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PROP~RTY: 

hlbl8HY: 

~R~LIMIN~RY IN~U~MHIIUN UN bILV~R ~UHRIZ-~LUX MINE 

5 PRI~NI~D MIN1NG CLAIMS 
~ ~Al~NiLD MILL SI~~b 
~3 UNPH1~NIED MiNING CLRIMS 

~~rW~~N 1~1~ kNU l~bb, ~01,0b~ lWNS Ur UR~ W~H~ ~HQDUC~D 
Hi HN AV~H~bE GRHD~ OF b.~1 upr Hb, AND .0~2 OPT Au. 

RES~HV~ PO~~Nrl~L: 

~SllMHT~u 1U H~ HS MULH H~ ~ MILLION TO 10 MILLIUN TUNS 
U~ V~lN IN VICINIIY UF ~XlbTING WORKINGS. 

CUHR~NT u~~HATIONb: 

~CUNUMICb: 

~R~S~NiLY MINING b00-B00 lUNS ~tR ~~~K wIl'H AN AV~RHG~ 
bRADE U~ 1.3 OPT AG AND .025 opr Au. 

bAbiS-- 2000fONb/WK. 

PRYRULL 
LUNbUMAHL~S 

UTLLITl~ci 

G&H 
H&M 
ROYALlY 
~R~lbrlr 

CUS1S 

TOTHL 

INLUM~ 

(.~ul/'UN X $b.~0 X .15 
~LUX ~AYM~NI 

rUTAL 

S/lON 
~.00 

1.00 
1.00 
1.00 
2.~0 

11.00 

29.75 

34.49 
18.00 

5~.49 

22.74 

W~EKLY N~r = $4~480 OR IN ~XC~SS OF $2,~00,000 ANNUALLY. 
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CUNCLUbIDNS: 
lrl~ ~RU~~RIY IS HI\! Arl~ACllV~ INV~SrM~Nf ~OH ~OLLOWING 
Rt~RSUl\lb ~ 

L 1 I IS 1-.\ f.-'RUDUL I Nt;, I'Ll 1\11:: •• 

2. AT ~0~ - 400 lGNd ~~R uRY IT SrlUULD PROVIDE ~UTUR~ 
LUNG l~HM INLUM~. 

,-, . fH~ b~ULUGlcAL POI~NilHL U~ lH~ U~PUblr IS LARG~LY 
UN1~SrE0 H~U HPPEHRS TO 8~ V~RY LAHG~. 

CUNTACT: NU-bOlO 
kUNHLU ~. HbHLHU~ i 
e;:~i:::·-'::'.:) 18 
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TO: 

FROM: 

DATE: 

SUBJ ECT: 

M E M 0 

A.F. Budge, R.R. Short, C.A. O'Brien, D.H. Allen 

Don C. White 

November 18, 1988 

Ash Peak argentiferous silica flux mine visit. 

I visited the Ash Peak Mine Nov. 14th with Ron Short and Dale Allen. We 
met with Les Billingsley, the project manager, and Wes Becker, the lessee and 
operator's representative. Our visit included a surface and underground tour, 
description of their present operations and one to two year development plans, 
some discussion of mining costs, freight, smelter contracts, and geology. 

The purpose of the visit was to evaluate the merits of Budge's contributing 
capital toward further development and production rate increases in return for 
equity in the operation. 

Ron and Dale can better speak for the engineering, managerial, and metallurgical 
merits of the project. Let me convey my observations of the geology. 

First, it is a vein deposit. It is probably Tertiary, volcanic hosted 
(andesitic wall rocks observed) and epigenetic. The veins, for there are three 
parallel veins now know, are steeply dipping (about 80 0 to the SW) arcuate, 
and pinch and swell both along strike and down dip. 

The veins are mainly chalcedonic quartz (excellent silica flux) with some 
calcite (3-6% CaO), minor sulfides and gold, and the key ore-forming mineral, 
argentite. Alumina and iron content is low and apparently no problem to the 
smelter {except when aluminous wall rock is included in shipping ore}. There 
are no known trace element contaminants to thwart flux sales (such as Hg, As, Fl, 
C1 ). 

Silver varies from less than 2 oz/t to in excess of 40 oz/t. Shipments of 
late have averaged 6 to 7 oz/t from the 350 level up where stoping is now taking 
place. The vein being eyed for development between the 600 and 500 levels near 
t~e Shamrock shaft is about 30 ft. thick and supposedly contains 6-10 oz/t Ag. 

The reserves Ash Peak Flux Mines has reasonably assured in upper level workings 
close to the Shamrock shaft are about 200,000 short tons at about 7. oz/t Ag. 
The various large reserve figures mentioned beyond that (oral and written report 
quotes of 1-10 million tons at various grades) and the speculation of "better 
grades at depth" are just that, only speculation. Tonnages at depths greater 
than the 600 level of the Shamrock shaft area have not been drilled and live 
been shown no documentation of vein thicknesses or assays there. Thus they 
fall in the Ipossib1e" reserve category at best, and that only near the 600 level. 
Anything from about the 650 level on would be "inferred" only. 

Those areas with exploration potential within the Ash Peak property are 
extensive. A drilling program could be conceived to test areas of multi-million 
ton potential. The likelihood would be both a surface and underground diamond 
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coring program. The target would be 1-5 million tons of 5 oz/t or better 
argentiferous silica flux. 

Four copper smelters lie within a 100-mile radius of Ash Peak. Existing 
contracts with Chino and Hidalgo call for reimbursement of freight (about $13/s.t.) 
and flux payment, all categorized as silica payment of $16/s.t. (Chino) or 
$18/s.t. (Hidalgo) and payment for 75% of the gross silver content. There is 
no gold payment for the average .025 oz/t gold content. 

I recomment that Carole work through the numbers to compute whether there is 
any financial opportunity in the possible reserves. If Ronls concerns about 
engineering and the legitamacy of the mining costs can be appeased, then I 
believe the geology is worth a hard look. 

Right now I have the fundamental data in hand. Wes Becker has sent smelter 
contracts and sample settlement sheets, P.O. drilling and assy data (from P.O. IS 
1980-83 mining and exploration period) and historical data. Stephen Quin of 
Southern Gold in Vancouver has sent the Canamin plans, longitudinal and cross 
sections, and geologic reports. If and when it is determined to pursue this 
opportunity I will relish the chance to compile the available data and formulate 
an exploration plan with prediction of costs and what may be found. 

DW:sk 
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ARIZONA FLUX MINES, INC. 
ESTIMATE OF OPERATING COSTS 

MINE PAYROLL EXPENSE 
INCLUDING CRUSHING 

CREW NEEDED TO PRODUCE 1,500 TO 2,000 TONS/WEEK: 

12 MINERS @ $10.00/HR. 
2 SHIFT BOSSES @ $12.00/HR. 
2 HOISTMEN @ $10.00/HR. 
2 CRUSHERMEN @ $8.00/HR. 
1 MAINTENANCEMAN @ $15.00/HR. 
SUPERINTENDENT (WEEKLY) 

PAYROLL TAXES (15%) 
TOTAL MAXIMUM WEEKLY PAYROLL 

4,800 
960 
800 
640 
600 
800 

$8,600 
1,290 

$9,890 

ROUNDED TO $10.000 PER WEEK 

UNDERGROUND 

STEEL, BITS AND MACHINE REPAIR PARTS 

BASED ON: 10,000 TONS/MONTH 
30 HOLES OR 60 TONS PER BIT 
200 HOLES PE~ STEEL 

STEEL 
BITS 
PARTS 
MISCELLANEOUS 

TOTAL 

$2,500 PER MONTH 
1,800 
2,000 

500 

$6,800 PER MONTH, OR $1,569/WEEK 
ROUNDED TO 



POWDER, FUSES AND PRIMERS 

BASED ON TWO TONS PER HOLE. 
PRIMERS $1.50 EA INCL. FUSE FOR EACH HOLE 
GELMAX (DETENATOR) $1.15 FOR EACH HOLE 
CARBONITE (EXPLOSIVE)$ .44 FOR EACH HOLE 

$3.09 PER HOLE, OR $1.55 PER TON 

DRIFITNG USES MORE POWDER PER TON SO WE ARE USING $1.65/TON 
COMBINED STOPING AND DRIFTING. 

