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,------- --------------------------------- ------ ----------

November 29, 1990 

Ms. Carol O'Brien 
A.F. Budge (Mining) Limited 
4301 N. 75th Street 
Scottsdale, Arizona 85251-4630 

RE: VULTURE MINE PROPERTY 

Dear Carol; 

via Fax and Certified Mail 

Arizona-Ontario Explorations Inc. hereby gives notice, 
pursuant to Paragraph 3 of the "Reassignment" agreement 
dated March 1, 1990, that it intends to seek termination of 
the Lease agreement. 

We are requesting that A.F. Budge (Mining) Limited waive 
it's right within the thirty (30) day period to receive 
reassignment of the Lease agreement. 

Please give written notice as to your decision as to the 
waiver of your rights. 

Yours truly , 

ARIZONA EXPLORATIONS INC. 
Hans L. Matthews, B.Sc. 
Geologist 

HLM/bjg 

attachment 

cc: Stanley W. Holmes 
Michael R. Urman - DeConcini, McDonald, Brammer, 

Yetwin & Lacy 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021 , (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King St. East, Ste. 1001 , Toronto, Ontario M5C-1B5 



INTER-OFFICE MEMORANDUM . 

TO: Stanley W. Holmes 

FROM: Hans L. Matthews 

SUBJECT: VULTURE AGREEMENT - "TERMINATION NOTICE" 

DATE: November 29, 1990 

The "Option and Lease Agreement" between A.F. Budge 
(Mining) Limited and V.M.P., Inc. dated July 1, 1984 
contains a "Termination" clause allowing 60 days notice: 

Page 10, Section 8b. "Termination" 

b. Termination by Budge - Budge shall have 
the right to terminate this Agreement at any 
time upon sixty (60) days prior written notice 
from Budge to Lessor. From and 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 data, including the 
obligations related to damages to the surface 
and improvements thereon. 

With regards to the "Reassignment Agreement" between 
Arizona-Ontario Explorations Inc. and A.F. Budge (Mining) 
Limited dated March 1, 1990 further conditions supersede 
the V.M.P., Inc. Budge agreement. Arizona-Ontario 
Explorations Inc. is required to give Budge 30 days notice. 

Page 1 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King st. East, Ste. 1001, Toronto, Ontario M5C-1B5 



Page 2, Section 3 nReassignmentn 

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 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. 

HLM/bjg 

Page 2 



October 23, 1990 

Mr. John Osborne 
Vulture Mine Property 
P.O. Box 1869 
Wickenburg, Arizona 85358 

Dear John~ 

We are writing to inform you that our exploration activities 
at the Vulture Mine Property will terminate immediately. 
Excessive legal, lease and ancillary costs have forced us to 
stop all operations. Mr. Beal will not facilitate 
negotiations to help us reduce monthly lease payments. We 
may re-assign the property to another exploration group. 

As a result we are no longer in need of your services 
effective November 30, 1990. Unless a favorable agreement 
is reached with V.M.P., Inc., you will be responsible for 
your support costs should you wish to continue living on the 
site. 

Yours truly, 

ARIZONA EXPLORATIONS INC. 
Hans L. Matthews, B.Sc. 
Geologist 

HLM/bjg RECEWEO 0 Ci" 2 5 1990 

cc: Mr. Ron Short - A.F. Budge (Mining) Ltd. 
Mr. Larry Beal - V.M.P., Inc. 
Mr. Stanley W. Holmes - A.E.I. 
Mr. Michael R. Urman - DeConcini, McDonald, 

Brammer, Yetwin & Lacy 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King St. East. Ste. 1001, Toronto, Ontario M5C-1 B5 



DECONCINI McDONALD BRAMMER YETWIN l1 LACY 
A PROFESSIONAL CORPORATION 

ATTORNEYS AT LAW 

EVO DECONCINI (1901-1986) 

JOHN R. McDONALD J. WM. BRAMMER, .JR. 

RICHARD M . YETWIN .JOHN C. LACY 

DINO DECONCINI ROBERT M. STRUSE 

WILLIAM B. HANSON .JOHN C_ RICHARDSON 

DAVID C. ANSON .JAMES A • .JUTRY 

SPENCER A. SMITH MICHAEL R. URMAN October 21, 1991 
DENISE M . BAINTON DAVID F. GAONA 

KAREN ..J. NYGAARD FRANCES J. HAYNES 

PHILIP R_ WOOTEN LUIS A. OCHOA 

SUSAN E. MILLER GARY F. URMAN 

MARK D . LAMMERS WAY NE E. YEHLING 

CHRISTINA URIAS 

PLEASE REPLY TO TUCSON 

Carole O'Brien 
A. F. BUDGE (MINING) LIMITED 
4301 N. 75th street, suite 105 
Scottsdale, AZ 85251 

Dear Carole: 

2S25 EAST BROADWAY BOULEVARD. 5UITE 200 

TUCSON, ARIZONA 85716 - 5303 

(602) 322-5000 

FAX: (602) 322-5585 

2901 NORTH CENTRAL AVENUE, SUITE 1644 

PHOENIX, ARiZONA 85012- 2736 

(602) 241- 0100 

FAX: (602) 241 - 0220 

I have enclosed herewith a copy of the order of the Court 
dismissing the action that we filed against V.M.P. arising out of 
asserted defaults under the A.F. Budge/V.M.P. lease. It is now 
up to Larry Beal to reinstitute t ion if he wants to. 

yours, 

bpm 

Enclosure 

9110210948.jc12 . 900419 



October 15, 1991 

NO. CV 90-15743 

SUPERIOR COURT OF ARIZONA 
MARICOPA COUNTY 

HON. MARILYN A. RIDDEL 

r 
RECEIVED 

OCT 1 5 '91 

WeIK of the Court 
L 

PRCC::SSED 

OCT 16 '91 

01:> I. t;t.1HER 

CLERK OF THE COURT 

K. Miller 
Deputy 

CLEARWATER MINING CORP., et ale Michael R. Urman 

v. 

V M P, INC., w. Scott Donaldson 

Pursuant to the minute entry order of June 28, 1991, 

ORDERED dismissing this case. 

Docket Number 309 
Page~ 

.J 



DECONCINI McDONALD BR.AMMER. YETWIN B LACY 

EVO DECONCINI (1901 - 1986) 

JOHN R . McDONALD J. WM, BRAMMER, JR. 

R ICHARD M. YETWIN ,JOHN C. LACY 

DINO DECONC INI ROBERT M. STRU5E 

WILLIAM B. HANSON ,JOHN C. RICHARDSON 

DAVID C. AN50N ,JAMES A. ,JUTRY 

SPENCER A. SMITH MICHAEL R. URMAN 

DENISE M. BAINTON DAVID F. GAONA 

KAREN J. NYGAARD FRANCES J, HAYNES 

PHILIP R. WOOTEN LUIS A. OCHOA 

SUSAN E. MILLER 

MARK D . LAMMERS 

CHRISTINA URIAS 

GAR Y F. URMAN 

WAYNE E. V EHLING 

PLEASE REPLY TO TUCSON 

Mr. Ron Short 
Ms. Carole O'Brien 

A PROFESSIONAL CORPORATION 

ATTORNEYS AT LAW 

October 4, 1991 

A.F. Budge (Mining) Limited 
4301 North 75th Street 
Suite 105 
Scottsdale, Arizona 85251-4630 

2525 EAST BROADWAY BOULEVARD, SUITE 200 

TUCSON, ARIZONA 85716-5303 

(602) 322-5000 

FAX: (602) 322-5585 

2901 NORTH CENTRAL AVENUE, SUITE 1644 

PHOENIX, ARIZONA 85012· 2736 

(602) 241'0100 

FAX: (602) 241-0220 

RECEIVED 0 CT 5 1991 

Re: Clearwater/A.F. Budge (Mining) Limited vs. VMP, Inc. 

Dear Carole and Ron: 

To follow up our conversation with Carole yesterday, this 
will confirm that our firm will make no further filings in the 
above-referenced lawsuit in the hope that the action will be 
dismissed pursuant to the Superior Court's Order that dismissal 
will occur on October 15, 1991 unless a proper Motion to Set the 
case for trial is filed before that date. Assuming that VMP, 
Inc. does not successfully act to keep the lawsuit alive past 
October 15, 1991, the dismissal will be without prejudice. This 
means that the lawsuit can be refiled by VMP, Inc. at some point 
in the future should it so desire. As we discussed on the 
telephone, however, VMP may acquire statute of limitations 
problems as to some or all of its claims by the time it makes any 
such refiling, and even if such a refiling does occur, we would 
still have all of our defenses as we previously set forth in our 
filed and draft paperwork for the present litigation. 

Should either of you have any questions pertaining to any 
aspect of this matter, please feel free to give either John Lacy 
or myself a call. We will keep you ' apprised of further 

developments as they occur. ~ ~6r~' 

/ '" Micnael R. U /' 

MRU: las 
9110040915.mrul . 900075 



DECONCINI McDONALD BRAMMER YETWIN g LACY 

EVO DECONCINI (1901 ' 1986) 

..JOHN R. McDONALD ..J. WM. BRAMMER , ..JR. 

RICHARD M. YETWIN ..JOHN C. LACY 

DINO DECONCINI ROBERT M . S T RUSE 

WILLIAM B. HANSON ..JOHN C. RICHARDSON 

DAVID C. ANSON ..JAMES A • ..JUTRY 

SPENCER A. SMITH MICHAEL R. URMAN 

DENISE M. BAINTON DAVID F. GAONA 

KAREN ..J. NYGAARD FRANCES ..J. HAY NES 

PHILIP R. WOOTEN LUIS A. OCHOA 

SUSAN E. MILLER 

MARK D. LAMMERS 

CHRISTINA URIAS 

GARY F. URMAN 

WAYNE E. YEHLING 

PLEASE REPLY TO TUCSON 

Mr. Ron Short 
Ms. Carol O'Brien 

A PROFESSIONAL CORPORATION 

ATTORNEYS AT LAW 

September 12, 1991 

2S25 EAST BROADWAY BOULEV ARD, SUITE 200 

TUCSON, ARIZONA 85716 ' 5303 

(602) 322 ' 5000 

FAX: (602) 322'5585 

2901 NORTH CENTRAL AVENUE, SUITE 1644 

PHOENIX, ARIZONA 85012'2736 

(602) 241 · 0100 

FAX: (602) 241·0220 

RECEIVED SEP 1 3 1991 

A.F. Budge (Mining) Limited 
4301 North 75th Street 
suite 105 
Scottsdale, Arizona 85251-4630 

Re: Clearwater/A.F. Budge (Mining) Limited vs. VMP, Inc. 

Dear Carol and Ron: 

Enclosed herewith is a copy of a draft Motion for Summary 
Judgment which we have prepared for filing in an effort to 
terminate the above-referenced litigation. We would appreciate 
your review of the motion and you should contact either John Lacy 
or myself with your commentsr;e look forward to hearing from 
you. ~ 

~. ~\ /rrL' ul ' If rs, ) ~ 

MRU: las 
Enclosure 

9109120854.mrul.900075 

L ~L~ /~'J~-----
Michael R. Urman 

"--.. 
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Michael R. Urman (I.D. No. 7611) 
DECONCINI MCDONALD BRAMMER 

YETWIN & LACY, P.C. 
2525 E. BROADWAY BLVD., #200 
TUCSON, ARIZONA 85716-5303 
(602) 322-5000 

Attorneys for Plaintiff 

DRAFT 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF MARICOPA 

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

Plaintiff, 

vs. 

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

Defendant. 

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

No. CV90-15743 

MOTION FOR SUMMARY 
JUDGMENT 

-------------------------------) 
Plaintiff, by its counsel undersigned, hereby moves for 

summary judgment as to the issues remaining in this action. This 

motion is supported by the attached Memorandum and separately 

filed Statement of Facts pursuant to Rule IV (f) of the Uniform 

Rules of Practice. 

Respectfully submitted this day of September, 1991. 

DeCONCINI McDONALD BRAMMER 
YETWIN & LACY, P.C. 

By 
~M~i-c~h-a-e~l~R=-.~U~r-m-a-n----------------------

2525 East Broadway Blvd., Suite 200 
Tucson, Arizona 85716-5303 
Attorneys for Plaintiff 
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COpy of the foregoing mailed 
this ____ day of September, 1991, to: 

W. Scott Donaldson, Esq. 
301 West Indian School Road 
Suite 102 
Phoenix, Arizona 85013-3214 
Attorney for Defendant V.M.P., Inc. 

COPY of the foregoing hand-delivered 
this ____ day of September, 1991, to: 

The Honorable Marilyn A. Riddel 
Maricopa County Superior Court 
101/201 West Jefferson 
Phoenix, Arizona 85003-2205 
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MEMORANDUM 
1 

2 
I. Factual Background. 

3 
Plaintiff Clearwater Mining corporation is an Arizona 

4 
corporation and wholly-owned subsidiary of A. F. Budge (Mining) 

5 
Limited, an English corporation (hereafter collectively "Budge"). 

6 
On or about July 1, 1984, Budge entered into an option and Lease 

Agreement (the "Agreement") with Defendant V.M.P. , Inc. 
7 

("V.M.P.") concerning patented and unpatented mining claims 
8 

>- 9 u 0 
..: 0 

located in Maricopa County. The patented and unpatented mining 

...J CII 

ctS w 
10 I-
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claims subject to the Agreement are collectively known as the 

Vulture Mine Property (the "Property"). 

Following execution of the Agreement, Budge exercised an 

option under the Agreement to enter into a lease for the Property 

with V .M. P . For this purpose, a First Amendment to Option and 

Lease Agreement (the "First Amendment") was entered into by Budge 

and V.M.P. effective February 1, 1985. The Agreement as 
Z III 16 0 CII 
U II) 

'" CII 
Cl 

supplemented by the First Amendment continued in force and effect 
17 

after this date. 
18 

By letter dated May 9, 1990, V.M.P. gave notice of various 
19 

alleged events of default under the Agreement and/or First 
20 

Amendment (the "Default Letter"). In an effort to eliminate any 
21 

dispute, Budge responded to the Default Letter by correspondence 

22 
dated May 24, 1990. This effort by Budge was unsuccessful, and 

23 
to prevent unjust termination of the Agreement and First 

24 
Amendment (and consequent loss of the leasehold on the Property), 

25 
Budge initiated this action for declaratory relief. V.M.P. 

26 
-3-
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18 

19 

20 

21 

22 

23 

24 

25 

26 

thereafter filed a counterclaim against Budge asserting various 

defaults under the Agreement and First Amendment. 

Since institution of this litigation, the Agreement and 

First Amendment have been voluntarily terminated. 1 certain 

disputes that arose during the term of the Agreement and First 

Amendment, however, still exist between the parties. The 

following three issues, as stated in V.M.P.'s counterclaim, 

remain to be resolved between Budge and V.M.P.: 

(1) Whether Budge "has failed to make [a] $75,000 

production bonus payment" as allegedly required by the First 

Amendment; 

(2) Whether Budge "failed to transfer the Vulture townsite 

to V.M.P."; and 

(3) Whether Budge "failed to employ John Osborne throughout 

the term of the Agreement." 

As demonstrated in the following sections, none of these 

contentions give rise to any liability by Budge. 

II. Budge Owes No Further Payments to V.M.P. 

The Agreement and First Amendment set forth a variety of 

1The present action was also initiated by Arizona-Ontario 
Explorations, Inc., an assignee of Budge for the Agreement and 
First Amendment. As the result of the consensual termination of 
the Agreement and First Amendment, no issues remain that involve 
Arizona-ontario Explorations, Inc., and this party has been 
removed from this litigation. 

-4-
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payments to be made by Budge to V.M.P. 2 Among the provisions is 

the following, found in the First Amendment: 

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 large 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 
production will commence. 

V.M.P. claims that certain activities of Budge on the Property 

require payment of the production bonus. The activities in 

question consist of the reprocessing of mine tailings from the 

pit Gold patented mining claim. 3 This reprocessing (which 

occurred via a cyanide heap-leach process) was not undertaken 

pursuant to any feasibility study, involved no new "mining" or 

removal of ore, and can in no manner be deemed a "full-scale 

development of the Property." 

2The Agreement required that, prior to Budge's exercise of 
its option to lease the Property, Budge pay V .M. P. an option 
payment of $6,500 per month. Upon exercise of the option (which 
exercise occurred via the First Amendment), a monthly advance 
minimum royalty tied to the buying price for industrial gold 
bullion was payable by Budge to V.M.P. In addition, a production 
royalty consisting of a specified percentage of the "Net Returns" 
from the sale of mined and marketed leased SUbstances was payable 
by Budge to V.M.P. There is no dispute that Budge made all of 
these required payments to V.M.P. 

3The pit Gold patented mining claim is but one of some 471 
patented and unpatented claims collectively comprising the 
Vulture Mine Property. 

-5-
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The language of the provision in question plainly requires 

payment only upon the occurrence of certain events constituting 

commencement of mineral production. The "commencement of 

production" is specifically defined as occurring only upon 

commencement of a full-scale development of the Property based on 

the conclusions of a feasibility study. Neither of these 

conditions has been met. 

In Arizona, the interpretation of a contract is a question 

of law for the court. Further, where the language of the 

contract is clear and unambiguous, it must be given effect as it 

is written. Hadley v. Southwest Properties, Inc., 111 Ariz. 503, 

506, 570 P.2d 190, 193 (1977); Shattuck v. Precision-Toyota, 

Inc., 115 Ariz. 586, 588, 566 P.2d 1332, 1334 (1977). The court 

in Goodman v. Newzona Investment Co., 101 Ariz. 470, 421 P.2d 318 

(1966) discussed these principles as follows: 

Where parties bind themselves by a lawful 
contract, in the absence of fraud a court 
must give effect to the contract as it is 
written, and the terms or provisions of the 
contract, where clear and unambiguous, are 
conclusive. 

The intent of the parties, as ascertained by 
the language used, must control the 
interpretation of a contract. It is not 
within the province or power of the court to 
alter, revise, modify, extend, rewrite or 
remake an agreement. Its duty is confined to 
the construction or interpretation of the one 
which the parties have made for themselves. 

Where the intent of the parties is expressed 
in clear and unambiguous language, there is 
no need or room for construction or 
interpretation and a court may not resort 
thereto. 

-6-



1 
Id. at 472, 421 P.2d 320 (citations omitted) 

2 
Furthermore, other provisions in the Agreement and 

3 
First Amendment support the conclusion that the "production 

4 
bonus" provision has not been invoked. The provision itself 

5 
excepts its application to activities such as "a pilot plant, 

6 
bulk sampling or other large volume metallurgical or mine 

testing," all of which activities could produce metal values and 
7 

could be far more extensive than the tailings reprocessing in 
8 
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considered "full scale development," such construction would 

cause considerable problems in the long-range exploration and 

development of the Property as contemplated by the Agreement 

because once "production" commences, the Agreement term becomes 

fixed and continues in force only so long as production 

continues. See First Amendment, paragraph 2. The short-duration 

tailings reprocessing in question simply does not fit within this 
Z III 16 0 !II 
U If) 
UJ !II scheme. 
0 

17 
Given the foregoing, the "production bonus" provision has 

18 
not been invoked. Budge's reprocessing activities were of 

19 
relatively short term and did not consist of any "new mining," 

20 
invol ved only a tiny fraction of the Property, and can in no 

21 
manner be deemed to comprise the requisite "full-scale 

22 
development" of the Property requisite to cause the provision to 

23 
apply. This is not to say that V .M. P. is entitled to nothing 

24 
under the Agreement and First Amendment, as the documents require 

25 
payment of advance minimum royalties and production royalties on 

26 
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all metal values recovered from the Property. There is no 

dispute that these amounts have been paid with regard to Budge's 

tailings reprocessing and other activities on the Property. 

For all of these reasons, V.M.P. is entitled to no further 

payments from Budge. 

III. Budge Has No Obligation to Transfer its Portion of the 

Vulture City Townsite to V.M.P. 

During the term of the Agreement, the Bureau of Land 

Management issued a decision dated December 5, 1985, declaring 

four of the unpatented claims4 subject to the Agreement null and 

void. The unpatented claims in question were the Vulture #81, 

#81A, #82 and #83, and were deemed void from their inception 

because the claims were located within lands previously patented 

as the Vulture City Townsite. 5 In other words, V.M.P. never had 

any title to the ground in question. Upon further investigation, 

Budge discovered that one of the patented mining claims6 subject 

to the Agreement was also wi thin the boundaries of the Vulture 

4The Vulture Mine Property subj ect to the Agreement and 
First Amendment consists of some 457 unpatented and 14 patented 
mining claims. 

5The Towns i te Act 0 f July 1 , 1864 , prov ided a method 0 f 
transferring public lands to an organized city or town (or a 
local judge in the absence of an organized city or town) in trust 
for subsequent conveyance to individuals as town lots. The land 
within the Vulture City Townsite was therefore not open for 
mineral location purposes. 

6The patented mining claim in question was the "pit Gold" 
patented mining claim. 

-8-
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city Townsite patent and therefore might be found to be illegally 

issued. 

To remedy the foregoing situation, Budge made two 

applications to purchase the Vulture city Townsite from the Judge 

of the Maricopa County Superior Court (as the successor in 

interest to the Probate Judge who was granted the original title 

as trustee for the occupants of Vulture City).7 One application 

for purchase was made on behalf of V.M.P. for the purchase of 

that portion of the townsite that was in conflict with its 

patented Pit Gold mining claim (20.661 acres), and the second 

application was made by Ben F. Dickerson III (then acting as 

manager for Budge) to purchase the remaining portions of the 

townsite (109.239 acres). The application for purchase was 

approved, Mr. Dickerson and V.M.P. made their required payments, 

and separate quitclaim deeds to the unclaimed townsite lots were 

signed on March 4, 1987, granting the separate parcels to V.M.P. 

and to Mr. Dickerson. Mr. Dickerson's interest was acquired on 

behalf of Budge and subsequently transferred to Budge from Mr. 

Dickerson's estate. 

V.M.P. now contends that Budge has violated the Agreement by 

failing to transfer the Vulture city Townsite (presumably those 

portions acquired initially by Mr. Dickerson) to V.M.P. Nothing 

in either the Agreement or First Amendment, however, supports 

this position. In its default letter, V.M.P. makes reference to 

7This process is set forth in A.R.S. §§ 9-1131 to 9-1133. 
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paragraph 12 of the Agreement as somehow requiring the transfer. 

This provision states: 

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. 

By its terms, this provision applies only to situations involving 

the location of mining claims within the "Area of Interest" set 

forth in the provision. 8 The provision has no application to a 

purchase of private land from a third party.9 

8The mining claim location process on federally-owned land 
entails compliance with certain "staking" (monumenting) and 
filing requirements, and the performance of at least $100.00 in 
"assessment work" each year on each claim located. The maximum 
dimensions of an individual unpatented lode mining claim is 1500' 
X 1600'. See generally 30 U.S.C. § 21 et seq.; A.R.S. § 27-201 
et seq. 

