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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.


http://maps.google.com/maps/place?q=Arizona+Geological+Survey&cid=17499330617712548165�
http://maps.google.com/maps/place?q=Arizona+Geological+Survey&cid=17499330617712548165�
http://maps.google.com/maps/place?q=Arizona+Geological+Survey&cid=17499330617712548165�
http://maps.google.com/maps/place?q=Arizona+Geological+Survey&cid=17499330617712548165�
http://maps.google.com/maps/place?q=Arizona+Geological+Survey&cid=17499330617712548165�

- = b Pegml FoO2 Ons
11:57 DECON THT B L b [ b, 221 e kS

JCL
02-28-90
ABSIGNMENT AGREEMENT

BY THIS ASSIGNMENT AGREEMENT,
effective March 1, 1990 (the ”"Effective Date”),

by and between A.F. BUDGE (MINING) LIMITED, a Navada
corporation, and its wholly owned subsidiary, CLEARWATER
MINING CORPORATION, an Arizona corporation (collectively
”Budge”), whose address is 4301 North 75th Street, Suite
101, Scottsdale, Arizona 85251~3504,

and

ARIZONA ONTARIO EXPLORATIONS INC., an Arizona corporation
("AOEI”), whose address is 8433 N. Black Canyon Freeway,
Suite 158, Phoenix, Arizona 85021,

Budge, in consideration of the agreements set forth herein, has

granted certain rights to AOET under the following terms and
conditions:

1. Grant.

a. Asgianment - Budge does hereby assign to AOEI (the
"Assignee”), all of its right, title and interest in and under
that certain oOption and Lease Agreement effactive July 1, 1984,
by and between V.M.P., Inc., as “Lessor” and A.F., Budge (Mining)
Limited, as amended by that certain First Amendment to Option and
Lease Agreement effective February 1, 1985, a shert form of which
is recorded as document number 8g- of the Official
Records of Maricopa County (the ”lLease Agreemaent® herein), which
Lease Agreement grants mineral development rights in certain
patented and unpatented mining claims in Maricopa County (tha
“Property” herein), EXCLUDING SPECIFICALLY, any and all rights of
Budge in the Townsite of Vulture City (including access thereto)
as conveyed to Ben F. Dickerson, IIT, by the Superier Court of
Arizona, Maricopa cCounty cause No. 578525, by that certain
Quitclaim Deed to Unclaimed Townsite Lots, dated March 4, 1987,

and recorded as document number 87-178337 of the Official Records
of Maricopa County.

b. Reserved Rights of Budge - Budge hereby reserves and
accepts from the foregoing grant and retains untoc itself the
right to enter upon the Property for the burpose of undertaking
any and all activities required to reclaim or detoxify the heap
leach area situated on the Property. Such right shall exist for
a period measured by the lesser of one year from and after the
Effective Date or the date that the Arizona Department of

Environmental Quality has issued a decision or cextification of
detoxification of the heap leach,
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B, Acceptance - The Assignee does hereby accept the
foregoing assignment and does hereby assume all the obligations
of Budge under the terms of the Lease Agreement. AOEI does

hereby further agree to indemnify and hold Budge harmless from
all claims, liabilities, obligations, costs and expensas of any
nature whatsoever, including without limitation, reasonable
attorneys’ fees arising out of any default or asserted default on
the part of Budge under the Leagzae Agreement assigned hereby after
the date hereof: provided, however, that Budge shall indemnify
AOEI and hold AOEI harmless frem all claims, 1liabilities,
obligatioens, costs and expenses of any nature whatsocevar,
including without limitation, reasonable attorneys’ fees arising
out of those matters disclosad in that cartain letter of counseil
for V.M.P. dated January 11, 1990.

2. Pavments to Budge

a. gConsideration for Assignment - As consideration for the
assignment of the Lease Agreement, AOEI will pay to Budge Twenty-

Five Thousand Dollars ($25,000.00) upon execution and delivery of
this Assignment Agreement.

b. Eurther Pavments - 1f Budge or AOEI, or either of them,
is successful in renegotiating the terms of the Lease Agreement
with V.M.P. in accordance with the terms of that certain letter
dated February 28, 1990, to counsel for V.M.P. prior to April 30,
1990 (or AOEI thereafter accepts a counteroffer made by V.M.P.
prior to April 3o, 1990), AOEI shall pay Budge Ona Millien
Dollars ($1,000,000) as further consideration for the assignment,
which amount shall be paid to Budge by four annual installmentg
of $250,000 each, beginning on the date of AOEI’s “commencement
of mineral production” from the Preoperty (as defined in
subsection g of Section 4 of the Lease Agreement as amended) plus
interest at the rate of ten percent (10%) per annum on the unpaid
balance from such mineral production date.

3. Reassignpent

If, within four (4) years from and after the Effective Date
hereof, AOEI, its Successors or assigns, elects to tarminate oy
otherwise abandon the Lease Agreement, AOEI shall give notice of
such intention to Budge not later than thirty days prior to such
contemplated action, and Budge shall have the right during such
30-day period, within which to notify AOEI of its desire to
receive a reassignment of the Lease Agreement without further
consideration to AOEI, its successors or assigns, Upon any
election to receive a reassignment, AOEI shall promptly reassign

the Lease Agreement to Budge without warranties except as to any
claim of title by and through AOEI.

4. Title Matters
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Budge represents and warrants to AOET that to the best of
its knowledge: (1) the unpatented mining claims subject to the
Lease Agreament have been staked and maintained in accordance
with federal and state mining laws, (2) there are no conflicting
mining claims that overlap the mining claims subject to tha Leage
Agreement, (3) title to the Property is free and clear of all
liens and encumbrances, (4) the Lease Agreement is in full force

and effect, and that, except as to those matters disclosed in™

that certain letter of counsel for V.M.P. dated January 11, 1990,
no event of default existg or has been asserted by V.M.P., and
(5) Budge has the full right, pewer and capacity to enter inte
this Agreement upon the taerms set forth herein. AQOEI has
previously been provided with title documents affecting the
Property and the Lease Agreement and AOQOEI’s acceptance of this
Assignment and making the payment required by subsection a of
Section 2 hereof shalil constitute an approval of titla.

5. Notices

Any notice, communication or payment required or permittad
hereunder shall be effective when personally delivered or
deposited, postage prepaid, certified or registered, in the
United States mail to the addresses specified above. Either

party may, by notice to the other given as aforesaid, change its
mailing address for future notices,

6. Further Assurances

The parties agree to perform all acts and execute all

documents that may be necessary to carry out the spirit and
intent of this Assignment Agreement.

SIGNED this 28  day of éﬁj , 1990.

ARIZONA ONTARIO

A. F. BUDGE (MINING) LIMITED
EXPLORATAONS INC. :

By ./l \&N':C Q

Stanley w, RoAmes, President Anthony F.\Budge, Pre ent

CLE?RWATER MINING CORPORATION
\

A
N G [ A
By ~/;:“J§;bv\f~\W fﬁgz»xﬁl??f?

Anthony F, Budge, President

v
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STATFE OF ARIZONA )
) ss.
County of Maricopa )

The foregoing instrument was acknowledged before me this <
day of _~Jziovevg » 1990, by Stanley W. Holmes, the
Presiden of Arfzona Ontario Explorations Inc., an Arizona

ST ! . Malf of the corporation.

E e vavy /
g

J,

CAROLEA. O'BRIEN
NOTARY PUBLIC - ARTDNA
MARICOPA COUNTY

/‘ -~ Sy ] /=
— e V2 L (S e Tl LK T

Notary Public

(VMﬁ&bkC?iMﬂk;j
S$A£££0ﬁ=ﬁR¥ZQNK

Werd!' Ko 11, ) ss.
County éf 'ﬁ@;‘éﬁ’ )

The foragoing instrument was acknowledged before me this*f%ﬂ
day of _iMakc+t « 1990, by Anthony F. Budge, the
President of A. F. Budge (Mining) Limited, a Navada corporation,
for and on behalf of the corporation.k\

JQZ:

M\L,

, Notarw
My commission expiresa\ékgkig

77\

/
\

\

& o i A
Riasy oy A o ‘*-CLWf/

Ve ‘ ;
County of uaéiéagi}‘“ )

The foigqoing instrument was acknowledged before me thig ~7L-
day of _ {1l W/ H 1990, by Anthony F. Budge, tha

President of Clearwater Mining Corporation, an Arizona
corporation, for and on behalf of the corporation,
* /‘\.

M
4N
|

A_AT
My commission expiresgyzﬁ&dk;

0228900930.BUDGE.AOEI.ASSIGN.l




RICHMONDS
SOLICITORS

35. Potter Street. Worksop. Nottinghamshire S80 2AG.
Telephone: (0909) 474321 Fax: (0909) 483852 DX 12202

= Araaley

Tavlor LL.B. R (. Hunter |

L.McG. Taylor LL.B.. V. J. Oday LL.B.. “otar Puslic. 4. McG

B M.E. BrowneT.D.. A D.C.. D.L. “otary Public. L.




j/w(}w/ Mine Ht'o.p Lent, Pavd Bq e Jag=""" gﬁ?
Keuge] Rustotia, ég«%es‘fd C_'aé'/"—sdl!y:_,,.__ 5-22-588

Y ash O ?&W—nd | Tem
162 | g

wm | e
103 |
1 lo%

o Ol (BT Quvte) /69657
Shketerete 21

Total Bdd 33548

x_ﬁ\

| | | | i | wi
loo N || & w| N — "

WO —H

| O

i 1) | 30mil/4om] Ae |ima s Cdoml in as | | ¢ BoR%p T
= ,? | m“nésc:l" ‘Tb Scw) ysten mﬂ | - 4 r‘ |
14 N l 1L i
s 2) | 5 eell pad Lv/ 30mr//40m/ Sy s¥m - opnar T
L I ,f( 2t Wk MUisans’ T ,nama«a}d - 1
m  engiaen mugt specity 4pdes) iIln E
v 3 _30/»1;/ PVC e b ehie pad 4 pmds | £ Booog &
2 Gmditas S ot W2

a1, I
it ), Seel pVCpad "/ Foml sy sfm y Swie g —'947‘5»4‘!
5

5)| Oe,ldt ove line 1n swgepod L | 34,084

R AN
.
o
§
A i

5 Q) ele ped avalina in s entre 1T 322802
27‘ ) M(M g S‘f‘lﬂdﬂ fquY-ﬁa) - *y ) <$; 3*

3(1 N /\/- L . 1
2 N Leafv echm cystm cogt 1S Mot JINE
33 ‘w ) | &

34 7 7 7 l#l +/ ; ;

a3 ,QCW,J%,;O‘?B _ |
) Y"«.«. RIS 2 14 1
10§

mi




o ¥ i
I S 7 ‘ SERGENT, HAUSKINS&BECKWITH CONSULTING GEOTECHNICAL ENGINEERS
—
1 V B l APPLIED SOIL MECHANICS * ENGINEERING GEOLOGY * MATERIALS ENGINEERING * HYDROLOGY
e = B. DWAINE SERGENT, P.E. JOHN B. HAUSKINS, P E. GEORGE H. BECKWITH, P.E. ROBERT D. BOOTH, P E.
f LAWRENCE A. HANSEN, PH.D., P.E. MICHAEL L. RUCKER, P.E. ROBERT L. FREW SUANG CHENG, P.E.
RALPH E. WEEKS, P.G ROBERT W, CROSSLEY, P E JAMES H. CLARY, C.P.G. JAMES R. FAHY, P.E
DARREL L. BUFFINGTON, P E. JONATHAN A. CRYSTAL, P.E. NICHOLAS T. KORECKI, P.E. MICHAEL HULPKE. P G.
DONALD VAN BUSKIRK, P.G. PAUL V. SMITH, P.G. GERALD P. LINDSEY, P.G. DAVID E. PETERSON, P.G
DALE V. BEDENKOP, P.E. NORMAN H. WETZ, P.E. RONALD E. RAGER, P.G. ALBERT C. RUCKMAN, P.E.

PAUL KAPLAN, P.E.

July 27, 1988

A.F. Budge (Mining) Ltd. SHB Job No. E88-41
7340 East Shoeman Lane

Suite 111 "B" (E)

Scottsdale, Arizona 85251-3335

Attention: Carole O'Brien
Geologist & Mining Coordinator

Re: Heap Leach Facility
Vulture Mine Project
Approximately 14 miles South
of Wickenburg, Arizona

Ladies and Gentlemen:

This letter 1is submitted pursuant to a meeting held at the
above referenced project involving James R. Matt, P.E. of the
Office of State Mine Inspector, State of Arizona, Ms. Carole
O'Brien and Mr. Dale Allen of A.F. Budge (Mining) Ltd., and
the wundersigned. Specifically, this letter addresses the
concerns expressed by Mr. Matt regarding the safety hazards
posed by the existing pregnant and barren solution ponds at
the site.

It was agreed to by all concerned parties that a lifeline and
a pair of 1life preservers shall be installed around the
perimeter of each of the pregnant and barren ponds. Each
lifeline should consist of a nominal 1/2-inch diameter
braided steel cable anchored to a series of steel posts
embedded in concrete and completely encircling each pond.
Each pond should require a total of eight posts, with one

located at each pond corner and one at the midpoint of each

REPLY TO: 3232 W. VIRGINIA, PHOENIX, ARIZONA 85009

PHOENIX TUCSON ALBUQUERQUE SANTA FE SALT LAKE CITY EL PASO
(602) 272-6848 (602) 792-2779 (S505) 884-0950 (505) 471-7836 (801) 266-0720 (915) 778-3369




Heap Leach Facility Page 2
Vulture Mine Project
Approximately 14 Miles South
of Wickenburg, Arizona
SHB Job No. E88-41

pond side. The 1life preservers should be installed at two
diagonally opposite corners of each pond on hangers attached
to the 1lifeline posts. A layout sketch and details of the

recommended installation are attached.

Should any questions arise concerning this letter, please do

not hesitate in contacting us.

Respectfully submitted,

Sergent, Hauskins & Beckwith Engineers

By 2 i A LiaSawmm

Reviewed by

Copies: Addressee (3)
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—_— —— B. DWAINE SERGENT, P.E. JOHN B. HAUSKINS, P.E GEORGE H. BECKWITH. P.E ROBERT D. BOOTH. P.E
1 LAWRENCE A. HANSEN, PH.D.. P.E MICHAEL L. RUCKER. P.E. ROBERT L. FREW SUANG CHENG, P.E
RALPH E. WEEKS, P.G ROBERT W. CROSSLEY. P E JAMES H. CLARY. C.P.G. JAMES R. FAHY. P.E.
DARREL L. BUFFINGTON. P.E JONATHAN A. CRYSTAL. P.E. NICHOLAS T. KORECKI, P.E. MICHAEL HULPKE, P.G
DONALD VAN BUSKIRK. P.G. FAUL V. SMITH, P.G. GERALD P. LINDSEY. P.G. DAVID E. PETERSON. P.G
DALE V. BEDENKOP. P.E. NORMAN H. WETZ, P.E RONALD E. RAGER, P.G. ALBERT C. RUCKMAN, P.E.

