(furbish this mill 

houl0 be c rr:~;Jor unGcrtr~:jfJg involving over $lL0,C(;L. It 

c. P pc.:. r s too . t. bat the rei s pro b c' b 1 yen 1 y $ 2 G , C C 0 $ 5 (;, , (, r \0 

wOLth of ~~uipmcnt r~mfini~g in the mill. 

] 9. E€C0U~e the I:.se.:::pclcs · erE concc[ncC:; c::bout us gcncr<...tir,g nc· ... ' 

i n t c r ( s tin c h c C sit ret c. r. c: c c. u sin 9 " 1 ~'; inc r c:: 1 s t 0 b '- e () fi , C 

c:g2in intc[cstco in thE oistriec ~no perhaps holding onto or 

r eeL:. i min 9 s orr,(: 0 f t h c: i r F rio r no lui r: 9 s , the E ~ c C' 1::: u 1 c c ~ k 

t h (; t \', E k c t' P t h c s e· n e: 9 c tic:.. tic n !:' co it, P 1 c' t c 1 yeo n f i ('J c n l i <' 1 <: n C! 

th ey ~sr((~ to 60 the s~rnE. 

(jj2-S 
!'JESj s j 0 

P418 



COJl <; 1I1 t:JI1ts in : 

• h :I<;1.: & prcc' ious metals • ur:lIlill-In 

4 500 E. SrL'L'O \\, 3Y, Suite 14 
Tucso n. Arizona 85712 

(602) 795-6097 
• co:!1 • gt:o thL'rl11:l1 • environment 

• r~tc <;L' n ~<; il1g . • color :It: ri:.ll .ph o iogr:IPh y 

• U ])f('I:tt lo n-lJl1 :tgl' pro(csslIlg 

Worldwide !'I1obilization 

JiJlllt', A. I3ri ~l·oe, Prc's ident 
Rc,;i<tl'fe d Pro k ssiuniJl 

l. ':Ok1gis t 

Mr. Charlie Escapule 
State of Maine Mine 
To mbstone, Arizona 

Dear Mr. Escapule, 

Sou tlT\vesfern 
Exploration p;..ssociates, Inc. 

January 26, 1979 

S.E.A. is interested in obtaining a lease on the Escapule ground at the 
State of Maine Mine, Tombstone, Ari zona. The purpose of this project is 
to dis cover min ea ble ore, to earn an in terest in such ore, an d to mine 
and process this ore at a profit for all parties concerned. We envision 
an extensive exploration program, involving drilling, followed by mining 
any proven ore bodies. S.E.A. has a cli ent willing to finance this ex
ploration program based on the recommendations of Jim Briscoe and Ed Spe ~r. 

The following points pertain to this project: 

1. S.E.A. \'JOuld like to make a mlnlng leas e agi'eeme nt for the Escapule 
claims in the TOlilbstone District. 

2. S.E.A. proposes to conduct a complete exploratio~ program consisting of 
surface and subsurface sampling, geologic mapping, and drilling. This 
work will be supervised and conducted by Jim Briscoe and Ed Speer. 

3. The lease agreement can provide for continuation of the current mining 
and milling operation, while the exp loration is being carried out. 

4. The lease agreement will also provide for mining any ore discovered or 
proven by this exploration program, with appropriate compensation to 
the Escapule land owner. 

5. The present mining and milling operations can be given prime consider-
ation for mining and milling ore developed by the exploration program. 