9The Agreement elsewhere addresses "title correction" 
situations, but these provisions are likewise inapplicable to the 
purchase of land from a third party. Paragraph 7 (c) of the 
Agreement provides that if any portion of the Property exhibits 
defective title, Budge was authorized to "perfect, defend or 
initiate litigation to protect such title." Further, the cost of 
such efforts was to be borne by V.M.P. In the present situation, 
however, the Bureau of Land Management rejected the four mining 
claims situated within the limits of the Vulture City Townsite 
for the reason that V.M.P. never had any title to the ground in 
question. The later purchase of the Vulture City Townsite was 
therefore not a perfection or defense of V. M. P. IS title to the 
Property, but was instead the acquisition of new rights from a 
third party. 

-10-
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In addition to the foregoing, it is difficult to understand 

V.M.P.'s argument when it is considered that, at the time of the 

application for purchase, V.M.P. never asserted that the separate 

acquisition of title by Mr. Dickerson was to be for V.M.P. 's 

benefit. Indeed, as part of the same transaction, V .M. P. did 

purchase in its name the acreage necessary to insure the 

integrity of its patented claim located within the townsite 

patent. Further, at no time has V.M.P. ever offered to pay any 

of the costs associated with the transaction,10 as would be 

required were this a "title correction" situation governed by the 

Agreement. There is simply no basis under the Agreement, or any 

logical reason otherwise, to require Budge to convey its portion 

. of the Vulture City Townsite to V. M. P. Budge purchased the 

Property, and it belongs to Budge. 

IV. V.M.P. Has No standing to Maintain Any Claim by John 

Osborne. 

V.M.P. finally claims that Budge violated an obligation to 

employ John Osborne "throughout the term of the Agreement." This 

claim, however, belongs to John Osborne himself, and not V.M.P. 

The Arizona Supreme Court long ago held that: 

maintain an 
in respect 

or duty, 

No person can 
subject matter, 
interest, right, 
fiduciary. 

action respecting a 
of which he has no 
either personal or 

10The total cost of the acquisition included $12,046.83 in 
legal fees and other costs associated with the action, an 
appraisal fee of $1,500.00, the purchase price of $16,400.00, a 
survey bill of $5,409.72, and approximately $10,000.00 of time 
allocated to personnel of Budge. 

-11-
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Neil v. Chrisman, 26 Ariz. 566, 574, 229 Pac. 92 (1924). V.M.P. 

therefore has no standing to assert John Osborne's claim. 

Inasmuch as John Osborne is not a party to this action, then, 

this claim must be dismissed. 

In any event, Budge owes no obligation to John Osborne. 

There is nothing in either the Agreement or First Amendment 

requiring Mr. Osborne's employment or addressing Mr. Osborne at 

all. The reference to Mr. Osborne's employment apparently arises 

from a "Memorandum of Understanding" between Budge and V .M. P. 

dated July 1, 1984, providing for compensation to James and John 

Osborne for certain work during a preliminary or "option" term of 

the Agreement as follows: 

If Budge exercise 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 [sic], 
provided, however, that the decision to use 
or not use such services shall be within the 
sole discretion of Budge. 

By the First Amendment effective February 1, 1985, Budge 

exercised its option to lease the Property. Budge thereafter 

utilized Mr. Osborne's services for an additional period of time 

until August 1988, when Mr. Osborne was advised that no further 

assistance was required. By the plain terms of the "Memorandum 

of Understanding," Budge retained the sole discretion whether or 

not to use Mr. Osborne's services. Budge has therefore fully 

complied with any obligation owed Mr. Osborne, and no further 

obligation is due. 

-12-
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V. Conclusion. 

For all of the foregoing reasons, Budge is entitled to 

summary judgment on the counterclaim asserted by V.M.P. As part 

of such judgment, Budge is entitled to a declaration that V.M.P. 

has no right, title or interest of any nature in and to the 

Vulture City Townsite property now in Budge's possession. 

Further, and pursuant to A.R.S. § 12-341.01, Budge is entitled to 

its reasonable attorneys' fees incurred in this matter, and 

counsel will submit an appropriate affidavit when necessary. 

Respectfully submitted this day of September, 1991. 

DeCONCINI McDONALD BRAMMER 
YETWIN & LACY, P.C. 

By 
~M~i~c~h-a-e-l~~R-.~U~rm~a-n----------------------

2525 East Broadway Blvd., suite 200 
Tucson, Arizona 85716-5303 
Attorneys for Plaintiff 

COpy of the foregoing mailed 
this ____ day of September, 1991, to: 

W. Scott Donaldson, Esq. 
301 West Indian School Road 
Suite 102 
Phoenix, Arizona 85013-3214 
Attorney for Defendant V.M.P., Inc. 

COpy of the foregoing hand-delivered 
this ____ day of September, 1991, to: 

The Honorable Marilyn A. Riddel 
Maricopa County Superior Court 
101/201 West Jefferson 
Phoenix, Arizona 85003-2205 

9109031515 . mrul . 900075 
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DINO DECONCINI ROBERT M. S T RUSE 

WILLIAM B, HANSON JOHN C. RICHARDSON 

DAVID C. ANSON JAMES A. JUTRY 

SPENCER A. SMITH MICHAEL R. URMAN 

DENISE M. BAINTON DAVID F. GAONA 

KAREN J. NYGAARD FRANCES .J. HAYNES 

PHILIP R . WOOTEN LUIS A . OCHOA 

SUSAN E. MILLER GARY F. URMAN 

MARK D. LAMMERS 

CHRISTINA URIAS 
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PLEASE REPLY TO PHOENIX 

Ms. Carol O'Brien 
A.F. Budge (Mining) Limited 
4301 North 75th Street 
Suite 105 

ATTORNEYS AT LAW 

May 24, 1991 

Scottsdale, Arizona 85251-4630 

2525 EAST BROADWAY BOULEVARD, SUITE 200 

TUCSON, ARIZONA 85716-5303 

(602) 322-5000 

FAX: (602) 322-5585 

2901 NORTH CENTRAL AVENUE, SUITE 1644 

PHOENIX, ARIZONA 85012· 2736 

(602) 241-0100 

FAX: (602) 241-0220 

Re: C1earvater/A.F. Budge (Mining) Limited v. VMP, Inc. 

Dear Ms. O'Brien: 

Enclosed herewith is a copy of an Answer and Counterclaim filed 
by VMP, Inc. in the above-referenced action. As you will recall, this 
action was filed to maintain the lease for the Vulture Mine Property 
in the face of a formal default letter sent by VMP, Inc. Our office 
has prepared and filed a response to the Answer and Counterclaim, and 
copies of these documents are also enclosed herewith. 

Given that the lease property has been turned back to VMP, Inc., 
much of what was previously at issue in this lawsuit is now moot. 
There remain, however, issues concerning VMP's claim against your 
company for a $75,000 "production bonus," as well as an issue 
pertaining to John Osborne's employment and the ownership of the 
Vulture City Townsite. Given the filing of the Answer and Counter­
claim by VMP, Inc., this lawsuit will now be moving along toward 
resolution of these issues. 

At the present time, it is our recommendation that we amend our 
earlier filed Complaint in this action to accurately set forth for the 
court the present status of the leasehold for the property in 
question, i.e., that the leasehold has been turned back to VMP, Inc., 
and that the only real issues for resolution are those set forth 
above. We should then consider bringing some form of motion to have 
the issues decided short of trial. After you have had a chance to 
review the enclosed and to consider this matter further, please give 



Ms. Carol O'Brien 
May 24, 1991 
Page 2 

me a call so that we might further discuss how we will deal with this 
matter. 

ur~~ 
MRU:kaw 

Enclosures 

cc: John C. Lacy, Esq. 

9105240813.mrul.900075 



W. Scott Donaldson 
Attorney-at-Law 
301 W. Indian School Rd. #102 
Phoenix, Arizona 85013-3214 
Arizona State Bar Number - 005708 

Attorney for Counterclaimant 

nc.C£IVE.U 
D,CONCINI McDONALD. BRANN!:;? 

YET'," )\, 1\ '~ry p C. 
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IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF MARICOPA 

CLEARWATER MINING CORPORATION, 
an Arizona corporation, as 
nominee of A.F. BUDGE (Mining) ) 
LIMITED, a Foreign corporation;) 
and ARIZONA-ONTARIO ) 
EXPLORATIONS, INC., an ) 
Arizona Corporation ) 

Plaintiffs, 

VS. 

V.M.P. MINING PROPERTIES, 
("V.M.P.") an Arizona 
corporation, 

Defendant. 

) 
) 
) 
) 
) 

INC.,) 
) 
) 
) 
) 
) 

---------------------------) 
VULTURE MINING PROPERTIES, 
INC., (V.M.P.), an Arizona 
corporation, 

Counterclaimant, 

VS. 

) 
) 
) 
) 
) 
) 
) 
) 
) 

CLEARWATER MINING CORPORATION, ) 
an Arizona corporation, as ) 
nominee of A.F. BUDGE . (MINING) ) 
LIMITED, a Foreign corporation;) 
and ARIZONA-ONTARIO ) 
EXPLORATIONS, INC., an ) 
Arizona corporation, ) 

Counterdefendants. 
) 
) 

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

NO. CV 90-15743 

ANSWER AND COUNTERCLAIM 

.. 
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ANSWER 

For its answer to the complaint, Defendant V.M.P. admit, 

deny and allege as follows: 

Deny each, every and all allegations of the complaint except 

for those allegations which are specifically admitted. 

Assert all of the affirmative defenses which may be asserted 

pursuant to the Rules of Civil Procedure. The defenses asserted 

include but are not limited to those mentioned in Rules 8 and 12. 

All affirmative defenses are asserted to the extent that facts 

are known or should become known to warrant their being asserted. 

Affirmative defenses specifically being asserted at the time 

of this Answer are: 

1. Failure to state a claim upon which relief can be 

granted. 

2. Unclean hands. 

3. Estoppel. 

4. Waiver. 

5. Failure of consideration. 

To the extent that attorney fees might prove to be allowable 

pursuant to statute, rule or other basis, the Defendant request 

that it recover its attorney's fees of this action. 

Defendant admits that V.M.P. Inc. is an Arizona corporation 

doing business in Maricopa County. 

Defendant admits that the Superior Court of Maricopa County 

has jurisdiction to issue declaratory ..relief pursuant to Ariz. 

Rev. Stat. Ann. 12-1831. et seg. 

2 



( I () 

Defendant admits that V.M.P., Inc. and A.F. Budge Mining 

Limi ted entered into an agreement. The agreements speaks for 

itself. 

Defendant admits that V.M.P., Inc. and A.F. Budge Mining 

Limited entered into a First Amendment dated February 1, 1985. 

The agreement speaks for itself. 

Defendant admits that it sent a letter dated May 1, 1990. 

The document speaks for itself. 

Defendant admits that A.F. Budge Mining Limited sent a 

response dated May 24, 1990. The document speaks for itself. 

WHEREFORE the Defendant prays for relief as follows: 

1. For judgment declaring that Plaintiff defaulted under the 

Agreement and First Amendment. 

2. That Defendant be awarded its costs and expenses of this 

action. 

3. That Defendant be awarded its attorney' fees for this action. 

4. For interest on the judgment at the maximum rate allowed by 

law. 

5. For such other and further relief as is just and reasonable. 

COUNTERCLAIM - BREACH OF CONTRACT 

For its counterclaim against Plaintiffs, Defendant VMP 

alleges as follows: 

1. On information and belief Plaintiffs A.F. Budge Mining 

Limited is a corporation licensed under the laws of England and 

Nevada. 

2. Defendant VMP is an Arizona corporation doing business in 

3 



, 

() 

Maricopa Count. 

3. On July I, 1984, VMP and A.F. Budge Limited entered into an 

Option and Lease Agreement, concerning patented and unpatented 

mining claims in Maricopa County. 

Y 4. On February I, 1985 VMP Incorporated and A.F. Budge Mining 
.' 

Limited entered into a First Amendment to the Agreement. 

5. On information and belief Clearwater Mining Corporation is an 

Arizona corporation. 

6. On information and belief Clearwater Mining Corporation is a 

wholly owned subsidiary of A.F. Budge Mining Limited. 

7. Counterdefendants have caused an event to occur in Maricopa 

County, Arizona out of which this counterclaim arises. 

~ . 8. On information and belief Arizona-Ontario Explorations, Inc. 
, 

is an Arizona corporation doing business in Maricopa County as 

Arizona Explorations, Inc. 

9. On information and belief Clearwater and Budge assigned the 

Agreement and First Amendment to Arizona Explorations on March I, 

1990. 

10 . VMP was neither consulted nor did it grant permission for 

. / this assignment. 

/

'. 1. 
f--: 

minimum royalties due under the Agreement. 

A. F • Budge Mining Limited has failed to pay the advance 

\> 12. On information and belief A.F. Budge has failed to make the 

~reqUired $75,000.00 'production bonus payment required by the 

First Amendment. 

13. On information and belief A.F. Budge failed to transfer the 

4 



( ) 

Vulture townsite to V.M.P. 

14. On information and belief A.F. Budge Mining Limited failed 

to employ John Osborn throughout the term of the Agreement. 

15. A.F. Budge Mining Limited has breached its agreement with 

V.M.P. 

16. To the ' extent that attorney's fees might be allowable 

pursuant to statute, rule or other basis the 

Defendant/Counterclaimant request that it recover its attorney's 

fees of this action. 

WHEREFORE Defendant/counterclaimant pray for judgment as 

follows: 

1. For damages in an amount to be proven at trial plus 

prejudgment interest thereon to the extent that such interest is 

allowed by law. 

2. For its costs, expenses and attorney's fees of this action. 

3. For interest on the judgment at the maximum rate allowed by 

law. 

4. For such other and further relief as the Court deems proper. 

DATED this day of _~~l~-~~: ~!~ _____ , 1991 I--~ - -\ .: ~ , ~ 
\ 

W. Sco t 
Attorney 

5 
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VERIFICATION 

STATE OF ARIZONA ) 
)ss. 

COUNTY OF MARICOPA ) 

Larry Beal, being first duly sworn, deposes and says: that 
he is President for the Defendant/Counterclaimant named above 
and, as such, is authorized to make this verification; that he 
has read the foregoing Answer and Counterclaim and knows the 
contents thereof, and that the allegations therein contained are 
true in substance and in fact, except those made on information 
and belief, which are believed to be true. 

~ //y£J ~~~restfeht 
SUBSCRIBED AND SWORN to before me this ~ day of ./ 

~;\ , 1991. t 
My commission expires: 

My Comr.:l~l:Jn £X;irw Aug. 31,1994 

6 
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,-./ 

( 

Original of the foregoing 
d~ered this 30 day of 

, ; \ ,199rtO: 

Clerk of Superior Court 
201 West Jefferson 
Phoenix, Arizona 

Copies of the foregoing 
maile~ this ~C' day of 

.:A:D'\ \ \ ,T§"9'1 to : 
( 

Michael R. Urman 
DeConcini McDonald Brammer Yetwin & Lacy, P.C. 
2901 North Central Avenue, Suite 1644 
Phoenix, Ariz9na 5012-2736 

• 
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Michael R. Urman (I.D. No. 7611) 
DeCONCINI HcDONALD BRAMMER 

YETWIN " LACY, P. C • 
2901 North Central Avenue 
Suite 1644 
Phoenix, Arizona 85012-2736 
(602) 241-0100 

Attorneys for Plaintiffs 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF MARICOPA 

CLEARWATER MINING CORPORATION, ) 
an Arizona corporation, as nominee ) 
of A.F. BUDGE (MINING) LIMITED, a ) 
foreign corporation, and ARIZONA- ) No. CV 90-15743 
ONTARIO EXPLORATIONS, INC., an ) 
Arizona corporation, ) REPLY TO COUNTERCLAIM 

) 
Plaintiffs, ) 

) 
vs. ) 

) 
V.M.P. INC., an Arizona ) 
corporation, ) 

) 
Defendant. ) 

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

VULTURE MINING PROPERTIES, INC., ) 
("V.M.P."), an Arizona ) 
corporation, ) 

) 
Counterclaimant, ) 

) 
vs. ) 

) 
CLEARWATER MINING CORPORATION, an ) 
Arizona corporation, as nominee of ) 
A.F. BUDGE (MINING) LIMITED, a ) 
foreign corporation; and ARIZONA- ) 
ONTARIO EXPLORATIONS, INC., an ) 
Arizona corporation, ) 

) 
Counterdefendants. ) 

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



1 Counterdefendant Clearwater Mining Corporation, an Arizona 

2 corporation ("Clearwater"), as nominee to A.F. Budge (Mining) 

3 Limited, a foreign corporation ("Budge"), hereby responds to the 

4 Counterclaim of Vulture Mining Properties, Inc., an Arizona 

5 corporation ("V.M.P."), as follows: 

6 1. Clearwater and Budge a~lit paragraph 1 of the Counter-

7 claim. 

8 2. Clearwater and Budge a~it paragraph 2 of the Counter-
>-

9 u 
S " 

claim. 
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3. Clearwater a~d Budge a~it paragraph 3 of the Counter-

claim. 

4. Clearwater and Budge a~it paragraph 4 of the Counter-

claim. 

5. Clearwater and Budge a~it paragraph 5 of the Counter-

claim. 
U 0 Z 01 16 0 N 
U 

6. Clearwater and Budge a~it paragraph 6 of the Counter-
'" c 

17 claim. 

18 6. Clearwater and Budge a~it paragraph 6 of the Counter-

19 claim. 

20 7. Clearwater and Budge a~it paragraph 7 of the Counter-

21 claim. 

22 8. Clearwater and Budge admit paragraph 8 of the Counter-

23 claim. 

24 9. Clearwater and Budge a~it paragraph 9 of the Counter-

25 claim. 

26 

-2-



1 10. Clearwater and Budge deny the allegations in paragraph 

2 10 of the Counterclaim. 

3 11. Clearwater and Budge deny the allegations in paragraph 

4 11 of the Counterclaim. 

5 12. Clearwater and Budge deny the allegations in paragraph 

6 12 of the Counterclaim, and affirmatively allege that no 

7 "$75,000.00 production bonus payment" is required under the terms 

8 of either the Option and Lease Agreement or First Amendment 
>-

9 u 
<I: 
..J 'f 

thereto. 
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13. In response to paragraph 13 of the Counterclaim, 

Clearwater and Budge affirmatively allege that conveyance of the 

Vulture City Townsite to V.M.P. is in no manner required under 

the terms of either the Option and Lease Agreement or First 

Amendment thereto, and that the Vulture City Townsite remains in 

the possession of Budge. 
U 0 z CIl 16 0 N 
U 

14. In response to paragraph 14 of the Counterclaim, 
!oJ 
0 

17 Clearwater and Budge affirmatively allege that the employment of 

18 John Osborne is in no manner required under the terms of either 

19 the Option and Lease Agreement or First Amendment thereto. 

20 15. Clearwater and Budge deny the allegation in Paragraph 

21 15 of the Counterclaim. 

22 16. Clearwater and Budge deny that V.M.P. is entitled to 

23 any award of attorneys' fees for this action. 

24 17. Clearwater and Budge hereby deny each and every 

25 allegation contained in the Counterclaim that is not specifically 

26 admitted herein. 

-3-



1 

2 

3 

4 

5 

6 

7 

8 
>-

9 u 
c( 
..J 't 

't 
ctj ~ 10 
~ W 

I- '" ~z - C') 
::l ... 

I;:iQ II) (II 11 >-:t~ W N 
a:: '" ot ::l ;; 0 
14.1 ~..I Z III ° 12 :::E"'f- WCD -
:::E0ot><O 
c(U ot z ': 
a::.JUl.JO ~ 
1Il~~otN (II 13 OQZ~irN 
..JIIlO::Z<O 
c( l!] 0 W " '" 

14 ~~::o?':-
o",otI Z 
u" I- III 

:::Eo{ 0:0 
15 o I 

Z Z Q. 

U 0 Z 01 16 0 N 
U 

'" 0 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

18. Clearwater and Budge allege that the Counterclaim fails 

to state any claim under which relief may be granted. 

19. As and for affirmative defenses, Clearwater and Budge 

assert waiver, estoppel, payment, laches, statute of limitations 

and the statute of frauds. Additional affirmative defenses may 

be revealed by discovery. 

20. Clearwater and Budge further affirmatively allege that 

v . M. P. is entitled to no relief on the counterclaim herein for 

the reasons set forth in Exhibit D to the Complaint herein, which 

exhibit is incorporated herein by this reference. 

WHEREFORE, Clearwater and Budge request that the Counter-

claim herein be dismissed and that V.M.P. take nothing thereby, 

and that Clearwater and Budge receive an award of their 

attorneys ' fees and costs of suit incurred in the defense of this 

matter, along with such other and further relief as the Court 

deems appropriate. 
./ s' 

Respectfully submitted this _~ __ l_- day of May, 1991. 

DeCONCINI McDONALD_~RAMMER 

. YETr & LACY";" 2!' C .---

~-"- ('- / ' r ' I "~ ; 
By/- \ \LCl.~~ ~f)/ - ---

Michael R. Urma~ \ 
2901 North Central~venue ) - . . .--"'" 

Suite 1644 
Phoenix, Arizona 85012-2736 
Attorneys for Plaintiffs 

ORIGINAL of the foregoing hand-delivered 
this '~ day of May, 1991, to: 

Clerk of the Superior Court 
201 West Jefferson 
Phoenix, Arizona 85003 
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COpy of the foregoing mailed 
this 2,1( day of May, 1991, to: 

w. Scott Donaldson, Esq. 
301 West Indian School Road, #102 
Phoenix, Arizona 85013-3214 
Attorneys for Counterclaimant 

9105210255 .mrul. 9 00 0 7 5 
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Michael R. Urman (1.0. No. 7611) 
DeCONCINI llcOONALD BRA1l1lER 

YETWIN , LACY, P.C. 
2901 North Central Avenue 
Suite 1644 
Phoenix, Arizona 85012-2736 
(602) 241-0100 

Attorneys for Plaintiffs 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR ~~ COUNTY OF MARICOPA 

CLEARWATER MINING CORPORATION, ) 
an Arizona corporation, as nominee ) 
of A.F. BUDGE (MINING) LIMITED, a ) 
foreign corporation, and ARIZONA- ) 
ONTARIO EXPLORATIONS, INC., an ) 
Arizona corporation, ) 

Plaintiffs, 

vs. 

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

Defendant. 

) 
) 
) 
) 
) 
) 
) 
) 
) 

---------------------------------) 
VULTURE MINING PROPERTIES, INC., 
("V.M.P."), an Arizona 
corporation, 

Counterclaimant, 

vs. 

CLEARWATER MINING CORPORATION, an 
Arizona corporation, as nominee of 
A.F. BUDGE (MINING) LIMITED, a 
foreign corporation; and ARIZONA­
ONTARIO EXPLORATIONS, INC., an 
Arizona corporation, 

Counterdefendants. 