PAUL KAPLAN, P.E.

August 2, 1988

A. F. Budge (Mining) Ltd. SHB Job No. FC88-3796
7340 East Shoeman Lane Report No. 4

Suite 111-B (E)

Scottsdale, Arizona 85251-3335

Re: Vulture Mine Heap Leach
15 Miles South of Wickenburg, Arizona

Gentlemen,

Transmitted herewith are the observations made during the
final walk-through of the above referenced project on July
11, 12 and 13, 1988.

Should any questions arise concerning this report, please do

not hesitate to call.

Respectfully submitted,
Sergent, Hauskins & Beckwith Engineers

W@W

Albert C. Ruckman,

Copies: Addressee (2)

REPLY TO: 3232 W. VIRGINIA, PHOENIX, ARIZONA 85009
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(BN2) 272.80A0 (EAD L TAaN 9o renE . coa AAEA (EAE. A Yoae IaAy e AmAA R




& e —
-
1 S 7 l SERGENT, HAUSK'NS & BECKW]TH CONSULTING GEOTECHNICAL ENGINEERS
-
”
1 B l APPLIED SOIL MECHANICS °* ENGINEERING GEOLOGY * MATERIALS ENGINEERING ° HYDROLOGY
a— — B DWAINE SERGENT P E JOMN B HAUSKINS P E GEORGE H BECKWITH, P.E ROBERT D BOOTH. P E
’ LAWRENCE A HANSEN. P D . P.E MICHAEL L RUCKER. P E ROBERT L FREW SUANG CHENG. P E
RALPH E WEEKS P.G ROBERT w CROSSLEY, P E JAMES % CLARY C P.G JAMES R FAwWY P E
DARREL L BUFFINGTON, P E JONATHAN A CRYSTAL, P.E NICHOLAS 7 KORECK!. P E MICHAEL MUL®PKE P G
DONALD VAN BUSKIRK. P. G PAUL V S™MITH. P G GERALD P. LINDSEY, P .G DAVID E PETERSON P.G
DALE V BEDENKOP. P.E NORMAN = WETZ, P.E RONALD E RAGER. P. G ALBERT C RUCKMAN, P E

PAUL RAPLAN, P E

DAILY PROGRESS REPORT

Job No. FC88-3796 Report No. 34 Date July 11, 1988
Project Vulture Mine Heap Leach

Location 15 miles South of Wickenburg, Arizona

Client A. F. Budge (Mining) Ltd.

Contractor Mava

Superintendent Flovd Willett

Weather Sunny & Hot

Final walk-through on liner on leach pad area today. Also, the pregnant

solution channel tie-in to pregnant pond.

HDPE liner on leach pad still has quite a few repairs left to be made.

Field Liner Services was unable to make job today and will postpone line re-

pairs and walk-through until tomorrow. However, the channel tie-in to the

pregnant pond looks good with a 100 mil HDPE splash pad used instead of 80

mil. This was all that they had in stock.

SHB Representative _ Daniel R. Lewis

PHOENIX TUCSON ALBUOQUEROUE SANTA FE SALT LAKE CITY EL PASO
16021 272-6B4E 16021782-277¢ (505) 8B4-095C (5C5.:471-7E3€ (801 266-C720C (@15, 776-236¢
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DAILY PROGRESS REPORT '
Job No. FC88-3796 Report No. 35 Date July 12, 1988
Project Vulture Mine Heap Leach
Location 15 miles South of Wickenburg, Arizona
Client A. F. Budge (Mining) Ltd.
Contractor Mava
Superintendent Floyd Willett
Weather Sunny and warm

Met with Larry Gutierrez of Field Liner Services and walked leach pad

and repaired all visible leaks using the extruder. Walked the channel di-

version area with Floyd and found the riprap in satisfactory condition.

Channel looks good.

PHOENIX

SHB Representative  Daniel R. Lewis

TUCSON ALBUOQUEROUE SANTA FE SALT LAKE CITY EL PASC

1602 272-684FE (602 752-2778 (5051 BB4-0850 (50547 1-7836 1801 : 266-C720 (815.778-2368
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DAILY PROGRESS REPORT

Job No. FC88-3796 Report No. 36 Date July 13, 1988
Project Vulture Mine Heap Leach

Location 15 miles South of Wickenburg, Arizona

Client A. F. Budge (Mining) Ltd.

Contractor Mava

Superintendent Floyd Willett

Weather Sunny and warm

Met with Floyd Willett and Nick LaFronz and went over final drainage.

1t was decided that the drainage would be best addressed when Budge has

everything in its place before proper drainage protection could be done.

Nick gave his final approval on project.

SHB Representative Daniel R. Lewis

PHOENIX TUCSON ALBUQUEROQUE SANTA FE SALT LAKE CITY EL PASCOC
(6021 272-684E (6021 782-277¢ (5051 BB4-0850 (505:471-7636 (8O1) 266-0720C (815, 776-336¢




To: Anthony F. Budge

From: Carole A. O'Brien
Date: July 5, 1988
Ordered small floral arrangment for P. LaHue from AFB

Will be leaving office at 8:45 to go to Vulture.

Following is a request in form of memo from Bob Hodder for

$500 for some oxygen isotope studies. These studies have a
50/50 chance of proving supergene theory of mineralization at
UVX. The request was directed at me rather than Ron (maybe

I am soft touch), because I am believed to be more appreciative
of the merits of the science!

Crews at UVX broke into a drift that was not supposed to be
there. It is not a surveying problem; just an old drift not
mapped. Pete hired two miners; will be working back on 800 level
tomorrow.

Have only been able to obtain wage data from Echo Bay's Congress
operation so far. They are paying miners $12.50/hr.; mechanics,
$12/hr.; and truck operators, $10/hr. They are working on
developing a bonus plan but have none as yet. Should have some
wage data from Stan West by end of the week.

Will try to give you full report on activities at Vulture
tomorrow when I return.



DECONCINI McDONALD BRAMMER YETWIN & LACY

A PROFESSIONAL CORPORATION

ATTORNEYS AT LAW

EVO DeCONCINI (I1901-19886) 2525 EAST BROADWAY BOULEVARD, SUITE 200

JOHN R. McDONALD
RICHARD M. YETWIN
DINO DeCONCINI
WILLIAM B. HANSON
DAVID C. ANSON
SPENCER A. SMITH
DENISE M. BAINTON
LUIS A. OCHOA
GARY F. URMAN

PLEASE REPLY TO

Carole A.

TUCSON, ARIZONA 857I6-5303
J. WM. BRAMMER, JR. (602) 322-5000

JOHN C. LACY FAX: (602) 322-5585
ROBERT M. STRUSE

JOHN C. RICHARDSON
JAMES A. JUTRY

MICHAEL R. URMAN August 2 1988 3030 NORTH THIRD STREET, SUITE 200
KAREN J. NYGAARD 4 PHOENIX, ARIZONA 85012-3002
SUSAN E. MILLER (602) 241-0100

FAX: (602) 241-8533

TUCSON

O’Brien VIA FACSIMILE

A.F. Budge (Mining) Limited
4301 North 75th Street
Suite 101

Scottsdale, AZ 85251-3504

-

Re: Vulture Mine Inspection; Proposed Response to
Alleged Violation of R11-1-2231(b)

Dear Carole:

I have reviewed the proposed letter to the State Mine
Inspector in response to the assertion of a violation of Ariz.
Comp. Rules & Regs. R11-1-2231(b). I have enclosed a proposed

redraft for your consideration.
letter as it is eventually transmitte

bpm

lease send me a copy of the

, Very truly yours,

Lacy

John C.

Enclosure

0802881042.jcl2.840127




August 2, 1988

James H. McCutchan

State Mine Inspector

1616 West Adams, Suite 411
Phoenix, Arizona 85007-2627

Re: Health and Safety Inspection Report
Date of Inspection: July 14, 1988
Mine Location: Vulture Mine, 14 Mi. South of Wickenburg

Dear Mr. McCutchan:

We have reviewed the Health and Safety Inspection Report concerning
the Vulture Mine made by James Matt and Angel Olvera, dated July 14,
1988. We appreciate the observations made by your team and I am
enclosing a copy of a letter prepared by Sergent, Hauskins & Beckwith,
Consulting Geotechnical Engineers, addressing the safety issue related
to the leaching ponds. The plan proposed by our consultants is being
implemented.

The report cited a violation of Administrative Rules and Regs. R1l1-
1-2231(b) and your representatives have suggested that an additional
separate safety pond be constructed to receive run-off or overflow
from the pregnant solution pond and the barren pond. The provisions
of the applicable regulation states:

An overflow safety pond or similar solution retention
area shall be constructed to receive and contain all
potential overflow from the leach pad and pregnant
solution pond.

In the case of the Vulture Mine operations, the barren and pregnant
solution ponds were designed and sized to accommodate all potential
overflow. Also, the diversion ditch to the northwest of the ponds was
constructed to protect the operation in the event of any possible
flooding during storms including the improbable 100 year flood event.
The engineering of the ponds is such that at no time will the ponds be
filled in excess of 50% of their capacity. Therefore, it is our
position that the construction as engineered satisfies the regulation.
We would certainly be willing to consider the construction of such an
overflow pond at some time in the future if operations at the facility
are expanded to such an extent that a specified capacity (75% for
example) is exceeded.




Your comments and suggestions regarding other safety measures are
very much appreciated. It is our intention to comply with all rules
and regulations regarding the safety of our employees and the
protection of the environment. Your comments related to the conflict
between your regulations and our permit from the Department of
Environmental Quality is disturbing, however, and I would appreciate
your assistance in clarifying these specific items with DEQ. We will
adopt whatever procedures as will be acceptable to all concerned using
the best available technology for effectively controlling spills and
”"neutralizing” (not being used in the chemical definition sense) the
cyanide.

Sincerely yours,

Carole A. O’Brien
bpm

0802881040.jcl2.840127
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MEMDO

—
T8 Ron Short{ Carole 0'Brien,' Anthony Budge

FROM: Don White
DATE: July 21, 1988
SUBJECT: Silver Queen submittal

I have studied the Silver Queen silver-bearing quartz vein at Carol's
request, on behalf of Budge. Unless you're interested in the whys and where-
fores, read no further, for there is nothing there of much potential.

I visited the property, ten unpatented claims south of Goodwin in the
Bradshaw Mtns (see claim notices, map) in the company of two of the three
clajmants, on Sunday, July 10, 1988. The two claimants there were:

Ben Goldman; used car salesman
Classic Auto Sales

510 E. Dunlap

Phoenix, AZ 85020
(602-997-7207)

Jewell (Tex) Liles; realtor
West USA Realty

11022 N. 28th Dr.

Suite 170

Phoenix, AZ 85029

(Res: 602-848-8118)

The third claimant is:

Brooks W. Copeland; retired miner, prospector
130 S. Rush St.
Prescott, AZ 86303

Mr. Goldman and Mr. Liles are both in their late 60's while Mr. Copeland must be
late 80's. They have jointly held the claims some eight years and are getting
too old to have much further interest in them. Ben Goldman says they're "asking
$150,000." for outright sale of the claims.

Goldman and Liles led me to the claims and showed me the highlights of
the workings. They could produce no maps, no reputable assays (two certificates
attached, both by "flukey", long-since-closed assay businesses) and clearly had
no understanding of the geologic or economic (in)significance of what they were
showing.

I stayed several hours after Goldman and Liles short visit so as to walk
out the length of the vein, traverse in search of parallel veins, and to sample
where appropriate. The attached sketch map shows sample sites by number, with
assays and sample descriptions also attached.

The more determinative observations are:
1) There is no silver or gold to speak of.






2y

Ron Short, Carole 0'Brien, Anthony Budge
July 21, 1988
Page 2

2) The vein is overall exceedingly narrow, prone to pinching out almost
entirely within just a few feet. The greatest thickness is five feet
at the N. adit.

3) There are offsets of the vein by post-mineral shears.

4) There are no decently mineralized parallel veins or structures.

5) The wall rock, though locally cut by thin quartz and calcite veinlets,
is barren.

What T1ittle silver does occur is probably as argentiferous galena and
associated with other sulfides (chalcopyrite, pyrite) in the quartz. Indeed
high grade pockets could occur and probably have been found (tunnels caved now)
but they would be very small and unlikely to pay for the Tean intervals
between.

No further interest is justified in the Silver Queen property.
DW:sk

Attachments
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Page 1

LAB JOB #: AFB02779

Client name: A.F. Budge (Mining) Ltd.

4301 N, 75th St.
Suite #101
Scottsdale, AZ
(602) 945-4360/778-3140

Billing address:

Phone number:

ANALYTICAL REPORT

20-Jul-88

ATTN: Carole A. O'Brien

No. Samples: 12
Date Received: 07-10-88
Submitted by: Don White

85251-3504

INVOICE ATTACHED

<Olver  Gueen JZiméﬁi

FA/AA Fire Assay
Client ID Lab ID Au Ag Rooc ke (wjﬂki “crays
e Galten  omlfom G ket - oo
 and & ke bnith Semed, Frm
SQ—]. Efe’.{}\ w_& 7‘52 + FeOx 2779— 1 0.002 0-85 /#4::k ue‘,:‘ P /l—"x/g"?/olﬂf J‘w‘i"A/, «.ﬁzra—'j
] Lein /omcke: 4 /it )M‘J\ VA% #‘, ._/
SQ-2 Ok ++ R0k 2779- 2 0.003 Co10 = Gome <de a0 #/ bt colerbed A
rioc FROx rich, Feramoiny <G
SQ-3 hz + Furmdie 2779- 3 <.001 10— [P Rk ghotou 06, N cde o rad,
e UC“" »500",1/ ,;.L mRIA ve,
SQ-4 (f2 + dur.  2779_ 4 <.001 1.86 - ~ Yuch Fh-tour |
: ’iz g - yeir\, "'?O/W d'D/’UM /"
SQ-5 W4, bl g2 2779- 5 <.001 <. 10 ~ #-wch e .
7 3 \ LR-C ~ A o Mj/r
SQ-6 Well rock 'A?fé’xg 2779- 6 0.003 <.10 - ~ /) ‘ether .n)e o+ L % |
\ \ b
SQ-7 Gk *hurfRd 2779- 7 0.001 0.13 - ~2FF Bk man ven,
“ 2 - | fal‘ﬁm—,q“y# ned,
SQ-8 &+ dwr M0 ()2770- g <.001 .00~ ~2W s e 5 Jrroyn fich o
SQ-9  pPhebuwr tluo 2779- 9 0.001 0.12 - SPHL- Poi cler  F M oY
Cf(n'nlmfe
SQ-10 Wall vock <SR9 2779- 10 <.001 0.08 = ~// eMler ode of R~ -ZT%
\
SQ-11 (¥ 1RO +qal+tu0 2779- 11 0.006 0.63 - fhnadeobbed qalena coprec oxide < Fowrsh
Q & N J o o g% N, jaﬁd J ,I
SQ-12 &% Sy tpy @J, 2779- 12 0.004 3.53 — phed-cdbed e cdhlem il cock JRD

+&&/ Cu O,

o halle A Ay
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ROCKY MOUNTAIN GEOCHEMICAL LABORATORIES
519 North Washington Ave. MW

. A 6301 '
GGme Jdvee | PRESCOTI ARZONA 8630 Bhaag= G Miga
‘e 58//Lrne e)lfezib? = f:)u,,\ A V:Adfrh /évnl. book
CHEMICAL ANALYSIS CERTIFICATE ()CW>
Date February 13, 1979 Page | of |
Client Tex Lyles Submitted by T. Lyles

Date Received 2/ 10/79

Report on 4 Kock Samples
Analysis 5 vER, GOLD

Rewarks Atomic Absorption method used.