1,500 TONS @ $1.65 = $2,475 
2,000 TONS @ $1.65 = $3,300 

USING $3.000/WEEK AVERAGE 

UTILITIES AND FUEL 

ELECTRIC (ESTIMATE) 
FUEL 

$6,000 PER MONTH 
500 

$6,500 PER MONTH 

$1.500 PER WEEK 

GENERAL AND ADMINISTRATIVE 
INCLUDING ASSAYS AND PROFESSIONAL 

PAYROLL: 
BECKER 
LOIS 
OTHER 

PAYROLL TAX 
ASSAYS 

$460 PER WEEKK 
100 
100 
100 

ENGINEERING (RICHARD) 
TELEPHONE 

100 
250 

70 
30 
50 

OFFICE SUPPLIES 
PROMOTION 
TRAVEL 
INSURANCE 
INTEREST 

150 
150 

$1,560 ROUNDED TO 

$1.500 PER WEEK 
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SURFACE 

PARTS, REPAIRS, MISCELLANEOUS, CRUSHERS, SCREENS & HOIST: 

BAR-MAC WEAR PARTS @ .30/TON $500 
JAWS, SCREENS, BEARINGS, BELTS (EST.) 900 

$1,400 ' 

$1.400 PER WEEK 

ROYALTIES 

APPROXIMATELY $2.50 PER TON WITH HIGHER VALUES. 

1,500 TONS = 
2,000 TONS = 

$3,750 
$5,000* 

*We have an accumulated excess of m~n~mums paid to use up 
before anything above the present minimum of $6,250 has to 
be paid. 
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PROJECTED INCOME WITH FULL PRODUCTION 

Assume 5 oz. Ag @ $6.50 
@ 75% 
Plus Fixed 

($32.50) 
24.37 
18.00 

$42.37 Rounded to $40.00/Ton 

1,500 TONS PER WEEK: 
1,500 TONS PER WEEK @ $40.00 
LESS FREIGHT AT $11 

GROSS AFTER FREIGHT 

LESS OPERATING EXPENSE 
AND ROYALTIES IF APPLICABLE 

NET 

2,000 TONS PER WEEK: 
2,000 TONS PER WEEK @ $40.00 
LESS FREIGHT AT $11 

GROSS AFTER FREIGHT 

LESS OPERATING EXPENSE 
AND ROYALTIES IF APPLICABLE 

NET 

20,000 
3,750 

20,000 
5,000 

$60,000 
16,500. 

$43,500 

23,750 

$12..750 

$80,000 
22,000 

$58,000 

25,000 

$33,000 
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TIME SCHEDULE FOR PRODUCTION 

2/22-26/88 2 Shifts drifting 
2/29-3/4 2 Shifts drifitng 
3/7-11 2 Shifts drifting (@ 150' ) 
3/14-18 2 Shifts drifting 
3/21-25 2 Shifts drifting (@ 300' ) 
3/28-4/1 preparing 2 stopes & inst. haulage 
4/4-8 preparing 2 stopes & inst. haulage 
4/11-1~ Shrinking 2 stopes & addit drifting 
4/18-22 Shrinking 2 stopes & addit drifting 
4/25-29 Shrinking 2 stopes & addit drifting 
5/2-6 Shrinking 2 stopes & addit drifting 
5/9-13 Shrinking 2 stopes & addit drifting 
5/16-20 Shrinking 2 stopes & addit drifting 
5/23-27 Shrinking 2 stopes & addit drifting 
5/30-6/3 Both stopes shrunk & 300' addit drift 
6/6-6/10 Catch up week 
6/13- Start 2 new stopes and drift 

ADDITIONAL EQUIPMENT REQUIRED 

APPROXIMATELY 4/1/88---TROLLYS 
CARS 

ESTIMATED COST $25,000 

MUCKING MACHINE 
TRACK 

MAY 15, 1988--BALANCE DUE ON MAR-MAC--$31,000 

EST. EST. 
WEEKLY WEEKLY 
EXPENSE TONNAGE 
$8,000 , 200 
-9,000 500 
9,000, 500 
9,000 500 
9,000 500 
9,000 500 

10,000 500 
12,000 500 
15,000 1,500 
20,000 1,500 
20,000 1,500 
20,000 1,500 
20,000 1,500 
20,000 1,500 
20,000 1,500 
20,000 1,500 
20,000 2,000 



PHELPS DODGE CORPORATION 

2600 NORTH CENTRAL AVENUE 

PHOENIX, AI 85004 

PHELPS DODGE CORPORATION 
RAW MATERIALS DIRECTOR, D. K. FARQUHAR 

WESTERN CPERATI ONS, c/o MORE~ I BRH-lCH 

MORENC I, ARI ZO~ 85540 

PURCHASE CONTRACT DATE _____ _ 

SHIPPER Arizona Flux Mines, Inc. 

ADDRESS P. O. Box 26106 Tucson, Arl zona 85126 

MATERIAL 

DELIVERY 

PAYMENT 

CHARGES 

TERMS 

QUANTITY 

SIlIceous Fluxing Ore 

F.O.B. Chino Mines Company smelter. Truck haulage Is acceptable within smelter 

determIned quantItIes. 

SECTION - E CON 0 M I C 

Payment for payab Ie sliver content to be made wi th I n 30 days after the date of 

the exchange of assays. In the case of the shipper nat submitting an assay 

receipt, the Chino Mines Company assay results wll I be used for the settlement. 

I f a sample Is sent to an Umpire, settlement will be delayed until after 

receipt of the Umpire results. 

Ore: 

Silver: 

Pay $16.00 per dry standard ton tor sIzed (ml nus 1/4") t lux two weeks 

fo Ilowl ng rece Ipt of materl al • 

Deduct 25% ot the sliver content, and pay tor 100% of the balance at 
the weekly average Handy & Harmon quotation In Metals Week for the 

week ending Friday In which the shipment Is received. 

SilIca: Ore less than 75% SI02 will be charged at $1.00 per unit (1 
percentage poInt,. 1 unIt· 20 Ibs.) fractions In proportion. 

Alumina: Above 6 %, charge excess at $1.00 per unIt, fractIons In 

proport Ion. 

EconomIc - At any time ChIno MInes Company net cost per ton flux exceeds $6.80 

before penalty deductions, based on 90% recovery of precIous metals 

and example calculation described In appendix A, based on a mInimum 

lot of 200 tons, then thIs excess amount shall be deducted from the 

next future sh Ipments. 

Above purchase terms are Subject to the following non-economic section of this 

contract. 

SEC T ION I I - NON - E CON 0 M I C 

Agreement wi II be In force from 'Effective Date' until tennlnated by Chino 

MI nes Company. Tennl nation wi II requl re th Irty (30) days written nat Ice to the 

Shipper by Chino Mines Company. All tenns of this Contract are subject to 

review and re-negotlatlon. 

Basic weight units will be troy ounces, avoirdupois pounds and short dry tons. 

The word "unit" will mean "1 percentage point <1.0$)", or 20 pounds. 

The Shipper wi II be advised by Chino Mines Company on a monthly basis as to the 

quantity and lot size. Delivery to be within the contracted calendar month. 

This contract Is for 750 tons, but may be Increased by mutual agreement between 

Chino Mines Company and Arizona Flux Mines, Inc. 
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WEIGHING, SAMPLING & ASSAYING 

WITHHOLDING 

Weighing, sampling, moisture determination and assaying will be conducted In 

accordance with standard practices at the Smelter after receipt of material. 
The Shipper shall have the right to be present, or have his representative 
present, at the we I gh I ng and samp II ng proced ures. 

If the Shipper so desires, and notifies the Chino Mines Company, prior to the 

receipt of the siliceous material, then he shall have the right to assay or 

cause to be assayed by a reputable and qualified assayer his quarter of the 

sample of his shipment. The Shipper, on receipt of his assay certificate, 

shall present same to the Chief Accountant of the Branch or his representative, 
who shall then present at that time the Smelter's assay cart If Icate for 
comparison. If the variation between the two certificates do not exceed the 
following splitting limits: 

Copper = 0.15% 

Silver 

Gold 

Lead 

Zinc • 
Arsenic .. 

Antimony • 
Bismuth .. 

F luorl ne .. 
Chlorine .. 

0.150z/ton 

0.010 oz/ton 

0.05% 

0.2% 
0.4% 
0.4% 

0.1% 
0.005% 

0.01% 

then the settlement will be established on the average between the respective 

assays. In the case of the variation exceeding the splitting limits, a mutual­

ly acceptable Umpire shall be chosen from the following assayers: 

Mountain States Research & Development, Tucson 

Metallurgical Labs, San Francisco 

American Analytical, Tucson 
Skyline Labs, Tucson 

The Umpire's assay result shall be final, providing It Is not higher than the 
highest result or lower than the lowest result of the Shipper and Smelter assay 

certificates. Settlement shall be based on the assay nearest to the Umpire's. 