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

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

No. CV 90-15743 

MOTION TO DISMISS 
COUNTERCLAIM BY 
COUNTERDEFENDANT 
ARIZONA-ONTARIO 
EXPLORATIONS, INC. 
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Counterclaim defendant Arizona-Ontario Explorations, Inc., 

an Arizona corporation ("Arizona Explorations"), by its counsel 

undersigned, hereby moves that the Counterclaim filed by Vulture 

Mining Properties, Inc., an Arizona corporation ("V. M. P. "), be 

dismissed. V.M. P. 's Counterclaim against Arizona Explorations 

should be dismissed for the following reasons: 

1. On March 4, 1991, Arizona Explorations voluntarily 

dismissed its claims in this action pursuant to Rule 41(a) of the 

A.R.C.P. From this point forward, Arizona Explorations ceased to 

be a party to this litigation, and the above-referenced 

Counterclaim is therefore inappropriate. 

2. V.M.P. 's Counterclaim makes no allegations or claims 

for relief as to Arizona Explorations, or which could be 

construed as a claim against Arizona Explorations. Therefore, 

because the Counterclaim states no claim against Arizona 

Explorations, the Counterclaim should be dismissed for this 

reason as well. 

"Jj >1 
Respectfully submitted this ~day of May, 1991. 

ORIGINAL of the foregoing 
hand-delivered this 2J~ day 
of May, 1991, to: 

DeCONCINI MCDONfLD- --
I 

~ETW N & ~CY, 'P. C.. ) 

BY ~\(' ~~ 
ichael R. Urman 

2901 North Central' -Avenue --._--
Suite 1644 
Phoenix, Arizona 85012-2736 
Attorneys for Plaintiffs 
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Clerk of the Superior Court 
201 West Jefferson 
Phoenix, Arizona 85003 

COpy of the foregoing mailed 
this ~ day of May, 1991, to: 

W. Scott Donaldson, Esq. 
301 West Indian School Road, #102 
Phoenix, Arizona 85013-3214 
Attorneys for Counterclaimant 

7 9105210241.wru1.900075 
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DECONCINI McDONALD BRAMMER YETWIN B LACY 
A PROFESSIONAL CORPORATION 

EVO DECONCINI (1901-1986) 

.,JOHN R . McDONALD ...J, WM. BRAMMER, .JR. 

RICHARD M. YETWIN .JOHN C. LACY 

DINO DECONCINI ROBERT M. STRUS E 

WILLIAM B . HANSON .JOHN C. R ICHARDSON 

DAVID C. ANSON .JAMES A • .JUTRY 

SPENCER A. SMITH MICHAEL R. URMAN 

DEN I SE M. BAINTON DAVID F. GAONA 

KAREN J. NYGAARD FRANCES ...J. HAYNES 

PHILIP R. WOOTEN LUIS A . OCHOA 

SUSAN E. MILLER 

MARK D . LAMMERS 

CHRISTINA URIAS 

GARY F. URMAN 

WAYNE E. YEHLING 

PLEASE REPLY TO PHOENIX 

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

ATTORNEYS AT LAW 

July 9, 1991 

Scottsdale, Arizona 85251-4630 

2525 EAST BROADWAY BOULE VARD. 5UITE 200 

TUC50N. ARIZONA 85716-5303 

(602) 322-5000 

FAX: (602) 322-5585 

2901 NORTH CENTRAL AVENUE. SUITE 1644 

j:)HOENIX, ARIZONA 85012-2736 

(602) 241-0100 

FAX: (602) 241 - 0220 

RECEIVED J U L 1 0 1991 

RE: Clearwater/A.F. Budge (Mining) Limited v. VMP, Inc. 

Dear Ron: 

Enclosed herewith is a copy of an order from the Maricopa County 
Superior Court granting, with defendant's consent, our motion for 
leave to amend the complaint in the above case. We will continue to 
keep you apprised of developments in t is matfer-a~hey occur. 

Encl. 
MRU:mv 
9107090145.900419.short 

t velK!lY 
I~~chael R. 



Office Distribution 

June 27, 1991 

NO. CV 90-15743 

SUPERIOR COURT OF ARIZONA 
MARICOPA COUNlY 

HON. MARILYN A. RIDDEL 

r 
RECFIVEO 

JUL 0 1 '91 

PReCESSED 

JUi. 02::11 

L' ., . 
CLERK OF THE COURT 

J. Ciesielski 
Deputy 

CLEARWATER MINING CORP., et al Michael B: U rman_ 

v. 

V M P, INC. W. Scott Donaldson 

No oral argument having been requested and no response having been filed 
within the time permitted by law or at all, under the rules, Defendant thereby consents to 
the granting of Plaintiffs' motion for leave to amend complaint. 

So ordered, and the amended complaint is filed this date. 

Docket Number 019 
Page --1L 

.J 
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Michael R. Urman (I.D. No. 7611) 
DeCONCINI McDONALD BRAMMER 

YETWIN & LACY, P.C. 
2901 North Central Avenue 
Suite 1644 
Phoenix, Arizona 85012-2736 
(602) 241-0100 

Attorneys for Plaintiff 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF MARICOPA 

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

Plaintiff, 

vs. 

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

Defendant. 

No. CV90-15743 

AMENDED COMPLAINT 

The Plaintiff, by its counsel undersigned, and pursuant to 

A.R.S. § 12-1831 et seq., for its claim for declaratory relief 

alleges as follows: 

1. Plaintiff Clearwater Mining Corporation ("Clearwater") 

is an Arizona corporation. Clearwater is a wholly-owned 

subsidiary and nominee of A. F. Budge (Mining) Limited ("Budge"), 

a corporation registered under the laws of England and the State 

of Nevada, on an Option and Lease Agreement (and First Amendment 

thereto) entered into between Budge and Defendant V.M.P., Inc. 



1 2 . Defendant V.M.P., Inc. ("V.M.P.") is an Arizona 

2 corporation doing business in Maricopa County, Arizona. 

3 3 . This Court has jurisdiction to issue the declaratory 

4 relief sought herein pursuant to A.R.S. § 12-1831 et seq. 

5 4. On or about July 1, 1984, Budge and V.M.P. entered into 

6 an Option and Lease Agreement (the "Agreement") concerning 

7 patented and unpatented mining claims situated in Maricopa 

8 County, Arizona. A copy of the Agreement is attached hereto as 
>- 9 u 
<t 
~ 'I 

Exhibit A and is incorporated herein by this reference. 
'I 
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Thereafter, on or about February 1, 1985, these same parties 

entered into a First Amendment to the Agreement (the "First 

Agreement"). A copy of the First Amendment is attached hereto as 

Exhibit B and is incorporated herein by this reference. 

On or about March 1, 19~, Clearwater and Budge 5. 

assigned the Agreement and First Amendment to Arizona-Ontario 
u 0 Z 0> 16 0 N 
U 

an Arizona corporation ("Arizona Explorations, Inc. , 
'" c 

17 Explorations") reserving therein a contingent right of 

18 reassignment to Clearwater and Budge. 

19 6. Paragraph 8(a) of the Agreement provides that, in the 

20 event of any claim by lessor (V.M.P.) of default under the 

21 Agreement, if the lessee "in good faith disputes the existence of 

22 a default, Budge shall initiate appropriate action in a court of 

23 competent jurisdiction" within a thirty (30) day period from any 

24 notice of default provided by lessor V.M.P. 

25 7. By letter dated May 9, 1990 ("Default Letter"), V.M.P. 

26 gave notice of various alleged events of default under the 

-2-
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Agreement. A copy of the Default Letter (without exhibits) is 

attached hereto as Exhibit C and is incorporated herein by this 

reference. In response to the allegations in the Default Letter, 

and in an effort to eliminate any dispute, Budge responded to the 

default letter by correspondence dated May 24, 1990. A copy of 

this correspondence is attached hereto as Exhibit D and is 

incorporated herein by this reference. 

8. As of the date of the filing of the lawsuit herein, the 

allegations contained in the V.M.P. Default Letter had not been 

withdrawn. Accordingly, and to prevent unjust termination of the 

Agreement and First Amendment, Plaintiff filed this action for 

declaratory relief pursuant to Paragraph 8(a) of the Agreement. 

9. Since the date of filing of the lawsuit herein, Arizona 

Explorations, the assignee of the Agreement and First Amendment, 

elected to terminate the Agreement and First Amendment. Said 

termination became effective as of May 3, 1991. 

10. Although the Agreement and First Amendment have been 

terminated, the allegations of the Default Letter remain to be 

resolved between Plaintiff and V.M.P. In this regard, V.M.P. 

filed an Answer and Counterclaim to the original action hereto. 

11. The Plaintiff disputes the allegations of V .M. P. 's 

Default Letter and Counterclaim. As set forth in Exhibit D, none 

of V.M.P.'s allegations are sufficient or supportable to 

establish any violation of the terms of the Agreement and First 

Amendment that would entitle V.M.P. to any relief against 

Plaintiff. 
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12. Plaintiff is entitled to an award of its reasonable 

attorneys' fees incurred in connection with this litigation. 

WHEREFORE, Plaintiff seeks relief as follows: 

1. For a judgment of this Court declaring that no default 

has occurred under the Agreement and First Amendment, and that 

V.M.P. is entitled to no relief thereunder; 

2. For Plaintiff's cost of suit and reasonable attorneys' 

fees incurred herein; and 

3. For such other and further relief as the Court deems 

appropriate. 

---,'" Respectfully submitted this / () ~day of June, 1991. 

DeCONCI~I MCDO~ER 
~ETrN & L~/~Y :. }~~:( 

B \,J.( ( , , ( ~_)- _ '~lIVv,£ v-~ 
Michael R. urman _____ - ,/ 
2901 North Central Avenue 
Suite 1644 
Phoenix, Arizona 85012-2736 
Attorneys for Plaintiff 

COpy of the foregoing mailed 
this ~ day of June, 1991, to: 

W. Scott Donaldson, Esq. 
301 West Indian School Road 
Suite 102 
Phoenix, Arizona 85013-3214 
Attorney for Defendant 

9106100206.mrul.900075 
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08-14-04 
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OPTION AND LEASE AGREEMENT 

BY THIS OPTION AND LEASE AGREEMENT 

effective as of the 1st Jay of July, 1~b4, 

by and bet .... een v. 
.... hose address is 
herein) , 

M. P., lNC., an Arizoncl corporation, 
Wickenburg, Arizona 85358 ("Lessor" 

and 

A.F. BUDGE (MINING) LHllTED, a registered corporation (No. 1824873) under the laws of England ("Budge"), whose address is West Carr Road, Retford, Nottinghamshire, England ON22 7SW, 

the Lessor, in consideration 
herein, has granted certain 
follo .... ing terms and conditions: 

1. Recitals 

of the 
rights 

agreements 
to Budge 

set 
under 

forth 
the 

Lessor is the owner of certain mineral Froperties in Maricopa County, Arizona, more particularly described in Exhibit A. Budge desires to evaluate the mineral pote;--,tial of Property and :ease the Property if he deems development is feasible. It is the understanding of the par:ies that if Buege exercises its option, Budge shall form :I 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 ana exclusive option to enter into a lease .... ith the I,essor, which lease sh.;,ll lease and let the Property exclJsively unto Budge, its successors and assigns. During the term of the option Budge shall have the right to conduct Mineral Exploration and upon exercise ot its option, Dudge shall the rea f t e r h a vet her i g h t to con d u c t 1'1 i n i n g Act i v i tie s to produce, IJrocess and market Leased Substances during the term hereof. 

b. Definitions The · .... ords and phrases usea in the above grant shall have the following meanings: 

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

EXHIBIT A 
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particularly described in Exhibit A attache~ hereto. 

(2) "Leased Substances" snaIl incluae, but without being limitea to, all soil, sand ana gravel, rock, ores, minerals and mineral rights in, upon and under tne Property, excluding, however, coal, geotnermal resources, oil, yas, ano associated hydrocarbon gases. 

(3) "Mineral Exploration" shall incluae tnose 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 ana physical properties of such ores and minerals; including, but not limitea to, sur face tr ench ing I e xca va t iOllS, g eophy s ical ana geochemical surveys, drilling, the sinking of shafts for bulk sampling, and further lncluding the right to use the surface for access, to place and use facilities on the surface and to use water and other surface resources that may oe usetul or convenient in connection with such activities. 

(4) "Mining Activities" 
to those activities constituting 
activities related to the mineral 
the Property including the right: 

shall include, in adaition 
Mineral Exploration, all 
development ana mining of 

to mine (by open pit, strip, underground, solution mining or any other method, including any 
~. ethod 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, usef ul or convenient for the full enjoyment of all of the rights nerein granted; 

-- to mix or commingle Leas~d Substances ~ith any other ores produced oft the Property, proviaea that Budge snall first weigh, sample, and assay the Leased Substances in accordance with recognizea industry practice; 

-- to conduct any mining upon the Property and Budge's mining of aa)olning or nearby lands as a single mining operation as if the Property ana all such other properties constituted a single tract of land, in which event Budge shall have the exclusive right to use structures, facilities, equipment, 
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roadways, haulageways, and all other appurtenances installed on the Property for the purpose ot 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 snaits, openings or pi ts 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 mined with the Property as a single mining operation: provided that materials from other lands may not be deposited on the Property if it would interfere with potential mining operations on the Property. 

3. Term 

Unless sooner terminated under the termination provi­sions hereinafter contained, the term of the option shall be for one year but may be fUrther extended for an additional year by Budge. 'I'hereafter, if the option is exercisea, this Agreement shall be for an term of twenty (2u) years commencing on the effective date of exercise of tne option and for so long 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. Operations shall be dee~ed continuous as long as mining, processing or marketing operations do not cease tor a period of more than ninety : 9U) consecutive days or if the Property does not produce Three Hundred Fifty Thousana Dollars ($350,000.00) in gross sales or stockpiled values of Leased Substances for any calendar year. 

4. Payments to Lessor-

a. Option Payments Budge shall pay Lessor ~ix Thousand Five Hundred Dollars ($6,5UO.00) per month in order to keep its option to 1 ease in full force ana ef fee t. ';;Uch payment shall be payable mcnth1y three r..onths in auvance. 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. Aaditionally, it Budge elects to ex tend its option for the secona year, it shall pay Lessor a one-time bonus of Twenty-Five Tnousand Dollars ($25,000.00). 

b. Advance Minimum 
exercises its option to 

Royalty 
lease the 
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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 Six Thousand Five Hundred Dollars ($6,500.UO) 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 Buage mines ana 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 otner 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 accoraing to the Englehard buying price ot inaustrial bullion on tne date ot sale as follows: If gold is S4CJO or less, 6%; S401 to SbOLJ, 7%; $601 to $800, 8%; $8Ul to S1,OOO, 9%; Sl,OUl to $1,2UU, 10%; $1,201 to $1,400,11%; Sl,40l or more, 12%. The term "Net Returns" shall mean the total dollar value received from the purchaser of Leased Substances, less: . 

(l) 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, gross production, privilege or similar taxes assessed on or in connection with the are or measured by the value thereof; and (d) the cost of trans­portation from the Propert ~ t o the purchaser. 

(2) in the case of leaching or other solution mining tecnniques i~ addition to the deductions specifiea in (I) above, all proc~ssing 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 th~ SElling price. 

If ores or concentrates are processed at a smelter or otner facility owned, operated or controlled by Budge or treated on a toll basis for Bl;dge, the selling price snaIl be computea in the above manner with deductions for all charges and items of cost equivalent to the deauctions set forth above ana in any case not more than would be availaole at the nearest purchaser otherwise willing to accept such Leased Substances. 

d. Payment of Production Royalty - Production royalty palO to Lessor hereunder shall be due ana payabla within thirty (30) days after the end of each calenaar quarter for those Leased Substances sold and a settlement sheet received during the applicable calendar quarter after first deaucting any advance minimum royal ty paid for the applicable annual 
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period under section 4b hereof. All production royalty snall be accompanied by the settlement sheets or a similar state­ment showing the basis upon which the payment was computed. 
e. Method of Hakino Payments - All payments requirea hereunder may be mailed or deliverea to ~essor 's aadress or to any single depository as Lessor may instruct. Upon making payment to the authorized agent or aepository, Budge shall be relieved of any responsibility for the distribution of such payment to Lessor. The aelivery or the deposit in the mail of any payment hereunder on or before the aue date thereof shall be deemed timely payment hereunder. 

f. Fractional Interest All payments under this A<;reement, 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 hereunder shall be paid in the same proportion thereof as the undivided rights and title actually ownea by Lessor bear to the entire undivided rights and title to the Property, the areas incluaed therein, or any compensable damages or improvements. 

5. 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 Buege as shall not unreasonably or unnecessarily hinder or interrupt the operations of Budge, and (2) inspect the accounts and recoras used in calculating production royalty paiu 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 h:reunder as confidential and not to disclose the same without prior permission of Buoge. 

6. Oblig~tions of Budge 

a. Conduct of Operations - All work performed 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 sucn operations. 

b. Heights and Analysis - In all cases wnere ore or co nee n t rat e s are s to c k p i led 0 f f the Pro per t y 0 r co mm in g led with ore or concentrates not mined from the Property, Budge shall measure ore, weigh other product, and take and analyze samples thereof, in accordance with sound mining and metal-1 urg ical pr act ice, and keep accur a te records the r eof as a 
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basis for computing royalty payments, which recoras shall be available for inspection by Lessor in accordunce with Sectlon S. 

c. protection from Liens 6uage shall pay all expenses incurred by lt in its operations on the Property hereunder and shall allow no liens arising from any act of Budge to remain upon the Property; provlaeCJ, however, that Budge shall not be required to remove any such lien as long as Budge is contesting in gooo faith the validity or amount thereof. 

d. Indemnity Budge shall indemnify Lessor against and hold Lessor harmless from any suit, claim, Juagment or demand whatsoever arising out of negligence on the part ot Budge in the exercise of any of its rights pursuant to this Agreement, provided that Lessor, or anyone of them, or any person or instrumentality acting on its benalt, shall not have been a contributing cause to the event giving rise to such suit, claim, aemand or judgment. Budge snall maintain insurance to support the indemnification requirea by this Ayreement 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 leviea 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 snall, in ad6ition, pay all taxes related to production of Leased substances from L'1e Property, subject to Budge's right to deauct the amount of such production-related taxes from the dollar value r8ceived from the purchaser of Leased Substances in the computation of Net Returns under the provisions of subsection c(l)(c) of Section 4. Lessor shall pay, before delinquency, a II other taxes and assessments on the Property and i nprovements of Lessor thereon. In no event shall Budge be liable for any taxes levied or measurea by income of Lessor, or for taxes applicable to or levied against or basee upon ajvance or production royalty payments made to Lessor under th i s Ag r eemen t. Budge shall have the r i gh t to con tes t, 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 terminated or otnerwise expires, all ad valorem taxes that are Buege's responsibility shall be prorated as of the date Budge has removea its 
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improvements from the Property or Lessor agrees to their abandonment. 

f. Work Requirements -

(1) Budge agrees to perform assessment work (unless excused, suspended or deferree) for the beneiit of the unpatented mining claims included within the Pro~erty for each assessment year during which this Agreement continues in force beyond July 1 of the applicable assessment year. 'l'ne work performed shall be of a kind generally accepted as assessment work, and Budge shall expend 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 anyone or more of the claims will be for tne beneiit of all of them. Lessor further agrees tnat if Budge acquires a right to explore areas adjacent to the Property by location, purchase, lease or option, Budge shall have tne 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,OUlJ.UO). The nature, place ana conduct of such Work shall be at the sole aiscretion ot Budge, so long as such Work benefits the exploration, development or mining of the Property. The amoun-c of the expenditures shall be determined by the direct cost to Buage of Work performed, the salaries, expenses ana benefits burden of Budge's employees or consultants pertormir.g hork. 

g. Improvements and Structures on the Propert~ - Buege shall conduct all of its operations under this Agreement in such a way as to avo id, whever pos sible, damage to any anCl all improvements on the Property. If any such imptovements are destroyed or rendered non-usable by operations cf Buage, Lessor shall be compensated for the reasonable value thereof. The value shall be the replacement cost for comparable improvements. Prior to conaucting 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 designatea by Lessor not more tnan one-half mile trom the existing location of such structure. 

h. Reclamation - At the conclusion of any operations contemplatea under this Agreement, Budge shall undertaKe or 
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shall have comple ted those r ec lama t ion and lano res tor Q t ion measures as may be required by state or feaeral law and regulations for those lands disturbed or conditions created by activities of Budge under this Agreement. 1n any case, pr ior to the commencement of mining operations under tHis Agreement, Budge shall provide Lessor witn a reclamation plan to be put into effect where portions of the Property are no longer needed for mining and proauction related activities permitted under this Agreement. Such plan shall incluae at a minimum (i) the segregation and saving of topsoil during exploration and mining operations, (ii) tne measures tnat will be taken to control erosion, lanaslides, ana water runoff, (iii) the isolation, removal or control of toxic materials, and (iv) the reshaping of the areas disturbed, application of the topsoil, and revegetation of aisturbea areas, where reasonably practicable. 

~7. Title Matters 

a. ~epresentations and Warranties - Lessor represents and warrants to Budge that: (1) Insofar as the Property includes fee lands, the Lessor owns the entire undivided 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 appropr iate record maae thereof in compliance with the laws of the United States and the laws of Arizona, the assessment work for the year ending September 1 prior to the effective date of this Agreeme~~ nas been performed and appropriate record made thereof i~ compliance with applicable law, and there is no claim of aaverse mineral rights affecting such claims; (3) witn respect to the Property as a whole, except as specifiea in E;xhibit A, Lessor's title or possessory right to th~ Property is free and clear of all liens and encumbrances, and (4) tile 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, Less~r shall promptly deliver to Budge all abstracts of title to ana copies of all title documents affecting the Property which Lessor has in its possession. 

c. Title Defects, Defense and Protection - If -- (1) , 
in the opinlon of counsel retained by Budge, Lessor's ti tle to any of the Property is defective or less than 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, defena or 
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initiate litigation to protect such title. In that event, Lessor snall take such actions as are reasonably necessary to assist Budge in its efforts to perfect, aefend or protect such title. If title is less than as represented in this I, Section 6, then (and only then) the costs ana exr-enses oi l perfecting, def. e~ding or correcting title (including, but :i without being limited to, the cost of attorney's fees and the i· cost of releasing or satisfying any mortgages, liens and encumbrances), snall be a credit against payments tnereafter 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 Interest 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 tne interest actually owned by Lessor bears to the interest as represented herein. 

e. Amendment and Relocation of Mining Claims - Hudge 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 h~~ . ~~rQY...e.9_1 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 baa faith. 

f. Patent Proceedings - Ui?On request of Budge at any time or times during the term of this Agreement, Lessor agrees to undertake to obtain p3tent to any or all of the unpatented mining claims which ar~ subject to this Agreement. Budge shall prepare all documents and compile all data and comply in all r espec ts with the appl i cable law, all a t 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 proceedings subsequent thereto. If Lessor begins such proceedings ana Buage the r eafter r eques ts Les so r to d i scon t inue such proceed ings I or . if this Agreement is terminateo while proceedings are pending, Budge shall have no further obligation with respect thereto except to pay any unpaid expenses accrued in sucn 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 
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lands is repealed, amended, or new legislation is enactea, Budge shall have the right to take ~natever action it aeems appropriate to preserve a right to explor~ for, oevelop, and mine Leased Substances. If Budge elects to take any action under the terms ot this subsection, it soal! first notify Lessor in writing setting forth the natl.Ore of the proposea action and an explanatlon thereot. Lessor agrees to cooperate with Buege ana ~xecute ~natever cocuments are deemed necessary by Budge to accom~lish sucn action. Nothing in this subsection shall impose any oblIgation upon Budge to take any action, or diminish th~ right ot Lessor to taKe action it oeems appropriate; provideo, no.ever, that 1t Lessor chooses to take any action, it WIll flrst inform Budge of the nature of such conte~platea actlon. 

h. General - ~ot~l~g herein co~tu~r.~~ u~a n~ notlce or action which may be taken under this ~tctl0n 7 snaIl limit or detract from buege's risht to terr.-lnot(. trllS Agreem€:nt in the manner ~ereinafter provloeo. 