(Troy 0z. per Ton)

SAMPLE NO. SILVER GOLD
#1 0.18 0.01
F2 o7 0.45 0.70 /}4 |
430 516" 0.01 Y wee 19 Jok ~ o, K 14
I
£4 J.30 0.07 L e ad;

4 samples @ $ 3.50 ea. . . . § 14.00

Al values are reported in parts per million unlces specificd otherwise, A minus sign { — ) is to be read “less than' and a plus
sign (+) “greater than.” Values in parenthesis are estimates.  This analyticul repert s the confidential property of tiie above
menticned client and for the protection of this client and oursclves we reserve the vight ta forbid publication or repreduction of
this report or any part thercof without written permission 10,000 ppm == 1% 343 ppm = 1 Troy Or per Ton




FWQ}.meMnd

Hugh S. Thomnas
MONEY METALS ASSAY OFFICE
. . ] . / .
W smotensSUS Y oo i bdinecs [/
Telephone (602) 445-8206
Custom Ore Assaying : 10-9-80 Ariz. Reg. No. 8245

Mr. Ben Goldman

Prescott, Ariz.

Results of Determinations:

Silver Queen Schist:

[ oo X

Gold: 0.912 troy ounces per ton
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NOTICE OF MINING-

Plat of the g

Lode Claim
K ) Placer Claim
--...--' () Millsite

S

‘120‘_,..-

MAP OF SECTIONS

This Clain is /S ZQ feet in length and £ f feet in width, 200 seet

on either .:ide of the center line of the claim, forming a claim in the s ape of a

parallelogram. The general course of the claim i to,

This notice is posted at thew Q QZ corner of the claim, which
location monument is in Section ZQ » Township d M , Range Z M .

The claim is in thoW-ining district npproxinatelylw e

from , Arizona iyﬂdM‘ County.
Date posted / ?APV

Locator Name /S0

Locator Address

Corner monument Corner monument

jusmmuoy pugy

——

Corner monument Corncr monument

soce 1308 mec 741
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o X
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e S e e 2780, |
o 2 e BB s ks s B

olosk ___ . Offlalal &
Rocards of Yovepel Couaty, Arisone, WITNESS my basd ead ofMelal soal the doy and

. 'ﬂ[ndtiwmﬂ— feet long and a 2 fect wide. The distance from the Location monument

6 cackend of thé dlaim 5 TL0 feeting £ L, direction and/SPO teetin

I.M.&_diretﬁm. j
Tkgmﬂmdtbec&dmhfrmtme.totv '
The location of the clsim isin Section /&, Township /A s Renge [: ézﬁ

4

Mining Dﬂ::tW_ County, Arizona.
If amending or .elocating, the previous claim was

recorded in Docket Book

Mining District, County, Arizona.

The location of the claim with reference to a natural object or permanent monument is

Date M IF 0
w1354 na809

© Forms, Inc., 31 West Madison Street, Phoenix, Arizons 83003 / (602) 293-6612 / Porm 39
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MEMO

—_—
T0: Ron Short,(Carole 0'Brien,”’ Anthony Budge
cc: R.W. er

FROM: Don White
DATE: July 18, 1988

SUBJECT: Copper Chief precious metal content

Further to our Verde-district reconnaissance memo (Hodder and White, June 29,
1988), I have come across Copper Chief analytical data in 1922 smelter laboratory
reports (Clemenceau/U.V.X. smelter). They are attached.

The figures bear out our supposition that very desireable precious metal
grades may occur in material spanning the range from "copper-silica ore" through
Gold-Stope-Tike "gold-only ore." The Copper Chief material has historically
been viewed, Tike the U.V.X. silica zone, as a true gossan after sulfide. The
numbers do not necessarily bear that out and it may well represent as much
transported supergene enrichment rather than strict in-situ leaching and residual
enrichment. Either way, what was shipped to the UVX smelter in 1922 was .75 oz/t Au,
20. oz/t Ag, or better than $400./s.t. rock at today's prices. And that was open
pit!

It's that sort of target which Bob and I believe may be hidden by the

Paleozoic and Tertiary cover along and east of the Verde fault zone. Of course
the Tow grade halos, if open pitable, are attractive targets as well.

DW:sk
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f BUDGE'

A.F. Budge (Mining) Limited

4301 North 75th Street

November 28, 1989

Suite 101
Larry W. Beal Scottsdale, AZ 85251-3504
President
V.M.P.,Inc. (602) 945-4630
1414 E. Purdue FAX (602) 949-1737

Phoenix, AZ 85020

Dear Mr. Beal:

This letter is intended to address some of the concerns you
have relayed to our lawyer, John Lacy, via Scott Donaldson. 1In
regards to the Production Bonus, this matter was addressed in our
letter of August 30, 1988, a copy of which is attached. The leak
at our present operations, notification of which you received
from the Department of Environmental Quality, is being controlled
and hopefully, will not effect what little time we have remaining
there.

It is anticipated that all leaching activities will be over
by March of 1990. At that time our lease with you will expire

when we give notice of termination. However, there are still
some areas within the Vulture claim block that we feel warrant
further investigation and exploration. Unfortunately, we cannot

accomplish this work under the existing conditions of the lease.
Such high risk exploration will require substantial funding.

When we first decided to start processing the tailings, gold
was above $430 and we anticipated recovering almost all of our
costs including exploration funds expended 4 years ago. As you
know, gold prices fell and only now are climbing above the
$400/ounce range. We will be lucky to recover our construction
and pre-production costs from the operation. Needless to say,
you have received advance royalties totalling over $250,000 on
gold which will not be recovered from the old tailings.

If we proceed with further exploration at the Vulture we
must negotiate a new lease with reduced payments. Otherwise we
will terminate within the next few months and no further payments
will be due.

What we would like to propose is monthly payments of $2,000
during the period of continued exploration. If this exploration
results in finding an economic deposit, we would propose a buy-
out of the Vulture property. We would need you to determine a
reasonable buy-out price. If that price was $1.0 million, we
would pay this out over a 4-year period, from production, at the
rate of $250,000 per year.

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



L.W. Beal
November 28, 1989
Page 2

We would appreciate it if you would meet with us and discuss
this further. I am wusually at the company's operations in
Jerome, but can arrange to be in Scottsdale on a day's notice.
My telephone number at Jerome is 634-9034, or you can call the
Scottsdale office and leave a message with Carole O'Brien as to
when it would be convenient for us to meet.

Yours very truly,
)

- / 7 gl
- P < -
et AR
L7 s L e il (O

Ronald R. Short
General Manager
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OPTION AND LEASE AGREEMENT

BY THIS OPTION AND LEASE AGREEMENT
effective as of the 1lst day of July, 19&4,

by and between V. M. P., INC., an Arizona corporation,
whose address is Wickenburg, Arizona 85358 ("Lessor"
herein),

and

A.F. BUDGE (MINING) LIMITED, a registered corporation
(No. 1824873) under the laws of England ("Budge"), whose
address is West Carr Road, Retford, Nottinghamshire,
England DN22 7SW,

the Lessor, 1in consideration of the agreements set forth
herein, has granted certain rights to Budge under the
following terms and conditions:

il s Recitals

Lessor is the owner of certain mineral properties 1in
Maricopa County, Arizona, more particularly described 1in
Exhibit A. Budge desires to evaluate the mineral potential
of Property and lease the Property if he deems development is
feasible. It is the understanding of the parties that if
Budge exercises its option, Budge shall form a subsidiary
corporation authorized to transact business in Arizona, and
that such corporation will constitute Budge for the further
provisions of this Agreement.

2. Grant; Definitions

a. Grant - Lessor hereby grants to Budge the sole and
exclusive option to enter into a lease with the Lessor, which
lease shall 1lease and let the Property exclusively unto
Budge, 1its successors and assigns. During the term of the
option Budge shall have the right to conduct Mineral
Exploration and upon exercise of 1its option, Budge shall
thereafter have the right to conduct Mining Activities to
produce, process and market Leased Substances during the term
hereof.

b. Definitions - The words and phrases used 1in the
above grant shall have the following meanings:

(1) The "Property" shall include that certain real
property situated in Maricopa County, Arizona, more



particularly described in Exhibit A attached hereto.

(2) "Leased Substances" shall include, but without
being 1limited to, all soil, sand and gravel, rock, ores,
minerals and mineral rights in, upon and under the Property,
excluding, however, coal, geothermal resources, oil, gas, and
associated hydrocarbon gases.

(3) "Mineral Exploration" shall include those
activities that Budge, in its sole judgment and discretion,
may deem advisable for the purpose of ascertaining any facts
relating to the occurrence of ores and minerals in and under
the Property and the metallurgical and physical properties of
such ores and minerals; including, but not 1limited to,
surface trenching, excavations, geophysical and geocnemical
surveys, drilling, the sinking of shafts for bulk sampling,
and further including the right to wuse the surface for
access, to place and use facilities on the surface and to use
water and other surface resources that may be useful or
convenient in connection with such activities.

(4) "Mining Activities" shall incluade, in aadition
to those activities constituting Mineral Exploration, all
activities related to the mineral development ana mining of
the Property including the right:

-- to mine (by open pit, strip, underground,
solution mining or any other method, including any
method hereafter developed), extract, mill, store,
process, remove and market Leased Substances from
the Property;

-- to place, construct, maintain, use, and
remove such structures, facilities, equipment,
roadways, haulageways and such other improvements
on the surface or subsurface of the Property as
Budge may deem necessary, useful or convenient for
the full enjoyment of all of the rights hnherein
granted;

-- to mix or commingle Leased Substances with//
any other ores produced off the Property, proviaea
that Budge shall first weigh, sample, and assay the
Leased Substances 1in accordance with recognized
industry practice;

-- to conduct any mining upon the Property and
Budge's mining of adjoining or nearby lands as a
single mining operation as if the Property and all
such other properties constituted a single tract of
land, in which event Budge shall have the exclusive
right to wuse structures, facilities, equipment,



roadways, haulageways, and all other appurtenances
installed on the Property for the purpose of
producing, removing, treating or transporting
metals, ores, minerals or materials from adjoining
or nearby property owned or controlled by Budge and
the right to mine and remove Leased Substances from
the Property through or by means of shatts,
openings or pits which may be made in or upon
adjoining or nearby property;

-- to use the surface of the Property to
deposit waste, overburden, surface stripping and
other materials from mining operations on the
Property and adjoining properties being minea with
the Property as a single mining operation; providea
that materials from other 1lanas may not be
deposited on the Property if it woula interfere
with potential mining operations on the Property.

; 4 Term

Unless sooner terminated under the termination provi-
sions hereinafter contained, the term of the option shall be
for one year but may be further extended for an additional
year by Budge. Thereafter, if the option is exercisea, this
Agreement shall be for an term of twenty (20) years
commencing on the effective date of exercise of the option
and for so 1long thereafter as Leased Substances are
continuously produced from the Property. The term may be
extended by reasons of force majeure, as specified in Section
11 hereof. /Upetd€ions shall be deemed continuous as long as
mining, processing or marketing operations do not cease for a
period of more than ninety (90) consecutive days or if the
Property does not produce Three Hundreda Fifty Thousand
Dollars ($350,000.00) in gross sales or stockpiled values of
Leased Substances for any calendar year.

4. Payments to Lessor

a. Option Payments - Buage shall pay Lessor Six
Thousand Five Hundred Dollars ($6,500.00) per month in order
to keep its option to lease in full force ana effect. sSuch
payment shall be payable monthly three months in aavance.
The first payment consisting of Nineteen Thousand Five
Hundred Dollars ($19,500.00) and representing the payment for
the months of July, August, and September, 1984, shall be
payable upon execution of this Agreement. Additionally, it
Budge elects to extend its option for the second year, it
shall pay Lessor a one-time bonus of Twenty-Five Tnousand
Dollars ($25,000.00).

b. Advance Minimum Royalty - At such time Budge
exercises 1its option to lease the Property, the option

-3-



payments (but not any bonus) made to Lessor under the
provisions of subsection a above shall constitute an advance
minimum royalty. Budge shall thereafter pay Lessor 5ix
Thousand Five Hundred Dollars ($6,500.00) per month as an
advance minimum royalty payable in the same manner as set
forth above. Such advance royalties shall be a creait
insofar as they will go toward any monies due Lessor under
the provisions of subsection c of this Section 4.

C. Production Royalty - If Budage mines and markets
Leased Substances from the Property, Budge shall pay to
Lessor a production royalty of a specified percentage of tne
"Net Returns" received by Budge from the sale or other
disposition of Leased Substances. Such percentage shall be
based on the price of gold as determined on the date of sale
or other disposition of Leased Substances according to the
Englehard buying price of industrial bullion on tne date of
sale as follows: If gold is $40G0 or less, 6%; $401 to S$oelU,
7%; $601 to $800, 8%; $801 to $1,000, 9%; $1,001 to $1,2u0,
10%; $1,201 to $1,400, 11%; $1,401 or more, 12%. The term
"Net Returns" shall mean the total dollar value receivea from
the purchaser of Leased Substances, less:

(1) in the case of sale of raw ore or concen-
trates: (a) any weighing, sampling, penalty, processing or
other charges assessed by the purchaser; (b) selling charges;
(c) any sales, severance, dgross production, privilege or
similar taxes assessed on or in connection with the ore or
measured by the value thereof; and (d) the cost of trans-
portation from the Property to the purchaser.

(2) in the case of leaching or other solution
mining techniques in addition to the deductions specifiea in
(1) above, all processing and recovery costs incurred beyond
the point at which the leaching reagents are applied to the
ore being treated (including the cost of reagents) shall be
deducted from the selling price.