Cost of the Umpire analysis shall be borne by the party whose assay result Is 

the furthest from the Umpire's. 

If any third party should make claim to any of the siliceous material or the 

purchase price for the same, payment may be withheld for aforesaid material 

until such time as the dispute has been resolved by: 

a) Arbitration pursuant to the provisions of SS 12-1501 et seq., Arizona 

Rev I sed Statues, 

or, 

b) Mutual agreement among the parties by which the claims of all contest­

Ing parties are resolved and the Chino Mines Company, Is released from 

any and all II ab III ty I n connect Ion wi th the purch ase of and payment 

for said siliceous material. 



WARRANTIES 

FORCE MAJEURE 

Accepted: 
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The Shipper warrants that It has the right to mine and ship slJ Iceous material 

to the Chino Mines Company, hereunder, and that It wi II have good title to all 
Siliceous material delivered to the Chino Mines Compeny, end the Shipper agrees 

to Indemnify and hold the Chino Mines Company, from eny and ell claims, de­

mands, obligations and liabilIties of any kl nd whatsoever that may be asserted 

against the Chino Mines Company, for or on eccount of siliceous material deli­

vered hereunder, or the purch ase thereof. 

Either party herto shal I be excused from performance during any period such 

performance Is prevented by governmental action, war, fire, flood or other 
force majeure cause beyond the control of such perty, or by strike, lockout, or 

failure of transportation facilities, and the Chino Mines Company, shall not be 
required to order, accept or receive eny siliceous material hereunder during 

eny period when the aperetlons of the Chino Mines Company, ere suspended or 

curtailed on account of any such cause. 

Payment for siliceous material sempled during a period when force majeure has 
been declered shal I be extended by a period of time equivalent to the number of 

days which force majeure was In effect. 

CH INO I4INES COMPANY 

by C ~7t.<e-4-
C. K. Vance 

Title Manager, Chino Mines Company 

Date 7-1- rz 

ARIZONA FLUX MINES, INC. 

by 

(Authorized Rep. For Shipper) 

Date __ ~~~~~~~~ __________________ ___ 
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.Example CalculatIons 

Assumpt Ions ; 
5 lIver 
511 ver 
Gold 
Gold 
Silica 
AI 203 

3.0 oz/ton 
$5.50 per oz 
0.015 oz/ton 
$400 per oz 
74% S 102 
4% 

APPENDiX A 

i. Calculation of payments per ton due Ash Peak Mines; 

Payments Penalties Net 
Ore $16.00 $16.00 
Silver $12.375 $12.375 
SI02 <1.00> <$ 1 .00> 
AI 203 0 

Total $28.375 <$ 1.00> $27.375 

Notes 

3 oz/ton x 0.75 x $5.50 
(75%-74%) x $1.00/ton 
within specification 

II. Calculation of Net flux profit <cost> - excluding penalties: 

Q-e; 
S II ver : 
Gold: 

Totals 

Costs/ton = <28.375> 
Credits/ton = 20.25 

Costs --
<$ 16.00> 
<$ 1 2. 375> 

<$28.375> 

Net cost/ton = <$8.125> 
Allowed net costs/ton = <$6.80> 

Smelter Credits Notes 

$14.850 cred It .. 
$ 5.40 credl t • 

$20.25 

A.ount reduction on future shlp .. nt = ($8.125 - 6.80) x tons 
$1.325 x tons 

3.0 x 0.9 x $5.50 
0.015 x 0.9 x $400 



PHELPS DODGE CORPORATION 

2600 NORTH CENTRAL AVENUE 
PHELPS DODGE CORPORATI ON 

RAW MATERIALS DIRECTOR, D. K. FARQUHAR 

WESTE~ OPERATIONS, c/o ~RENCI BRA'lCH PHOENIX, AZ 85004 

~RENC I, ARI ZO~ 85540 

PLRa-tASE CONTRACT DATE October 12, 1986 

SHIPPER Arizona Flux Mines, Inc. 

ADORESS P. O. Box 26706 Tucson, Arlzonl! 85726 

MATERIAL 

DEL IVERY 

PAYMENT 

CHARGES 

QUANTITY 

Siliceous Fluxing Ore 

F.O.B.Tyrone-Hldl!lgo smelter, Phelps Dodge Corporc'!ltlon In drop bottom cars S.P. 

SerIes 464 thru 467 or eQulvZllent. Truck hl!!Ull!ge Is I!cceptl!ble wIthIn smelter 

d eterm I na:l Quant I tIes. 

SEC T ION ECONOM I C 

Payment to be made wIthIn 30 days Zlfter the date of the exchange of assl!!ys. In 

th~ case of the shIpper not submIttIng an assay receIpt, the Phelps Dodge assl!!y 
results will be used for the settlement. If a sl!!mple Is sent to an Umpire, 

settlement will be delayed until after receIpt of the UmpIre results. 

Sliver: Deduct 25% of the sliver content, and pay for loae of the balance ZIt 

the weekly averl!!Qe Handy & HZlrmon QLOtatlon In Metals ~ for the 

week endIng FrIday In whIch the shIpment Is receIved. 

Ore less thl!n 7'" SI02 will be chl!rged ZIt SI.OO per unIt (I 

percentage pol nt • 1 un It • 20 I bs.) frect Ions In proport Ion. 

AlumlnZl: AbCNe __ 6 __ --:%, chl!rge 8(cess at SI.00 per unIt, fractIons In 

proport Ion. 

AbCNe purchase terms are subject to the followl~ non-econanlc sectIon of thIs, 

contrZlct • 

SECTION II NON - E CON 0 M I C 

Agresnent wll I be I n force fran 'Effect Ive Date' unt" term I nata:l by Phel ps 

Dodge CorporatIon. TermInatIon wIll requIre thIrty (30) days written not Ice to 

the ShIpper by Phelps Dodge. All terms of this Contract lire subject to rENlew 

II nd re-negot I at Ion. 

Basic weIght unIts will be troy ounces, avoIrdupoIs pounds and short dry tons. 

The word "unit" wIll mean "I percentege point (1.0%)", or 20 pounds. 

The ShIpper will be i!!dvlsed by Phelps Dodge on a Il'Onthly basis as to the 

Quanltltyand lot sIze. DelIvery to be wIthIn the contracted calendar Il'Onth. 

Th Is contract Is for (see addendum) tons/month. 
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WEIGHING, SAMPLING & ASSAYING 

WITHHOLDING 

Weighing, ssnpllng, moisture determination and assaying will be conducted In 
accordance with standard pract Ices at the Smelter after receipt of materl al. 

The Shipper shall have the right to be present, or hi!IYe his representative 

present, at the weighing and ssnpllng procedures. 

If the Shipper so desires, and notifies the Tyrone-Hidalgo branch, Phelps 
Dodge Corporation, prior to the receipt of the siliceous material, then he 
shal I hi!IYe the right to assay or cause to be assayed by a repute!> Ie and 

qualified as sayer his . quarter of the ssnple of his shipment. The Shipper, on 

receipt of his asstly cert If Ictlte, shall present ssne to the Ch let Accounhnt of 

the Branch or his representative, who shall then present at that time the 
Smelter's assay certificate for canparlson. If the variation between the two 

certificates do not exceed the following splitting limits : 

Copper 

Sliver 

Gold 

Lead 

Zinc 

Arsenic = 
Ant Imony = 
BI smuth 

F I uorl ne .. 
Chlorl ne .. 

0.15% 
0.15 ozlton 
0.010 ozlton 

0.0'" 
0.2% 
0.4% 
0.4% 
0.1% 
O.OO~ 

0.01% 

then the settlement will be establl shed on the average between the respect Ive 

assays. In the case of the variation exceeding the splitting limits, a 

mutually acceptable Umpire shall be chosen fran the following asseyers: 

Mountain States Research & Development, Tucson 
Metallurgical Labs, San Francisco 

American Anal yt Ical , Tucson 

Skyline Labs, Tucson 

Nort h Amerl ca n Assay, Tempe 

The Umpire's tlssay result shall be final, providing It Is not higher than the 

highest result or lower than the lowest result of the Shipper and Smelter assay 

certificates. Settlement shall be b8sed on the assay nearest to the Umpire's. 

Cost of the Umpire analysis shall be borne by the. party whose assay result Is 

the furthest fran the Umpire's. 