8. Termination; Removal of Prof€:rty; Gota 

a. Termination by Lessor 11 buuge oetaults in the performance of its obligations hereunoer, LeS50r shall give Budge written notice specifying the oefault. If the default is not cured within thirty (30) oays atter 8uoge has received t~e notice, or if Budge has not within that time begun action to cure the default and does not tnereafter diligently prosecute such action to corr?letlon, Lessor may terminate this Agreement by del~v€:ring to 8udge ~[lt:€:n notice of such termination, subject to Budge 's r 19r1t to remove its IJroperty and eguiFment from the Property, as n~r01~a~t€:r ~rovioeo. If Budge in gooo faith dlsputes the E:Xlstcnce of a default, Budge shall initiate appropriate actlon 1n a court of competent jurisdictior. within the 3u-ooy ~eriod ana the time to cure shall run from the date of Q tir.al oetermination that a default exists. LE-ssor shall have no right to terminate this Agreement except as set forth in tnls subsection a of Section 8. 

b. Termination bi' cJdc:e - Budge snc .. l nave the rignt to terminate this Agree~ent at any tlmE u~on sixty (bu) aays prior written notice from Buoge to Lessor. From ana after the date of termination, all right, title ano interest of Budge under this Agreement snaIl terrr.lr.ate, and Buoge shall not be required to make any furtner peyments or to perform any further obligations hereur.aer cor.cern1ng tne Property, except payment and obligations, the due oates tor tne paiment or performance of wnich occur prior to tr.e termination aate, including the obligations relatea to oar.;ages to tne surtace and improvements thereon. 
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c. 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 date ot termination within which it must remove from the Property all of its machinery, builaings, structures, facilities, equipment and other property of every nature and description erected, placed or situated thereon, except supports placed ins h aft s , d r i f t s 0 r 0 pen i n 9 sin the Pro per t y . r' ail u reo t Budge to so remove tne same shall constitute an abaneonment 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 ana thirty (30) days thereafter. Lessor may also, within fitteen (15) days after such notice of termination by Buege, elect to purchase any structures placed on the Property by 8uage. The purchase pr ice 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 terminatee, upon written request given by Lessor within thirty (3U) days of sa i d t e r min at ion, Bud g e s hall, wit h ina rea son a b 1 e time, furnish Lessor copies of all available noninterpretive exploration, development and mining data pertaining to tne Property prepared by or for 8udge. 

e. Relinquishment of Record If this Agreement is terminated or otherwlse explres, Budge shall proviae Lessor with a recordable document sufficient to proviae notice that Budge no longer asserts rignts to the Property uneer this Agreement. 

9. Notices 

Any notice or communication required or permitte3 here­under shall be effective when personally delive:eo or deposited, pOf.tage prepaid, certifieo or registered, in the united States mail to the addresses specified above. In the case of notice to Budge, duplicate notice snaIl be given to DMEA Ltd., 4203 N. Brown Avenue, Suite F, Scottsaale, Arizona 8 5 2 51. E i the r par t y .m a.l ' by not ice tot h e 0 the r g i v e n as aforesaid, change its mailing address for future notices. 
10., Binding Effect: Assignmeht 

Neither party shall assign its rights in this Agreement or the Property without the prior written consent of tne 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 {Jarents or subsidiaries of their corporate parents. A subsidiary snall be deemed any corporation or other entity in which tne party or 'its parent owns or controls il majority of the stock or interest. 

11. Force Najeurej No Implied Covenants 

If Budge is delayed or interruptea in or preventea 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 tnis Agreement (except as to obligations set forth in Sections 4 and 6), but the provisions shall ?gain come into full force and effect upon the termination of the per iod of delay, pre­vention, disability or condition. "Force majeure" includes all disabilities arising from causes oeyono the reasonable control of · Budge; including, without limitation, acts of Goa, accidents, fires, damages to facilities, labor troubles, unavailability of fuels, supplies and equipment, oreers or requirements of courts or government agencies, the inability to obtain environmental clearance or operating permits that may be required by governmental authorities, or if the prevailing levels of operating costs in relation to pre­vailing levels of prices makes it economically impractical for Budge to conduct production operations. It is expressly agreed that no implied covenant or condition whatsoever snaIl 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 effe::tive date of this Agreement, any part of wnicn claim is withLn one mile from the exterior boundarie, 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 :_ nclude such claims) and such additio;"lal claims shall constitute part of the Property as if describee herein. 

13. Memorandum 

The parties to this Agreement agree to execute and record a Memorandum of this Agreement in a form sutficient to constitute record notice to third parties of the rights gran ted her eunder , which may be r eco rded in the ot fie ial records of Maricopa County, Arizona. 

14. Construction 

a. Governing Law - Tnis Agreement shall be construed by the internal laws but not the laws of contlict 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) LIMIT£u 

eal, President 8y~~ __ ~~ __ ~~~~ ____ ___ 
A. F. Budge, Cha1 
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SSe 

. Before me, the unaersignea officer, personally appearea 
A. F. Budge, known to me to be the Cha i rman of A. F. Buoge 
(Nining) Limited, Q _registered co~roration unaer tne laws of 

land, this l.,u""f cay of "1V\.(~- , 19b4, anu 
leoged that he executeo the foregolng oocument tor ana 

If of the corporation with fUl~~~~O so. 

Tit 1 e : ts;1,($P", ~~ v 

OF ARIZONA ) 

county of Maricopa 
) SSe 
) 

The foregoing instrument 
~/SI day of au 'AId: 

Pre sid e n t 0 f v. M. if:, Inc., 
on behalf of the corporation. 

My commission expires: 
My Commission Up/res April 14, 1987 

was acknowledged before me tnis 
, 19b4, by Larry \"I. Beal, the 

an Arizona corporation, for ana 

, 

/~cvu7.t. a. 68~ 
Notary t>ubllC 
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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 lJorth, Range 6 Nest, 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 

Canon City 
Gold Nugget 
Astor 
Conkling 
Custer 
Elmore 
Hamilton 
Jane Elmore 
Sheridan 
Sherman 
Talmage 
Van Buren 
Pit Gold 
Vulture Extension 

Unpatented Lode ~ining Claims: 

~tineral Survey No. 

1797 
1797 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2522 
3146 

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 il 29 595 71745 Desert #5 29 598 71746 ,. Desert #8 29 596 71747 Desert #9 29 597 71748 Reserve #1 1965 161 71749 Reserve 12 1965 162 71750 Reserve 13 1965 163 71751 
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Mrcpa Cty Reds 

Name of Claim ~ Page 

Rosa de Oro 
Rosa de Oro 12 
Thomas 
Vulture North 

J.S. Group 

29 
29 
29 
35 

1 to 25 inclusive 7682 

Desert Group 
D-1A I 2 I 3 I 4 I SA I 

6 I 7, 8A, 9A, 10 to 
142 inclusive, 144 
to 155 inclusive 

Vulture Group 

15828 

V-I to 20 inclusive, 
V-25 to 81 inclusive, 
B1A, 82 to 89 inclusive, 
90A, 91 to 174 
inclusive 15828 

B-Lan Group 
1 to 21 inclusive, 15952 
22, and 23 16260 

Zen Group 
1 to 21 inclusive 15952 

Alan Group 
1 to 42 inclusive 15952 

and 16025 

591 
592 
593 

60 

390-439 

475-781 

79-419 

600-640 
601-603 

54~-584 

451-509 
518-540 

Unpatented Placer Mining Claims: 

BLH Serial No. 
A HC 

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 

Th~ names and place ~f record of the location notices of the unpctented placer mining claims in the official records of the Maricopa County Recorjer 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 BLM Serial No. 
Book Page A HC 

11693 739-776 77018 to 77051 inclusive 

7685 387-402 71781 to 71796 inclusive 
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~IRST AMENDMENT TO OPTION AND LEASE AGREEMENT 
BY THIS FIRST AMENDMENT TO OPTION AND LEASE AGREEMENT 

effec~iv. February 1, 1985, 

by and between V. M. P., Inc., an ~izona Corporation, whose address is Box 20202, Wicxenburq, Arizona 85358 (-Lessor­herein) , 

and 

A. F. BUDGE (MINING) LIMITED, a registered corporation under the laws of Enqland, whose address in West Carr Road, Retford, Nottinghamshire, England ON22 7SW (-Budge-), 
the Lessor 
oblig-ations, 
entered into 
follows: 

and Budge, in consideration of mutual promises and have modified their Option and Lease Agreement effective July 1, 1984 (the -Agreement W), as 

1. Exercise 2! Option 

By this ~endment Budge has exercised its option to lease the Property and the Agreement hereafter constitute a lease of the Property under the terms of ~he Agreement as modified by this Amen~ent. 

2. ~ 

The prov~s~ons of Section 3 of the Agreement are hereby deleted and the following substituted therefor: 

Onless sooner terminated under the termination provisions of the Asreement, this Amendment shall be for a term that shall remain in force for so loog as Budqe makes the payments specified in Section 3 hereinafter contained and performs annual work as requir~d by subsection f(l) of Secti>n 6. 

Once production commences, the lease shall remain in force so long as teased Substances are co~~inuously produced from the Property. The term may be extended by reasons of force majeure, as specified in Section 11 of the Agreement. Operations shall be deemed continuous as lonq as mining, processing or marketing operations do not cease for a period ot more than ninety (90) consecutive days or if the Property does not produce Three Hun4red Fifty Thousand Dollars ($350,000.00) in gross salea or .toekpiled values of Leased Substances. 

3. Payments ~ Lessor 

Subsection a of Section 4 is hereby deleted, subsection b of Sec~ion 4 1s hereby deleted and the following $ubstituted 

1 

EXHIBITB 



t~.r.for, and a new subs.ction 9 of Section. is hereby added .s follows, 

4. 

b. Advance Minimum ROYalta - Bud98 Ihall pay Les.or an Advance "ini~um Royalty base on the averaq. Handy and Harmon quoted buyinq price for industrial gold bullion for the two-month period preceding the due date ot the applicable payment as published in the Wall Street Journal. The amount payable shall be calculated based on the following .cale, 

!!!l1 Price/Ounce 

Less than $266.99 
$267.00 to $299.99 
$300.00 to $333.99 
$334.00 to $366.99 
$367.00 to $399.99 
$400.00 to $433.99 
$434.00 to $466.99 
$467.00 and above 

Monthly Payment 

$2,500.00 
$3,000.00 
$3,500.00 
$4,000.00 
$4,500.00 
$5,000.00 
$5,500.00 
$6,000.00 

Such Advance Minimum Royalty payments shall be payable monthly in adVance on or before the fifth day of the month and shall be a credit insofar as they will go toward' any monies due Lessor under the provisions of subsection c of this Section 4. 

g. Production Bonus - If Budge elect. 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 Budse commits to the expenditure of lunds 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 belore thirty (30) days after Budqe's announcement to it. stockholders that production will .. commence. 

Notice -
The address for duplicate notices ~o Budge i. hereby changed to OKEA Ltd., 7340 B. Shoeman Lane, Suite 111 -B- (E). Scottsdale, Arizona 85251. 

5. Ratification 

Except a8 specifically modified herein, remains in full force and effect. 
the Agreement 



'SIGNED, ' effective aa Jf the date recited above. 

LBSSOR, BUDGE, 

V.M.P., INC. A.P. 8~GE 

By: 1 
--~--~--~~~~-----

(MINING) LIMITED 

Larry W. Beal, President an 

J 



UNITED lCINGDOM ) 
) ... 
) 

Before me, the undersigned officer, personally appeared A. ~. Budge, known to me ~o be the Chairman of A. r. Budge (Mining> Limited, a registered corp ration under the law. of England, thi. \$~ day of , 1985, and acknowledged that he e ecuted the fQre in9 document tor and on behalf of the corporati with full authority to do so. 

STATE OF ARIZONA 

County at Maricopa 

-l--l . - ~'1 (u1Lv 
~ Title: 

) 
) 8S. 
) 

The foregoing instrument was acknowledged before me this 8th day at April, 1985, by Larry W. Beal, the President of V. H. P., Inc., an Arizona corporation, for and on behalf of the corporation. 

Nc,,'cZ,1.',1 Public My commission expires: 

Mt CommlSsJOfI Expires April 14, 1987 

0-

4 



ON 
AnORNEY·AT ·lAw 301 WEST INDIAN SCHOOl ROAD. SUtTE 10 PHOENIX. ARllONA 85013·321~ TELEPHONE (602) 264·1351 TELECOPIER (602) 279·9018 .~IIY~ »dI8NCINI ~o~NAlD· eRAIII,,1 YETWIN • LACY. '.e. 

MAY 14 1990 
nOT N. ([NTWA\. AVE .•• U. 18U fHOENtx. ARIZONA 150\1·1736 

A. F. Budge 
West Carr Road 
Retford, Nottinghamshire, 
England DN22 7SW 

John C. Lacy 

May 9, 1990 

DeConcini, , McDonald, Bremmer, Yetwin, 2525 East Broadway Blvd., Suite 200 Tucson, Arizona 85716 

Arizona Exploration, Inc. Exodyne Business Park 
8433 North Black Canyon HWy., Ste. 158 Phoenix, Arizona 85021 

DMEA Limited 
7340 East Shoeman Lane Suite 111 liB" 
Scottsdale, Arizona 85251 

Lacy & Zimmerman, P.C. 

Re: V.M.P., Inc. - A.F. Budge (Mining) Limited Option and Lease Agreement: Notice of Default 
Gentlemen: 

V.M.P .. Inc .. an Arizona corporation ("V.M.P."). pursuant to Section 8 of the above-referenced Option and Lease Agreement dated July 1. 1984. and the First Amendment thereto. hereby gives A.F. Budge (Mining) Limited ("Budge") notice of default. The defaults are specifically described below. 
1. Budge, or its agent, is treating or detoxifying solid wastes from another property at the Vul ture mine sj te. The details of this operation are provided in Exhibit A. This activity is not "Mineral Exploration" or "Mining Acti"ities" as defined in Sections 2.b.(3) and 2.b.(4) of the Agreement. V.M.P. requests that Budge immediately cease this activity and remove the approximately one hundred twenty five (125) cubic yards of material. 

2. Budge has assigned the Agreement to Arizona - Ontario Exploration, Inc. ("Arizona Exploration") without permission of V.M.P. That assignment is described in Exhibit Bo Section 10 of the Agreement requires consent by V.M.P. before an assignment is effective. V.M.P. will not approve the assignment because Arizona Exploration is not complying with federal mining laws and regulations as described in paragraph 3. 
3. Arizona Exploration is conducting mineral exploration activities on the property. The location of those activities 1s shown by the well registration documents attached hereto as Exhibit C. As of May 4, 1990, Arizona Exploration is conducting 

. EXHIBIT C 



Page two 
V.M.P., Inc. 

W. Scon DONALDSON 
ATTORNEy·AT·LAW 

301 WEST INDIAN SCHOOL ROAD. SUITE 1(1 .. 
PHOENIX. ARIZONA 85013·3214 

TelEPHONE (6021 264· 1 351 
TElECOPIER (6021279·9018 

those activities without having applied for or obtained the requisite federal permits or notices. 

4. Budge has failed to properly maintain unpatented mining claims as required by Sections 6.a. of the Agreement. The detai Is of this fai I ure are Exhibit D. 

all of the 
and 6.f.(1) 
outlined in 

5. Budge has failed to pay the advance minimum royalties due, pursuant to Sect ion 4. b. of the Agreement as amended, on March 5, April 5. and May 5. 1990. Although Arizona Exploration has attempted to make the April 5 payment, as indicated by Exhibit E. V.M.P. cannot accept this payment since it has not approved the Budge - Arizona Exploration assignment. 

6. Budge has failed to make the $75.000.00 Production Bonus Payment called for in Section 3.g. of the "First Amendment to opt ion and Lease Agreemen t" da ted February 1, 1985. Budge has been opera t i ng a heap 1 each i ng f ac iIi ty on the proper ty since approximately May 27. 1988 as is indicated by Exhibit F. This activity must be defined as mineral production since Budge is sending concentrates to G. D. Resources. Inc. and receiving payments therefrom, as indicated by the settlement statements 
8 t t8ch!d her!t 0 as Exhi hi t (3. Budge is ca 1 cul at! ng the advance mineral royalties paid to V.M.P. against income from 0.0. Resources, Inc. The "Remarks Sheet" (Exhibit H). given to Larry Beal on February 20, 1990 by Ron Short. shows this calculation an-l leaves V.M.P. convinced that Budge is producing minerals frClm th '~ property. 

7. Budge has fai led to transfer the Vul ture townsi te "'~o V.~.P. V.M.P. 's intent in agreeing to Section 12 of the Agreement was that any interest associated with the Vulture Mine and obtained by Budge wi thin the described boundaries would be subject to V.M.P. ownership. 

8. Budge has fai led to employ John Osborn throughout the term of the Agreement pursuant to Ben Dickerson's agreement with V.M.P. 

WSD/dmm 
cc: V.M.P., Inc. 
Enclosures 
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PLEASE REPLY TO TUCSOIC 

V.M.P., Inc. 
c/o Scott Donaldson, Esq. 
Attorney at Law 
301 W. Indian School Road 
suite 102 
Phoenix, AZ 85013-3214 

ATTORNEYS AT ~AW 

May 24, 1990 
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Re: Vul ture Mine properties, Inc. - A. P. Budge (Mining) Limited; option and Lease Aqreement, Notice of Oefault dated May 9, 1990 

Gentlemen: 

This letter is in response to Mr. Scott Donaldson's letter dated May 9, 1990, which was styled as a Notice of Default on behalf of V.M.P., Inc. under the referenced Agreement (the wNotice*) . This letter is in response to the allegations contained in the Notice. 

Item Number 1: 

By Item No. 1 of the Notice, it is asserted that the actions undertaken by A. F. Budge and \-:est :!rn Technologies in performing a remediation of certain material removed from land outside of the land subject to the AgreeIr.ent is not -mineral exploration­nor ·mining . activities· as granted under the terms of the Agreement. All of the actions related to the bio-remediation complained of are being taken on portions of the Vulture City Townsite purchased by A.F. Budge (Mining) Ltd., from the Superior Court of the State of Arizona, which land is the sole property of A.F. Budge and not subject to the terms of the Agreement. 
Items Number 2, 3, and 5: 

Items Nos. 2, 3, and 5 of the Notice are inter-related and will thus be discussed together. 

EXHIBITD 
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ATTORNEYS AT LAW 

As to the assertion in Item No.2, V.M.P. has previously been requested by A. F. Budge to approve an assignment of the Agreement to Arizona Explorations, Inc. and V.M.P. refused to take any action and has also insisted on some sort of money payment for the transfer, which payment is not required by the Agreement. By the Notice, the only basis for this refusal is that requisite federal permits for operations on the Property have not been obtained by Arizona Explorations. It is the position of A. F. Budge that V.M.P. originally withheld ~pproval of the assignment wi thout reasonable cause as evidenced by the fact that only post-assignment operations form the basis for the allegations of the Notice. Further, the deficiency asserted as set forth in Item No. 3 is that "as of May 4, 1990, Arizona Exploration is conducting those activities without having applied for or obtained the requisite federal permits or notices." To date, Arizona Explorations has drilled two holes on the property, both of which have been on patented mining claims and therefore has filed requisite notices with the Arizona Department of Water Resources for the drilling and completion of these drill holes. Because these activities have DQt taken place on federal land, it is A. F. Budge's position that no additional permitting is required and therefore there has been full compliance with the terms of the Agreement. 

These facts also relate to the allegations of Item No.5, by which it is asserted that certain payments have not been made as required by the Agreement because such payments have been tendered by Arizona E).:plorations without approval of the assignment. However, since no violation of the terms of the Agreement exists, as disc~ssed above, V.M.P. is in no position to assert that it cannot aCCEpt payments from Arizona Explorations. 
Item Number 4: 

Under the allegations contained in Item No. 4 of the Notice, V.M.P. has asserted that A. F. Budge has failed to properly maintain all of the unpatented mining claims as required by sections 6. a. and 6. f. (1) of the Agreement. This assertion apparently stems from two letters addressed to V.M.P. from the Un! ted states Bureau of Land Management dated May 12 and 13, 1990, wherein it was asserted that certain mining claims were being voided as a result of improper filings of annual assessment work. Subsequent to receipt of these letters, and as a result of actions taken by A. F. Budge, this decision of the Bureau of Land Management was vacated in part by a letter to Mr. Larry Beal on April 10, 1990, which decision reinstated all of the mininq 
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claims subject to the Agreement with the exception of the Vulture It 81-83, 8lA and VHP 6 and 7. 

In this regard, I call your attention to the fact that the Vulture ,81, '81A, 182 and '83, were declared null and void by a decision of the Arizona state Office of the Bureau of Land Management dated December 5, 1985, for the reason that these mining claims were located within the limits of the Vulture City Townsite and thus were void from their inception. As you will recall, this decision was appealed to the Interior Board of Land Appeals and was affirmed by an Order dated November 3, 1987. The possibility of taking appeal from this decision was then discussed with Mr. Scott Donaldson and the decision was made to not appeal to the United states Federal District Court. 

As for the VHP 6 and 7, these claims were originally located on land owed by the state of Arizona (Section 2) and were therefore void from their inception. 