If ores or concentrates are processed at a smelter or other
facility owned, operated or controlled by Budge or treated on
a toll basis for Budge, the selling price shall be computea
in the above manner with deductions for all charges ana items
of cost equivalent to the deductions set forth above ana in
any case not more than woula be available at the nearest
purchaser otherwise willing to accept such Leasea Substances.

d. Payment of Production Royalty - Production royalty
paid to Lessor hereunder shall be due and payable within
thirty (30) days after the end of each calendar quarter for
those Leased Substances sold and a settlement sheet received
during the applicable calendar quarter after first deducting
any advance minimum royalty paid for the applicable annual




period under Section 4b hereof. All production royalty shall
be accompanied by the settlement sheets or a similar state-
ment showing the basis upon which the payment was computed.

e. Method of Making Payments - All payments required
hereunder may be mailed or deliverea to Lessor's address or
to any single depository as Lessor may instruct. Upon making
payment to the authorized agent or depository, Budge shall be
relieved of any responsibility for the distribution of such
payment to Lessor. The delivery or the deposit in the mail
of any payment hereunder on or before the due date thereof
shall be deemed timely payment hereunder.

f. Fractional Interest - All payments under this
Agreement, unless specified otherwise, are based on a grant
by Lessor of full undivided rights and title to the Property.
If Lessor's interest in the Property or any compensable
damage or improvement is less than such full interest, all
payments made nereunder shall be paid in the same proportion
thereof as the undivided rights and title actually owned by
Lessor bear to the entire undivided rights and title to the
Property, the areas included therein, or any compensable
damages or improvements.

54 Inspection

Lessor and its agents authorized in writing, at Lessor's
risk and expense, may (1) enter upon the Property to inspect
the same at such times and upon such notice to Buage as shall
not unreasonably or unnecessarily hinder or interrupt the
operations of Budge, and (2) inspect the accounts and records
used in calculating production royalty paida to Lessor
hereunder, which right may be exercised, at any reasonable
time during a period of one (1) year from and after the date
on which the applicable quarterly payment of production
royalty was made. Lessor agrees to treat all information
received hereunder as confidential and not to disclose the
same without prior permission of Budge.

6. Obligations of Budge

a. Conduct of Cperations - All work performea by Budge
on the Property pursuant to this Agreement shall be done in a
good and workmanlike manner and in compliance with all state
or federal laws and regulations governing such operations.

b. Weights and Analysis - In all cases where ore or
concentrates are stockpiled off the Property or comminglea
with ore or concentrates not mined from the Property, Budge
shall measure ore, weigh other product, and take ana analyze
samples thereof, in accordance with sound mining and metal-
lurgical practice, and keep accurate recoras thereof as a




basis for computing royalty payments, which recoras shall be
available for inspection by Lessor in accordance with Section
5.

Cs Protection from Liens - budge shall pay all
expenses 1ncurred by it in 1its operations on the Property
hereunder and shall allow no liens arising from any act of
Budge to remain upon the Property; provided, however, that
Budge shall not be required to remove any such lien as long
as Budge 1is contesting in good faith the validity or amount
thereof.

d. Indemnity - Budge shall indemnify Lessor against
and hold Lessor harmless from any suit, claim, Jjudgment or
demand whatsoever arising out of negligence on the part of
Budge in the exercise of any of its rights pursuant to this
Agreement, provided that Lessor, or any one of them, or any
person or instrumentality acting on its benalf, shall not
have been a contributing cause to the event giving rise to
such suit, claim, demand or judgment. Budge shall maintain
insurance to support the indemnification requirea by this
Agreement and provide Lessor with copies of such policies or
a certificate of such insurance showing the amount of
coverage.

e. Payment of Taxes - Budge shall pay all taxes leviead
against its improvements on the Property. In the event of
commercial development of the Property, Budge shall pay all
ad valorem taxes assessed against that amount of the Property
used in such commercial development and shall, in adaition,
pay all taxes related to production of Leased Substances from
the Property, subject to Budge's right to dedauct the amount
of such production-related taxes from the dollar value
received from the purchaser of Leased Substances 1in the
computation of Net Returns under the provisions of subsection
c(l)(c) of Section 4. Lessor shall pay, before aelinguency,
all other taxes and assessments on the Property and
improvements of Lessor thereon. In no event shall Budge be
liable for any taxes levied or measured by income of Lessor,
or for taxes applicable to or levied against or baseda upon
advance or production royalty payments made to Lessor under
this Agreement. Budge shall have the right to contest, in
the courts or otherwise, the validity or amount of any taxes
or assessments, before it shall be required to pay tne same.
Budge shall have the right, at its sole discretion, to pay
any delinquent property taxes, together with interest,
penalties and charges, that are the responsibility of the
Lessor, the payment of which shall be a credit against
payments thereafter to be made by Budge under the provisions
of Section 4. If this Agreement is terminatea or otherwise
expires, all ad valorem taxes that are Budge's responsibility
shall be prorated as of the date Budge has removed its




improvements from the Property or Lessor agrees to their
abandonment.

f. Work Requirements -

(1) Budge agrees to perform assessment work
(unless excused, suspended or deferred) for the benefit of
the unpatented mining claims included within the Property for
each assessment year during which this Agreement continues in
force beyond July 1 of the applicable assessment year. The
work performed shall be of a kind generally accepted as
assessment work, and Budge shall expena the total amount
sufficient to meet the minimum requirements with respect to
all of the unpatented claims. Lessor acknowledges and agrees
that the mining claims included within the Property are one
contiguous group and that development and exploration work on
any one or more of the claims will be for the benetit of all
of them. Lessor further agrees that if Budge acquires a
right to explore areas adjacent to the Property by location,
purchase, lease or option, Budge shall have the right to
perform assessment work required hereunder pursuant to a
common plan of exploration or development of all the areas,
claims or groups of claims, whether performed on or off the
Property.

(2) During the term of the option, Budge shall
expend in the conduct of exploration ("Work") not less than
Fifty Thousand Dollars ($50,000.00). The nature, place and
conduct of such Work shall be at the sole discretion of
Budge, so long as such Work benefits the exploration,
development or mining of the Property. The amount of the
expenditures shall be determined by the direct cost to Budge
of Work performed, the salaries, expenses and benefits burden
of Budge's employees or consultants performing Work.

g. Improvements and Structures on the Property - Buage
shall conduct all of its operations under this Agreement in
such a way as to avoid, whever possible, damage to any and
all improvements on the Property. If any such improvements
are destroyed or rendered non-usable by operations of Budge,
Lessor shall be compensated for the reasonable value thereof.
The value shall be the replacement cost for comparable
improvements. Prior to conducting any activities that might
damage or destroy an existing structure on the Property,
Budge shall notify Lessor, and Lessor may elect within the
following thirty-day period, to move such structure in which
case Budge shall pay one-half of the cost of such move to a
point designated by Lessor not more than one-half mile from
the existing location of such structure.

h. Reclamation - At the conclusion of any operations
contemplated under this Agreement, Budge shall undertake or




shall have completed those reclamation and land restoration
measures as may be required by state or federal law and
regulations for those lands disturbed or conditions created
by activities of Budge under this Agreement. In any case,
prior to the commencement of mining operations unaer tnis
Agreement, Budge shall provide Lessor with a reclamation plan
to be put into effect where portions of the Property are no
longer needed for mining and production related activities
permitted under this Agreement. Such plan shall include at a
minimum (i) the segregation and saving of topsoil during
exploration and mining operations, (ii) the measures that
will be taken to control erosion, landsliaes, and water
runoff, (iii) the 1isolation, removal or control of toxic
materials, and (iv) the reshaping of the areas disturbeaq,
application of the topsoil, and revegetation of aisturbea
areas, where reasonably practicable.

7. Title Matters

a. Representations and Warranties - Lessor represents
and warrants to Budge that: (1) Insofar as the Property
includes fee lands, the Lessor owns the entire undividea
title to the Property, including the surface and mineral
estate, and has the exclusive possession thereof; (2) insofar
as the Property includes unpatented mining claims, the claims
have been located and appropriate record made thereof 1in
compliance with the laws of the Unitea States and the laws of
Arizona, the assessment work for the year ending September 1
prior to the effective date of this Agreement has been
performed and appropriate record made thereof in compliance
with applicable law, and there is no claim of adverse mineral
rights affecting such claims; (3) with respect to the
Property as a whole, except as specified 1in Exhibit A,
Lessor's title or possessory right to the Property is free
and clear of all liens and encumbrances, ana (4) the Lessor
has the full right, power and capacity to enter into this
Agreement upon the terms set forth herein.

b Title Documents - Upon written request of Budge at
any time during the term hereof, Lessor shall promptly
deliver to Budge all abstracts of title to and copies of all
title documents affecting the Property which Lessor has in
its possession.

S, Title Defects, Defense and Protection - If -- (1)
in the opinion of counsel retained by Buage, Lessor's title
to any of the Property 1is defective or less tnan as
represented herein, or (2) title to any of the Property is
contested or questioned by any person, entity or governmental
agency -- and if Lessor is unable or unwilling to promptly
correct the defects or alleged defects in title, Budge may
attempt, with all reasonable dispatch, to perfect, defend or




initiate litigation to protect such title. In that event,
Lessor shall take such actions as are reasonably necessary to
assist Budge in its efforts to perfect, defend or protect
such title. If title is less than as represented in this
Section ﬂf?then (and only then) the costs and expenses of
perfecting, defending or correcting title (including, but
without being limited to, the cost of attorney's fees and the
cost of releasing or satisfying any mortgages, liens and
encumbrances), shall be a credit against payments thereafter
to be made by Budge under the provisions of Section 4, unless
the encumbrance or dispute arises from Budge's failure to
perform obligations hereunder (in which case such costs snall
be borne by Budge).

d. Lesser lnterest Provisions - If the rights and
title granted hereunder are less than represented herein,
Budge shall have the right and option, without waiving any
other rights it may have hereunder, to reduce all payments to
be made to Lessor hereunder in the proportion that the
interest actually owned by Lessor bears to the interest as
represented herein.

e. Amendment and Relocation of Mining Claims - Budge
shall have the right to amend or relocate in the name of
Lessor the unpatented claims which are subject to this
Agreement which Budge, in its sole discretion deems advisable
to amend or relocate. Where Budge has notified Lessor of
such actions taken or to be taken, and Lessor has approvea
such actions, Budge shall not be liable to Lessor for any act
(or failure to act) by it or any of its agents in connection
with the amendment or relocation of such claims as long as
such act (or omission) is not made in bad faith.

£ Patent Proceedings - Upon request of Budge at any
time or times during the term of this Agreement, Lessor
agrees to undertake to obtain patent to any or all of the
unpatented mining claims which are subject to this Agreement.
Budge shall prepare all documents and compile all data and
comply in all respects with the applicable law, all at the
expense of Budge. Lessor shall execute any and all documents
required for this purpose and shall cooperate fully with
Budge in the patent application proceeaings subsequent
thereto. If Lessor begins such proceedings and Budge
thereafter requests Lessor to discontinue such proceedings,
or if this Agreement is terminated while proceeaings are
pending, Budge shall have no further obligation with respect
thereto except to pay any unpaid expenses accrued 1in such
proceedings prior to its request to discontinue or prior to
termination, whichever occurs first.

g. Change of Law - If the laws of the United States
concerning acquisition of mineral rights on federally managed




lands is repealed, amended, or new legislation is enactedq,
Budge shall have the right to take whatever action it deems
appropriate to preserve a right to explore for, adevelop, and
mine Leased Substances. If Budge elects to take any action
under the terms of this subsection, it shall first notify
Lessor in writing setting forth the nature of the proposed
action and an explanation thereof. Lessor agrees to
cooperate with Budge and execute whatever documents are
deemed necessary by Budge to accomplish such action. Nothing
in this subsection shall impose any obligation upon Budge to
take any action, or diminish the right of Lessor to take
action it deems appropriate; provided, however, that it
Lessor chooses to take any action, it will first inform Budge
of the nature of such contemplated action.

h. General - Nothing herein containea and no notice or
action which may be taken under this Section 7 shall limit or
detract from Budge's right to terminate this Agreement in the
manner hereinafter provided.

8. Termination; Removal of Property; Data

a. Termination by Lessor - If Budge aefaults in the
performance of its obligations hereunder, Lessor shall give
Budge written notice specifying the default. If the default
is not cured within thirty (30) days after Budge has receivea
the notice, or if Budge has not within that time begun action
to cure the default and does not thereafter diligently
prosecute such action to completion, Lessor may terminate
this Agreement by delivering to Budge written notice of such
termination, subject to Budge's right to remove its property
and equipment from the Property, as hereinafter provided. If
Budge in good faith disputes the existence of a default,
Budge shall initiate appropriate action 1in a court of
competent jurisdiction within the 30-day period and the time
to cure shall run from the date of a final determination that
a adaefault exists. Lessor shall have no right to terminate
this Agreement except as set forth in this subsection a of
Section 8.

b. Termination by Budge - Budge shall have the righnt
to terminate this Agreement at any time upon sixty (6u) days
prior written notice from Budge to Lessor. From ana after
the date of termination, all right, title and interest of
Budge under this Agreement shall terminate, and Budge shall
not be required to make any further payments or to perform
any further obligations hereunder concerning the Property,
except payment and obligations, the due dates for the payment
or performance of which occur prior to the termination date,
including the obligations relatea to damages to the surtace
and improvements thereon.
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Ce Removal of Property - Upon any termination or

expiration of this Agreement, Budge shall have a perioa ot
six (6) months from and after the effective aate ot
termination within which it must remove from the Property all
of its machinery, buildings, structures, facilities,
equipment and other property of every nature and description
erected, placed or situated thereon, except supports placed
in shafts, drifts or openings in the Property. Failure of
Budge to so remove tne same shall constitute an abandonment
by Budge to Lessor of the same; provided, however, that Buage
may still be required to remove such property upon notice
from Lessor at any time during the six-month period and
thirty (30) days thereafter. Lessor may also, within fifteen
(15) days after such notice of termination by Buage, elect to
purchase any structures placed on the Property by Buage. The
purchase price shall be determined by an independent
appraiser mutually satisfactory to the parties which
appraisal shall be final. Lessor shall tender the amount of
such appraisal in legal tender of the United States within
thirty (30) days after completion of the appraisal.

d. Delivery of Data - If this Agreement is terminateaq,
upon written request given by Lessor within thirty (30) days
of said termination, Budge shall, within a reasonable time,
furnish Lessor copies of all available noninterpretive
exploration, development and mining data pertaining to the
Property prepared by or for Budge.

e. Relinguishment of Record - If this Agreement is
terminated or otherwise expires, Budge shall provide Lessor
with a recordable document sufficient to provide notice that
Budge no longer asserts rights to the Property under this
Agreement.

