


a. flD. Melles, 'J\ 
fHmmg Engineer, 

509 Peoples Bank 

DENVER, COLO. M ay iOtn ? lb9b» 

Mr. Fred L. Stephens, —f~y~ 

Dundee, Scot land. — * j 

My dear Sir: 

In compliance with your request by letter and cablegram, 

I have visited Jerome, Arizona, and as thoroughly as possible investi

gated the conditions you name. 

In presenting these conditions most plainly it will be nec

essary for me to recapitulate much of the Jerome Copper company's 

past history, thus leading up to the present status of affairs as 1 

find them. The property of the Jerome Copper Company, which adjoins 

the main group of the United Verde Company on the south,was original

ly taken under bond by Messrs. Mulkey, Dillon et al at a total price 

of $192,500. 

The owners and their respective interests are as iollows. 

G. W. Hull's interest $62,500.00 

W. H. Winingham's interest 62,500.00 

Mrs. Ralph C. Dillon's interest 4i5,/50.00 

James H. Collins' interest 6,250.00 

W. W. Nichols' interest 12,500.00 

Thomas Tryner's interest —5,000.00 
Total $192,500.00 
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Messrs. Mulkey, Dillon, et al, upon se curing bona upon t nese 

properties, stocked the sane for four million of collars par value, 

(four million shares of $1.00 each). This stock is based, as will be 

seen, simply on a bond and not upon any actual ownersnip. fne life 

of this bond was, until August 19th, 1899; the conditions of bond 

were, First, that Mrs. Dillon shall release at any time her $45,750 

interest, receiving in lieu thereof stock of the Jerome Copper Co mpany 

oo t he extent of one million shares, and at same time deed to said 

Company two o ther additional claims, not mentioned in said bond, and 

uvlonging to heiself. The balance of owners to receive amount in tne 

total of $148,750 cash for their interests. 

The bond provided for the payment of this $148,750 as fol

lows: $113,250 payable February 19th, 1899, balance or $35,500 paya

ble August 19th, 1899. 

Recently this arrangement has been changed to tne following 

extent: Option o r bond has been surrendered and actual deeds given to 

the Jerome Copper Q mpany f or the entire holdings, who in return give 

the trwners a mortgage o r mortgages on t he entire property to the ex

tent of the total bond price, this mortgage, it being provided shall 

be operated?against no other holdings of the stockholders save the 

property of the Jerome Copper Company. All other prviousiy existing 

conditions, such as price, time, etc., remaining the same. The ad

vantage of this change is, that as a portion of the life of the Jerome 

Company's privilege has beai wasted, and the total time for develop-



F. L. S. i, 

ment rto that extent shortened,this arrangement might possibly give 

the Jerome Copper Company, should they need it ana cnose to taxe ad
vantage of it ,  a chance to obtain a little additional time on final 

payment, as foreclosure proceedings in this case would have to be in

dulged in, etc, etc., and possibly a period of six months would be 

eomsumed ere original owners could regain their possessions; tms, of 

course, can be very well construed into a somewhat questionable pro

ceeding, and in my opinion is of l ittle value in this respect as it is 

more than possible that after tne actual expiration of time the 

Jerome Copper Company woul d be prohibited from tne operation of tne 

property pending foreclosure proceedings through the securing of an 
% 

injunction by the original ormers, a matter which 111 my opinion it 

would not be difficult for them to acomplish, hence I do not believe 

that this change amounts to much in this respect; moreover, original 

owners could hardly be compelled to accept final payment after the ex

piration of time provided for same. 

The only material improvement or benefit to the Jerome cop

per Company, arising from this change, over that of the original meth

od by bond, in my judgment is that this final condition wipes out all 

possibility of redemption by original owners through penalty clause, 

as made possible in bond. Where such is possible an original owner 

or party giving bond may b e (through valuable discovery by parties 

holding bond and doing development) influenced to attempt to regain 

their holdings. 

Mr. Eben S mith has visited the property and is highly lm-
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pressed with its possibilities; he has arranged with Messrs. Mulkey 

and Dillon as follows: To proceed with the patenting of the entire 

group.?, as a first step. His arrangement witn them, by tne way, 

seems to me a very loose one, he does not agree possitively to ao any 

thing, and has, according to the written agreement existing between 

them, until sixty days after final proof is made in tne process of 

patenting to fully decide and to commence operations. It will take 

two and one-half months until final proof can be made, making a total 

of four and one-half months of time he can consume if so disposed. 

Surveys for patents were completed the day 1 left. 

Mr. Smith is at present in New Yo rk or Boston endeavoring to 

make some arrangements regarding this proposition. Messrs. Mulkey 

and Dillon say that Moffat is interested with him, ana that nis name 

appears in the agreement. It would seem that the $25,000 or $i5u,000 

needed for development might easily be supplied by Moffa t and Smith 

individually, but as that expenditure is the only risk they probably 

have decided to allow, if possible, some of their associates in the 

East to assume it.  