Item Number 6: 

By Item No.6, the assertion is made that V.M.P. is owed $ 75, 000. 00 as a product ion bonus payment. Under the terms of sUbsection g of Section 4 of the Agreement, if A. F. Budge elects to commence mineral production on the Property, V.M.P. was to be pa id a one time product i on bonus 0 f $ 75, 000. The" commencement of production" under the terms of the Agreement occurs when: 

Budge commits to the expenditure of funds for a full-scale development of the Proper1.y 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 Budge has undertaken on the Property consists of reprocessing mine tailings from the pit Gold patented mining claim and from within portions of the Vulture City Townsite which operation was not based on any mine feasibility study. The parties contemplated that actual mining operations would be required as a prerequisite to this payment as evidenced by the contractual provision making the payment contingent upon "a full-scale development of the Property.· The reprocessing of 
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the tailings is not a -mining operation- in the strict sense of the word and the terms of the Agreement for purposes of the production bonus. No claim has ever been asserted that V.M.P. is not entitled to royalties on metal values recovered from the tailings. 

Further, other provisions of the Agreement suggest that the tailings reprocessing would not be the -full-scale mining­contemplated by the Agreement becausE;: if such processing were considered full-scale mining, such construction would cause considerable problems in the long-range development of the Property because once wproduction- commences, the term is fixed on the continuation of production. The reprocessing of the tailings is a relatively short-term activity and 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. 

Item Number 7: 

By Item No. 7 of the Notice, it was stated that A. F. Budge had refused to convey the Vulture City Townsite to V.H.P. in violation of the terms of the Agreement. By the terms of sUbsection c of section 7 of the Agreement, if title to any of the Property was defective, A. F. Budge was authorized to -perfect, defend or initiate litigation to protect such title.­Further, in the course of such activities, A. F. Budge was permitted to deduct the cost of ·perfecting, defending or correcting title (including the cost of releasing or satisfying any mortgages, liens and encumbrances) •.. - Thus, th~ Ag)"eement clearly contemplates that some sort of correction of def~cts in title would be entailed. As referred to above, in this case, the Bureau of Land Management rejected a number of mining claims that were situated within the limits of what turned out to be the vulture City Townsite in effect holding that V.M.P. never had any title to the ground in question. 

After appealing the Bureau of Land Management decision without success, A. F. Budge took certain actions to acquire title to the unsold portions of the Vulture City Townsite from the Judge of the Arizona Superior Court for Maricopa County (as the successor in interest to the Probate Judge who was granted the original title as trustee for the occupants of Vulture City). such purchase was not a perfection or defense of V.M.P.'s title to the Property, but was instead the acquisition of new rights from a third party. There are instances under the Agreement 



V.M.P., Inc. 
May 24, 1990 
Page 5 

-~CONCINI McDONALD I~AMME~ YETWIN' 'CY 

ATTORNEYS AT LAW 

where such new rights are to be included under the Agreement, but it appears that the instances when any such new rights will be included within the terms of the Agreement are limited to the location of mining claims within the 'Area of Interest' as specified under section 12 of the original Agreement. 

When application was made to purchase the unsold portions of the vulture City Townsite by Ben F. Dickerson, then acting as manager for A. F. Budge, because the "Pit Gold' patented mining claim was also within the boundaries of the townsite patent and therefore might be found to be illegally issued, this office prepared the requisite paperwork to permit V.M.P. to purchase that portion of the townsite that was in conflict with the pit Gold. As a part of this process Mr. Dickerson purchased 109.239 acres and Mr. Beal purchased 20.661 acres. Separate Quitclaim Deeds to Unclaimed Townsite Lots were signed on March 4, 1987, granting the separate parcels to Vulture Mine Properties, Inc., an Arizona corporation and to Ben F. Dickerson, III. This interest was later acquired by A.F. Budge (Mining) Limited from Mr. DicKerson's estate. The total cost of acquisition to A. F. Budge included, without limitation, $12,046.83 in legal fees and other costs associated with the action, an appraisal fee of $1,500, the purchase price of $16,400.00, a survey bill of $5,409.72, and approximately $10,000.00 of time allocated to personnel of A.F. Budge. At the time of the application, Mr. Beal never asserted that the separate acquisition of title was to be for his benefit, as for example, the perfection of the Pit Gold patented claim was, nor has Mr. Beal ever offered to pay the costs associated with such acquisition. 

Item Number 8: 

By Item No. 8 of the Notice, it has been asserted that A. F. Budge has failed to employ John Osborne. Compensation to be paid to Mr. Osborne by A. F. Budge has, to the knowledge of personnel of A. F. Budge, been referred to in only one document, which document is a 1984 'Memorandum of Und~rstanding' providing for compensation to James and John Osborne for certain work during a prel iminary or ·option' term of the Agreement, but 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 Osbore [sic), provided however, that the decision to 



, , 

CONCINI McDONALD 8P.AMMEP. YETWIN' \CY 

v . M . P., Inc. 
May 24, 1990 
Page 6 

ATTORNEYS AT LAW 

use or not use such services shall be within the sole discretion of Budge. 

This provision thus refers to the option granted under the terms of the Agreement, the application provision of which (Section 3) provides that: 

Unless sooner terminated under the termination provisions herein 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 long thereafter as Leased substances are continuously produced from the 
Property. 

By the First Amendment to Option and Lease Agreement effective February 1, 1985, A. F. Budge exercised its option to lease the Property, and after having used Mr. John Osborne's services for an additional period of time, in August, 1988, advised Mr. Osborne that no further assistance was required. 

A. F. Budge has fully complied with any obligations to V.M.P. regarding Mr. Osborne, and under the terms of the applicable provisions, has the sole discretion whether or not to use Mr. Osborne's services. 

I hope that the foregoing answers th€ allegations contained in the Notice. However, inasmuch as the Agreement requires the filing of an action in Superior Court if a disagreement exists over any assertion of default, A.F. Budge ~ntends to file such an action concerning all allegations referred to in the Notice dated May 9, 1990, within the next sev a ays unless advised that the allegations are no longer co idere deficiencies based on the contents of this letter. 

c: A. F. Budge 
Carole A. O'Brien 
Stanley W. Holmes 

0517900310.jc12.840127 



DECONCINI McDONALD BRAMMER YETWIN l1 LACY 
A PROFESSIONAL CORPORATION 

EVO DECONCINI (1901 -1 986) 

..JOHN R . Me DONALD ..J. WM. BRAMMER, ..JR. 

RICHARD M. YETWIN ..JOHN C . LACY 

DINO DECONCINI ROBERT M. STRUSE 

WILLIAM B. HANSON ..JOHN C. RICHARDSON 

DAVID C. ANSON ..JAMES A . ..JUTRY 

SPENCER A. SMITH MICHAEL R. URMAN 

DENISE M. BAINTON DAVID F. GAONA 
KAREN oJ, NYGAARD FRANCES .J. HAYNES 

PHILIP R. WOOTEN LUIS A . OCHOA 

SUSAN E. MILLER 

MARK D . LAMMERS 

CHRISTINA URIAS 

GARY F. URMAN 

WAYNE E. YEHLING 

PLEASE REPLY TO PHOENIX 

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

ATTORNEYS AT LAW 

June 10, 1991 

2525 EAST BROADWAY BOULEVARD, 5UITE 200 

TUCSON, ARIZONA 85716-5303 

(602) 322-5000 

FAX: (602) 322-5585 

2901 NORTH CENTRAL AVENUE, SUITE 1644 

PHOENIX, ARIZONA 85012-2736 

(602) 241-0100 

FAX: (602) 241 - 0220 

Scottsdale, Arizona 85251-4630 

Re: Clearwater/A.F. Budge (Mining) Limited v. VHF, Inc. 

Dear Ron: 

Enclosed herewith is a copy of a Motion to Amend Complaint and 
Amended Complaint our office has prepared for the above-referenced 
litigation. As we previously discussed, we are amending the Complaint 
to set forth events occurring since the initial filing, namely, the 
termination of the Lease and Option Agreement for the Vulture 
property. 

Our office is in the process of preparing a Motion for Summary 
Judgment in an attempt to resolve this litigation, and when we have a 
draft prepared, we will get it to you for reyiew and comment. Should 

/ \ \ /' AJ. ~ " \ V v /~V'v \.. L-___... 

Mich el R. Urman 

MRU:kaw 

Enclosures 

9106100240.mrul.900075 
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Michael R. Urman (1.0. No. 7611) 
DeCONCINI HcOONALO BRAHHER 

YETWIN & LACY, P.C. 
2901 North Central Avenue 
Suite 1644 
Phoenix, Arizona 85012-2736 
(602) 241-0100 

Attorneys for Plaintiff 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF MARICOPA 

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

Plaintiff, 

vs. 

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

Defendant. 

) 
) 
) 
) No. CV90-1S743 
) 
) MOTION FOR LEAVE 
) TO AMEND COMPLAINT 
) 
) 
) 
) 
) 
) 

--------------------------------) 
Plaintiff, by its counsel undersigned, hereby moves for 

leave to amend the Complaint herein. A copy of the proposed 

Amended Complaint is attached hereto as Exhibit A, the original 

of which has been lodged with the Court. 

Plaintiff seeks to amend its Complaint herein to set forth 

additional facts occurring since the initiation of this 

litigation. Among the facts of importance are the termination of 

the Lease and Option Agreement, and First Amendment thereto, 

which are the subject of this litigation. This termination 

narrows the dispute in this case. Further, pursuant to A.R.C.P. 
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Rule 15(a), leave to amend "shall be freely given when justice 

requires." 

Here, amendment is sought only to conform the posture of 

this litigation to factual events occurring since the initial 

filing. Further, inasmuch as Defendant is aware of these events, 

and no trial date has yet been set in this case, no possible 

prejudice can be envisioned to the Defendant's position herein. 

Accordingly, the Court should grant Plaintiff leave to amend and 

order the proposed Amended Complaint filed by the clerk. 
~( 

Respectfully submitted this ~ -day of J'}ne-,--J..9...9..~-.:. 

DeCONC~' McDONALD BRAMMER )' 
YETW N & LACY, P.: C. ) 

\ r ' / ( , (' ,'/ '-;. 

, '. ( " ,/, " '- \" ,-<L'\'\., - (. ''-_ 
By '-.~" \- '- '> .I ",,', ~ ~ 

Michael R. Urman \ \. 
2901 North Central Aveny~_.' 
Suite 1644 
Phoenix, Arizona 85012-2736 
Attorneys for Plaintiff 

COpy ot." the foregoing mailed 
this _'_(L_'_ day of June, 1991, to: 

W. Scott Donaldson, Esq. 
301 West Indian School Road 
Suite 102 
Phoenix, Arizona 85013-3214 
Attorney for Defendant 

9106100150.mrul.900075 
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Michael R. Urman (I.D. No. 7611) 
DeCONCINI :KcOONALD BRAMKER 

YETWIH &: LACY, P. C • 
2901 North Central Avenue 
Suite 1644 
Phoenix, Arizona 85012-2736 
(602) 241-0100 

Attorneys for Plaintiff 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF HARICOPA 

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

Plaintiff, 

vs. 

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

Defendant. 

) 
) 
) 
) No. CV90-1S743 
) 
) AMENDED COMPLAINT 
) 
) 
) 
) 
) 
) 
) 

---------------------------------) 
The Plaintiff, by its counsel undersigned, and pursuant to 

A.R.S. § 12-1831 et seq., for its claim for declaratory relief 

alleges as follows: 

1. Plaintiff Clearwater Mining Corporation ("Clearwater") 

is an Arizona corporation. Clearwater is a wholly-owned 

subsidiary and nominee of A.F. Budge (Mining) Limited ("Budge"), 

a corporation registered under the laws of England and the State 

of Nevada, on an Option and Lease Agreement (and First Amendment 

thereto) entered into between Budge and Defendant V.M.P., Inc. 

EXHIBIT A 
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2. Defendant V.M.P., Inc. ("V.M.P.") is an Arizona 

corporation doing business in Maricopa County, Arizona. 

3. This Court has jurisdiction to issue the declaratory 

relief sought herein pursuant to A.R.S. § 12-1831 et seQ. 

4. On or about July 1, 1984, Budge and V.M.P. entered into 

an Option and Lease Agreement (the "Agreement") concerning 

patented and unpatented mining claims situated in Maricopa 

County, Arizona. A copy of the Agreement is attached hereto as 

Exhibit A and is incorporated herein by this reference. 

Thereafter, on or about February 1, 1985, these same parties 

entered into a First Amendment to the Agreement (the "First 

Agreement"). A copy of the First Amendment is attached hereto as 

Exhibit B and is incorporated herein by this reference. 
"'Iv 

5. On or about March 1, 19J~-5 , Clearwater and Budge 

assigned the Agreement and First Amendment to Arizona-Ontario 

Explorations, Inc. , an Arizona corporation ("Arizona 

Explorations") reserving therein a contingent right of 

reassignment to Clearwater and Budge. 

6. Paragraph 8(a) of the Agreement provides that, in the 

event of any claim by lessor (V. M. P.) of default under the 

Agreement, if the lessee "in good faith disputes the existence of 

a default, Budge shall initiate appropriate action in a court of 

competent jurisdiction" within a thirty (30) day period from any 

notice of default provided by lessor V.M.P. 

7. By letter dated May 9, 1990 ("Default Letter"), V.M.P. 

gave notice of various alleged events of default under the 

-2-
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Agreement. A copy of the Default Letter (without exhibits) is 

attached hereto as Exhibit C and is incorporated herein by this 

reference. In response to the allegations in the Default Letter, 

and in an effort to eliminate any dispute, Budge responded to the 

default letter by correspondence dated May 24, 1990. A copy of 

this correspondence is attached hereto as Exhibit D and is 

incorporated herein by this reference. 

8. As of the date of the filing of the lawsuit herein, the 

allegations contained in the V.M.P. Default Letter had not been 

withdrawn. Accordingly, and to prevent unjust termination of the 

Agreement and First Amendment, Plaintiff filed this action for 

declaratory relief pursuant to Paragraph 8(a) of the Agreement. 

9. Since the date of filing of the lawsuit herein, Arizona 

Explorations, the assignee of the Agreement and First Amendment, 

elected to terminate the Agreement and First Amendment. Said 

termination became effective as of May 3, 1991. 

10. Although the Agreement and First Amendment have been 

terminated, the allegations of the Default Letter remain to be 

resolved between Plaintiff and V.M.P. In this regard, V.M.P. 

filed an Answer and Counterclaim to the original action hereto. 

11. The Plaintiff disputes the allegations of V.M.P.'s 

Default Letter and Counterclaim. As set forth in Exhibit D, none 

of V.M.P.'s allegations are sufficient or supportable to 

establish any violation of the terms of the Agreement and First 

Amendment that would entitle V.M.P. to any relief against 

Plaintiff. 

-3-
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12. Plaintiff is entitled to an award of its reasonable 

attorneys' fees incurred in connection with this litigation. 

WHEREFORE, Plaintiff seeks relief as follows: 

1. For a judgment of this Court declaring that no default 

has occurred under the Agreement and First Amendment, and that 

V.M.P. is entitled to no relief thereunder; 

2. For Plaintiff's cost of suit and reasonable attorneys' 

fees incurred ~erein; and 

3. For such other and further relief as the Court deems 

appropriate. 
~(t-.. 

Respectfully submitted this Ie) ~day of June, 1991. --DeCONCI~I McDONALq BRAMMER 
XET~N & LACY, P.! C. 

B~iL{~.~r~an -: ,ei. 
2901 North Central Avenue 
Suite 1644 
Phoenix, Arizona 85012-2736 
Attorneys for Plaintiff 

COpy of the foregoing mailed 
this __ 1_0_ day of June, 1991, to: 

W. Scott Donaldson, Esq. 
301 West Indian School Road 
Suite 102 
Phoenix, Arizona 85013-3214 
Attorney for Defendant 

9106100206.mrul.900075 
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PLUS! lIPLT TO PIfOltlfU 

Mr. Larry W. Beal, President 
V.M.P., Inc. 
Box 20202 
Wickenburg, Arizona 85358 

Mr. Larry W. Beal, President 
V • M • P., Inc. 
1414 East Purdue 
Phoenix, Ari20na 85020 

V.M.P., Inc. 
Vulture Mine 
P.O. Box 1969 
Wickenburg, Arizona 85358 

ATTORN~YS AT L.AW 

March 4, 1991 

Z!SZ!S EAST 81'tO .. ow .. y BOULEV .. fOO. 9""T~ 200 

Tuc90N. "'A'ZON'" oIlISJ"O ' ~:lO:l 

(eOal 322· "'0"0 
1",,>1: (0021 ~2Z ' S!S8S 

ZWOI NORt ... CCNTFt"'L ....... £101,1". SUITE 10" • 

~I!:NIl' ... RIZONA 8!!101Z'Z730 

leo~, Z.' · O'OO 
,. ... : (eo~) Z.' · 022O 

Via Certified Mail 

Re: Option and Lease Agree~nt of July 1, 1984 and First 
Amendment to Option and Lease Agreement of February I, 
1985/V.M.P., Inc. and A.F. Budge {Mining> Ltd. (Vulture 
Mine Property) 

Dear Mr. Beal: 

As you know, this firm represents Arizona-Ontario Explorations, 
Inc., Clearwater Mining Corporation and A.F. Budge (Mining> Limited. 
This is to provide formal notice that our clients have elected to 
terminate the above-referenced Agreement. Accordingly, pursuant to 
Paragraph 8(b) and other applicable provisions of the Option and Lease 
Agreement, ' the Agreement will terJllinate sixty (60) days from the date 
of this notice. 

Please contact me should you have any questions pertaining to 
this matter . 

MRUzbm 
CCI Dr. Stanley W. Holmes 

John C. Lacy, Esq. 



November 12, 1990 

Mr. Ronald Short, 
General Manager 
A.F. Budge (Mining) Ltd. 
4301 N. 75th Street 
Scottsdale, Arizona 85251 

RE: VULTURE MINE PROPERTY 

Dear Ro n; 

I had a telephone conversation with Dale Allen on November 
9, 1990 concerning generator repairs and maintenance at 
the Vulture Mine Property. He has requested that we share 
in the repair costs to maintain services for Mr. Oshorne. 
It is Arizona Explorations Inc.'s position that it will not 
be responsible for maintaining the generator. 

As you stated in your letter to us dated October 10, 1990, 
V.M.P., Inc. is solely responsible for all support costs 
including generators and ancillary costs on Mr. John 
Osborne's behalf. We also informed Mr. Osborne on October 
23, 1990 that V.M.P., Inc. will assume all costs incurred 
by his activities on the Vulture site. 

We suggest that you contact Mr. 
appropriate arrangements to either 
and/or repair the generator. 

Yours truly, 

ARIZONA EXPLORATIONS INC. 
Hans L. Matthews, B.Sc. 
Geologist 

HLM/bjg 

Larry Beal and make 
dispose and/or replace 

cc: Dale Allen - Vulture Mine Property 
Larry Beal - V.M.P., Inc. 
Stanley W. Holmes - A.E.I. 
Carole O'Brien - A.F. Budge (Mining) Ltd. 
John Osborne - Vulture Mine Property 
Michael Urman - DeConcini, McDonald, Brammer, 

Yetwin & Lacy 
Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 

Canadian Office: 7 King St. East, Ste. 1001 , Toronto, Ontario M5C-1 B5 



(602) 945-4630 

October 10, 1990 

f BUDCE '1 
\ I 

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

Suite 105 
Scottsdale. AZ R5251-3504 

Dr. Stanley W. Holmes 
Arizona Explorations, Inc. 
Exodyne Business Park 
8433 North Black Canyon Highway 

Suite 158 
Phoenix, Arizona 85021 

Re: Vulture Mine Property 

Dear Dr. Holmes: 

This letter will confirm that A.F. Budge (Mining) Limited 
has completed the first phase of the detoxification of the heap 
leach piles at the Vulture Mine, and all activities associated 
with this operation will cease on Friday, October 19. 

With the deactivation of the plant, power and water to the 
site will not be necessary and thus these facilites will be cut 
off. It would be advisable to relocate your trailer outside the 
fence perimeter as the site will become henceforth unaccessible. 
The three-inch water line leading from the well to the leach area 
(approximately 7,000 feet) will be left in place and maintained 
in the event that further detoxification of the heaps is required 
at a future date. 

We have advised Mr. John Osborne that prior to our 
departure, he will be supplied with a full tank of diesel fuel 
for the generator, plus 50 gallons of oil. After our departure, 
the care, maintenance and operation of the generator including 
the cost of same will be the responsibility of V.M.P., Inc. 
and/or its owner/agent. 

Our only obligation will be to the Department of 
Environmental Quality for the safe and complete detoxification of 
the heaps. We have no other obligations to V.M.P., Inc. The 
assignment of the lease to Arizona Explorations, Inc. waives our 
responsibility for the filing of assessment work on the claims 
for the 1990 assessment period. Taxes on the Townsite, which we 
own, will be our only financial obligation. 

DIRECTORS: A F. Budge. O .R.E .. C. Eng .. r .I.c. E .. F.I.II T.: Mrs J. Budge: 7602 Clea rwater Parkway. Paradise Valley. AZ R5253 

, 



S.w. Holmes 
October 10, 1990 
Page 2 

By a copy of this letter we are also apprising V.M.P., Inc. 
of this situation. 

RRS/ca 

c: Larry W. Beal 
V.M.P., Inc. 

Very truly yours, 

CfJ~~ 
Ronald R. Short 
General Manager 

2 



• 

ARI 

November 12, 1990 

Mr. Ronald Short, 
General Manager 
A.F. Budge (Mining) Ltd. 
4301 N. 75th Street 
Scottsdale, Arizona 85251 

RE: VULTURE MINE PROPERTY 

Dear Ron; 

I had a telephone conversation with Dale Allen on November 
9, 1990 concerning generator repairs and maintenance at 
the Vulture Mine Property. He has requested that we share 
in the repair costs to maintain services for Mr. Osborne. 
It is Arizona Explorations Inc.-s position that it will not 
be responsible for maintaining the generator. 

As you stated in your letter to us dated October 10, 1990, 
V.M.P., Inc. is solely responsible for all support costs 
including generators and ancillary costs on Mr. John 
Osborne's behalf. We also informed Mr. Osborn9 on October 
23, 1990 that V.M.P., Inc. will assume all costs incurred 
by his activities on the Vulture site. 

We suggest that you contact Mr. 
appropriate arrangements to either 
and/or repair the generator. 