9. Notices

Any notice or communication required or permitted here-
under shall be effective when personally deliverea or
deposited, postage prepaid, certified or registered, 1in the
United States mail to the addresses specified above. In the
case of notice to Budge, duplicate notice shall be given to
DMEA Ltd., 4203 N. Brown Avenue, Suite F, Scottsaale, Arizona
85251. Either party may, by notice to the other given as
aforesaid, change its mailing address for future notices.

10. Binding Effect; Assignment

Neither party shall assign its rights in this Agreement
or the Property without the prior written consent of the
other party, which «consent shall not be unreasonably
withheld. This provision shall not apply to mergers,
transfers through operation of law, or sales and assignments
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to subsidiaries of the parties, their corporate parents or
subsidiaries of their corporate parents. A subsidiary snall
be deemed any corporation or other entity in which the party
or its parent owns or controls a majority of the stock or
interest.

11. Force Majeure; No Implied Covenants

If Budge is delayed or interruptea in or prevented from
exercising its rights or performing its obligations, as
herein provided, by reasons of "force majeure," then, and in
all such cases, Budge shall be excused, without liability,
from performance of its obligations set fortn in this
Agreement (except as to obligations set forth in Sections 4
and 6), but the provisions shall again come into full force
and effect upon the termination of the period of delay, pre-
vention, disability or condition. "Force majeure" includes
all disabilities arising from causes bpbeyond the reasonable
control of Budge; including, without limitation, acts of Godg,
accidents, fires, daamages to facilities, 1labor troubles,
unavailability of fuels, supplies and equipment, orders or
requirements of courts or government agencies, the inability
to obtain environmental clearance or operating permits that
may be required by governmental authorities, or 1if the
prevailing 1levels of operating costs in relation to pre-
vailing levels of prices makes it economically impractical
for Budge to conduct production operations. It is expressly
agreed that no implied covenant or condition whatsoever snall
be read into this Agreement relating to any time frame as the
measure of diligence for prospecting, mining, or any
operations of Budge hereunder.

12. Boundary Protection

If Budge or Lessor locates mining claims after the
effective date of this Agreement, any part of which claim is
within one mile from the exterior boundaries of the Property
(the "Area of Interest"), such claims shall become part of
the Property (unless in the case of Lessor, Budge elects not
to include such claims) and such additional claims shall
constitute part of the Property as if described herein.

13. Memorandum

The parties to this Agreement agree to execute and
record a Memorandum of this Agreement in a form sufficient to
constitute record notice to third parties of the rights
granted hereunder, which may be recoraed in the official
records of Maricopa County, Arizona.

14. Construction

a. Governing Law - Tnis Agreement shall be construea
by the internal laws but not the laws of conflict of the
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State of Arizona.

b. Headings - The headings used in this Agreement are
for convenience only and shall not be aeemed to be a part of
this Agreement for purposes of construction.

SIGNED, effective as of the date recited above.

LESSOR: BUDGE :
V. M. P., INC. A. F. BUDGE (MINING) LIMITED
| s e
Y fler /{/t M BY A \ \QQQ
rr¥ W. Beal, President . F. Budge, Chai%gan
=} J—



UNITED KINGDOM )

) QL,-\/—-Q
)

Before me, the unaersignea officer, personally appearea

A. F. Budge, known to me to be the Chairman of A. F. Buage

(Mining) Limited, & registered corporation unaer tne laws of

ngland, this 4™ qgay of ﬁlA{meY' , 1964, ana

ledged that he executed the foregoing aocument for ana

EOWL L £ of the corporation with full authority to ao so.

L

k\sff—-_/{ [

- .
Title: NS A ﬁliu
AR

OF ARIZONA )
) SsS.
County of Maricopa )

The foregoing instrument was acknowledged before me tnis

337 day of €7 22 vezals , 1984, by Larry w. Beal, the

President of V. M. P., Inc., an Arizona corporation, for ana
on behalf of the corporation.

My commisslon explres: Notary Public

.._.._._My COM“_S.S.LQ_EKD.LES_A{MU_M_L%" i i 7




EXHIBIT A

The "Property" consists of those certain patented and
unpatented mining claims situated in the Vulture Mining
District, Maricopa County, Arizona, in Sections 24, 25, 26,
27, 34, 35, and 36, Township 6 North, Range 6 West, Sections
16, 17, 19, 20, 21, 28, 29, 30, 31, and 32, Township 6 North,
Range 5 West, Sections 1, 2, and 12, Township 5 North, Range
6 West, and Sections 5, 6, and 7, Township 5 North, Range 5
West, G&SRM, and are more particularly described as follows:

Patented Lode Mining Claims:

Name of Claim Mineral Survey No.
Canon City 1797
Gold Nugget 1797
Astor 2511
Conkling 2511
Custer 2511
Elmore 2511
Hamilton 2511
Jane Elmore 2511
Sheridan 2511
Sherman 2511
Talmage 2511
Van Buren 2511
Pit Gold 2522
Vulture Extension 3146

Unpatented Lode Mining Claims:

The names and place of record of the location notices
of the unpatented lode mining claims in the official records
of the Maricopa County Recorder and the authorized office of
the Arizona State Office of the Bureau of Land Management are
as follows:

Mrcpa Cty Rcds BLM Serial No.

Name of Claim Book /Dkt Page A MC
Central 35 386 71742
Vindicator #1 35 389 71743
Vulture South 35 59 71744
Desert #1 29 595 71745
Desert #5 29 598 71746.
Desert #8 29 596 71747
Desert #9 29 597 71748
Reserve #1 1965 161 71749 .
Reserve #2 1965 162 71750

Reserve #3 1965 1563 71751




Name of Claim

Rosa de Oro
Rosa de Oro #2
Thomas

Vulture North

J.S. Group
1 to 25 inclusive

Desert Group
D-1A, 2, 3, 4, 537,

Mrcpa Cty Rcds

61 71 8A, 9A, 10 to

142 inclusive, 144
to 155 inclusive

Vulture Group

V-1 to 20 inclusive,
V-25 to 81 inclusive,
81A, 82 to 89 inclusive,

90A, 91 to 174
inclusive

B-Lan Group
1 to 21 inclusive,
22, and 23

Zen Group
1 to 21 inclusive

Alan Group
1 to 42 inclusive

Unpatented Placer

Book Page
29 591
29 592
29 593
35 60

7682 390-439
15828 475-781
15828 79-419
15952 600-640
16260 601-603
15952 544-584
15952 451-509
and 16025 518-540

Mining Claims:

BLM Serial No.
A MC

71752
71753
71754
71755

71756 to 71780 inclusive

160603 to 160756 inclusive

160432 to 160602 inclusive

167064 to 167084 inclusive
170741 and 170742

167085 to 167105 inclusive

167034 to 167063 inclusive
170729 to 170740 inclusive

The names and place of record of the location notices of
the unpatented placer mining claims in the official records of
the Maricopa County Recorder and the authorized office of the
Arizona State Office of the Bureau of Land Management are as

follows:

Name of Claim

V.M.P. Claims
1 to 13 inclusive,
18 to 38 inclusive

J.S. Group
1 to 16 inclusive

Mrcpa Cty Rcds

Book Page
11693 739-776
7685 387-402

BLM Serial No.
A MC

77018 to 77051 inclusive

71781 to 71796 inclusive
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FIRST AMENDMENT TO OPTION AND LEASE AGREEMENT
BY THIS FIRST AMENDMENT TO OPTION AND LEASE AGREEMENT
effective February 1, 1985,

by and between V. M. P., Inc., an Arizona corporation,

whose address is Box 20202, Wickenburg, Arizona 85358
("Lessor" herein),

and

A. F. BUDGE (MINING) LIMITED, a registered corporation
under the laws of England, whose address is West Carr
Road, Retford, Nottinghamshire, England DN22 7SW
("Budge"),

the Lessor and Budge, in consideration of mutual promises and
obligations, have modified their Option and Lease Agreement
entered into effective July 1, 1984 (the "Agreement"), as
follows:

1 Exercise of Option

By this Amendment Budge has exercised its option to
lease the Property and the Agreement shall hereafter
consitute a lease of the Property under the terms of the
Agreement as modified by this Amendment.

2 Term

The provisions of Section 3 of the Agreement are hereby
deleted and the following substituted therefor:

Unless sooner terminated under the termination provi-
sions hereinafter contained, this Agreement shall be for
a term that shall remain in force for so long as Budge
makes the payments specified in subsections a or b of
Section 4 and performs annual work as required by
subsection £(1) of Section 6.

3. Payments to Lessor

Subsection a of Section 4 is hereby deleted; subsection
b of Section 4 is hereby deleted and the following substitu-

ted therefor, and a new subsection g of Section 4 is hereby
added as follows:

b. Advance Minimum Royalty - Budge shall pay
Lessor an Advance Minimum Royalty based on the average




Handy and Harmon quoted buying price for industrial gold
bullion for the two-month period preceding the due date
of the applicable payment as published in the Wwall
Street Journal. The amount payable shall be calculated

based on the following scale:

H&H Price/Ounce Monthly Payment
Less than $266.99 $2,500.00
$267.00 to $299.99 $3,000.00
$300.00 to $333.99 $3,500.00
$334.00 to $366.99 $4,000.00
$367.00 to $399.99 $4,500.00
$400.00 to $433.99 $5,000.00
$434.00 to $466.99 $5,500.00
$467.00 and above $6,000.00

Such Advance Minimum Royalty payments shall be payable
monthly in advance on or before the fifth day of the
month. percent ( %) of all Advance
Minimum Royalties paid under this provision shall be a
credit insofar as they will go toward any monies due
Lessor wunder the provisions of subsection ¢ of this
Section 4.

g Production Bonus - If Budge elects to commence
mineral production on the Property, Lessor shall be paid
a one-time bonus of Seventy-Five Thousand Dollars
($75,000.00). The decision to commence production shall
occur when Budge commits to the expenditure of funds for
a full-scale development of the Property based on the
conclusions of a feasibility study and shall not include
a pilot plant, bulk sampling or other 1large volume
metallurgical or mine testing. The production bonus
shall be paid on or before thirty (30) days after
Budge's announcement to its stockholders that any
necessary financing has been secured and that production
will commence.

4. Termination

The provisions of subsection b of Section 8 are hereby
modified to eliminate the requirement of sixty days' notice
for termination by Budge. The effective date of any
termination shall be upon the giving of notice as provided by
Section 9, subject specifically however, to the obligation to
perform assessment work if the Agreement is terminated after
July 1 of any year.

5. Notice

The address for duplicate notices to Budge is hereby
changed to DMEA Ltd., 7340 E. Shoeman Lane, Suite 111 "B"(E),
Scottsdale, Arizona 85251.
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6. Ratification

Except as specifically modified herein, the Option and
Lease Agreement remains in full force and effect.

SIGNED, effective as of the date recited above.

LESSOR: BUDGE :
V. M. P., INC. A. F. BUDGE (MINING) LIMITED
By By

Larry W. Beal, President A. F. Budge, Chairman



UNITED KINGDOM )
) SS.

)

Before me, the undersigned officer, personally appeared
A. F. Budge, known to me to be the Chairman of A. F. Budge
(Mining) Limited, a registered corporation under the laws of
England, this day of , 1985, and
acknowledged that he executed the foregoing document for and
on behalf of the corporation with full authority to do so.

Title:
STATE OF ARIZONA )

) ss.
County of Maricopa )

The foregoing instrument was acknowledged before me this
day of March, 1985, by Larry W. Beal, the President of

V. M. P., Inc., an Arizona corporation, for and on behalf of

the corporation.

My commission expires: Notary Public

3, 5_56



BUDCE: A.F. Budge (Mining) Limited
- E ge ( g)
4301 N. 75th Street, Sui:e 101

Scottsdale, AZ 85251-3504
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Counce
« BUDGE ;

A.F. Budge (Mining) Limited

P.O. Box 143 4301 North 75th Street P.O. Box 20878
Clarkdale, AZ 86324 Suite 101 Wickenberg, AZ 85358
(602) 634-7712 Scottsdale, AZ 85251-3504 Mobile (602) 376-9056

(602) 945-4630
FAX (602) 949-1737
August 30, 1988

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Larry W. Beal
President
V.M.P.,Inc.

1414 E. Purdue
Phoenix, AZ 85020

Re: Production Bonus; Option and Lease Agreement
Dated July 1, 1984, as Amended by First
Amendment to Option and Lease Agreement
Effective February 1, 1985

Dear Mr. Beal:

You recently inquired about the payment of a production
bonus arising out of the current efforts of A.F. Budge (Mining)
Limited to commence a reprocessing operation on mineral tailings
near the Vulture Mine site.

Under the terms of subsection g of Section 4 of the
referenced agreement as amended, if Budge elects to commence
mineral production on the property, V.M.P. is to be paid a one-
time production bonus of $75,000. The commencement of production
occurs when:

« « =« Budge commits to the expenditure of funds for a
full-scale development of the Property based on the
conclusions of a feasibility study and shall not
include a pilot plant, bulk sampling or other large
volume metallurgical or mine testing. The production
bonus shall be paid on or before 30 days after Budge's
announcement to its stockholders that production will
commence.

The activities that we are presently completing concerns the
permitting of activities to reprocess mine tailings from the Pit
Gold patented mining claim and from within portions of the old
Vulture City Townsite.

DIRECTORS: A.F. Budge, O.B.E., C.Eng., F.1.C.E., F.LH.T.; Mrs . Budge; 7602 Clearwater Parkway, Paradise Valley, AZ 85253



L.W. Beal
August 30, 1988
Page 2

The payment of the production bonus is contingent upon "a
full-scale development of the Property" and the reprocessing of
the tailings is not a "mining operation" in the strict sense of
the word although V.M.P. 1is certainly entitled to royalties on
metal values recovered from the tailings. Further, if such
processing were considered full-scale mining, such a construction
might cause considerable problems in the long-range development
of the Property because once "production" commences, the term is
fixed on the continuation of production. As you know, the
reprocessing of the tailings is a relatively short-term activity,
and we both hope that the long-term value from the Property will
be from mining of ore from under the Property. It thus seems
clear to wus that the intent of the parties was that the full-
scale production would constitute a mining operation and not a
short-term reprocessing operation of the mine tailings.

I look forward to our continued association and hope that
our activities can turn up mineralization sufficient to undertake
full-scale mining operation of the V.M.P. property in the near
future.