If Ilny third Pllrty should make clllim to any of the siliceous materllli or the 
purchase pr Ice for the ssne, payment may be wlthhel d for Ilforesllid materllli 

until such time liS the dispute hilS been resolved by: 

II) Arbltrlltlon pursuant to the provisions of SS 12-1501 et seQ., Arizona 

Rev I sed st atues, 

or, 

b) Mutual agreement snong the pllrtles by which the clllims of 1111 

contesting pllrtles are resolved lind the Tyrone-Hldlligo Branch, 

Phelps Dodge Corporlltlon Is released fran any and lilt IIllblllty In 

connection with the purchase of and payment for said siliceous 

materl al • 



WARRANTI ES 

FORCE t-lAJEURE 

Accepted : 

- Page 3 -

The Shipper warrants that It has the right to mine and ship slllceQJs material 

to the Tyrone-Hidalgo Branch, Phelps Dodge Corporation, hereunder, end that It 
will heve good title to all siliceous meterlal delivered to the Tyrone-Hldelgo 
Branch, Phelps Dodge Corporation, end the Shipper agrees to Indemnify end hold 

the Tyrone-Hidalgo Branch, Phelps Dodge Corporetlon, fran eny end ell clelms, 

demands, obligations and liabilities of any kind whatsoever that may be 

asserted against the Tyrone-Hidalgo Brench, Phelps Dodge Corporation, for or 
on account of siliceous materiel delivered hereunder, or the pLrchase thereof. 

Either party herto shal I be excused fran performance dur I rg any period such 

performance Is prevented by governmental action, war, fire, flood or other 

force majeure cause beyond the control of such perty, or by strike, lockout, or 
failure of transportation faCilities, and the Tyrone-Hidalgo Branch, Phelps 
Dodge Corporat Ion, shal I not be req ul red to order, accept or rece Ive any 
siliceous material hereunder during any period when the operations of the 

Tyrone- Hidalgo Branch, Phelps Dod9El Corporation are suspended or curtailed on 

account of any such ceuse. 

Payment for siliceous meterlsl sempled durlrg e period when force majeure hes 

been declered shell be extended by a period of time equivalent to the number of 

days which force majeure was In effect. 

PHElPS DODGE OORPORATION 

by 

Title Raw Materiels Western Operet Ions 

ARI ZONA FLUX MI NES, INC. 

by 

Title Pres Ident and Generel Menager 

0". /0;At-



Section I. Economic provisions 

Letter of Adde nd um 

tor 

Arizona Flux Mines, Inc. 

Siliceous F I uxl ng Contract 

Dated: October 12, 1986 

a. Payment: In addition to the contract terms, the sized (1/4 - 3/4 I nett corwerter fl ux and 

ml nus 10 mesh fl ux) wi I I be pa Id for at the rate of $18.00 per dry standard ton 

two weeks fo I lowl ng race Ipt of mater I al • 

b. Charges: (minus 10 mesh flux only) For each percent abCNe 10% which does not pass a 

Tyler 10 mesh screen, ·a charge of $1.00 per unit, fractions In proportion, will 

be made. 

Any time Phel ps Dodge net cost per ton for fl ux ED<ceeds $8.80 before penalty 

deductions, based on 90% racCNery of precious metals and ED<ample calculation, 

based on a minimum lat of 200 tons, then this excess amount shall be deductoo 

fran the nED<t future shipments. 

Example Calculations 

Assumpt Ions: 
Silver = 3.0 oz/ton 
S II ver $5.50 per oz 

Gold 0.015 oz/ton 
Gol d $400 per oz 

Silica 74% SI02 
AI 203 4% 

-10 mesh = 95% 

I. Cal cu I at Ion of payment s per ton due Ash Peak MI nes: 

payments Pana It I es Net Nates 

Ore $18.00 $18.00 

5 II ver $12.375 $12.375 3 oz/ton x 0.75 x $5.50 

51°2 < 1.00> <$1.00> (7~-74%) x $1.00/ton 

AI 203 0 within specification 

-10 mesh 0 with Ins pecl f lcat Ion 

Tatal $30.375 <$1.00> $29.375 

II. Calculation of Net flux prof I t <cost> - ecc I ud I ng penalties: 

Costs 
Ore: <$18.00> 

Silver: <$12.375> 

Gold: 

Tatal s <$30.375> 

Costs/ton = <30.375> 

cred Its/ton = 20.25 
Net cost/ton = <$10.125> 

Allowed net costs/ton = <$8.80> 

Smelter Credits Nates 

$14.850 croolt • 

$ 5.40 credit • 

$20.25 

___ r .. uctlon on tutl ... shl~nt = ($10.125 - 8.80) x tons 

$1.325 x tons 

3.0 x 0.9 x $5.50 

0.015 x 0.9 x $400 



Section I I. Non-Economic Provisions 

1. Quant Ity 

a. Converter flux (sized 3/4" - 1/4") to be delivered at the rate of 1500 tons per 

month. 

b. MI nus 10 mesh flux to be delivered at the rate of 1500 tons per month. 

Accepted : 

Sh lpper: 

by A -t -::-' 
x ~~es, Inc. 

/ L----__ 

Accepted : 

:·'''dKZ~ 
Tltl~A~ . ~ 
Date ~ ..ad ,119%t:. 

Tltle. ___ ~(~~~~2~. t~~~~~------------------------------
Date _(/_' r.;;.-./~r!:..,.:.../....:.) jJ_I_" ___ _ 



·1f/:;';lc: : SAMPLE ANALYSIS REPORT 
CCorporation 

.' DATt- June 26, 19H8 h:OAlGO SMeLTER 

% oz/ton oz/ton % % % i. 
Cu Au Ag Si02 Al203 Fe Cao /' 

Ash Peak fl.nes(*) 
6,-25-88 0.05 0.025 5.69 72.1 4.5 3.2 6.7 / 

.. 

Y 
: .' " 

.. . ' ,. 
" / 

(*) Contains material f om the follow ng shi per's Ds: I ,/ 
" , f .. 

I I 47450j fooll 
'" 

, 
'/ ' .. " ' 

, 147467 ~o,~ I 

147490-; (,0 , 'i i I 

, ' I 

1474:11 I 1/ i V ... 
" : 47513 t 100 Ib I -: i 147520 1/ 1 1/ 
.. : 47532 L \I I I 47589 olq V 

I 14 76:2 ~ l#" 7.1 I 47631 - ~ 0 1.~ V 

I 47632 \\ 

47684 7001 l/ 
47698 74103 I , 

4772R 7(J(j~ I ./ 
4773'2 " I 1.7"'1 - " 

.' ./ 
47731 17oz1 " 

./ .4'77'i~ !7D07 , , 

~ 4778'{> 1'00'. l V I, 7P?'JI. 70'"2-
.. I -1.n835 " L I '-.7Sl.r;n 71) 1"2 , l/. 

I 47880 ~'" 
! 

5~tl"b7 '70 ,., -
:. V I 

i -! 4'3971 . 7~ '2..3 I ~ 

I 
, 

...... : 4.8,Q14 1707.t.I 
' . ' 

V I I 
. , I I 1 I I 

I I . 



' ELPS-DODGE CORPORATION 
~ CEVE.DAT PRINT OUT DATES: IG-May-88 THRU 30-Jun-88 

H III fl L (J I] t:; MEL T E l~ 
11:~50 AM 

I 8 -- J IJ 1- 8 U A 3 H P E ~ f( FLU X 
============================================================================== 

INBND RECV MAT. LOT GROSS TARE NET % SHIPPER 'S 
~ EC DAY. DAY. CODE NUMBER WEIGHT WEIGHT WEIGHT H20 ID NUMBER 

; 309 88137 88137 
\ :)84 B8138 88138 
.'.3 8G 1313138 88138 
~ 3~1'7 88138 88138 
!43588139 88139 
*436 88139 88139 
: 474 88140 88140 
; '1758814088140 
!.47G 88140 88140 
14 77 88140 88140 
! !519 88141 88141 
~!.521 88141 88141 
\52 2 88141 88141 
1G67 88145 88145 
IG 68 88145 88145 
1(;70 88145 88145 
;G 71 88145 88145 
1'rn 88146 88146 
!.7D 9 88147 88147 
\7~J2 88147 8814'7 
: :.'93 88147 88147 
: 794 88147 88147 
~ D2 4 88148 88148 
'.02G B8148 88148 

1985 88152 88153 
'; r:~ B? }3t) 15:2 Bt~ 153 
, 9BE: 88152 ("38153 
:; 003 88153 8t: 1':.;~~ 

; 005 88153 88153 
:0;. 7 881:i3 8E:1:;3 
~ 055 88154 88154 
: 057 B8154 88154 
'; () 58 8B154 881~54 

. O!:'.i~) 88154 88154 
:060 881:,4 88154 
:;0 72 88154 8B154 
:;1 3088155 88155 
'.<3 00 88158 88158 
5 :, ,: 0 1 8 B 1 5 8 8 8 1 5 8 
,j:]O:: 88158 8815B 
:i ::,:58 88160 881 GO 
'<,::(',8 88160 88160 
, :,: ~)f3 8 8 1 6 1 t: E: 1 (;, 1 
;i 3SI~) 8c;161 88161 
:.i l~O(\ Bel(:, B8161 
5 ,,~: 02 8S16 881C~. 