Yours truly, 

ARIZONA EXPLORATIONS INC. 
Hans L. Matthews, B.Sc. 
Geologist 

HLM/bjg 

Larry Beal and make 
dispose and/or replace 

REC' - I" - '4' f .." .,.; .. n ~III " 
'~I 'i ••.• 1.) i~ U .. 1990 

cc: Dal~~ Allen - Vulture .lv'line .P r operty 
Larry Beal - V.M.P., I nc. 
Stanley W. Ho lme s - A.E.I . 
Carole O'Brien - A.F. Budge (Mining) Lt d . 
John Osborne - Vulture Mine Property 
Michael Urman - DeConcini, McDonald, Brammer, 

Yetwin & Lacy 
Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021 , (602) 864-6202 FAX: (602) 864-6116 

Canadian Office: 7 King St. East, Ste. 1001, Toronto, Ontario M5C-1 B5 



(602) 945-4630 

October 10, 1990 

tBUDCE' 
\ I 

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

Suite 105 
Scottsdale. AZ 85251-3504 

Dr. Stanley W. Holmes 
Arizona Explorations, Inc. 
Exodyne Business Park 
8433 North Black Canyon Highway 

Suite 158 
Phoenix, Arizona 85021 

Re: Vulture Mine Property 

Dear Dr. Holmes: 

This letter will confirm that A.F. Budge (Mining) Limited 
has completed the first phase of the detoxification of the heap 
leach piles at the Vulture Mine, and all activities associated 
with this operation will cease on Friday, October 19. 

With the deactivation of the plant, power and water to the 
site will not be necessary and thus these facilites will be cut 
off. It would be advisable to relocate your trailer outside the 
fence perimeter as the site will become henceforth unaccessible. 
The three-inch water line leading from the well to the leach area 
(approximately 7,000 feet) will be left in place and maintained 
in the event that further detoxification of the heaps is required 
at a future date. 

We have advised Mr. John Osborne that prior to our 
departure, he will be supplied with a full tank of diesel fuel 
for the generator, plus 50 gallons of oil. After our departure, 
the care, maintenance and operation of the generator including 
the cost of same will be the responsibility of V.M.P., Inc. 
and/or its owner/agent. 

Our only obligation will be to the Department of 
Environmental Quality for the safe and complete detoxification of 
the heaps. We have no other obligations to V.M.P., Inc. The 
assignment of the lease to Arizona Explorations, Inc. waives our 
responsibility for the filing of assessment work on the claims 
for the 1990 assessment period. Taxes on the Townsite, which we 
own, will be our only financial obligation. 

DIRECTORS: A.F. Budge. O .R.E .. C Eng .. F.I.C E .. F.I.H.T.: Mrs J. Blldg\!: 7602 Clearwater Parkway. Paradise Valley. AZ R5253 
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S.w. Holmes 
October 10, 1990 
Page 2 

By a copy of this letter we are also apprising V.M.P., Inc. 
of this situation. 

RRS/ca 

c: Larry W. Beal 
V.M.P., Inc. 

Very truly yours, 

cfJ~~ 
Ronald R. Short 
General Manager 

2 



W. Scan DONALDSON 
AnORNEy·AT·LAw 

301 WEST INDIAN SCHOOL ROAD. SUITE 102 
PHOENIX, ARIZONA 85013·3214 

TELEPHONE: (602) 264·1351 
TElECOPIER: (602) 279·9018 

August 9, 1990 

Dr . Stanley W. Holmes, President 
Arizona Explorations, Inc. 
Exodyne Business Park 
8433 North Black Canyon HWy., Suite 158 
Phoenix, Arizona 85021 

Re: Vulture Mine Properties, Inc. 

Dr. Holmes: 

'D rn©rno\Yl~ 
AUG I 31900 

We have received your letters but are adamant about our 
position. However, in the interest of fairness to both parties, 
we are willing to allow you to operate on the Vulture Mine on a 
month-to-month basis through November 31, 1990. 

As compensation for our agreement, Arizona Explorations 
would pay the monthly sums called for in the A.F. Budge - V.M.P. 
agreement. Our proposal would, in no way, reflect upon the issues 
raised in the ongoing lawsuit . 

. Scott Donaldson, Esq. 

WSD/kag 

cc: Vulture Mining Properties, Inc. 

Michael C. Irwin - DeConcini McDonald Brammer 
Yetwin & Lacy 
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PLEASE REPLY TO PHOEH I X 

W. Scott Donaldson, Esq. 
301 West Indian School 
Suite 102 

A F>RO'-ESSIONAL CORF>ORATION 

ATTORNEYS AT LAW 

August 13, 1990 

Phoenix, Arizona 85013-3214 

2525EASTBROA~~~~~WU~~~~~ __ -1 
TUCSON. ARllONA B571e - 5303 

(e02,322 - 5000 
.-A.: (e02, 322- 55B5 

2901 NORTH CENTRAL AVENUE. SUITE 15<1<1 
F> ... OENIX, ARIZONA B5012 -273e 

1802,2<11 -0 100 
.-AX: 1802,2<11 -0220 

Ret Vulture Mine Properties, Inc./Arizona Explorations 
Dear Scotts 

I received a copy of your August 9, 1990 letter to Dr. Holmes and have discussed same with Dr. Holmes. It appears that your client is attempting to find some mechanism by which to cash the advance minimum royalty checks my client has tendered each month pursuant to the Budge /v . M. P. agreement without arguably hurting his position in some manner in the litigation. 

As you are aware, the only issue in the 1 i tigation that pertains directly to Arizona Explorations is the question of whether legal and justifiable grounds exist for your client to withhold consent to the assignment of Budgels interest in the Budge/V.M.P. agreement to Arizona Explorations. No such grounds exist, and as I believe you are aware, the case law in Arizona forbids the withholding of such consent unreasonably and without good reason. 

Accordingly; my client offers the foregoing proposal in response to your letter. Your client may cash all presently held and future advance minimum royalty checks, and we will stipulate in writing here, and in the lawsuit itself should you wish, that the payment and acceptance of such funds in no manner affects the position your client has taken in its default letter, with one exception. That exception would be the dropping of the issue concerning the assignment to Arizona Explorations. 

I believe lthe foregoing would represent a very positive predicate step to getting the entirety of this dispute resolved. If the foregoing were agreed to, our respective clients could sit down 
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w. Scott Donaldson, Esq. 
Page Two 
August 13, 1990 

and discuss an agreement for the future of the property __ and perhaps 
use their respective influence to resolve the Budge dispute as well. 
As I believe I've explained before, my client has no interest in 
litigation -- my client is interested only in reaching an agreement 
fair to all for the exploration and future development of the Vulture 
Mine Property. 

Please contact your client avd-give me a call as to your 
response. If your client would ke t'o meet tq discuss all of this 
further, please contact either 0 . Holmes ~~e to ake arrangements . 

:tty pUly o~/s, 

let ~ / '--_ _ -..J / 
MRU:laz 
CI Dr. Stanley w. Holmes 

9008131333 . HRU.900075 



August 14, 1990 

Mr. W. Scott Donaldso~ 
Attorney At Law 
301 W. Indian School Rd., #102 
Phoenix, Arizona 85013 

RE: VULTURE MINE PROPERTIES, INC. 

Dear Mr. Donaldson: 

This will acknowledge your interesting letter of August 9, 1990 in which you propose that Arizona Explorations Inc. make monthly payments to your client V.M.P., Inc. on a month to month basis for which we would receive the rights to carry out exploration on the Vulture Mine Properties. You know our position on this subject. We are of the opinion "on advice of counsel" that the rights of assignability have been granted to us under Arizona law and th~t the case law in Arizona forbids the withholding of such consent unreasonably and without good reason. 

Your proposal to make monthly payments is not only ridiculous to us but also humorous. Your client, V.M.P., Inc. has cashed the majority of checks that we have been forwarding on a monthly basis. This action in accordance with the terms of the contract are in "the opinion of our counsel" indicative that V.M.P., Inc. has accepted the fact that Arizona Explorations Inc. has valid reassignment rights to ,the Vulture Mine Property. 

We know from Citibank the following: 

Checks issued to V.M.P., Inc.: 

Date Ck . . , Sum 

4-16-90 1005 $5,000.00 
4-24-90 1006 5,000.00 
5-04-90 1013 4,500.00 
6-05-90 1017 4,500.00 , 

Date Cleared 

8-6-90 
8-6-90 
8-6-90 
8-6-90 

Total amount of~ monies cashed by V.M.P., Inc. = $19,000.00 

Balance of checks in possession of V.M.P., Inc. = $9,000.00 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King St. East, Ste. 1001, Toronto, Ontario M5C-1B5 
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We have attached the letters verifying the issuance of 
these checks for your perusal. We would ask you to 
communicate with your client and discuss with him the fact 
that by cashing these checks V.M.P., Inc. has acknowledged 
the assignability frow A.F. Budge (Mining) Limited to 
A.E.I. of the Vulture property and that we consider the 
matter closed. 

This is the reason we cannot understand the proposal you 
make in your letter of August 9, 1990 involving monthly 
payments for the right of A.E.!. to explore. We have been 
doing this for the past 6 (six) months, and your client has 
been paid in full. You talk about being adamant! Lets 
just be reasonable and act with some degree of intelligence 
and professionalism. 

We would appreciate if you could bring V.M.P., Inc. to a 
meeting so that we may discuss our on going agreement, 
commitments, and a plan of exploration. 

With kindest regards, 

Sincerely 

ARIZONA EXPLORATIONS INC. 
Stanley W. Holmes, 
President 

SWH/bjg 

enclosure 

cc: Hans L. Matthews - A.E.!. 
Michael R. Urman - DeConcini, McDonald, Brammer, 

Yetwin & Lacy 
Carol~ O-Brien - A.F. Budge (Mining) Limited 



1\pril 16, 1990 

Mr. Larry W. Beal, President 
V.M.P., Inc. 
1414 E. Purdue 
Phoenix, 1\Z 85020 

RE: LEASE PAYMENTS TO V.H.P., INC. 

Dear Mr. Beal: 

The March 5th payment of $5,000.00 
above agreement is attached. 

With kindest regards, 

Sincerely yours, 

ARtZONA EXPLOR TIONS INC. 
Stanley W. Holmes, 
President 

swn/bjg 

enclosure 

CC: Mr. Ronald R. 

J 

, 
between 

Exodyne Business Park, 8-133 North Black CAnyon flwy, Sic. 158, rilOenix.I\Z 85021, (602) 86-1 ·6202 FI\X: (602) 864-6116 Canadian Office: 7 King SI. Easl, Ste. 1001, Toronto, Onlarlo M5C-1BS 



1\.pril 24, 1990 

Mr. Larry W. Beal, President 
V.M.P., Inc. 
1414 E. Purdue 
Phoenix, 1\.Z 85020 

RE: LEASE PAYMENTS TO V.M.P., INC. 

Dear Mr. Beal: 

In accordance wit:h the original lease bet:ween V.M.P., 
and 1\..F. Budge (Mining) Limited and t:he subse 
assignmen t: to 1\.r izotHt-On ta r io Explora tions Inc. on 
1st:, 1990, we are enclosing the advance minimum 
payment: due to V.M.P., Inc. effective 1\.pril 5t:h, 

The 1\.pril 5th payment of $5,000.00 in accordanc 
above agreement: is attached. 

With kindest regards, 

Sincerely yours, 

ARIZONA EXPLORATIONS INC. 
Stanley W. flolmes, 
President: 

SWII/bjg 

enclosure 

cc: Mr. Rona~d Short - 1\..F. Budg (Mining) Limited 
Ms. Carole O'Brien - 1\..F. Budge (Mining) Limited 
Mr. Scott Donaldson 

Exodyne Business Park, 8-133 North Black Canyon' 'wy .. Sle. 158. rhoel1lx. f\Z 85021. (602) 86~ -6202 FAX: (602) 884-6118 
Canadian Office: 7 King St. East. Sle. 1001. toronlo. Onlarlo M5C-1B5 
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May 5, 1990 

Mr. Larry W. Beal, President 
V.M.P., Inc. 
1414 E. Purdue 
Phoenix, 1\Z 85020 

RE: LEASE P1\YMEN'rS 1'0 V .M.P. r INC. 

Dear Mr. Beal~ 

In accordance with the original lense between V.M.P., Inc. 
and 1\. F . Budge UHn ing) Limi ted and the equen t 
assignment to 1\rizoflft-Ontario F.xplorations I arch 
1st, 1990, we are enclosing the advance min alty 
payment due to V.M.P., Inc. effective May 5 

The May 5th payment of $4,500.00 
above agreement is attached. 

With kindest regards, 

Sincerely yours, 

.l\RIZON1\ EXPLOM 
Stanley W. 
President 

swn/bjg 

enclosure 

Exodyne Business Park, 8"33 North Black CAnyon Hwy., Sle. 158, Phoenix, I\Z 85021, (602) 864-8202 FAX: (802) 864-8118 
Canadian Office: 7 I<lng SI. East. Sle. 100 t. Toronto. Ontario M5C-l B5 
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June 5, 1990 

Mr. Larry W. Beal, President: 
V.M.P., Inc. 
1414 E. Purdue 
Phoenix, AZ 85020 

RE: LEASE PAYMENTS TO V.M.P., INC. 

Dear Mr. Beal: 

In accordance with th e original lease between V.M.P., Inc. 
and A.F. Budge (Mining) Limited and the subsequent 
assignment to Arizona-Ontario E~plorat:ions Inc. on March 
1st, 1990, we are enclosing the advance minimum royalty 
payment due to V.M.P., Inc. effective June 5 1990. 

The June 5th payment of $4,500.00 in acco 
above agreement is attached. 

With kindest regards, 

Sincerely yours, 

ARIZONA EXPLORATIONS 
Stanley W. Holmes, 
President 

SWH/bjg 

enclosure 

ith the 

Exodyne Business Park, 8"33 North Block CAnyon flwy, Ste. 158, Phoenix, "Z 85021, (602) 86".6202 FAX: (602) 864-8116 
Canadian Office: 7 I<lng SI. East, Sle. 1001. toronto, Ontario M5C-1B5 
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June 25, 1990 

Mr. Larry W. Beal, President 
V.M.P., Inc. 
1414 E. Purdue 
Phoenix, AZ 85020 

RE: LEASE PAYMENTS TO V.M.P., INC. 

Dear Mr. Beal: 

In accordance with the original lease between V.M.P., Inc. and A.F. Budge (Mini.llg) Limited <lnd the subsequent assignment to Arizolln-Otttario Explorations Inc. on March 1st, 1990, we are enclosing the <ldvance minimum royalty payment due to V.M.P., Inc. effective ~uly Sth t 1990. 

The July 5th payment of $4,500.00 in accordance with the above agreement is attached. 

With kindest regards, 

ARIZONA EXPLORATIONS INC. 
Stanley W. 1J0lmes, 
President 

SWIJ/bjg 

enclosure 

Exodyne BusIness Park, 8433 North Blaelt Canyon ttwy., ste. 158, PhoenIx, AZ 85021, (002) 8601-8202 FAX: (002) 864-8118 CanadIan Office: 7 KIng S1. East, Ste. 1001, Toronto, OntarIo MSC-1BS 



July 27, 1990 

Mr. Larry w. Beal, President 
V.M.P., Inc. 
1414 E. Purdue 
Phoenix, ~z 85020 

RE: LEASE PAYMENTS TO V.M.P.
r 

INC. 

Dear Mr. Beal: 

In accordance with the original lease between V.M.P., Inc. 
and ~.F. Budge (Mining) Limited and the subsequent 
assignment to ~rizona-ontarlo Explorations Inc. on March 
1st, 1990, we are enclosing the advance minimum royalty 
payment due to V.M.P., Inc. effective ~ugust 5th, 1990. 

The ~ugust 5th payment of $~,SOO.OO in accordance with the 
above agreement is attached. 

With kindest r~g~rds, 

Sincerely yours, 

ARIZONA EXPLORATIONS INC. 
Stanley W. Holmes, 
President 

swn/bjg 

enclosure 

Exodyne Business Park, 8-133 North BlACk CAnyon I twy .• Ste. 158, f'hoellh(. I\Z 85021. (602) 86"-6202 FAX: (002) 864-6"6 
Canadian OUlee: 1 t<lng Sf. EAst. Ste. 1001. foronto. Onlnrlo M5C-1B5 



W. Scon DONALDSON 
ATTORNEY-AT-LAW 

301 WEST INDIAN SCHOOL ROAD. SUITE 102 
PHOENIX, ARIZONA 85013-3214 

TELEPHONE: (602) 264-1351 
TELECOPIER: (602) 279-9018 

August 15, 1990 

Stanley W. Holmes, President 
Arizona Explorations Inc. 
8433 North Black Canyon Highway, Suite 158 
Phoenix, Arizona 85021 

Re: Vulture Mine Properties, Inc. 

Mr. Holmes: 

Your August 14, 1990 letter discusses intelligence and 
professionalism. Do not directly contact this office or my 
client regarding this matter. Address all correspondence through 
your attorney, also counsel for A.F. Budge. 

We have no interest in meeting with you or discussing your 
findings on the Vulture Mine. Our differences will be resolved 
in Maricopa County Superior Court. 

UWJ:i ~ 
I 

W. Scott Donaldson, Esq. 

cc: Vulture Mine Properties, Inc. 
Michael R. Urman, Esq. 



June 22, 1990 

Mr. W. Scott Donaldson 
Attorney At Law 
301 E. Indian School Rd., #102 
Phoenix, Arizona 85013-3214 

RE: VULTURE MINING CLAIMS 

Dear Mr. Donaldson; 

This will acknowledge your letter of June 21, 1990, 
concerning the VULTURE MINING PROPERTY. We have outlined 
below the type of agreement that we feel would be 
advantageous to both of V.M.P., Inc. and A.E.I. We have 
also outlined the work carried out to date and our 
conclusions. 

I would appreciate you discussing our proposal with 
V.M.P., Inc. as I am of the opinion that it could be the 
solution to the current situation with respect to, 1) 
allowing V.M.P., Inc. and Clearwater to separately carry 
out their litigation and, 2) allow exploration to proceed 
on the Vulture Property with no encumbrances to V.M.P., 
Inc. or A.E.I., 3) allow V.M.P. to receive a monthly 
rental without restrictions. 

We are of the opinion that V.M.P., Inc. and Arizona 
Explorations Inc. could come to an agreement which is 
quite separate from the pending V.M.P. and Clearwater 
action. In this respect, we would ask V.M.P. to come to 
an agreement with A.E.I. and allow exploration to proceed 
on the property. We have been informed by counsel that 
both of these "situations" could be made separate under 
the current circumstances and allow the respective parties 
to proceed with their own affairs. I have outlined 
briefly for V.M.P.~s perusal, the work carried out by 
A.E.I. to date: 

Page 1 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King St. East, Ste. 1001, Toronto, Ontario M5C-1B5 
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1) Compilation and study of all exploration data 
since 1930 - i.e. 

a) United Verde Mines 
b) Cyprus Mines 
c) Noranda Mines 
d) Pegasus Gold 
e) Budge Mining 

2) Airborne magnetometer compilation and 
interpretation of claim block and surrounding 
area (Jens Touborg Consultants) . 

3) Geological mapping (1" - 500.0") of the entire 
claim block (457 claims). 

4) Detailed geological mapping (1.0" - 100.0") 
mine area. 

5) Detailed stratigraphic studies of the mine area 
formations with respect to ore localization. 

6) Diamond drilling one 
ascertain stratigraphy and 
(Talmadge - Astor Block) . 

ho Ie ( 1 200 • 0 " ) to 
ore localization. 

7) Underground geological mapping (1.0" - 50.0") 
and stratigraphic studies. 

8) structural analysis of the Talmadge, Astor and 
Schoolhouse Fault systems with respect to 
faulted ore positions. 

9) Induced polarization (IP) geophysical surveys 
of the mined area and pits to test for remnant 
unmined sections. 

10) Laboratory (petrographic) studies of the 
important rock types. (Universi ty of Western 
Ontario) . 

11) Ore sample analysis - gold content/rock type. 

Page 2 
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CONCLUSIONS 

Our conclusion's from the above studies are as follows: 

1) At least 60% of the claim group has no apparent 
potential and could be dropped resulting in a 
yearly saving of some $25,000.00. 

2) The mineralized zone is completely "mined-out" 
and has no immediate potential. 

3) The remaining 40% of the claim group (east of 
the mine area) has potential targets­
geologically inferred. This will require deep 
drilling (2000.0' holes) and will be costly/ 
difficult. 

4) The property is basically a "grass root's 
prospect" - high risk. 

PROPOSAL 

A.E.I. would consider testing some of the "inferred 
targets" based on their studies. We are going to file the 
Affidavit of Labor ($49,285.00) for the year 1990. We 
propose to V.M.P., Inc. the following, however, it must be 
emphasized that this is a "high risk venture". 

1) A 4 year explorations agreement with monthly 
payments of $3,000./per month until the end of 
the 48th month. 

2) A 12 month feasibility study period following 
the exploration period in which to decide as to 
whether or not the project is feasible. 
Monthly payments of $4,000./per month. 

3) A 6 month period following feasibility to make 
a production decision. Monthly payments of 
$5,OOO./per month. 

4) When a production decision is made, V.M.P., 
Inc. will receive $100,OOO./per year until 
production commences. 

Page 3 



5) When production commences, there will be a 
buyout of V.M.P.'s (Vulture) assets at a total 
price of $5,000,000.00. This will be paid on 
yearly installments of $500,000./per year for 
10 years. A.E.I. may exercise its option to 
purchase V.M.P.'s assets at any time after 
execution of the agreement's. 

6) A.E.I. will be able to terminate the agreement 
at any time during the period with a 30 day 
notice. If A.E.!. terminates, all technical ( -\ 
data and ancillary material will be turned over ~ 
to V.M.P. 

7) V.M.P. will receive periodic reports 
regarding the work carried out and the progress 
being made on the project. V.M.P. will have 
complete access to the property and all current 
data. 

We think that an agreement as outlined above, could be the 
basis for a mutually productive association between V.M.P. 
and A.E.I. It will assure V.M.P. of monthly rentals being 
kept current on the property and also allow exploration to 
carryon rather than the property be tied up in litigation 
for at least the next several years. 

With kindest regards, 

Sincerely 

ARIZONA INC. 
Stanley Holmes, 
President 

SWH/bjg 

cc: . Mr. Larry F. Beal - V.M.P., Inc. 
Mr. Hans L. Matthews - A.E.!. 
Mr. Michael R. Urman - DeConcini McDonald Brammer 

Yetwin & Lacy 

Page 4 



DECONCINI McDONALD BRAMMER YETWIN [;; LACY 
A PROFESSIONAL CORPORATION 

ATTORNEYS AT LAW 

EVO DECONCINI (190 1- 1986) 

-.JOHN R . McDONALD -.J. WM. BRAMMER, -.JR. 