Antho F. Bud
President

AFB:ca




fannne )
 BUDGE,

A.F. Budge (Mining) Limited

P.O. Box 143 4301 North 75th Street P.O. Box 20878
Clarkdale, AZ 86324 Suite 101 Wickenberg, AZ 85358
(602) 634-7712 Scottsdale, AZ 85251-3504 Mobile (602) 376-9056

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

August 30, 1988

Mr. John Osborne
P.O. Box 1869
Wickenburg, AZ 85358

Dear Mr. Osborne:

A.F. Budge (Mining) Limited has determined that given the
current state of development of the property, your services are
no longer necessary. This notice is effective as of September 1,
1988.

We have appreciated your past assistance and knowledge of
the Vulture property and if your particular knowledge of the
property can be utilized in the future, we will be sure to call.

Very tru ours,
:C‘

Anthon . Bud

President

AFB:ca

DIRECTORS: A.F. Budge, O.B.E., C.Eng., F.I.C.E., F.L.LH.T.; Mrs ]. Budge; 7602 Clearwater Parkway, Paradise Valley, AZ 85253




JOHN R. McDONALD J. WM, BRAMMER, JR.
RICHARD M, YETWIN JOHN C. LACY

DECONCINI McCDONALD BRAMMER YETWIN & LACY

A PROFESSIONAL CORPORATION

ATTORNEYS AT LAW

EVO DeECONCINI (I901-1986) 2525 EAST BROADWAY BOULEVARD, SUITE 200

TUCSON, ARIZONA 85716-5303
(602) 322-5000

FAX: (602) 322-5585
DINO DECONCINI ROBERT M. STRUSE

WILLIAM B. HANSON JOHN C. RICHARDSON

DAVID C. ANSON JAMES A, JUTRY

3030 NORTH THIRD STREET, SUITE 200
SPENCER A. SMITH MICHAEL R. URMAN August 2 6 i 1988 PHOENIX, ARIZONA 85012-3002
DENISE M. BAINTON  KAREN J. NYGAARD '

LUIS A. OCHOA SUSAN E. MILLER (802) 241-0100

S i FAX: (602) 241-8533

PLEASE REPLY TO TUCSON

Carole O’Brien VIA FACSIMILE
A.F. Budge (Mining) Limited

4301 North 75th Street

Suite 101

Scottsdale, AZ 85251-3504

Re: Vulture Mine Agreements; Memorandum of Understanding
Related to John and James Osborne

Dear Carole:

By your facsimile transmission on August 26, 1988, you asked
whether or not A. F. Budge (Mining) Limited was still obligated
to retain the services of Mr. John Osborne pursuant to a
Memorandum of Understanding that was executed between V.M.P.,
Inc. and A. F. Budge (Mining) Limited shortly after execution of
the Option and Lease Agreement effective July 1, 1984.

You may recall that under the terms of the Option and Lease
Agreement, A. F. Budge was permitted a certain period of time to
evaluate the Vulture Mine property to determine whether or not it
wanted to enter into a lease. The provisions of Section 3 of
that Agreement regarding the term states as follows:

Unless sooner terminated under the termin-
ation provisions hereinafter contained, the
term of the option shall be for one year but
may be further extended for an additional
year by Budge. Thereafter, if the option is
exercised, this Agreement shall be for a term
of twenty (20) years commencing on the
effective date of the exercise of the option
and for so 1long thereafter as Leased
Substances are continuously produced from the
Property. . . .

By a First Amendment to Option and Lease Agreement effective
February 1, 1985, Budge elected to exercise its option to enter




DECONCINI McDONALD BRAMMER YETWIN 8 LACY

A PROFESSIONAL CORPORATION
ATTORNEYS AT LAW

Carole O’Brien
August 26, 1988
Page 2

into a lease. Thus, as of February 1, 1985, the option period
terminated.

By the terms of the Memorandum of Understanding, Budge paid
John and James Osborne for services rendered during the period
February 1, 1984, to June 30, 1984, and agreed to pay them
$750.00 per month during the term of the option plus $8.00 per
hour for any services performed in connection with the activities
undertaken by A. F. Budge.

This obligation, however, existed only during the term of
the option, which option was terminated by exercise under the
specific terms of the First Amendment to the Agreement. Thus,
the applicable portion of the Memorandum of Understanding as of
today is the final paragraph providing that:

If Budge exercises its option, the
parties shall negotiate in good faith to
achieve a reasonable use of services that
might be provided by John and James Osborne,
provided, however, that the decision to use
or not use such services shall be within the
sole discretion of Budge.

Therefore, my view is that A. F. Budge, in continuing to use
the services of Mr. Osborne for a period long after the exercise
of the option, was operating under the terms of this last
paragraph and may now use its sole discretion to terminate such
services because such services no longer serve any useful
purpose.

I suggest that a termination letter follow generally the
outline I have attached to this

bpm
Enclosure

0826880320.jcl12.840127




August 26, 1988

Mr. John Osborne

Dear Mr. Osborne:

A. F. Budge (Mining) Limited has determined that given the
current state of development of the property, your services are

no longer necessary. This notice is effective as of September 1,
1988.

We have appreciated your past assistance and knowledge of
the Vulture property and if your particular knowledge of the
property can be utilized in the future, we will be sure to call.

Very truly yours,

Carole O’Brien

bpm

0826880330.jcl2.840127



MEMORANDUM OF UNDERSTANDING

by and between V.M.P., Inc.
and

A.F. BUDGE (MINING) LIMITED

Both parties agree there exists a certain option and
lease agreement, effective July 1, 1984, between V.M.P., Inc.,
Lessor, and A.F. Budge (Mining) Limited, Lessee, relating to
the Vulture Mine Proverty.

For purpose of convenience not related to the terms of
the option and lease, A.F. Budge (Mining) Limited agrees to
pay Three Thousand Dollars ($3000.00) to each James and John
Osborne representing payment for services rendered to Lessor
for the period from February 1, 1984 to June 30, 1984. Budge
further agrees to pay Seven Hundred Fifty Dollars ($750.00)
per month each to such individuals on behalf of Lessor during
the term of the option plus Eight Dollars ($8.00) per hour
for any services performed in connection with activities
undertaken by Lessee.

All parties agree that James and John Osborne are not
to be considered employees or as having any relationship to
Budge.

Budge further agrees to furnish the Osborne Brothers
with approoriate amounts of fuel during the term of the option.
Budge may, as part of this requirement, provide an alternate
electric power source that may reduce fuel requirements.

During the term of the option Budge may conduct an
evaluation of the water well and pumping system on the Property
and if such equipment can be refurbished at a reasonable cost,
within Budge's sole discretion, Budge shall have the right and
authority to do so, including the right to salvage existing
equipment and using the proceeds for replacement equipment.

Any amounts paid under the above provisions shall
constitute "Work" as contemplated by subsection £(2) of
Section 6 of the Agreement.

If Budge exercises its option, the parties shall negotiate
in good faith to achieve a reasonable use of services that might
be provided by John and James Osbore, provided, however, that
the decision to use or not use such services shall be within
the sole discretion of Budge.



SIGNED, effective as of the date recited above.

LESSOR: LESSEE::

V.M.P., INC. A.F. BUDGE (MINING) LIMITED
T i) o L
\//fé;ry W. Beal, President A.F. Budge, Chaifﬁan

UNITED KINGDOM )
) ss.

)

Before me, the undersigned officer, personally appeared
A.F. Budge, known to me to be the Chairman of A.F. Budge (Mining)
Limited, a registered corporation under the laws of England, this
[O™~  day of LT vt » 1984, and acknowledged that he
executed the foregoing document for and on behalf of the corporation
with full authority to do so.

| 3Jfﬂ PSS S

Notary Public

STATE OF ARIZONA )

County of Maricopa )

The foregoing instrument was acknowledged before me this
3/~ day of &’ { , 1984, by Larry W. Beal, the
President of V.M.P., Inc., an Arizona corporation, for and on
behalf of the corporation.

sl

Notary Public

My commission expires:
My Commission Expires April 14, 1987




DMEA Ltd.

Mineral Exploration Advice

Ben F. Dickerson Il

Registered & Certified Geologist 4203 N. Brown Avenue, Suite F
Carole A. O’Brien Scottsdale, AZ 85251
_ Gc_-:-ologist & Associate (602) 945-4630

RECEIPT OF CHECK

I have received Check No.1172 in the amount of Four Thousand Five
Hundred dollars ($4,500.00) in accordance with terms of an agree-
ment between A. F. Budge (Mining) Ltd. and Larry Beal on the Vulture
Mining Property.

Said check covers the following:

Payment as agreed for period from Feb. 1984 to July, 1984
@ $3,000.00

Payment for July and August, 1984 @ $750.00/mo

John Osborne |
L,

Date:éﬁ?ﬁézfézﬁagéf




DMEA Ltd.

Mineral Exploration Advice

Ben F. Dickerson Il

Registered & Certified Geologist 4203 N. Brown Avenue, Suite F
Carole A. O’'Brien Scottsdale, AZ 85251 .
Geologist & Associate (602) 945-4630

RECEIPT OF CHECK

I have received Check No.l1ll73 in the amount of Four Thousand Five
Hundred dollars ($4,500.00) in accordance with terms of an agree-—
ment between A. F. Budge (Mining) Ltd. and Larry Beal on the Vulture
Mining Property.

Said check covers the following:

Payment as agreed for period from Feb. 1984 to July, 1984
@ $3,000.00

Payment for July and August, 1984 @ $750.00/mo

James Osborne

[R/ S (S;\”l_&ﬁ;k,;,
Date: 7//4/ L)
777
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Menill Lynch Cash Management Account’
BEN F. DICKERSON Il 1172

6648 E. JEAN DR.
SCOTTSDALE, AZ 85254

) 25-80
September 1 9 84 440

g Paytothe _______________ John Osborne =--—==========- | ¢ 4,500.00
g -order of $
P e Four Thousand Five Hundred --—------- 00/100 P
BANKONE . =.
BANK ONE, COLUMBUS, NA -~
Columbus, Ohio 43271 ~
paid on behalf of A.F. Budge (Mining) Ltd., pe S
pofemo of understanding: obligations to 4 ‘e

o0 L &7 e »0LLOO0AB0OLE 31757500 Ell"

Merrill Lynch Cash Management Account”
BEN F. DICKERSON i 1173

6648 E. JEAN DR.

SCOTTSDALE, AZ 85254
25-80
September 4 19 84 440

Paytothe  ______ _____ James OSBDOTNE ————— e e
i Ml James Osborne | ¢ 4,500.00

HARLAND DF8

_________ F h i o s e i A
our Thousand Five Hundred 00/100 Dollars

BANKONE. =

BANK ONE, COLUMBUS, NA
Columbus, Ohio 43271

paid on behalf of A.F. Budge (Mining) Ltd.
FoPET_memo of understanding: obligations t

”*O00 4?3 20LLO0O0OB0L 34757500 2w
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FIRST AMENDMENT TO OPTION AND LEASE AGREEMENT
BY THIS FIRST AMENDMENT TO OPTION AND LEASE AGREEMENT
effective February 1, 1985,

by and between V. M. P., Inc., an Arizona corporation,
whose address is Box 20202, Wickenburg, Arizona 85358
("Lessor™ herein),

and

A. F. BUDGE (MINING) LIMITED, a registered corporation
under the laws of England, whose address is West Carr
Road, Retford, Nottinghamshire, England DN22 7SW
("Budge"),

the Lessor and Budge, in consideration of mutual promises and
obligations, have modified their Option and Lease Agreement
entered into effective July 1, 1984 (the "Agreement"), as
follows:

1. Exercise of Option

By this Amendment Budge has exercised its option to
lease the Property and the Agreement shall hereafter
consitute a lease of the Property under the terms of the
Agreement as modified by this Amendment.

2. Term

The provisions of Section 3 of the Agreement are hereby
deleted and the following substituted therefor:

Unless sooner terminated under the termination provi-
sions hereinafter contained, this Agreement shall be for
a term that shall remain in force for so long as Budge
makes the payments specified in subsections a or b of
Section 4 and performs annual work as required by
subsection f£(1) of Section 6.

3 Payments to Lessor

Subsection a of Section 4 is hereby deleted; subsection
b of Section 4 is hereby deleted and the following substitu-
ted therefor, and a new subsection g of Section 4 is hereby
added as follows:

b. Advance Minimum Royalty - Budge shall pay
Lessor an Advance Minimum Royalty based on the average




Handy and Harmon quoted buying price for industrial gold
bullion for the two-month period preceding the due date
of the applicable payment as published in the Wall
Street Journal. The amount payable shall be calculated
based on the following scale:

H&H Price/Ounce Monthly Payment
Less than $266.99 $2,500.00
$267.00 to $299.99 $3,000.00
$300.00 to $333.99 $3,500.00
$334.00 to $366.99 $4,000.00
$367.00 to $399.99 $4,500.00
$400.00 to $433.99 $5,000.00
$434.00 to $466.99 $5,500.00
$467.00 and above $6,000.00

Such Advance Minimum Royalty payments shall be payable
monthly in advance on or before the fifth day of the
month. percent ( $) of all Advance
Minimum Royalties paid under this provision shall be a
credit insofar as they will go toward any monies due
Lessor under the provisions of subsection ¢ of this
Section 4.

g. Production Bonus - If Budge elects to commence
mineral production on the Property, Lessor shall be paid
a one-time bonus of Seventy-Five Thousand Dollars
($75,000.00). The decision to commence production shall
occur when Budge commits to the expenditure of funds for
a full-scale development of the Property based on the
conclusions of a feasibility study and shall not include
a pilot plant, bulk sampling or other 1large volume
metallurgical or mine testing. The production bonus
shall be paid on or before thirty (30) days after
Budge's announcement to its stockholders that any
necessary financing has been secured and that production
will commence.

4. Termination

The provisions of subsection b of Section 8 are hereby
modified to eliminate the requirement of sixty days' notice
for termination by Budge. The effective date of any
termination shall be upon the giving of notice as provided by
Section 9, subject specifically however, to the obligation to
perform assessment work if the Agreement is terminated after
July 1 of any year.

5t Notice

The address for duplicate notices to Budge is hereby
changed to DMEA Ltd., 7340 E. Shoeman Lane, Suite 111 "B"(E),
Scottsdale, Arizona 85251.

-




6. Ratification

Except as specifically modified herein, the Option and
Lease Agreement remains in full force and effect.

SIGNED, effective as of the date recited above.

LESSOR: BUDGE:
V. M. P., INC. A. F., BUDGE (MINING) LIMITED
By By

Larry W. Beal, President A. F. Budge, Chairman




UNITED KINGDOM

)
) ss.
)

Before me, the undersigned officer, personally appeared
A. F. Budge, known to me to be the Chairman of A. F. Budge
(Mining) Limited, a registered corporation under the laws of
England, this day of , 1985, and
acknowledged that he executed the foregoing document for and
on behalf of the corporation with full authority to do so.