.~ l~49 8816 Bf:1 62 
:: ':i7 28B1 G 8f.:1GS 

59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 
59 

GOll 
6012 
(,013 
G012 
£Q.l1 
(-,014 
G015 
G015 
G916 
6015 
~ 
(,OJ 6 
6017 
6018 
6018 
6019 
6020 
.hl!.2.l 
G022 
6022 
6023 

~ 
6024 
(;,024 
7001 
7002 
7002 
?OO:3 
7004 
700 4 
70(;4 

,7 t jl) ;'\ 

70~i,O 

.2..Q..Q..:i.. 
70()5 

1Q1l. 
700G 
7C07 
7(,08 
700(~ 

7010 
7010 
7011 
'70]2 
.'7 C-' 1 ) 
7 ':, 11 

..::D..L3 
7(': ·1 
'70] 4 
7015 

80320 
77010 
77530 
80:::90 
76710 
80850 
78340 
7%50 
75760 
80290 
77'}50 
79020 
79220 
76630 
78660 
79950 
79800 
7%30 
80080 
75040 
,?C)750 

80710 
78050 
80270 
tn 110 
78 ,; '30 
::>0 06 0 
80470 
77130 
79e:SO 
79790 
807:30 
'76 9;:";'j 
75300 
80920 
7(;:130 
7 C)250 
72140 
80170 
e ,)740 
SOG,t;.o 
7'~500 

80':;20 
7S' ~50 

7:' ;:: ~,o 

?r;, '; ,10 
~:" :~7 ~O 

7':;G 30 

28710 
28080 
27570 
30040 
28220 
30050 
27420 
28560 
28200 
29920 
28030 
28570 
30110 
28010 
27520 

51610 
48930 
499GO 
50350 
484C)Q 
50800 
50920 
51090 
475GO 
50370 
~ 
:'i04:'i0 
49110 
48620 
51140 

29930 50020 
30030 49770 
28590 .5.l.Q.i9 
29930 50150 
26700 ""'-48340 
2 B (; 4 0 a.ll.Q 
30060 
2'7640 
30130 
28760 
27480 
3 ·~;(JOO 

:300E:O 
::: 8('4 0 

2:J')~JO 

28610 
28130 
2G8GCl 

29970 
2~500 

28770 
26660 
30490 
30180 
28760 
~~8600 

29830 
27 ~~:)O 
28930 
2':1790 
2f·:4GO 
27810 

6870 
8730 
9E,BO 

~ 
5"04TO 
50140 

51000 
50060 
~5Q~~C)() 

49090 
51240 
4':)800 
!'.j21 ?O 
48'7:)0 
4R440 
~oC)~~() 

48630 
50480 
45480 
49680 
505GO 
51900 
50900 
49100 
:,1290 
5«<:;0 
~50 2~ 0 
5N,90 
apor.;Q 

495'70 
50:180 
49750 

3.00 47450/3305 F 
0.90 474(16/3306 C' 
1.50 474G71:3307 f 
o . 90 47 469/3308 r' 
~ 4749013311 F 
2.00 47491/3312 F 
1.'70 47506/3313 C 
1.70 47511/3314 C 
~ ~/3315 F 
1.70 47514/3316 C 
~ ~/3318/5220C 

~ ~/3319Id .. pU.E.J:\6=S 
2.50 47533/3320 C 
1.30 47587/3321 C 
1.30 47588/3322 C 
2.80 47589/3323 F 
1. 00 47591/3324 C 
~ 47612/3327 F 
1.10 47628/3328 C 
1.10 47630 C 
1-...J&. 47631/3330 F 
4.00 47632133 2 c) IIHQ.\1 a.y,c\-, Y>G 

2.40 47649/3332 C 
2.40 47651/3334 C 
~ ~/3337 F 

1.GO 47G~4/3338 C 
1.GO 47697/3 339 r 
2.......flJl 4'Z69SJ:3340 F 
1.40 47711 C 
1.40 47714/3343 C 
1.40 4772G/3344 C 
~ 47nR'/3:~45 F 
3.30 47734/3340 r 
3,30 47732/3350 F 
3,~0 A7713/3349 F 

~ 41.1.11.13346 C 

s/"l()ls'J 
A~: (,.(.17 

F>-: '1N,'H'O 

S-/-z . ..,/S8 
Ad ~.H' 7 
t>,....- 'i~'I . 73 

2.70 47748/3351 C I \ 
~ 4775~/335:=:! \,U.,qplb Mea (, ?> gg 
1. GO 47784/3351:, C f't-~ &,~'1 2.$" 

3, 30 47785/~~~7 P, ~ yn,(," ~ 
1.GO 47787/j0~O L 
2.30 47821/3359 C 
2.30 47822/33GO C 
2.00 47832/33Gl C 
~ 478:,141136::: F 
;:., 20 4783~5/3362 F 
3.00 47836/33 G4 r 
~ tl '7 f\ r.; 0 ! 3 ? (;, :' I. 4t-\L , e IA.cL'"i 
2.80 47854/3368 C 
2 . 80 4 '7 8 G 1/ 3 % ~) (' 
2.40 47881/3373 C 

~ (/o(g€ 
~1 pO' 

~ "in.'1 
~/S(\." 'li) 



' HELPS-DODGE CORPORATION 
lECEVE.DAT PRINT OUT DATES: 16-May-88 THRU 30-Jun-88 

HIDALGO SMELTEr< 
11:50 AM 

18-Jul-B8 ASH PEAf( FLUX 
= =========================================================================~===== 

~ 

INBND RECV MAT. LOT GROSS TARE NET I. SHIPPER'S 
REC DAY t DAY t CODE NUMBER WEIGHT WEIGHT WEIGHT H2O 1[1 NUMBER BED 

------ ------- ------ ------- ----------------
5573 88165 88165 59 ~ 79860 28460 ~ ~O ~/3372 F 
5(167 8816G 881GG 59 7017 80850 29880 50970 2.70 47891/3374 C 
5743 88168 881G8 59 7018 77040 27800 49240 2.20 47928/3376 C 
5744 881G8 881G8 59 7019 79660 29720 .i2.2,iO ~.~Q lli1Z/3375 VW» p.t.w\',.A'X {g"'\~~ 7. D79 
5819 88172 88172 59 7022' 77980 27210 50770 1. 40 47970/3378 C ~ .,S<>.3: 
5820 88172 88172 59 ZQ~3 77710 28860 ~BB~Q L.!2..Q. iU.2.l.1 3 3 7 9 F 
5821 88172 88172 59 '7022 79560 29880 49680 · 1.40 47972/3380 C (A'Z.~I gg 5924 88175 88175 59 7024, 80030 28120 51910 .L..e..Q. 480 1113384 Mn p2J k.J l..,,~ 
5925 88175 88175 59 7025 80130 29560 50570 1.80 48013/3383 C A<a 7.~"" 
6039 88179 88179 59 7026 80340 29640 50700 3.80 4806213390 P 

~ I./'I'i 
6055 88179 88179 59 7027 80440 28260 52180 2.40 48079\3391 C 

<t~~~ 

* -/( T 0 T A L S -/( *-
." ot.31 net weight (tons) = 1,554.5000 
:'ot.'31 net dry weight = 1,512.4468 

"ot.31 loads = G2 



PHELPS DODGE CORPORATION 

HIDALGO SJlELTER 

ASH PEAK FLUX 

SILVER PAYKEHT WORKSHEET 

---------- -------- ------------ --------- -------------- ------------ ------------ ------------ ------------
Dat. Lot Weight " Dry Dry Sttttl. Silver 

RttCttiv~ No. Pounds Itoistur. Pound. Ton. Silv.r Ounctt. Payaent 
-------- -------- ----------- --------- --------------- - - ------- ---------- ------------
5-16-88 

5-17-88 

5-18-88 

5-19-88 

5-20-88 

5-24-88 

5-25-88 

5-26-88 

6-1-88 

6-1-88 

6-2-88 

6-2-88 

6-3-88 

6-6-88 

6-9-88 

6-10-88 

6-13-88 

6-16-88 

6-20-88 

6-23-88 

Silv.r $'oz. 
S11v.r .'oz. 
S11v.r .'oz. 
S11v.r $'oz. 
S11v.r $'oz. 
S11v.r $'oz. 