RICHARD M. YETWIN -.JOHN C. LACY 

DINO DECONCINI ROBERT M. STRUSE 

WILLIAM B. HANSON -.JOHN C. RICHARDSON 

DAVID C. ANSON 

SPENCER A . SM ITH 

-.JAM ES A . -.JUTRY 

MICHAEL R. URMAN 

DENISE M. BAINTON DAVID F. GAONA 

KAREN ..J. NYGAARD LUIS A. OCHOA 

SUSAN E. MILLER GARY F. URMAN 

MARK D. LAMMERS FRANCES -.J . HAYNES 

WAYNE E. YEHLING CHRISTINA URI AS 

PLEASE REPLY TO TUCSON 

Carole A. O'Brien 

June 8, 

A.F. Budge (Mining) Limited 
4301 North 75th street 
suite 105 
Scottsdale, AZ 85251-3504 

Ronald R. Short 
General Manager 
A.F. Budge (Mining) Limited 
4301 N. 75th Street, suite 105 
Scottsdale, AZ 85251 

1990 

2525 EAST BROADWAY SOU LEVARD, SUITE 200 

TUCSON, ARIZONA 85716'5303 

(602) 322·5000 

FAX: (602) 322-5585 

2901 NORTH CENTRAL AVENUE, SUITE 1644 

PHOENIX. ARIZONA 85012- 2736 

(602) 241·0100 

FAX, (602) 241·0220 

Re: Clearwater and Arizona-Ontario Explorations v. 
V.M.P. 

Dear Carole and Ron: 

I have enclosed herewith for your information a copy of the 
Complaint we filed on behalf of Clearwater Mining corporation and 
Arizona-ontario Explorations, Inc. elated to V.M.P.'s assertion 
of default under the Mining Lea of he Vulture Mine. 

yours, 

bpm 

Enclosure 

0608900200.jcl2.900419 



DECONCINI McDONALD BR.AMMER. YETWIN ~ LACY 
A PROFESSIONAL CORPORATION 

ATTORNEYS AT LAW 

EVO DECONCINI (1901 - 1986) 

..JOHN R. Me DONALD .J. WM. BRAMMER, J R. 

RICHARD M. Y E TWI N JOHN C. LACY 

DINO DECONCINI R08ERT M. S T RUSE 

WILLIAM B. HANSON -JOHN C. RICHARDSON 

DAVID C. ANSON -JAM ES A. -JUTRY 

SPENCER A. SMITH MICHAEL R. URMAN 
June 8, 1990 

DENISE M. BAINTON DAVID F". GAONA 

KAREN -J. NYGAARD LUIS A. OCHOA 

SUSAN E. MILLER GARY F. URMAN 

MARK D. LAMMERS FRANCES -J_ HAYNES 

WAYNE E. YEHLIN G CHRISTINA URIAS 

PLEASE REPLY TO TUCSON 

Carole A. O'Brien 
A.F. Budge (Mining) Limited 
4301 North 75th street 
suite 105 
scottsqale, AZ 85251-3504 

Ronald R. Short 
General Manager 
A.F. Budge (Mining) Limited 
4301 N. 75th Street, Suite 105 
Scottsdale, AZ 85251 

2525 EAST BROADWAY BOULEVARD, SUITE 200 

T UCSON, ARIZONA 85716-5303 

(602) 322-5000 

F AX: (602) 322 - 5585 

2901 NORTH CENTRAL AVENUE, SUITE 1644 

PHOENIX, ARIZONA 85012· 2736 

( 602) 241-0100 

FAX: (602) 241 - 0220 

Re: Clearwater 
V.M.P. 

and Arizona-ontario Explorations v. 

Dear Carole and Ron: 

I have enclosed herewith for your information a copy of the 
complaint we filed on behalf of Clearwater Mining corporation and 
Arizona-Ontario Explorations, Inc.--related to V.M.P.'s assertion 
of default under the Mining Lease ~of - the Vulture Mine. 

Very truly yours, 

bpm 

Enclosure 

0608900200.jc12.900419 
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Michael R. Urman (1.0. No. 007511) 
DeCONCINI McDONALD BRAMMER 

YETWIN & LACY, P.C. 
2901 North Central Avenue 
Suite 1644 
Phoenix, Arizona 85012-2736 
(602) 241-0100 

Attorneys for Plaintiffs 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF MARICOPA 

CLEARWATER MINING CORPORATION, ) 
an Arizona corporation, as ) 
nominee of A.F. BUDGE (MINING) ) 
LIMITED, a Foreign corporation;) 
and ARIZONA-ONTARIO } 
EXPLORATIONS, INC., an Arizona) 
corporation, ) 

Plaintiffs, 

vs. 

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

Cefeldant. 

} 
) 
) 
) 
) 
) 
) 
) 
) 

-----) 

NO. CV 90-15743 
COM P L A I N T 

(Declaratory Relief­
Contract) 

RECEIVED 

JUN 0 U 1990 
['.:Gcr:( "1i q" r" ~ '~i" d Br:lmmer 
y .:;,""::;;. ,~. _ .; ~ j • Tucson. Al 

The Plaintiffs, by their counsel undersigned, and pursuant to 

A.R.S. § 12-1831 et seg., for their claim for declaratory relief 

allege as follows: 

1. Plaintiff Clearwater Mining Corporation ("Clearwater") 

is an Arizona corporation. Clearwater is a wholly-owned subsidiary 

and nominee of A.F. Budge (Mining) Limited ("Budge"), a corporation 

registered under the laws of England and the State of Nevada, on an 

Option and Lease Agreement (and First Amendment thereto) entered 
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into between Budge and Defendant V.M.P., Inc. 

2. Plaintiff Arizona-Ontario Explorations, Inc. ("Arizona 

Explorations lt
) is an Arizona corporation doing business in Maricopa 

County, Arizona as Arizona Explorations, Inc. 

3. Defendant V.M.P., Inc. (ItV.M.P.It) is an Arizona 

corporation doing business in Maricopa County, Arizona. 

4. This Court has jurisdiction to issue the declaratory 

relief sought herein pursuant to A.R.S. S 12-1831 et seq. 

5. On or about July 1, 1984, Budge and V.M.P. entered into 

an Option and Lease Agreement (the "Agreement") concerning patented 

and unpatented mining claims situated in Maricopa County, Arizona. 

A copy of the Agreement is attached hereto as Exhibit A and is 

incorporated herein by this reference. Thereafter, on or about 

February 1, 1985, these same parties entered into a First Amendment 

to the Agreement (the "First Amendment"). A copy of the First 

Amendment is attached hereto as Exhibit B and is incorporated herein 

by this reference. 

'). :)n or about March 1, 1990, Clearwater and Budge assigned 

the Agreeme ;lt and First Amendment to Arizona Explorations, reserving 

therein a contingent right of reassignment to Clearwater and Budge. 

7. Paragraph 8(a) of the Agreement provides that, in the 

event of any claim by lessor (V. M. P.) of default under the 

Agreement, if the lessee "in good faith disputes the existence of 

a default, Budge shall initiate appropriate action in a court of 

competent jurisdiction" within a thirty (30) day period from any 

notice of default provided by lessor V.M.P. 

-2-



1 8. By letter dated May 9, 1990 ("default letter"), V.M.P. 

2 gave notice of various alleged events of default under the 

3 Agreement. A copy of the default letter (without exhibits) is 

4 attached hereto as Exhibit C and is incorporated herein by this 

5 reference. In response to the allegations in the default letter, 

6 and in an effort to eliminate any dispute, Budge responded to the 

7 default letter by corresponden8e dated May 24, 1990. A copy of this 

8 correspondence is attached hereto as Exhibit 0 and is incorporated 
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9. As of the date of this lawsuit, the allegations contained 

~n the V.M.P. default letter have not been withdrawn. Accordingly, 

and to prevent unjust termination of the Agreement, Plaintiffs have 

filed this action for declaratory relief pursuant to Paragraph 8(a) 

of the Agreement. 

10. The Plaintiffs herein dispute the allegations of the 
U 0 Z 
0 It 16 u ('I .., default letter. As set forth in Exhibit 0, none of the allegations 

° 17 contained in the default letter are sufficient or supportable to 

18 establish any default pursuant to the terms of the Agreement and 

19 First Amendment. 

20 11. Plaintiffs are entitled to a declaration from this Court 

21 that no default exists with regard to the Agreement and First 

22 Amendment. 

23 12. Plaintiffs are entitled to an award of their reasonable 

24 attorneys' fees incurred in connection with this litigation. 

25 WHEREFORE, Plaintiffs seek relief as follows: 

26 

-3-



1 

2 

3 

4 

5 

6 

7 

8 
>- 9 u 
CO( 
...J .. .. 
'" ~ 10 z III II 
i !:: (II 
1-% ;) ,.. 
10.10 II N 11 >-~311i":' 
a::lrc(;)og 
Io.I~.JZID 

12 ::IE1r~1II11-
::IE8c(>c(~ 
CO( 1/1 ~ Z -
a::...I>Jo· 
III~"''''NN 13 CS!Z~a:N 
~=~zc(o z .. ~ 101 .! 

14 O~~O:S 
Clrc(:r Z 
u" ~.., 
::IE. a:0 

Z 
o 1: 15 Z II. 

U 0 z 
0 ~ 16 u (II 

'" C 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

1. For a judgment of this Court declaring that no default 

has occurred under the Agreement and First Amendment; 

2. For Plaintiffs' costs of suit and reasonable attorneys' 

fees incurred herein; and 

3. For such other and further relief as the Court deems 

appropriate. 

RESPECTFULLY SUBMITTED this 
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/~/~ 
C day of June, ~O. 

( ' " 

DeCONcr McDONALD Bj' ER 
YETWI & LACYI~' 

( 0 0 " ( // ." , 

BYJ - '. (Ck ,' ~LA."d~ 
ichael R. Urman i 

2901 North Central ~enue 
Suite 1644 
Phoenix, Arizona 85012-2736 
Attorneys for Plaintiffs 



1· • I . 

U8-14-04 
JCL 

OPTION AND LEASE AGREEMENT 

BY THIS OPTION AND LEASE AGREEMENT 

effective as of the 1st Jay of July, l~84, 

by and between V. 
whose address is 
herein), 

M. P., INC., an Arizona corporation, 
Wickenburg, Arizona 85358 ("Lessor" 

and 

A.F. BUDGE (MINING) LHllTED, a registered corporation (No. 1824873) under tne laws of England ("Budge"), whose address is West Carr Road, Retford, Nottinghamshire, England ON22 7SW, 

the Lessor, in consideration 
herein, has granted certain 
following terms and conditions: 

1. Recitals 

of the 
rights 

agreements 
to Budge 

set forth 
under the 

Lessor is the owner of certain mineral properties in Maricopa County, Arizona, more particularly described in Exhibit A. Budge desires to evaluate the mineral potential of property and lease the ?roperty if he deems development is feasible. It is the understanding of the parties that if Budge exercises its option, Budge shall form a subsieiary 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 Buege the sole ana exclusive option to enter into a lease with the Lessor, which lease sh~ll lease and let the Property exclusively unto Budge, its successo r s and ass igns. Du ring the te r m of the option Budge shall have the right to conduct Mineral Exploration and upon exercise of its option, oudge shall thereafter have the right to conduct Hining Actlvities to produce, ?rocess and market Leased Substances during the term hereof. 

b. Definitions The · .. ·oras and phrases usea in the above grant shall have the following meanings: 

property 
(1) The "Property" shall include that certain real situated in ~laricopa County, Arizona, more 
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particularly described in Exhibit A attacneu hereto. 

(2) "Leased Substances" shall incluae, but without 
being limited to, all soil, sand ana gravel, rock, ores, 
minerals and mineral rights in, upon and under tne Property, 
excluding, however, coal, geotnermal resources, oil, yas, anu 
associated hydrocarbon gases. 

(3) IIMineral Exploration ll shall include tnose 
activities that Budge, in its sole juagment and discretion, 
may deem advisable for the purpose of ascertaining any facts 
relating to the occurrence of ores anu minerals in and under 
the Property and the metallurgical ana physical properties of 
such ores and minerals: including, but not limited to, 
sur face trenching, excava tiOIlS, geophys ical ana geochemical 
surveys, drilling, the sinking of shaf~s for bulk sampling, 
and further lncluding the right to use the surface for 
access, to place ana use facilities on the surface ana to use 
water and other surface resources that may oe usetul or 
convenient in connection with such activities. 

(4) IIMining Activities ll 

to those activities constituting 
activi ties related to the mineral 
the Property including the right: 

shall include, in aadition 
Mineral Exploration, all 
development ana mining of 

to mine (by open pit, strip, unaerground, 
solution mining or any other method, including any 
rr.ethod hereafter developed), extract, mill, store, 
process, remove and market LeaseJ Substances from 
the Property; 

to place, construct, maintain, use, ana 
remove such structures, facilities, e~uil?ment, 
roadways, haulageways and such other improvements 
on the surface or subsurface of the Property as 
Budge may deem necessary, usef ul or convenient for 
the full enjoyment of all of tne rights nerein 
granted; 

-- to mix or commingle Leased Substances ~ith 
any other ores produced oft tne Property, proviaea 
that Budge snaIl first weigh, sample, and assay the 
Leased Substances in accordance with recognizea 
inaustry practice: 

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



roadways, haulageways, and all other appurtenances installed on the Property for the purpose ot producing, removing, treating or transporting metals, ores, minerals or materials from adjoining or nearby property owned or controlled by 8udge and the right to mine and remove Leased Substances from the Property through or by means of snaits, openings or pi ts 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 mined with the Property as a single mining operation; provided that materials from other lands may not be deposited on the Property if it would interfere with potential mining operations on the Property. 

3. Term 

Unless sooner terminated under the termination 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 exercisea, this Agreement shall be for an term of twenty (2u) years commencing on the effective date of exercise of tne option and for so long ther eaf ter 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. Operations shall be deemed continuous as long as mining, processing or marketing operations do not cease for a per iod of mor ethan nine ty ( 90) consecu t i ve days or if the Property does not produce Three Hundred Fifty Thousana Dollars ($350,000.00) in gross sales or stockpiled values of Leased Substances for any calendar year. 

4. Payments to Lesso r -

" a. Option Payments Budge shall pay Lessor ~ix Thousand Five Hundred Dollars ($6,5UO.00) per month in order to keep its option to lease in full force ana ef fec t. ~ucn payment shall be payable monthly three r.;onths in auvance. 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. Aaditionally, it Budge elects to extend its option for the secona year, it shall pay Lessor a one-time bonus of Twenty-F ive Tnousand Dollars ($25,000.00). 

b. Advance Minimum 
exercises its option to 

Royalty 
lease the 
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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 Six Thousand Five Hundred Dollars (S6,S()0.UO) per month as an advance minimum royal ty payable in the same manner as set forth above. Such advance coyalties 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 Buage 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 otner 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 accoraing to the Englehard buying price ot inaustrial bullion on tne date ot sale as follows: If gold is $4{JO or less, 6%; $401 to $60ll, 7%: $601 to $800, 8%; $801 to $1,000, 9%; $1,001 to $1,2uO, 10%; $1,201 to $1,400, 11%; $1,401 or more, 12\' The term "Net Returns" shall mean the total dollar value rece~vea from the purchaser of Leased Substances, less: . 

(l) 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, gross production, privilege or similar taxes assessed on or in connection with the ore or measured by the value thereof; and (d) the cost of trans­portation 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 incurrea beyond the point at which the leaching reagents are applied to the ore being treated (including the cost of reagents) shall be deducted froIT the selling price. 

If ores or CJncentrates are processed at a smelter or otner facility owned, operated or controlled by Budge or treatea on a to 11 bas is for Buage, the se 11 i ng pr ice snaIL be compu tea in the above manner with deductions for all charges and items of cost equivalent to the deauctions set forth above ana in any case not more than would be availaole at the nearest purchaser otherwise willing to accept such Leasea Substances. 
d. Payment of Production Royalty - Proauction royalty palO to Lessor hereunder shall be due ana payable within thirty (30) days after the end of each calenaar quarter tor those Leased Substances sold and a settlement sheet received during the applicable calendar quarter after first deaucting any advance minimum royal ty paid for the applicable annual 
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period under Section 4b hereof. All production ~o~alty snall be accompanied by the settlement sheets or a slmllar state­ment showing the basis upon which the payment was computed. 
e. t-1ethod of t-Iaking Payments - All payments regulrea hereunder may be mailed or deliverea to ~essor IS aaaress or to any single depository as Lessor may instruct. Upon making payment to the authorized agent or aepository, Buege shall be relieved of any responsibility for the distribution of such payment to Lessor. The cielivery or the deposit in the mail of any payment hereunder on or before the aue 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 hereunder shall be paid in the same proportion thereof as the undivided rights ana title actually ownea by Lessor bear to the entire undiviaed rights and title to the Property, the areas incluaed therein, or any compensable damages or improvements. 

5. 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 Buege as shall not unreasonably or unnecessar i ly h inde r or in te r r upt the operations of Budge, and (2) inspect the accounts and recores used in calculating production royalty paiu 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 recei.ved hereunder as confidential and not to disclose the same without prior permission of Budge. 

6. Obligations of Budge 

a. Conduct of Operations - All work performed by Budge on .the Property pursuant to this Agreement shall be aone in a good and workmanlike manner anti in compliance with all state or federal laws and regulations governing sucn operations. 
b • v~ e i 9 h t san dAn a 1 y sis - I n all cas e s w n ere 0 reo r concentrates are stockpiled off the Property or commingleci with ore or concentrates not mined from the Property, Budge shall measure ore, weigh other product, and take ana analyze samples thereof, in accordance wi th sound mining and metal-1 urg ical pr ac t ice, and keep accur a te records the r eof as a 
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basis for computing royalty payments, which recoros shall be available for inspection by Lessor in accordance with Section 5. 

c. Protection from Liens buage shall pay all expenses incurred by it in its operations on the Property hereunder and shall allow no liens arising from any act of Budge to remain upon the Property: providea, however, that Budge shall not be required to remove any such lien as long as Budge is contesting in gooo faith the validity or amount thereof. 

d. Indemnity Budge shall indemnify Lessor against and hold Lessor harmless from any suit, claim, juogment or demand whatsoever ar ising out of negligence on the par t ot Budge in the exercise of any of its rights pursuant to this Agreement, provided that Lessor, or anyone of them, or any per son or ins trumental i ty ac t ing on its benalt, shall no t have been a contributing cause to the event giving rise to such suit, claim, demand or judgment. Budge snall maintain insurance to support the indemnification requireo by this Ayreement 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 levieo 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 addition, pay all taxes related to production of Leased Substances from the Property, sUbject to Budge's right to deduct the amount of such production-related taxes from the aollar value received from the purchaser of Leased Substances in the computation of Net Returns under the provisions of subsection c(l) (c) of Section 4. Lessor shall pay, before delinquency, all other taxes and assessments on the Property and impr ovements of Lessor the r eon. I n no even t shall Budg e be liable for any taxes levied or measurea by income of Lessor, or for taxes applicable to or levied against or basea upon advance or product ion royal ty paymen ts made to Lessor under this Agreement. Budge shall have the right to contest, in the COllr ts or othe rw i se, the val id i ty 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 creait against payments thereafter to be made by Budge under the provisions of Section 4. If this Agreement is terminated or otnerwise expires, all ad valorem taxes that are Buage's responsibility shall be prorated as of the date Budge has removea its 
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improvements from the Property or Lessor agrees to their abandonment. 

f. work Requirements -

(1) Budge agrees to [)erform assessment work (unless excused, suspended or deferrea) for the benetit of the unpatented mining claims included within the Pro~erty for each assessment year during which this Agreement continues in force beyond July 1 of the applicable assessment year. l'ne 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 anyone or more of the claims will be for tne benetit of all of them. Lessor further agrees tnat if Budge acquires a right to explore areas adjacent to the Property by location, purchase, lease or option, kludge shall have tne 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, fjudge shall expend in the conduct of exploration ("Work") not less than Fifty Thousand Dollars ($50,OulJ.UO). The nature, place ana conduct of such Work shall be at the sole aiscretion ot 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 Buage of Work performed, the salaries, expenses ana benefits burden of Budge's employees or consultants performing Work. 

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

h. Reclamation - At the conclusion of any operations contemplated under this Agreement, Budge shall undertaKe or 
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shall have completed those reclamation and lanu restoration measures as may be required by state or feaeral law and regulations for those lands disturbed or conditions created by activities of Budge under this Agreement. 1n any case, prior to the commencement of mining operations under tllis Agreement, Budge shall provide Lessor witn 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 incluae at a minimum (i) the segregation and saving of topsoil during exploration and mining operations, (ii) tne measures tl1at will be taken to control erosion, lanaslides, ana water runoff, (iii) the isolation, removal or control of toxic materials, and (iv) the reshaping of the areas disturbeci, appl ica tion of the topso il, and r evegeta tion of a istur bea areas, where reasonably practicable. 

~7. Title Matters 

a. fiepresentations and warranties - Lessor represents and warrants to Budge that: (1) Insofar as the Property includes fee lands, the Lessor owns the entire undivided 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 appropr iate record maae thereof in compliance with the laws of the United States and the laws of Arizona, the assessment work for the year ending September 1 prior to the effective date of this Agreement nas 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 specifiea in Exhioit A, Lessor's title or possessory right to the Property is free and clear of all liens and encumbrances, and (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 ana copies of all title documents affecting the Property which Lessor has in its possession. 

c. Ti tle Defects, Defense and Protection - lf -- (1) in the opinion of counsel retained by Budge, Lessor' 5 ti tle to any of the Property is defective or less than 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, defena or 

-8-



initiate litigation to protect such title. In that event, Lessor snall take such actions as are reasonably necessary to assist Budge in its efforts to perfect, aefend or protect such title. If title is less than as cepcesented in this Section 6, then (and only then) the costs ana expenses of ' perfecting, defending or cocrecting title (including, but 1/ without being limited to, the cost of attorney's fees and the ~ , cost of celeasing or satisfying any mortgages, liens and encumbrances), snall be a credit against payments tnereafter 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 Interest 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 tne interest actually owned by Lessor bears to the interest as represented herein. 

e. Amendment and Relocation of Mining Claims - Hudge shal-l 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 h~_~_9.p-.r~e.9_1 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. 

f. Patent Proceedings - ULJon request of Buege at any time or times during the term of this Agreement, Lessor ag r ees to under take to obtain p:l ten t to any or all 0 f the unpatented mining claims which ar? subject to this Agreement. Buege shall prepare all documents and cO ;1pile all data and comply in all respects with the appl icab_e 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 proceeeings subsequent thereto. If Lessor begins such proceedings ana Buage thereafter requests Lessor to discontinue such pcoceedings, or .. if this Agreement is terminateCJ while proceedings are pending, Budge shall have no further obligation with respect thereto except to pay any unpaid expenses accruee in sucn proceedings prior to its request to discontinue or prior to termination, whichever occurs first. 

g. Change of Law - 1 f the laws of the Uni teo S ta tes concerning acquisition of mineral rignts on federally managea 
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lands is repealed, amenoeo, or new legislation is enacteo, Budge Ihall have the right to take whatever action it aeems appropriate to preserve a right to explore for, oevelop, and mine Leased Substances. If Budge elects to take any action under the terms ot this subsection, it snaIl first notify Lessor in writing setting forth the natl,;re of the proposeo action and an explanation tr.ereof. Lessor agrees to cooperate with Budge ana execute wnatever cocuments are deemed necessary by Budge to accomplish sucn action. Nothing in this subsection shall impose any obligation upon Budge to take any action, or diminish the [ight ot Lessor to take action it deems appropriate; provlaea, no_ever, that it Lessor chooses to take any action, it will first inform Budge of the nature of such conte~platea action. 

h. General - Notni~g r.ereln cont~i~~~ ~na no notice or action which may be taken under this ~tctlon 1 snaIl limit or detract from budge's right to ter~lnat~ tnls Agreement in the manner hereinafter proviaea. 