Title:
STATE OF ARIZONA )

) ss.
County of Maricopa )

The foregoing instrument was acknowledged before me this

day of March, 1985, by Larry W. Beal, the President of

V. M. P., Inc., an Arizona corporation, for and on behalf of
the corporation.

My commission expires: Notary Public

3,5-56
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02-28-90
ABBIGNMENT AGREEMENT

BY THIS ASSIGNMENT AGREEMENT,
effective March 1, 1990 (the ”"Effective Date”),

by and between A.F. BUDGE (MINING) LIMITED, a Navada
corporation, and its wholly owned subsidiary, CLEARWATER
MINING CORPORATION, an Arizona corporation (collectively
”"Budge”), whose address is 4301 North 75th Street, Suite
101, Scottsdale, Arizona 85251~3504,

and

ARIZONA ONTARIO EXPLORATIONS INC., an Arizona corporation
("AOE1”), whose address is 8433 N. Black Canyon Freaway,
Suite 158, Phoenix, Arizona 85021,

Budge, in consideration of the agreements set forth herein, has

granted certain rights to AOEI under the following terms and
conditions:

1.  Grant.

a. Asgjanment - Budge does hereby assign to AOET (the
"Assignee”), all of its right, title and interest in and under
that certain option and lLease Agreement effactive July 1, 1984,
by and between V.M.P., Inc., as "Lessor” and A.F. Budge (Mining)
Limited, as amended by that certain First Amendment to Option and
Lease Agreement effective February 1, 1985, a shert form of which
is recorded as documant number 86~ of the Official
Records of Maricopa County (the ”Lease Agreement” herein), which
Lease Agreement grants mineral development rights in certain
patented and unpatented mining claims in Maricopa County (tha
“Property” herein), EXCLUDING SPECIFICALLY, any and all rights of
Budge in the Townsite of Vulture City (including access thereto)
as conveyed to Ben F. Dickerson, IIT, by the Superior Court of
Arizona, Maricopa County Cause No. 578525, by that certain
Quitclaim Deed to Unclaimed Townsite Lots, dated March 4, 1987

b, nggnzgiﬂﬁigb;g_g{_ﬂgggg — Budge hereby reserves and
accepts from the foregoing grant and retains unto itself the
right to enter upon the Property for thae purpose of undertaking
any and all activities required to reclaim or detoxify the heap
leach area situated on the Property. Such right shall exist for
a period measured by the lesser of one Year from and after the
Effective Date or the date that the Arizona Department of

Environmental Quality has issued a decision or certification of
detoxification of the heap leach,
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C. Acceptance - The Assignee does hereby accept the
foregoing assignment and does hereby assume all the obligations
of Budge under the terms of the Lease Agreement. AOFI does
hereby further agree to indemnify and hold Budge harmless from
all claims, liabilities, obligations, costs and expenses of any
nature whatsoever, including without limitation, reasonable
attorneys’ fees arising out of any default or asserted default on
the part of Budge under the Lease Agreement agsignaed hereby after
the date hereof; provided, however, that Budge shall indemnify
ACEI and hold AOEI harmless from all ¢claims, 1liabilities,
obligations, costs and expenses of any nature whatsoevar,
including without limitation, reasonable attorneys’ fees arising
out of those matters disclosed in that certain letter of counseil
for V.M.P. dated January 11, 1990.

2. Pavments to Budge

b, Eurther Payments - If Budge or AOEI, or either of them,
is successful in renegotiating the terms of the Lease Agreement
with V.M.P. in accordance with the terms of that certain letter
dated February 28, 1990, to counsel for V.M.P, prior to April 30,
1990 (or AOEI thereafter accepts a counteroffer made by V.M,P.
prior to April 3o, 1990), AOEI shall pay Budge Ona Millien
Dollars ($1,000,000) as further consideration for the assignment,
which amount shall be paid to Budge by four annual installments
of $250,000 each, beginning on the date of AOEI’s “commencement
of mineral production” from the Property (as defined in
subsection g of Section 4 of the Lease Agreement as amended) plus
interest at the rate of ten percent (10%) per annum on the unpaid
balance from such mineral production date.

3. Reassignpent

If, within four (4) years from and after the Effective Date
hereof, AOEI, its successors or assigns, elects to terminate or

otherwise abandon the Lease Agreement, AOEI shall give notice of
such intention to Budge not later t

contemplated action, and Budge shall have tha ri
30-day period, within which to notify AOEI of " its desire to

receive a reassignment of the Lease Agreement without further
congideration to AOEI, its succ

election to receive a reassignment

the Lease Agreement to Budge without warranties except a
claim of title by andg through AOEI.

4. Title Matters
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Budge rapresents and warrants to AOET that to the beat of
its knowledge: (1) the unpatented mining claims subject to the
Lease Agreement have been staked and maintained in accordance
with federal and state mining laws, (2) there are no conflicting
mining claims that overlap the mining claims subject to the Lease
Agreement, (3) title to the Property is free and clear of all
liens and encumbrances, (4) the Lease Agreement is in full force
and effect, and that, except as to those matters disclosed in
that certain letter of counsel for V.M.P, dated January 11, 1990,
no event of default exists or has been asserted by V.M,P., and
(5) Budge has the full right, poewer and capacity to enter into
this Agreement upon the terms set forth herein. AQEI has
previously been provided with title documents affecting the
Property and the lease Agreement and AOEI’s acceptance of this
Assignment and making the payment required by subsection a of
Section 2 hereof shall conatitute an approval of titlae,

5. Noticesg

Any notice, communication or payment redquired or permittaed
hereunder shall be effective when personally delivered or

deposited, postage prepaid, certified or registered, in the
United States mail to the addresses specified above. Either

party may, by notice to the other given as aforesaid, change its
mailing address for future hotices,

6. Further Assuranpces

The parties agree to perform all acts and execute all

documents that may be necessary to carry out the spirit and
intent of this Assignment Agreement.

SIGNED this 2 & day of é;f , 1990.

ARTZONA ON IO

A. F. BUDGE (MINING) LIMITED

€. ,
5144#é££2;é%522521’:> By “w%g:ﬂA ;
Anthony F. Budge, Prewmiqd

ley wc;yGlmes, President

CLEARWATER MINING CORPORATION
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STATE OF ARIZONA )
) ss.
County of Maricopa )

The foregoing instrument was acknowledged before me thig 5%

day of ebruong » 1990, by Stanley W, Holmes, the
President of AriZona oOntario Explorations 1Ine., an Arizona

ssldss@lits@iichichalf of the corporation.
OFFICIAL SEAL

CAROLE A. O'BRIEN

3 MARICOPA COUNTY ‘
My Comm. Expires April 14, 1961

-

LoksoP ) ss.

County of Maﬁm\ah ) g

The 29ping instrument was acknowledged before me this OV
MRS,

day of . 1990, by Anthony F. Budge, the
President of A, F. Budge (Mining) Limite , @ Navada corporation,

d
for and on behalf of the corporation. \/‘ & ‘

- ‘ Notary Pubi
My commission expiresa{:dﬂé\-‘b

sﬂéées—ﬂi—e%l\ )
WorkS ' 8.
Cauontyaof &k@kﬁq ; :

The regoing instrument was acknowledged before me th
day of ﬁa(%?,\

' r, 1990, by Anthony F. Budge, the
Prasident of Clearwater Mining Corporation, an Arizona

corporation, for and on behalf of the corporagon].

Notary Public
My commissjion expiresm\ﬁeﬂék

——

A%a/wu Q[)é‘uz/m

Notary Public

e tt———

0228900930. BUDGE . AOEI +ASSIGN.1



RICHMONDS

SOLICITORS —

35, Potter Street, Worksop, Nottinghamshire S80 2AG.
Telephone: (0909) 474321 Fax: (0909) 483852 DX 12202

YOUR REF:
OUR REF:
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A.F. Budge (Mining) Limited

4301 North 75th Street

November 28, 1989

Suite 101
Larry W. Beal Scottsdale, AZ 85251-3504
President
V.M.P.,Inc. (602) 945-4630
1414 E. Purdue FAX (602) 949-1737

Phoenix, AZ 85020

Dear Mr. Beal:

This letter is intended to address some of the concerns you
have relayed to our lawyer, John Lacy, via Scott Donaldson. In
regards to the Production Bonus, this matter was addressed in our
letter of August 30, 1988, a copy of which is attached. The leak
at our present operations, notification of which you received
from the Department of Environmental Quality, is being controlled
and hopefully, will not effect what little time we have remaining
there.

It is anticipated that all leaching activities will be over
by March of 1990. At that time our lease with you will expire

when we give notice of termination. However, there are still
some areas within the Vulture claim block that we feel warrant
further investigation and exploration. Unfortunately, we cannot

accomplish this work under the existing conditions of the lease.
Such high risk exploration will require substantial funding.

When we first decided to start processing the tailings, gold
was above $430 and we anticipated recovering almost all of our
costs including exploration funds expended 4 years ago. As you
know, gold prices fell and only now are climbing above the
$400/ounce range. We will be lucky to recover our construction
and pre-production costs from the operation. Needless to say,
you have received advance royalties totalling over $250,000 on
gold which will not be recovered from the old tailings.

If we proceed with further exploration at the Vulture we
must negotiate a new lease with reduced payments. Otherwise we
will terminate within the next few months and no further payments
will be due.

What we would like to propose is monthly payments of $2,000
during the period of continued exploration. If this exploration
results in finding an economic deposit, we would propose a buy-
out of the Vulture property. We would need you to determine a
reasonable buy-out price. If that price was $1.0 million, we
would pay this out over a 4-year period, from production, at the
rate of $250,000 per year.

DIRECTORS: A.F. Budge, O.B.E., C.Eng., F.I.C.E., F.LH.T.; Mrs |. Budge; 7602 Clearwater Parkway, Paradise Valley, AZ 85253
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We would appreciate it if you would meet with us and discuss
this further. I am usually at the company's operations in
Jerome, but can arrange to be in Scottsdale on a day's notice.
My telephone number at Jerome is 634-9034, or you can call the
Scottsdale office and leave a message with Carole O'Brien as to
when it would be convenient for us to meet.

Yours very truly,
Ay

el _//' / F=
i /Af’/;;'[: C/c/ _{ L

Ronald R. Short
General Manager
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A.F. Budge (Mining) Limited

4301 North 75th Street

November 28, 1989

Suite 101
Larry W. Beal Scottsdale, AZ 85251-3504
President
V.M.P.,Inc. (602) 945-4630
1414 E. Purdue FAX (602) 949-1737

Phoenix, AZ 85020

Dear Mr. Beal:

This letter is intended to address some of the concerns you
have relayed to our lawyer, John Lacy, via Scott Donaldson. In
regards to the Production Bonus, this matter was addressed in our
letter of August 30, 1988, a copy of which is attached. The leak
at our present operations, notification of which you received
from the Department of Environmental Quality, is being controlled
and hopefully, will not effect what little time we have remaining
there.

It is anticipated that all leaching activities will be over
by March of 1990. At that time our lease with you will expire
when we give notice of termination. However, there are still
some areas within the Vulture claim block that we feel warrant
further investigation and exploration. Unfortunately, we cannot
accomplish this work under the existing conditions of the lease.
Such high risk exploration will require substantial funding.

When we first decided to start processing the tailings, gold
was above $430 and we anticipated recovering almost all of our
costs including exploration funds expended 4 years ago. As you
know, gold prices fell and only now are climbing above the
$400/ounce Trange. We will be lucky to recover our construction
and pre-production costs from the operation. Needless to say,
you have received advance royalties totalling over $250,000 on
gold which will not be recovered from the old tailings.

If we proceed with further exploration at the Vulture we
must negotiate a new lease with reduced payments. Otherwise we
will terminate within the next few months and no further payments
will be due.

What we would like to propose is monthly payments of $2,000
during the period of continued exploration. If this exploration
results in finding an economic deposit, we would propose a buy-
out of the Vulture property. We would need you to determine a
reasonable buy-out price. If that price was $1.0 million, we
would pay this out over a 4-year period, from production, at the
rate of $250,000 per year.

DIRECTORS: A.F. Budge, O.B.E., C.Eng., F.I.C.E., F.LLH.T.; Mrs |. Budge: 7602 Clearwater Parkway, Paradise Valley, AZ 85253
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We would appreciate it if you would meet with us and discuss
this further. I am usually at the company's operations in
Jerome, but can arrange to be in Scottsdale on a day's notice.
My telephone number at Jerome is 634-9034, or you can call the
Scottsdale office and leave a message with Carole O'Brien as to
when it would be convenient for us to meet.

Yours very truly,
) 4

’ v,/ / /
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Ronald R. Short
General Manager




MEMORANDUM OF UNDERSTANDING

by and between V.M.P., Inc.

and

A.F. BUDGE (MINING) LIMITED

Both parties agree there exists a certain option and
lease agreement, effective July 1, 1984, between V.M.P., Inc.,
Lessor, and A.F. Budge (Mining) Limited, Lessee, relating to
the Vulture Mine Property.

For purpose of convenience not related to the terms of
the option and lease, A.F. Budge (Mining) Limited agrees to
pay Three Thousand Dollars ($3000.00) to each James and John
Osborne representing payment for services rendered to Lessor
for the period from February 1, 1984 to June 30, 1984. Budge
further agrees to pay Seven Hundred Fifty Dollars ($750.00)
per month each to such individuals on behalf of Lessor during
the term of the option plus Eight Dollars ($8.00) per hour
for any services performed in connection with activities
undertaken by Lessee.

All parties agree that James and John Osborne are not
to be considered employees or as having any relationship to
Budge.

Budge further agrees to furnish the Osborne Brothers
with approoriate amounts of fuel during the term of the option.
Budge may, as part of this requirement, provide an alternate
electric power source that may reduce fuel requirements.

During the term of the option Budge may conduct an
evaluation of the water well and pumping system on the Property
and if such equipment can be refurbished at a reasonable cost,
within Budge's sole discretion, Budge shall have the right and
authority to do so, including the right to salvage existing
equipment and using the proceeds for replacement equipment.

Any amounts paid under the above provisions shall
constitute "Work" as contemplated by subsection f(2) of
Section 6 of the Agreement.

If Budge exercises its option, the parties shall negotiate
in good faith to achieve a reasonable use of services that might
be provided by John and James Osbore, provided, however, that
the decision to use or not use such services shall be within
the sole discretion of Budge.



SIGNED, effective as of the date recited above.

LESSOR: LESSEE:
V.M.P., INC. A.F. BUDGE (MINING) LIMITED
By By

Larry W. Beal, President A.F. Budge, Chairman

UNITED KINGDOM )
) ss.

)

Before me, the undersigned officer, personally appeared
A.F. Budge, known to me to be the Chairman of A.F. Budge (Mining)
Limited, a registered corporation under the laws of England, this
day of , 1984, and acknowledged that he
executed the foregoing document for and on behalf of the corporation
with full authority to do so.