6011 

6013 

6014 

6016 

6016 

6019 

6021 

6023 

7001 

7003 

7005 

7021 

7007 

7009 

7012 

7013 

7016 

7019 

7023 

7024 

51,610 

49,960 

99,290 

47,560 

100,370 

50,020 

51,040 

101,760 

52,350 

50,390 

151,510 

48,630 

45,480 

SO, 560 

loo,5SO 

48,050 

51,400 

49,940 

48,8SO 

51,910 
------------1,301,230 
ca ••• a •• I1=== 

$6.617 
$6.657 
$6.893 
$7.201 
$7.078 
87.072 

3.00 

1.50 

2.00 

4.60 

3.40 

2.80 

3.50 

4.00 

3.70 

7.80 

3.30 

2.70 

3. SO 

3.30 

5.20 

5.40 

3.00 

5.60 

4.60 

4.80 

50,062 ~.03 5.69 142.42 

49,211 24.61 5.69 140.03 

97,304 48.65 5.69 276.82 

45,372 22.69 5.69 129.11 

96,957 48.48 5.69 275.85 

48,619 24.31 5.69 138.32 

49,254 24.63 5.69 140.14 

97,690 48.85 5.69 277.96 

50,413 25.21 5.69 143.44 

46,460 23.23 5.69 132.18 

146,510 73.26 5.69 416.85 

47,317 23.66 5.69 134.63 

43,888 21.94 5.69 124.84 

48,892 24.45 5.69 139.12 

95,321 47.66 5.69 271.19 

45,455 22.73 5.69 129.33 

49,858 24.93 5.69 141.85 

47,143 23.57 5.69 134.11 

46,603 23.30 5.69 132.58 

49,418 24.71 5.69 140.60 
--------------- ------------ ------------ ------------1,251,747 625.90 3,561.37 $16,497.55 ... Z.II......... a ••••••••••• • ......... 11 •• 

Dollar R~uction at Futur. Pay .. nts 

Totd Du. 

0.00 

$16,497.55 

l\i~ 
~ 

ItETALS WEEK 
!fETALS WEEK 
!fET ALS WEEK 
!fETALS VEEK 
!fET ALS VEEK 
!fET ALS VEEK 

!fAY 20 
!fAY 27 
JUNE 3 
JUNE 10 
JUNE 17 
JUKE 24 

~ 

• •• =a=~=~=a. 
~ ~~ ,'-\\ '-'- C'>.~~, ~ t'<'e .... ~ ------

"tI..~ )~~"I.~\O 

-(~'" ~-<;)~ '-..::,"l..'. ~'<'-.~ 

\. ~:'\. ~~,<=t ~ ~\:) ca.. ~"" "'" ~ .. ,,'t 



SHIPPER l ASH PEAK FLUX 
PRICESl ItETALS WEEK l 

ItAY 20 A9 
ItAY Xl Ag 
JUNE 3 Ag 
JUNE 10 Ag 
JUNE 17 Ag 
JUNE 24 Ag 

DRY TONS: 

ItAY 16-20 169.46 
ItAY 24-27 97.79 
JUNE 1-3 167.30 
JUNE 6-10 94.84 
JUNE 13-17 48.50 
JUNE 20-24 48.01 

------------
Total. 625.90 

•••••••••••• 
Payabl. S1lv.r: 

ItAY 16-20 964.23 
ItAY 24-27 556.42 
JUNE 1-3 951.94 
JUNE 6-10 539.64 
JUNE 13-17 275.96 
JUNE 20-24 Xl3.18 

------------
3,561.37 ••••••••• =:. 

IA_ P.nal t1_1 
Silica 75.01 
x>75.01 
Alu.ina - 4.51 
x<6.01 

TOTAL PAYltENT, 

PHELPS DODGE CORPORATION 

HIDALGO SltELTER 

CONTRACT PAYMENT FORM 

NET COST CALCULATION 

• $6.617 
• $6.657 

$6.893 .. $7.201 
$7.078 
$7.072 

X 
X 
X 
X 
X 
X 

DRY POUNDS l 

ItAY 16-20 
)fAY 24-27 
JUNE 1-3 
.JUNE 6-10 
.JUNE 13-17 
JUNE 20-24 

751-
751-
751-
751-
751-
751-

Total. 

723.17 
417.32 
713.96 
404.73 
206.97 
204.89 

72.11- 2.91 

6.01- 0.01 

338,906 
195,563 
334,588 
189,668 
97,001 
96,021 

1,~1,747 . ........... . 
x 
X 
X 
X 
X 
X 

.6.617 • 
$6.657 • 
$6.893 • 
$7.201 -
$7.078 .. 
$7.072 -

2.91 X (ton.) 625.90 -
18.1511 ton. X 2000 (lba./ton) 120 lb. • 

PenaIt1.. appl1cabl.: 
One unit • 20 Ib8. 

.1.00 ~r unit 

Ship~r: ASH PEAK 

• 4,785.22 
2,778.10 
4,920.97 
2,914.46 
1,464.93 
1,448.98 

18.1511 
1815.11 

X 

$1.00 

$18,312.66 

$1,815.11 

$16,497.55 
z.= •••••• aa 

-------------------------------------------------------------------------------------------------------------------------
PRICES: ItETALS WEEK 

ItAY 20 A9 .. $6.617 MAY 20 Au • 454.950 MAY Xl Ag .. $6.657 "AY Xl Au • 454.730 .JUNE 3 Ag .. $6.893 JUN&: 3 Au • 457.663 .JUNE 10 Ag .. $7.201 .JUNE 10 Au • 459.970 
JUNE 17 Ag .. $7.078 .JUNE 17 Au • 450.330 
.JUNE 24 Ag .. $7.072 JUNE 24 Au • 449.080 
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PAYABLE SILVERI 

ftAY 16-20 
ftAY 24-27 
JUNE 1-3 
JUNE 6-10 
JUNE 13-17 
JUNE 20-24 

SILVER COST PER TON. 

ftAY 16-20 
ftAY 24-27 
JUNE 1-3 
JUNE 6-10 
JUNE 13-11 
JUliE 20-24 

CREDIT CALCULATIONS. 
ftAY 16-20 
ftAY 24-27 
JUNE 1-3 
JUNE 6-10 
JUNE 13-17 
JUliE 20-24 

CREDIT CALCULATIOHS. 
ftAY 16-20 
ftAY 24-27 
JUNE 1-3 
JUNE 6-10 
JUNE 13-11 
JUliE 20-24 

ftAY 16-20 

Dollar RlKfuction 01 

ftAY 24-21 

964.23 
556.42 
951.94 
539.64 
27~.96 
213.18 

3,561.31 
••••• a •••••• 

.4,18~.22 
92,118.10 
94,920.97 
$2,914.46 
$1,464.93 
$1,448.98 

SILVER 
5.690 
~.69O 
~.69O 
~.69O 
5.690 
5.690 

GOLD 
0.025 
0.025 
0.02~ 
0.025 
0.02~ 
0.025 

Silver 
Gold 

Total 

X 
X 
X 
X 
X 
X 

I 
I 
I 
I 
I 
I 

ounces/ton 
ounces/ton 
ouncvs/ton 
ouncvs/ton 
ounces/ton 
ounces/ton 

ounces/ton 
ounces/ton 
ouncvs/ton 
ounces/ton 
ounces/ton 
ounces/ton 

Coats CrtKtits 

X 
X 
X 
X 
X 
X 

X 
X 
X 
X 
X 
X 

15X" 
75X-
75X-
75X-
15X" 
75%" 

169.46 .. 
97.19 -

161.30 -
94.84 .. 
48.50 .. 
48.01 -

--------- ---------------18.00 0.00 
28.24 33.89 
0.00 10.24 

--------- ---------------$46.24 944.13 

Dollar RlKfuction of Futurv Pay .. nts 

723.11 
411.32 
713.96 
404.73 
206.91 
204.89 

928.24 I ton 
928.41 I ton 
$29.41 I ton 
$30.13 I ton 
$30.20 I ton 
930.18 I ton 

Net COIIt 

9OX-
9OX-
9OX-
9OX-
9OX-
90%-

9OX-
9OX-
9OX-
9OX-
9OX-
9OX-

92.11 

$8.80 

($6.69) 