Jim and I are vel~y pleased to have this opportunity to possibly be \'lorkinCl 
again in the Tombstone District, especially with the Escapules. We look 
fOll'lard to seei n9 you a9ai n 

Si ncerely, 
5- · .( . ...... ,.- · ,.1 ' .. ~ "-

._- - ... - --' I 

Ed Speer .l 

viES/s r 
P4l8 
1973 
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Southwestern Exploration Associates 
4500 E. SPEEDWAY, SUITE 14 
TUCSON, ARIZONA 85712 

(602) 795-6097 

( FOR JA~ 

" 

TJrre- O~ ""~me- miNt: 457 - 3~Cl I 

Ci~Rl../c:.::- eSeA~U(e- 457-38(;'5 C.t..-...l'":;..k.cl) 

· ··/! .. •• • I ~ 
-""-/ -,.,,,. ~"'JQf)(n f .... ,'·~ ~j •• 11.'-' . '., f>r.y It~~~II:: .-.oj."" ...... " I" , 111 ., 

DATE: 

~~uu~[ffi . 
IN REFERENCE TO: PliolJe- CAL<.. TO 

CH-M<-t c e5CAPu L€" 

HOW TO USE THIS 

~R f _ 
~ LETTER TO SAVE TIME. 

Type or write your reply in Ihe space below. Then mo il 
the white copy to us and keep Ihe pink co py for you r liles. 
You ' lI save time and ellort . and we' ll have your answer 
much lasler! Thank you. 



Con~u1tan 1s in: 
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• remote sensing • color aerial photography 
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Southwestern 
Exploration Associates, Inc. 

( Richard F. Hewlett 
2602 Monte Verde Way 
Sparks, Ne~ad~ 89431 

January 24, 1979 

4500 E. Speedway. Suite J4 
Tu~on,Arizona85712 

(602) 795-6097, 

James A. Briscoe, President 
Registered Professional 

Geolo,ist 

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

Dear Dick, 

During the fall months of 1978 in or about the first part of November 

you contacted me regarding metallurgical systems or techniques you had 

developed for more efficient heap leaching ores for gold, silver, 

molybdenum, tungsten and possibily other metals. These techniques 

involve your research with various combinations of chemical solvents, 

and your system of induced perculation systems which you term the IPS 

process. By using a combination of IPS and your chemical solvents, 

orders of magnitude increased efficiency in leaching of various types 

of ores can be attained. After our various discussions and your 

presentation to me of a brief outline on the IPS system, I feel that 

these techniques have considerable merit. 

We have discussed on numerous occassions and specifically that par

ticular telephone call dur ing the evening of December . between I in 

Searchlight, Nevada, and you in Reno, Nevada, we have agreed to form a 

subsidiary company to Southwestern Exploration Associates Incorporated 

called S.E.A. Hydromet Incorporated. The objectives of S.E.A. 

Hydromet Incorporated are as follows: 

.:it .. .. ~ : 
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1. To conduct further metallurgical research into your ~cchniques 

regarding IPS and various solvents and techniques for extrac

tion of any and all metal or non-metallic constituents of 

economic value from ores, and to br ing these techniques to 

patent if possible. In ord e r to provide the company with its 

initial operating capital, we will . purchase for cash a 

sufficient amount of the company's stock to cover initial 

incorporation expLnses as well as initial operating overhead. 

2. '{'he 1 icensing and/or sale o f the techniques, ideas, and your 

services as a consultant a ct i ng under the auspices of S.E.A . 

Hydromet Incorporated. 

3. The acquisition and leaching of various tailings and or mine 

dumps whjch may contain economically recoverable constituents, 

amenable to extraction by the IPS and/or your leaching 

techniques or those which might be developed during the course 

of future research. These tailings and mine dumps may be 

located in the various mining dumps of the western united 

States, Canada, Mexico or other mining areas of the world . 

This agreement will cover all such dumps or tailing deposits 

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

Hydromet Incorporated anywhere in t he world. 

It woul d be the specific responsibility of S.E.A. Hydromet 

Incorpor a ted to re s e arch the metallurgical aspects, engin~er, 

and manage the exploitation of such dumps and tailings. It is 

understood, however, that the various other divisions of 

S.E.A . Incoporated, includi ng Exploration Geology, Land 

Research/Mining Law, Literature Research, Drilling Services, 

Drafting and Scientific Illustration, S.E.A. Rental Equipment 
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and S.E.A. Photography, Inc., will yield th~.ir respective 

expertise and manage Lhose aspects of any technical work which 

may fali within their ar~a of responsibility. 