Notary Public

STATE OF ARIZONA )

County of Maricopa )

The foregoing instrument was acknowledged before me this

day of , 1984, by Larry W. Beal, the
President of V.M.P., Inc., an Arizona corporation, for and on
behalf of the corporation.

Notary Public

My commission expires:
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A.F. Budge (Mining) Limited

P.O. Box 143 4301 North 75th Street P.O. Box 20878
Clarkdale, AZ 86324 Suite 101 Wickenberg, AZ 85358
(602) 634-7712 Scottsdale, AZ 85251-3504 Mobile (602) 376-9056

(602) 945-4630
FAX (602) 949-1737
August 30, 1988

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Larry W. Beal
President
V.M.P.,Inc.

1414 E. Purdue
Phoenix, AZ 85020

Re: Production Bonus; Option and Lease Agreement
Dated July 1, 1984, as Amended by First
Amendment to Option and Lease Agreement
Effective February 1, 1985

Dear Mr. Beal:

You recently inquired about the payment of a production
bonus arising out of the current efforts of A.F. Budge (Mining)
Limited to commence a reprocessing operation on mineral tailings
near the Vulture Mine site.

Under the terms of subsection g of Section 4 of the
referenced agreement as amended, if Budge elects to commence
mineral production on the property, V.M.P. is to be paid a one-
time production bonus of $75,000. The commencement of production
occurs when:

. . Budge commits to the expenditure of funds for a
full -scale development of the Property based on the
conclusions of a feasibility study and shall not
include a pilot plant, bulk sampling or other 1large
volume metallurgical or mine testing. The production
bonus shall be paid on or before 30 days after Budge's
announcement to its stockholders that production will
commence.

The activities that we are presently completing concerns the
permitting of activities to reprocess mine tailings from the Pit
Gold patented mining claim and from within portions of the old
Vulture City Townsite.

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



L.W. Beal
August 30, 1988
Page 2

The payment of the production bonus is contingent upon "a
full-scale development of the Property" and the reprocessing of
the tailings is not a "mining operation" in the strict sense of
the word although V.M.P. is certainly entitled to royalties on
metal values recovered from the tailings. Further, if such
processing were considered full-scale mining, such a construction
might cause considerable problems in the long-range development
of the Property because once "production" commences, the term is
fixed on the continuation of production. As you know, the
reprocessing of the tailings is a relatively short-term activity,
and we both hope that the long-term value from the Property will
be from mining of ore from under the Property. It thus seems
clear to wus that the intent of the parties was that the full-
scale production would constitute a mining operation and not a
short-term reprocessing operation of the mine tailings.

I look forward to our continued association and hope that
our activities can turn up mineralization sufficient to undertake
full-scale mining operation of the V.M.P. property in the near
future.

C
Antho F. Bud
President

AFB:ca




DECONCINI McCDONALD BRAMMER YETWIN & LACY

A PROFESSIONAL CORPORATION
ATTORNEYS AT LAW

EVO DECONCINI (1901-1986)

JOHN R. MCDONALD
RICHARD M. YETWIN
DINO DECONCINI
WILLIAM B. HANSON
DAVID C. ANSON
SPENCER A. SMITH
DENISE M. BAINTON
PHILIP R. WOOTEN
SUSAN E. MILLER
MARK D. LAMMERS
CHRISTINA URIAS
GREGORY W. HUBER

J. WM. BRAMMER, JR.

JOHN C. LACY
ROBERT M. STRUSE
JOHN C. RICHARDSON
JAMES A. JUTRY
MICHAEL R. URMAN
KAREN J. NYGAARD
LUIS A. OCHOA

GARY F. URMAN
WAYNE E. YEHLING
RONALD M. STOLL

PLEASE REPLY TO TUCSON

2525 EAST BROADWAY BOULEVARD, SUITE 200
TUCSON, ARIZONA 85716-5303
(602) 322-5000
FAX: (602) 322-5585
September 28, 1992

2901 NORTH CENTRAL AVENUE, SUITE 1644
PHOENIX, ARIZONA 85012-2736
(602) 241-0100
FAX: (602) 241-0220

RECEIVED 0CT 3 1gq

Mr. Ron Short

Ms. Carol O'Brien

A.F. Budge (Mining) Limited
4301 North 75th Street
Suite 105

Scottsdale, AZ 85251-4630

Re: V.M.P. v. Clearwater Mining Company - Vulture Mine
Property

Dear Carol and Ron:

Enclosed is a copy of an order issued by the court in the
above-referenced case. As you will see, the court has scheduled
the case for dismissal unless something happens to move the case
along.

We do not intend to do anything in response to the order
unless and until the Plaintiff or its counsel decide to pursue the
matter. We will keep you apprised /6f any developments in this
regard as they occur.

las

enclosure
9209281145.mru1.900419
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DECONCINI McDONALD BRAMMER YETWIN & LACY

A PROFESSIONAL CORPORATION
ATTORNEYS AT LAW

EVO DECONCINI (1901-19886)

JOHN R. MCDONALD
RICHARD M. YETWIN
DINO DECONCINI

WILLIAM B. HANSON

J. WM. BRAMMER, JR.

JOHN C. LACY
ROBERT M. STRUSE
JOHN C. RICHARDSON

2525 EAST BROADWAY BOULEVARD, SUITE 200
TUCSON, ARIZONA 85716-5303

(602) 322-5000
FAX: (602) 322-5585

DAVID C. ANSON JAMES A. JUTRY February 25, 1992

SPENCER A. SMITH  MICHAEL R. URMAN

DENISE M. BAINTON  DAVID F. GAONA

KAREN J. NYGAARD ~ FRANCES J. HAYNES

PHILIP R. WOOTEN LUIS A. OCHOA 2901 NORTH CENTRAL AVENUE, SUITE 1644
SUSAN E. MILLER GARY F. URMAN PHOENIX, ARIZONA 85012-2736

MARK D. LAMMERS ~ WAYNE E. YEHLING gfz (602) 241-0100

CHRISTINA URIAS RONALD M. STOLL FEB 2 7 \9 FAX: (602) 241-0220

GREGORY W. HUBER RECE\\’ ED

PLEASE REPLY TO TUCSON

Carole O'Brien

A.F. Budge (Mining) Limited

4301 North 75th Street, Suite 105
Scottsdale, Arizona 85251-4630

Re: V.M.P., Inc. v. Clearwater Mining Corp.
Dear Carole:

Enclosed herewith are some discovery requests that were served
on us by the Plaintiff in the above-referenced litigation. The
specific information requested is listed on page 8 of the document
and consists of information concerning recovery of precious metals
from the tailings pile located on the Vulture Mine Townsite.
Please review this and give either John Lacy or myself a call so
that we might discuss an approprlate fespons%._

/

1 Very tru%y yzgr

! /

\ \ . WA ‘ v _\\ (‘i’\/i“l,l'("\-——"""”M——_m’

B ¥

V Mlchael R. Ughan'

las
enclosure

9202251525.mru1.900419




W. Scott Donaldson

Attorney At Law

301 West Indian School Road, Suite 102
Phoenix, Arizona 85013-3214
(602)264-1351

State Bar No. 005708

Attorney for Plaintiff

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF MARICOPA

V.M.P., INC., an Arizona
Corporation,

Plaintiff,
NO. CV 91-26975
vs.
PLAINTIFF’S REQUEST FOR
PRODUCTION, INSPECTION
AND COPYING OF
DOCUMENTS AND TANGIBLE
THINGS

CLEARWATER MINING CORPORATION,
an Arizona Corporation, as
nominee of A.F. BUDGE (MINING)
LIMITED, a foreign Corporation,

Defendants.

[ N N s s P P P s i P P P P

TO: Clearwater Mining Corporation, an Arizona Corporation,
as nominee of A.F. Budge (Mining) Limited, a foreign Corporation,
and its attorney, Michael R. Urman:

PLEASE TAKE NOTICE that, pursuant to Rule 34, Ariz.R.
Civ.P., you are hereby requested to produce for inspection,
copying and photographing on March 20, 1992 at the law office of
W. Scott Donaldson, 301 West Indian School Road, Suite 102,
Phoenix, Arizona 85013-3214, the following described documents
and tangible things:

SEE ATTACHED EXHIBIT "A"



INSTRUCTIONS FOR USE

l. In producing the documents designated below you are requested
to furnish all documents known or available to you regardless of

whether a document is currently in your possession, custody, or

control, or that of your attorneys, employees, agents,
investigators, or other representatives, or is otherwise
available to you.
2. If, for any reason, you are unable to produce in full any
document requested:
a. Produce each such document to the fullest extent
possible;
b. specify the reasons for your inability to produce the
remainder; and
Ce State in detail whatever information, knowledge, or
belief you have concerning the whereabouts and
substance of each document not produced in full.
3. If any document requested was at one time in existence, but
is no longer in existence, please state for each document as to
which that is the case:
a. The type of document;
b. The type of information contained therein;
Cs The date upon which it ceased to exist;
de The circumstances under which it ceased to exist;
e. The identity of all persons having knowledge of the

circumstances under which it ceased to exist; and



£ The identity of all persons having knowledge or who had
knowledge of the contents thereof.

4. For each document requested which you are unable to produce
and which was at any time within your possession, custody or
control, or to which you had access at any time, specify in
detail:

a. The nature of the document and any copy thereof;

b. The author of the document;

Ce All receipts of the document and any copy thereof;

d. A summary of the information contained in the document;

e. The date on which you lost, relinquished, or otherwise
ceased to have possession, custody,control of, or
access to the document;

8 Identify all persons having knowledge of the
circumstances whereby you lost, relinquished, or
otherwise ceased to have possession, custody, or
control of, or access to the document; and

g. Identify all persons who have or have had knowledge of
the contents of the document, in full or in part.

5. In the event you seek to withhold or do withhold any
document, in whole or in part, on the bases that it is not
subject to discovery, produce a list of all such documents and,
as to each such document, state:

a. The name of each author, writer, sender or initiator of

each such document;




b. The name of each recipient, addressee or party to whom
such document was sent or intended to be sent;

C. The name of each and every person who received a copy
of the document;

d. The date of the document or, if no date appears on the
document, the date the document was prepared;

e. The title of the document, or if it has no title, then
such other description of the document and its subject
matter as shall be sufficient to identify the document;
and

| {8 The grounds claimed for withholding the document from
discovery (e.g., attorney-client privilege, work
product, or any other grounds), and the factual basis
for such a claim.

6. In accordance with Rule 34(b), Ariz.R.Civ.P., as to each
document produced, you are requested to designate the paragraph
and sub-paragraph of this request to which each such document is
responsive.

7. If you dispute the propriety of Instructions 2, 3, 4 and/or
5, supra, as being outside the scope of Rule 34 or otherwise
objectionable, then consider such instructions as interrogatories
posed pursuant to Rule 33, Ariz.R.Civ.P., and answer them
accordingly.

8. This Request is a continuing one, and requires that you
produce all responsive documents and tangible objects whenever

you obtain or become aware of them, even if they are not in your



possession or available to you on the date you first produce
documents pursuant to this Request.

DEFINITIONS

1. Defendants, you" or "your" means the Defendants in the above-
captioned matter, and the past and present employees,
representatives, agents and attorneys of Defendants.

2. "Any", "each" and "a" shall be read to be all inclusive, and
to require the production of each and every document (as
hereinafter defined) responsive to the particular request for
production in which such terms appears.

3. "And" and "or" and any other conjunctions or disjunctions
used herein shall be read both conjuctively and disjunctively so
as to require the production of all documents (as hereinafter
defined) responsive to all or any part of each particular request
for production in which any conjunction or disjunction appears.
4. "Person" means an individual, firm, corporation, association,
organization or any other entity.

5. The term "document" includes all electronic media or other
tangible forms in which information is stored and includes all
written or graphic matter of every kind and description, however
produced or reproduced, WHETHER DRAFT OR FINAL, original or
reproduction, including, but not limited to, letters,
correspondence, memoranda, notes, films, transcripts, contracts,
agreements, licenses, memoranda of telephone conversations or
personal conversations, microfilm, telegrams, books, newspaper

articles, magazines, advertisements, periodicals, bulletins,




circulars, pamphlets, statements, notices, reports, rules,
reqgulations, directives, teletype messages, minutes of meetings,
interoffice communications, reports, financial statements,
ledgers, books of account, proposals, prospectuses, offers,
orders, receipts, working papers, desk calendars, appointment
books, diaries, time sheets, logs, movies, tapes for visual or
audio reproduction, recordings or materials similar to any of the
foregoing, however denominated, and including writings, drawings,
computations (both in existence and stored in memory components),
and other compilations from which information can be reasonably
usable form. THE TERM "DOCUMENTS" INCLUDES ALL COPIES OF A
DOCUMENT WHICH CONTAINS ANY ADDITIONAL WRITING, UNDERLINING,
NOTES, DELETIONS, OR ANY OTHER MARKINGS OR NOTATIONS, OR ARE
OTHERWISE NOT IDENTICAL COPIES OF THE ORIGINAL.

DATED this /9 day of E@_}@g g;:g&%, 19&
s (|G

W. Scott Donaldson
Attorney for Plaintiff




Original of the foregoing
delivered this /7 }ﬁday of
€ v%pbr/ s 1992 to:

Clerk of Superior Court
201 West Jefferson
Phoenix, Arizona

Copies of the foregoing
ma;kfd thig _/ day of
Te ‘MJ&‘X? , 1992 to:

/

Michael R. Urman
Deconcini, McDonald, Brammer,
Yetwin & Lacy, P.C.
2901 North Central Avenue, Suite 1644
Phoenix, Arizona 85012-2736
Attorney for Defendant
/7

r/ P

/ / / ;/v/ _;//
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DOCUMENTS TO BE PRODUCED

Any and all records, documents, receipts, returns,
statements or other information regarding recovery of precious

metals from the tailings pile located on the Vulture Mine
Townsite since January, 1990.

EXHIBIT "A"



(602) 945-4630

Caiines )
K BUDGE ;

A.F. Budge (Mining) Limited

4301 North 75th Street
Suite 105
Scottsdale. AZ 85251-3504

March 25, 1991

Mr. Larry W. Beal
President

V.M.P., Inc.

1414 E. Purdue
Phoenix, AZ 85020

Dear Mr. Beal:

FAX (602) 949-1737

In 1989 we drilled several core holes west of Pits #1 and #2

in our search for additional mineable reserves.

This drilling

failed to locate any significant mineralization.

The core from this drilling is being stored at our facility at

the mine.

If you would like to take possession of this core,

Please notify this office no later than April 15.

If we have not heard from you by this date, we will dispose of

the core.

bc: S.W. Holmes

Very truly yours,
/
! '\:‘—"\
p s <t pl /{L
Ronald R. Short
General Manager

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