($6. 69)X 169.46 .. (91,133.69) 

Coats Credits 
--------- ---------------

Ore 18.00 0.00 
Silver 28.41 34.09 
Gold 0.00 10.23 

--------- ---------------Total 946.41 944.32 

Contract Net Cost Per Ton 

Net Coat 

$2.09 

$8.80 

(96.11) 
Dollar Reduction 01 Future Ship .. nta 

Dollar Reduction of Future Pay .. nts 

(96.71)X 91.79 .. ($656.17) 

X 
X 
X 
X 
X 
X 

~.121 X 
5.121 X 
5.121 X 
5.121 X 
5.121 X 
5.121 X 

0.022~ X 
0.0225 X 
0.0225 X 
0.0225 X 
0.0225 X 
0.0225 X 

96.611 -
96.657 • . 
96.893 -
$1.201 -
91.mS -
$1.Cr12 -

.6.617 -
$6.~1 -
$6.S93 -
$1.201 • 
91.mS • 
.'.Cr12 • 

.4~.95 • 

.454.13 • 

.451.66 • 

.459.97 • 
9450.33 • 
$449.08 • 

94,185.22 
92,118.10 
94,920.97 
$2,914.46 
91,464.93 
91,448.98 

33.89 I ton 
34.09 I ton 
35.30 I ton 
36.88 I ton 
36.25 I ton 
36.22 I ton 

10.24 I ton 
10.23 I ton 
10.30 I ton 
10.35 I ton 
10.13 I ton 
10.10 I ton 



Costs Credits 
--------- ---------------

JUNE 1-3 Ore 18.00 0.00 
Silver 29.41 35.30 
Gold 0.00 10.30 

--------- ---------------
Total $47.41 $45.60 

Contract Net Cost Per Ton 

Dollar Reduction of Future Ship.ents 
Dollar Reduction of Future Pay.ents 

Net Cost 

$1.81 

$8.80 
------------($6.99) 

($6.99)X 167.3 • ($1,169.43) 



Costs Credits 
---------------

JUH& 6-10 Ore 18.00 0.00 
Silver 30.73 36.88 
Gold 0.00 10.35 

--------- ---------------Total 948.73 947.23 

Contract Het Cost Per Ton 

Dollar Reduction o~ Future Ship.ents 
Dollar Reduction o~ Future Pay.ents 

(97.30)X 94.84 • 

Costs Credits 
--------- ---------------JUH& 13-17 Ore 18.00 0.00 

Silver 30.20 36.25 
Gold 0.00 10.13 

--------- ---------------Total 948.20 946.38 

Contract Het Cost Per Ton 

Dollar Reduction o~ Future Ship .. nta 
Dollar Reduction ~ Future Pay.ent. 

(96.98)X 48.5 :z 

Costs Credits 
---------------JUH& 20-24 Ore 18.00 0.00 

Silver 30.18 36.22 
Gold 0.00 10.10 

--------- ---------------Total 948.18 946.32 

Contract Het Cost Per Ton 

Dollar Reduction o~ Future Ship.ents 
Dollar Reduction o~ Future Pay.enta 

(96.94)X 48.01 :z 

91.50 

98.80 

(97.30) 

($692.33) 

H~t Cost 

91.82 

98.80 

($6.98) 

(9338.53) 

91.86 

98.80 

(96.94) 

(9333.19) 



fb -. 
CHIt«) MUES ~ SHELTER 
SHIPPER: AAIZIJ,IA FLUX MItES, It«:. 

SILVER 
ASH PEAK COOVERTER FLUX PAMNT ---
IHK 07/15 SILVER PAYMENT Lot 6S-68C $3,587.95 
lEI< 07/22- SILVER PAYMENT Lot 69-74C $5,688.24 
WEEK 07/29 SILVER PAYMENT Lot 75-80C $4,852.25 
WEEK 08/OS SILVER PAYMENT Lot 81-87C $3,669.96 
WEEK 08/12 SILVEt' PAYMENT Lot 88-89C $1,056.60 -----

$18,855.00 
--------

ASH PBV< FLUX FINES 

WEEK 07115 SILVER PAYMENT Lot 3O-31F $1,063.52 
WEEK 07/22- SILVER PAYMENT Lot 32-34F $1,685.88 
WEEK 07/29 SILVER PAYMENT Lot 3S-37F $1.562.70 
WEEK 08/OS SILVER PAYMENT Lot 38F 481.46 ------

$4,793.56 

TOTAL PAYl£NT $23,648.56 
======== 



I/(J IIIte IlJIlIW( SI£l TER 
IPPERI AAIZ~,FLUX 1111£5, It«:. 

, - SETTlEMEHT PAYl£HTI 
ASSAYSI DZS PElR.TIESI I£T PAYABlE I 
DZlT~ DZlT~ " " DIS DIS LESS PAYAllE SILVER SI02 Il.203 TOT~ 

DATE TROCK t£T ~ DRY T~ rn.D SILYER SI02 Il.203 rn.D SILYER 25" SIL YER PAYIIEHT lJilTS lJiITS lJiITS IlIST - -------- ------------ ---- -- ---------
H PEM CllfJERTER FLUX 
aNJ/or +114", -3/4") 

ek 07111/88 - 07115/88 
-Jul-88 65 C 51,240 2.38 SO,02O 25.0100 6.30 3.80 0.875 170.82 42.71 128.11 " 0 0 $0.00 o..\~C'3. 

66 C SO,760 3.58 48,943 24.4715 6.30 3.80 0.857 167.14 41.79 125.35 0 0 0 $0.00 "i!P,.~ ,~\p 
-Jul-88 67 C SO,480 2.73 49,102 24.5510 6.30 3.80 0.859 167.68 41.92 125.76 0 0 0 $0.00 !.Q,'<>, ...... C\ 
-Jul-88 68 C 49,840 2.69 48,499 24.2495 6.30 3.80 0.849 165.62 41.41 124.21 0 0 -.>.,0 $0.00 ~ 'tS, ':l'-\ 
EK 07115 202,320 196,564 98.282 TOTIV.. S03.43 

S3~~) 
S $0.00 S3,587.95 

H - '1" 
'"' $7.127 "7 

11k 07118/88 - 07lCl./88 
,-Jul-88 69 C 54,200 2.06 53083 26.5415 0.035 6.830 76.30 3.80 0.929 181.28 45.32 135.96 0 0 0 $0.00 

70 C SO,400 2.66 49;059 24.5295 0.030 6.850 75.SO 5.00 0.736 168.03 42.01 126.02 0 0 0 $0.00 
71 C 49,880 4.12 47,825 23.9125 0.030 6.850 75.SO 5.00 0.717 163.8 40.95 lCl..85 0 0 0 $0.00 

I-Jul-88 72 C 49,940 3.27 48,307 24.1535 0.030 6.850 75. SO 5.00 0.725 165.45 41.36 12'1.09 0 0 0 $(/.00 
:-Jul-88 73 C 48,020 3.09 46,536 23.2680 0.030 6.850 75.SO 5.00 0.698 159.39 39.85 119.54 0 0 C SO. 00 

74 C 49,860 2.83 48,449 24.2245 0.030 6.850 75.SO 5.00 0.727 165.94 41.49 124.45 0 0 ,{ ..... 0 $0.00 
EK07lCl. 302,300 293,259 146.6295 TOTIV.. 752.91 $~~.24 n' $C.OO $5,688.24 

H Ol= tt~ 
S7.555 

!l!k 07/25/88 - 07/29/88 
'-Jul-88 75 C SO,OOO 2.67 48,665 24.3325 0.025 6.240 71.00 4.SO 0.608 151.83 37.96 113.87 0 0 0 $0.00 

76 C 51,640 1.75 SO,736 25.3680 0.025 6.240 71.00 4. SO 0.634 158.3 39.58 118.72 0 0 0 $0.00 
77 C 49,840 1.98 48853 24.4265 0.025 6.240 71.00 4. SO 0.611 152.42 38.11 114.31 0 0 0 $0.00 

I-Jul-88 78 C 49,200 2.32 48;059 24.0295 0.025 6.240 77.00 4. SO 0.601 149.94 37.49 112.45 0 0 0 $0.00 
79 C SO,14O 2.80 48,736 '24.3680 0.025 6.24071.00 4.50 0.609 152. 06 38. 02 114.04 0 0 0 $0.00 
80 C SO,58O 2.86 49,133 24.5665 0.025 6.240 77.00 4. SO 0.614 153.29 38.32 114.97 0 O<\'-{> 0 $0.00 