I further find that Messrs Mulkey and Dillon have taken a 

bond for one year upon agroup of five claims owned by G. W, Hull ana 

covering what is known as the "Blow ou t Spring", said bond calls for a 

purchase price of $25,000 and provides for thirty single nana snifts 

ef work each month during its life. one of the claims of this prop

erty is said to possess some considerable merit. The m atter of a 
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bond upon this group I regard favorably, owing chiefly to the exist

ence of this spring, which flows a large volume of water, and as tne 

water facilities of the Jerome Copper company a re somewhat limited, 

should the property develop the magnitude and value hoped for it,  the 

functions to be performed by this spring will be invaluable, even 

though the plant should be placed upon the river. 

I further find that Messrs. Mulkey and Dillon, after taking 

some steps in arranging for bond upon another group of claims owned 

by Mr. Hull, and adjoining the Jerome Copper Company's property on 

the west, have abandoned further procedure in this matter. Tnis step 

was being taken for the purpose of obtaining the fractional claim, 

"Etlreka E xtension", a piece of ground which lies within the mineral 

zone and might possibly prove valuable. The bond price upon this 

group of claims was to have been $175,000, which, in my estimation, 

is ten times what it  is worth. This group of claims is patented and 

Mr. Hull has it incorporated in a stock Company, and insisted upon 

giving the option upon the stock alone, whereupon M essrs. Mulkey an d 

Dillon abandoned the proposition altogether, which, in my o pinion, was 

excellent judgment. 

As regards the matter of titles to tne Jerome copper com

pany' s property, of which you are a stockholder under the bond h-ld 

by Messrs. Mulkey, Dillon, et al, it,  as you will understand, involves 

a legal proceeding to determine whether or not any clouds appear upon 

the title as of record. I asked for an abstract oi this property 

brought down to date, but Messrs. Mulkey and Dillon did not have such 
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in their possession. Could 1 have availed myself of this, 1 could 

have through my own observations of i t  determined somewhat satisfac

torily as to whether any infringements appeared upon the records of 

the County, but as 1 had no authority from you for obtaining such my

self, and of having the same examined by a lawyer ,  you understanding 

of course that such a proceeding would have involved some considerable 

extra time and expense, I satisfied myself as best 1 could, through 

rigid interrogations, of both Messrs Mulkey and Dillon, also others. 

So far as I could determine nothing whatever is manifest at the pres

ent time of an antagonistic nature, and if during process of patent 

these claims go to final proof without antagonism or adverse it is 

pretty evident that the title is good in all respects. 

You failed to enclose in your letter to me the letter re

ceived from Mr. Mulkey, and which you referred to as being enclosed. 

Mr. Mulkey told me, while at Jerome, of having written you this let

ter and gave me a synopsis of its contents. It referred I presume 

mainly to the obtaining of Hull's patented group, embracing the "eu

reka Extension". My f orgoing remarks regarding this matter explains 

this without further comment. 

Wierein the arrangement made with Messrs. Moffat and Smith 

by Messrs. Mulkey and Dillon is of rather an India rubber natxire and 

privileges the first named parties to consume much valuable time with 

no guarantee that they will assume the undertaking at the end, yet I 

do not believe that there is much to be feared from this condition of 
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affairs. They are practical mining men an d not promoters in any 

sense. I do not believe they will take any active steps until these 

patent proceedings have reached a point establishing a thorough title 

to the property and placing it beyond very much possibility of antag

onism; and should the property undergo the operation withotit adverse 

it is my opinion that they will assume the undertaking of its de\'elop-

ment. This point, however, as I have hereinbefore stated, will not 

be reached until about two and one-half months from the present time, 

until tahich time I do not believe they will move in the matter. I can 

not but regard this as good judgment on their part and on the part of 

all concerned. Any display toward development would naturally at

tract attention and might precipitate antagonism that otherwise would 

not occur. 

W\en you presented the matter to me at Prescott of having 

taken an additional interest, I inferred in seme manner that it was 

understood that the money thus obtained was to be used in the purchase 

of the plant and the placing of it upon the ground, and knowing that 

such had not been done I have been somewhat in the dark as to an ex

cuse until this examination. It is unquestionably that money which 

is now being used to perfect the titles to the property, and upon the 

whole it is perhaps better judgment to use it for that purpose than 

vhat of purchasing the plant. It was Mr. Smith's suggestion ai d it  

was the one condition under which he would interest himself in the af

fair was that the titles should first be perfected, and as I have said 
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before, this being satisfactorily done, I  believe he will assume the 

purchase of the plant. 

They are now pushing the property to patent with all  possi-

b le ha s te. 

I  have just returned from the office of the Mine Supply Com

pany, owned mainly by Mr. Smith, and find that he is stil l  in the 

East.  "While in Jerome I sew some correspondence from Mr. Smith to 

Messrs Mulkey and Dillon relative to the matter,  the tenor of which 

inclines me to believe that he is acting in the matter with sincerity 

and vigor, 

Yours very 
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