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

stock of S.E.A. Hydromet Incorporated, while Richard F. 

Hewlett will own 49%. Richard F. Hewlett will act as Vice 

President and General Manager and have. responsibility for all 

day-to-day operating details of S.E.A. Hydromet Inc., and 

exercise technical direction of the company. J.A. Briscoe 

will be President and Chief Executlve Officer of S.E.A. 

Hydromet and will have the responsibility for overall business 

management end supervision of the company. 

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

F. Hewlett will be reimbursed from collected. billings 40% of 

his billable consulting rate. The remainder of his consulting 

fees will go to payment of overhead . . 

Careful documentation of all time expended in professional or 

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

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

daily basis using the day timer system which is enforced 

throughout the S.E.A. organi2ation. Expense accounts will be 

kept on standard S.E.A. day timer forms and submitted for 

approval and payment in not more than bi-weekly periods. 

An employment contract detail ing the a.bove will be drawn as 

soon as practicable. 

, , 
I 
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5. In recognition of your research work to date, after reasonable 
provisions have been made for cal i tal needs and current 

opc·ratilig eXp'enses, bonus compensation, if any, shall be paid 

as follows: 
75% Richard F. Hewlett 

25% James A. Eriscce 

The foregoing allocation shall apply until a total of $100,~00 

bonus compensation has been paid. 
compensation shall be ~~ id as tallows: 

49% Richard F. Hewlett 

51% James A. Briscoe 

Thereafter, bonus 

6. All pat <:: nts, licensing rights, EtC. will reside and be the 

prroperty of S.E.A. Hydromet Incroporated. 

7. As s oo n as practicable, you and I shall enter into a share

holders agreement concerning the d i spositiun of capital stock 

in th E event of d ea th, disability, or retirEment. 

les A. Br iscoe 

Approvt:d: 

{2;J,-~6/~ 
Richard F. Hewlett 

, ," 
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Tombstone Epitaph Centennial 
1880-1980 

"No tombstone is complete 
without its epitaph. " 

-Editor John P. C/um, 
in the first Epitaph, May 1 .. 1880 

PRICE: 15 CENTS 
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Consu It ants in: 
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• coal • geothermal • environment 
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pretation-image processing 

Worldwide Mobilization 
James A . Briscoe, Prin~ipal 

Regist ered Professional 
Geologist 

Soutllwestern 
Exploration Associates 

Dwight Lee 
FAMCO 
120 Sylvan Avenue 

September 28, 1978 

Englewood Cliffs, New Jersey 07632 

6'fB3 CaiItiiio PI iiIcipal 

l'UtSOIl, AlizUlId B5715 

New Address: 
4500 E. Speedway, Suite) 4 

Tucson , Arizona 857) 2 
(602) 795-6097 

Ttf7.n~5~ 
e-tvLO'--W /; )k 

HE: Transmittal of Case Histories on Uranium Exploration and 
Development prepared by S.N. Craft, September, 1978 

Dear Dwight, 

Enclosed with this letter is a report on exploration case histories 
prepared by our certified librarian, Susan N. Craft, entitled "Uranium 
Exploration - An Exciting Past and Profitable Future". This is in 
response to your request for data as to why an investment should be 

· made in uranium, and other exploration. Also in preparation by Susan, 
· are similar research papers on exploration case histories for gold, 
· silver, and molybdenum. These will be transmitted to you on their 
completion. 

I am also continuing to work on a specific venture proposal. There 
are a number of very specific reasons why this is a particularly good 
time for mineral exploration, which I will cite and document in the 
proposal. 

• B~+-= regards, 
James A. Briscoe 

JAB/mp 
Enclosure 
1743 