:EK 07/29 301,400 294,182 147.0910 TOTIV.. 688.36 $41852•25 hr')' $0.00 $4,852.25 
H HlOI- ~"Il 

!ek 08/01188 - 08/05/88 
\o'\~.~ ?~ug-88 81 C 51,000 3.10 49,419 24.7095 0.020 4.8 0.494 0 0 0 $0.00 

?~ug-88 82 C SO,480 2.15 49,395 24.6975 0.020 4.8 0.494 ,-,\Q.~., ~ 0 0 0 $0.00 
\~ug-88 83 C 49,700 2.80 48,308 24.1540 0.020 4.8 0.483 '<l~,.,.,o 0 0 0 $0.00 
~~ug-88 _ 84 C SO,58O 2.62 49,255 24.6275 0.020 4.8 0.493 ~""~,~\ 0 0 0 $0.00 
HIII~ , .... 85 C . 47,900 3.22 46358 23.1790 0.020 4.8 0.464 \o~"",\", 0 0 0 $0.00 
\~u~':~' 86 C 51,240 2.99 49'708 24.8540 0.020 3.5 0.497 ':. "'~,":L 'i. 0 0 0 $0.00 
~~ .= 87 C 49,260 3.70 47:437 23.7185 0.020 3.5 0.474 S"."'\", 0 o \ 0 $0.00 
:EX 105 350,160 339,880 169.9400 $3

1
669.96 

'\l.., ~ <A. I:) :"7 
$0.00 $3,669.96 

~ $6.850 

~k 08108188 - 08112188 
Hlug-88 88 C SO,760 0.91 SO 298 25.1490 0.020 4.200 77.5 3.5 79.22 0 0 0 $0.00 
I ~8a-88 " .;.~ 89 C SO,86O 1.88 49'904 24.9520 0.020 4.200 71.5 3.5 78.60 0 0 0 $0.00 
:EK 112 ' 101,620 100:202 SO. 1010 157.82 S~056.6O ('\ 

$0.00 $1,056.60 
10Z= 

0"'° S6.695 ,0 



-- ----

. ' 
:HltIJ KD£S CIJIlIWY SIEl. TER 
3HIPPE~: ARIZIM FLUX Mlt£S, It«:. 

SETTl.D£HT 
ASSAYSI PAYl£HTI DIS PElRTIESI tEl PAYABl£: 

OZlT[Ij OZlTIJ4 ~ ~ DIS DIS LESS PAYAIl.£ SILVER SID2 IU03 TOTIt. 
~TE TROCK tEl Ul20 DRY T[IjS IDJ) SILVER SID2 IU03 IDJ) SIL\£R 2Sl' SILVER PAYIEHT ~ITS LIIITS LIIITS rosr -------- ------------ -- ---- -- ---------

ASH PEA< FLUX FIt£S 
(MillUl 10 IIHh ) 

~eek 07/11/88 - 07/15/88 
ll-Jul-88 30F 50,440 5.67 47,580 23.7900 0.050 5.420 68.00 4.00 1.19 128.94 32.24 96.70 7 0 7 $166.53 
13-Jul-88 31 F 51,220 3.87 49,238 24,6190 0.050 5.420 68.00 4.00 1.231 133.43 33. 36 100.07 7 ~O 7 $172.33 
CEK 07115 101,660 96,818 48.4090 TOTIL. 196.n $1~2.38 $338.86 $1,063.52 

H OZ- c)-' 
$7.127 

,..:x-. 

iieek 07118/88 - 07le2./88 
2O-Jul-88 32F 49,260 4.53 47,029 23.5145 0.050 5.420 68.00 4.00 1.176 127.45 31.86 95.59 7 0 7 $164.60 

33F 51,360 5.3 48,638 24.3190 0.050 5.420 68.00 4.00 1.216 131.81 32.95 98.86 7 0 7 $170.23 
22-Jul-88 34F 49,000 5.05 46,526 23.2630 0.050 5.420 68.00 4.00 1.163 126.09 31.52 94.57 7 -'"lvO 7 $162.84 
WEEK 07122 149,620 142,193 71.096S TOTIL. 289.02 $2

1
183.55 ,i9 ' $497.67 $1,685.88 

H H/OZ" 
$7. SS5 "ff-

Week 071?5/88 - 07/29/88 
25-Jul-88 3SF 50,500 5.26 47,844 23.9220 0.050 5.420 68.00 4.00 1.196 129.66 32.42 97.24 7 0 7 $167.45 

36F 50,000 5.06 47,470 23.7350 0.050 5.420 68.00 4.00 1.187 128.64 32.16 96.48 7 0 7 $166.15 
37 F 51,660 5.1 49,025 24.5125 0.050 5.420 68.00 4.00 1.226 132.86 33.22 99.64 7 0 7 $171.59 

1o£EK07/~ 152,160 144,339 72.1695 TOTAL 293.36 $C 067.89 ~ $505.19 $1,SG2.70 
H1HlOI" r,.. 

$7.049 it' 
r,r' 'V 

Week 08/01188 - 08/05/88 '1. 
l1~g-88 38F 48,540 4.83 46,196 23.0980 0.050 5.420 68.00 4.00 1. ISS 1?5.19 31.30 93.89 $643.15 ,)."-1 7 0 7 $161.69 $481.46 

H&HIOI- \0 
$6.850 

'< e("\()..'~'\ 
b ,\~C)~,",\ 



P.O. Box 143 
Clarkdale. AZ 86324 

(602) 634-7712 

Mr. Ronald Ashcroft 
1652 E. Grove 
Mesa, AZ 85204 

A.F. Budge (Mining) Limited 

4301 North 75th Street 
Suite 101 

Scottsdale. AZ 85251-3504 

(602) 945-4630 
FAX (602) 949-1737 

P.O. Box 20878 
Wickenberg, AZ 85358 
Mobile (602) 376-9056 

October 26, 1988 

Re: Silver Quartz-Flux Mine 

Dear Mr. Ashcroft: 

Thank you for taking the time to meet with us 
last Tuesday and to discuss the merits of the Silver Quartz­
Flux Mine. 

A.F. Budge (Mining) Limited would like to pursue 
this matter further. We would specifically like to make some 
arrangements for our personnel to visit the operation and meet 
with the operators. It is our understanding that if this visit 
results in a continuing interest on our part, an option agreement 
would be negotiated. 

Also, by this letter, A.F. Budge (Mining) Limited 
would, contingent upon the successful acquisition of an equity 
position in this operation, enter into good faith negotiations 
with you and your associates for an equitable arrangement or 
reasonable finder's fee in consideration of your bringing this 
opportunity to our attention. 

Sincerely, 

./~u-u.., ai~ 
Carole A. O'Brien 
Mining & Financial Coordinator 

c: A.F. Budge 

DIRECTORS: A.F. Budge. O.B.E., C.Eng., F.I.C.E., F.I.H.T. : Mrs J. Budge: 7602 Clearwater Parkway, Paradise Valley, AZ 85253 



To: A.F. Budge 
R. Short 
C. O'Brien 
D. Allen 
J. Norby 

From: John McKenney 

MEMO 

Subject: Ash Peak Drill Program Update 

Date: May 21, 1989 

Copies: File 

A two hole diamond drill program at Ash Peak was completed on 
May 17, 1989. The purpose of the second hole, D.D.H. B-2 was to 
test the continuity and tenor of the Ash Peak vein system at approx­
imately 2,000' below the surface and, more importantly, to search 
for favorable sedimentary rocks that could host major silver/base 
metal/manto type ore deposits. Hole B-2 was begun on April 21, 1989 
and completed on May 1·7, 1989. The hole was drilled 2,564' at an 
average angle of 72.5 ° . This represents a verticle penetration of 
2,444.06' below the collar of the hole. A hanging wall vein of the 
Ash Peak structure was penetrated at 2,184.7' and had a true width 
of 0.42'. A second and final vein was penetrated at 2,184.3' and 
had a true width of 1.43'. A weak to moderately brecciated and 
silicified footwall zone of 44' (true width) was then penetrated. 
Eight feet of core (3.4' true width) of this footwall zone was lost 
due to unavoidable drilling problems. Assay results from this hole 
are expected by the end of this week. The hole bottomed in volcanic 
rock. No potentially favorible sedimentary host rocks were encountered. 
A summary report will follow this memo after all assay results are 
rec~~ved. 