8. Termination; Removal of Proferty; Lota 

a. Termination by Lessor 11 buoge aetaults in the performance of its obligations hereuncier, Lessor shall give Budge written notice specifying the aefault. If the default is not cured within thirty (30) aays after Buage has receivea the notice, or if Budge has not witnin that time begun action to cure the default and aoes not tnereafter diligently prosecute such action to corr.pletion, Lessor may terminate this Agreement by delivering to Budge ~[ltten notice of sucn termination, subject to Budge's right to remove its property and equipment from the Property, as n~r~lr.aiter proviaeo. If Budge in good faith disputes the existence of a default, Budge shall initiate appropriate action in a court of competent jurisdiction within the 3Q-oay ~eriod ana the time to cure shall run from the date of a tinal oetermination that a default exists. Lessor shall have no rignt to terrrinate this Agreement except as set forth in tnls subsectlon a of Section 8. 

b. Termination by SJdge - Budge snc .. l nave the rignt to terminate this Agreement at any tlmE ~~on sixty (bu) oays prior written notice from Buoge to Lessor. From ana after the date of termination, all right, title ana interest of Budge under this Agreement snaIl terlT.lr.ate, ana cuoge shall not be required to make any fu.rtner payments or to perform any further obligations r.ereur.aer concerrnng tne Property, except payment and obligations, tne due oates tor tne paiment or performance of wnich occur prior to Lr.e termination aate, including the obligations relateo to oar.;oges to tne surtace and improvements tnereon. 
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c. Removal of Property Upon any termination or expiration of this Agreement, Buoge shall have a perioa ot six ' (6) months from and after the effective date ot termination within which it must remove from the Property all of its machinery, bUilaings, structures, facilities, equipment and other property of every nature and description erected, placea or situated thereon, except supports placed in shafts, drifts or openings in the Property. Failure ot Budge to so remove tne same shall consti tu te an abandonmen t by Budge to Lessor of the same; provided, however, that Buege may still be required to remove such property upon notice from Lessor at any time during the six-month period ana thirty (30) days thereafter. Lessor may also, within fifteen (15) days after such notice of termination by Budge, elect to purchase any structures placed on the Property by Buege. The purchase pr ice 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 terminated, upon written request given by Lessor within thirty (30) days of said termination, Budge shall, wi thin a reasonable time, furnish Lessor copies of all available noninterpretive exploration, development and mining data pertaining to tne Property prepared by or for 8udge. 

e. Relinquishment of Record If this Agreement is terminated or otherwise expires, Budge shall proviae 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 Ferrnitted here­under shall be effec ~ ive when personally delivereu or deposited, pOE'.tage prepaid, certifiee or registered, in the united States mail to the addresses specified ~bove. In the case of notice to Budge, duplicate notice Shad be given to DMEA Ltd., 4203 N. Brown Avenue, Suite P, Scottsaale, Arizona 85251. Either party .ma'y, 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 tne other par ty, 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 [jarents or subsidiaries of their corporate parents. A subsidiary snall be deemed any corporation or other entity in which tne party or 'its parent owns or controls cl 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, wi thou t 1 iab i 1 i ty , from performance of its obligations set fortn in tnis Agreement (except as to obligations set forth in Sections 4 and 6), but the provisions shall ~gain come into full force and effect upon the termination of the peri0d of delay, pre­vention, disability or condition. "Force majeure" includes all d isabi 1 i ties ar ising f rom causes oeyonli the reasonable control of ' Budge; including, without limitation, acts of Goa, accidents, fires, damages to facilities, labor troubles, unavailability of fuels, supplies and equipment, orcers or requirements of courts or government agencies, the inability to obtain env ironmental clearance or operating permi ts that may be required by governmental authorities, or if tne prevailing levels of operating costs in relation to pre­vailing levels of pr ices 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 effe~tive date of this Agreement, any part of wnicn claim is withi.n one mile from the exterior bO 'lOdaries of the Property (the "Area of Interest"), such clains shall oecome part of the Property (unless in the case of ' .. essor, Budge elects not to :_ nclude 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 reccrd a Memorandum of this Agreement in a form sufficient to constitute record notice to third parties of the rights granted hereunder, which may be recorded in the otficial records of Maricopa County, Arizona. 

14. Construction 

a. Governing Law - Tnis Agreement shall be construed by the internal laws but not the laws of contlict of the 

-12-
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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) LIMITEu 

BY~~~~~ ____ ~~~ ____ _ 
A. F. Budge, Chai 
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UN ITEO KI NGDO~1 ) 

) SSe 
) 

Before me, the unaersignea officer, personally appearea 
A. F. Budge, known to me to be the Chairman of A. F. t3uage 
(Nining) Limited, Q ~ registered co~.r0ration unaer tne laws of 

land, this ~ .... aay of ~\A.{~- , 1~b4, allu 
leaged that he executea the foregolng UOcument tor ana 

if of the corporation with fUl~~~~~O so, 

Title: "vtR", ~~v 

) 

county of Maricopa 
) 5S. 
) 

The foregoing instrument 
..:3I~t day of a ''1rJ ¢ 

President of V. M.:, Inc., 
on behalf of the corporation. 

My ~ommission expires: 
My Commission ExpIres "pcjl 14. 1987 

'. 

was acknowledged before me tnis 
, 19b4, by Larry n. Seal, the 

an Arizona corporation, for ana 

... 

Notary ~ublic 
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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 llorth, Range 6 !'lest, 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 

Canon City 
Gold Nugget 
Astor 
Conkling 
Custer 
Elmore 
Hamilton 
Jane Elmore 
Sheridan 
Sherman 
Talmage 
Van Buren 
Pit Gold 
Vulture Extension 

Unpatented Lode Mining Claims: 
( 

~tineral Survey No. 

1797 
1797 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2522 
3146 

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 Seria1 No. Name of C:aim Book/Dkt Page A Me 

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 DeseI::t #9 29 597 71748 Reserve #1 1965 161 71749 Reserve #2 1965 162 71750 Reserve #3 1965 163 71751 
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Mrcpa Cty Rcds 
Name of Claim ~ Page 

Rosa de Oro 
Rosa de Oro #2 
Thomas 
Vulture North 

J.S. Group 

29 
29 
29 
35 

1 to 25 inclusive 7682 

Desert Group 
D-1A, 2, 3, 4, 5A, 
6, 7, SA, 9A, 10 to 
142 inclusive, 144 
to 155 inclusive 

Vulture Group 

15828 

V-I to 20 inclusive, 
V-25 to 81 inclusive, 
81A, 82 to 89 inclusive, 
90A, 91 to 174 
inclusive 15828 

B-Lan Group 
1 to 21 inclusive, 15952 
22, and 23 16260 

Zen Group 
1 to 21 inclusive 15952 

Alan Group 
1 to 42 inclusive 15952 

and 16025 

591 
592 
593 

60 

390-439 

475-781 

79-419 

600-640 
601-603 

54~-584 

451-509 
518-540 

Unpatented Placer Mining Claims: 

BLH Serial No. 
A l-!C 

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 ~f record of the location notices of the unpatented placer mining claims in the official records of the Maricopa County Recor1er and the authorized office of the hrizona State Office of the Bureau of Land Management are as follows: 

Name of Claim 

~, • M • P. C 1 aims 
1 to 13 inclusive, 
18 to 38 inclusive 

J.S. Group 
1 to 16 inclusive 

Mrcpa Cty Rcds BLM Serial No. 
Book Page A ~lC 

11693 739-776 77018 to 77051 inclusive 

7685 387-402 71781 to 71796 inclusive 
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~IRST AMENDMENT TO OPTION AND LEASE AGRBJMENT 
BY THIS FIRST AMENDMENT TO OPTION AND LEASB AGREEMENT 

effective February 1, 1985, 

by and between V. M. P., Inc., an Arizona Corporation, whose addre •• is Box 20202, Wickenburg, Arizona 85358 (-Lessor­herein) , 

and 

A. P. BUDGE (MINING) LIMITED, a registered corporation under the laws ot Enqland, whose address in West Carr Road, Retford, Nottinghamshire, Enqland DN22 7SW (-Budge-), 
the Lessor 
obligations, 
entered into 
followsl 

and Budge, in oonsideration of mutual promises and have modified their Option and Leas8 Agreement effective July 1, 1984 (the -Agreement W), as 

1. Exercise 2! Option 

By this Amendment Budge has exercised ita option to leas. the Property and the Agreement hereafter constitute a lease of the Property under the terms of the Agreement as modified by this Amendment. 

2. Term 

Th. prov1s10ns of Section 3 of the Agreement are hereby deleted and the following substituted therefor a 

Onles. sooner terminated under the termination provisions of the Agreement, thia Amendment shall be for a term that shall remain in force for so long as Budge makes the payments specified in Section 3 hereinafter contained and performs annual work as required by subsection f (1) of Secti·)n 6. 
" .. 

Once production commences, the lease shall remain in force so lon~ as Leased Substances are continuously produced from the propetty. The term may be extended by reason. of force majeure, •• specified in Section 11 of the Agreement. Opera~ions shall be deemed continuous .s long as mining, processing or marketing operations do not cease for a period of more than ninety (90) consecutive days or it the Property does not produce Three Hundred Fifty Thousand Dollar. ($350,000.00) in gros. sal.. or stockpiled value. of Leased Substances. 

3. Payments 12 kelsor 

Subsection a of Section 4 is hereby deleted, subl.ct1on b of Sec~lon 4 is hereby deleted and the follOWing substituted 

1 

EXHIBITB 



/ 
theretor, and a new sub •• c~ion 9 of Section 4 i. hereby added a. follow. I 

b. Advance Minimum R0S:lta - Budge .hall pay Les.or an Advance Mini~um Royalty Ie on the average Handy and Harmon quoted buying price tor industrial gold bullion tor 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 followinq scale, 

!!B Price/Ounce 

Less than $266.99 
$267.00 to $299.99 
$300.00 to $333.99 
$334.00 to $366.99 
$361.00 to $399.99 
$400.00 to $433.99 
$434.00 to $466.99 
$467.00 and above 

Monthly Payment 

$2,500.00 
$3,000.00 
$3,500.00 
$4,000.00 
$4,500.00 
$5,000.00 
$5,500.00 
$6,000.00 

Such Advance Minimum Royalty payments shall be payable monthly in advance on or before the fifth day ot the month and shall be a credit insofar as they will 90 toward' any monies due Lessor under the provisions of Bubsection c of thia Section 4. 

g. Production Bonus - If Budge elect. 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 Bud~e commi~s to the expenditure of funds tor a full-scale development ot the Property based on the conolusions ot a feasibility study and shall not include a pilot plant, bulk saaplin~ or other larqe volume metallurgical or mine testing. The production bonu. shall b. paid on or before thirty (30) day. atter Budqe'. announcement to i~. stockholders that production will commence. 

4. Notioe 

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

5. Ratification 

Except a. specifically modified herein, remains in full force and effect. 
the Agreement 



" 
SIGNED, etfective a~ jt the date recited above. 

LaSSORI BUDGE I 

V.M.P., INC. A.P. 8~GB (MINING) LIMITED 

BY: __ ~~ __ ~ __ ~~~~ ____ __ 

Larry W. Beal, President An 

l 



UNITED ICINGDOM ) 
) aa. 
) 

Before me, the under8igned officer, personally appeared A. P. Budge, known to me to be the Chairman of A. P. Budge (Mining) Limited, a registered corp ration under the law. of England, thi. \:s~ day ot , 1985, and acknowledged that he e ecuted the fQre in9 document tor and on behalf ot the corporati with full authority to do 10. 

-I-L . ~~ (u1LV 
~ 'l'itle. 

STATB OP ARIZONA ) 
) 88. 

County ot Maricopa ) 

Th. foregoing instrument was acknowledged before ma this 8th day of April, 1985, by Larry W. Beal, the President of V. H. P., IDe., an Arizona corporation, for and on behalf of the corporatioD. 

~airn.i a.:o·!3~ 
NC,"cz"z..~"r Public 

". 

4 

My commission expires: 

lriy Comm/S5lon expires Apr" 14, 1981 



¥ ¥. ~"'v I I LlUNALU::;ON 
""ORNEY·"T . LAw 

301 WEST INDIAN SCHOOl ROAD, SUITE 102 

Ntcl'Y£P ~"CDI liiWNAlg. BRA ...... 
YElWIN • LACY. "e. 
MAY 14 1990 

2101 N. CENTRAL AVE .. IT[. 1844 
fHOENiXt ARIZONA 15012-2.736 

A. F. Budge 
West Carr Road 

PHOENIX. ARIZONA 85013·3214 
TElEPHONE: (602) 264·1351 
TElECOPlER (602) 279·9018 

May 9, 1990 

Rettord, Nottinghamshire, 
England DN22 7SW 

John C. Lacy 

DMEA Limited 
7340 East Shoeman Lane 
Suite 111 "8" 
Scottsdale, Arizona 85251 

DeConcini" McDonald, Bremme~, Yetwin, 
2525 East Broadway Blvd., Suite 200 
Tucson, Arizona 85716 

Lacy & Zimmerman, P.C. 

Arizona Exploration, Inc. 
Exodyne Business Park 
8433 North Black Canyon HWy., Ste. 158 
Phoenix, Arizona 85021 

Re: V.M.P., Inc. - A.F. Budge (Mining) Limited Option and Lease Agreement: Notice of Default 

Gentlemen: 

V.M.P., Inc., an Arizona corporation ("V.M.P."), pursuant to Sect ion 8 of the above-referenced opt ion and Lease Agreement dated July 1, 1984, and the First Amendment thereto, hereby gives A.F. Budge (Mining) Limited (IIBudge") notice of default. The defaults are specifically described below. 

1. Budge, or its agent, is treating or detoxifying solid wastes from another property at the Vul ture mine sj te. The details of this operation are provided in Exhibit A. This activity is not IIMineral Exploration" or "Mining Actj"ities" as defined in Sections 2.b.(3) and 2.b.(4) of the Agreement. V.M.P. requests that Budge immediately cease this activi ty and remove the approximately one hundred twenty five (125) cubic yards of material. 

2. Budge has assigned the Agreement to Arizona - Ontario Explorat ion, Inc. (" Ar izona Exploration") wi thout permission of V.M.P. That assignment is described in Exhibit B. Section 10 of the Agreement requires consent by V.M.P. before an assignment is effective. V.M.P. will not approve the assignment because Arizona Exploration is not complying with federal mining laws and regulations as described in paragraph 3. 

3. Arizona Exploration is conducting mineral exploration activities on the property. The location of those activities is shown by the well registration documents attached hereto as Exhibit C. As of May 4, 1990, Arizona Exploration is conducting 

EXHIBIT C 
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Page two 
V.M.P., Inc. 

W. SCOTT DONALDSON 
ATTORNEY·AT·LAW 

301 WEST INDIAN SCHOOL ROAD. SUITE 10~ 
PHOENIX. ARIZONA 85013·3214 

TELEPHONE: (6021 264·1351 
TELECOPIER (6021279·9018 

those activities without having applied for or obtained the requisite federal permits or notices. 

4. Budge has failed to properly maintain unpatented mining claims as required by Sections 6.a. of the Agreement. The details of this fail ure are Exhibit D. 

all of the 
and 6 . f. ( 1 ) 
outlined in 

5. Budge has failed to pay the advance minimum royalties due, pursuant to Section 4 . b. of the Agreement as amended, on March 5, AprilS, and May 5, 1990 . Although Arizona Exploration has attempted to make the April 5 payment, as indicated by Exhibit E, V.M.P. cannot accept this payment since it has not approved the Budge - Arizona Exploration assignment. 

6. Budge has failed to make the $75,000.00 Production Bonus Payment called for in Sect ion 3. g. of the "First Amendment to Option and Lease Agreement" dated February 1, 1985. Budge has been operating a heap leaching facility on the property since approximately May 27, 1988 as is indicated by Exhibit F. This activity must be defined as mineral production since Budge is sending concentrates to G.D. Resources, Inc . and receiving payments therefrom, as indicated by the settlement statements attached hereto 89 Exhibit O. Budge is calculating the advance mineral royalties paid to V.M.P. against income from 0.0. Resources, Inc. The "Remarks Sheet" (Exhibit H), given to Larry Beal on February 20, 1990 by Ron Short, shows this calculation an·! leaves V. M.P. convinced that Budge is producing minerals from thO! property . 

7. Budge has failed to transfer the Vul ture townsi te to V.~.P. V.M.P . 's intent in agreeing to Section 12 of the Agreement was that any interest associated with the Vulture Mine and obtained by Budge wi thin the described boundaries would be subject to V.M.P. ownership. 

8. Budge has failed to employ John Osborn throughout the term of the Agreement pursuant to Ben Dickerson's agreement with V. M.P. 

WSD/dmm 
cc : V.M.P., Inc. 
Enclosures 

v.(1~ Jtu~~) Yr~ _ 
.I!j~ /() f\()) - . ~-i:> ' 
W. Scott Donaldson, Esq. 
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PLEASE REPLY TO TUCSOI 

V.M.P., Inc. 
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ATTORNEYS AT LAW 

May 24, 1990 
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Re: vulture Mine Properties, Inc. - A. 'I. Budge (Mining) Limited1 option and Lease Agreement, Notice of Default dated May 9, 1990 

Gentlemen: 

This letter is in response to Mr. Scott Donaldson's letter dated May 9, 1990, which was styled as a Notice of Default on behalf of V.M.P., Inc. under the referenced Agreement (the wNoticeW). This letter is in response to the allegations contained in the Notice. 

Item Number 1: 

By Item No. 1 of the Notice, it is asserted that the actions undertaken by A. F. Budge and \-:estern Technologies in pe~forming a remediation of certain material removed from land outside of the land subj ect to the Agreetr.ent is not wminera1 explorationw 
nor Wmining activitiesw as granted under the terms of the Agreement. All of the actions related to the bio-remediation complained of are being taken on portions of the Vulture City Townsite purchased by A.F. Budge (Mining) Ltd., from the Superior Court of the state of Arizona, which land is the sole property of A.F. Budge and not subject to the terms of the Agreement. 
Items Number 2, 3, and 5: 

Items Nos. 2, 3, and 5 of the Notice are inter-related and will thus be discussed together. 

EXHIBITD 



v . M. P., Inc. 
May 24, 1990 
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ATTOAN~Y. AT LAW 

As to the assertion in Item No.2, V.M.P. has previously been requested by A. F. Budge to approve an assignment of the Agreement to Arizona Explorations, Inc. and V.M.P. refused to take any action and has also insisted on some sort of money payment for the transfer, which payment is not required by the Agreement. By the Notice, the only basis for this refusal is that requisite federal permits for operations on the Property have not been obtained by Arizona Explorations. It is the position of A. F. Budge that V.M.P. originally withheld approval of the assignment without reasonable cause as evidenced by the fact that only post-assignment operations form the basis for the allegations of the Notice. Further, the deficiency asserted as set forth in Item No. 3 is that Mas of May 4, 1990, Arizona Exploration is conducting those activities without having applied for or obtained the requisite federal permits or notices.· To date, Arizona Explorations has drilled two holes on the property, both of which have been on patented mining claims and therefore has filed requisite notices with the Arizona Department of water Resources for the drilling and completion of these drill holes. Because these activities have D2t taken place on federal land, it is A. F. Budge's position that no additional permittinq is required and therefore there has been full compliance with the terms of the Agreement. 

These facts also relate to the allegations of Item No.5, by which it is asserted that certain payments have not been made ,as required by the Agreement because such payments have been tendered by Arizona Explorations without approval of the assignment. However, since no violation of the terms of the Agreement exists, as discussed above, V.M.P. is in no position to assert that it cannot accept payments from Arizona Explora-:ions. 
Item Number 4: 

Under the allegations contained in Item No. 4 of the Notice, V.M.P. has asserted that A. F. Budge has failed to properly maintain all of the unpatented mining claims as required by sect ions 6. a • and 6. f. (1) of the Agreement. This assertion apparently stems from two letters addressed to V.M.P. from the Uni ted states Bureau of Land Management dated May 12 and 13, 1990, wherein it was asserted that certain mining claims were being voided as a result of improper filings of annual assessment work. Subsequent to receipt of these letters, and as a result of actions taken by A. F. Budge, this decision of the Bureau of Land Management was vacated in part by a letter to Mr. Larry Seal on April 10, 1990, which decision reinstated all of the mining 
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claims subject to the Agreement with the exception of the Vulture ft 81-83, 8lA and VHP 6 and 7. 

In this regard, I call your attention to the fact that the Vulture f8l, '8lA, '82 and '83, were declared null and void by a decision of the Arizona state Office of the Bureau of Land Management dated December 5, 1985, for the reason that these mining claims were located within the limits of the Vulture City Townsite and thus were void from their inception. As you will recall, this decision was appealed to the Interior Board of Land Appeals and was affirmed by an Order dated November 3, 1987. The possibility of taking appeal from this decision was then discussed with Mr. Scott Donaldson and the decision was made to not appeal to the united states Federal District Court. 

As for the VMP 6 and 7, these claims were originally located on land owed by the state of Arizona (Section 2) and were therefore void from their inception. 

Item Number 6: 

By Item No.6, the assertion is made that V.M.P. is owed $75,000.00 as a production bonus payment. Under the terms of subsection g of Section 4 of the Agreement, if A. F. Budge elects to commence mineral production on the Property, V.M.P. was to be paid a one time production bonus of $75,000. The ·commencement of production· under the terms of the Agreement occurs when: 

Budge commits to the expenditure of funds for a full-scale development of the Pl"Operty based on the conclusions of a feasibility study and shall not incillde a pilot plant, bulk sampl ing 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 Budge has undertaken on the Property consists of reprocessing mine tailings from the pit Gold patented mining claim and from within portions of the Vulture City Townsite which operation was not based on any mine feasibility study. The parties contemplated that actual mining operations would be required as a prerequisite to this payment as evidenced by the contractual provision making the payment contingent upon ·a full-scale development of the Property.· The reprocessing of 
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the tailings is not a ·mining operation· in the strict sense of the word and the terms of the Agreement for purposes of the production bonus. No claim has ever been asserted that V.M.P. is not entitled to royal ties on metal values recovered from the tailings. 

Further, other provisions of the Agreement suggest that the tailings reprocessing would not be the ·full-scale mining· contemplated by the Agreement because if such processing were considered full-scale mining, such construction would cause considerable problems in the long-range development of the Property because once ·production· commences, the term is fixed on the continuation of production. The reprocessing of the tailings is a relatively short-term activity and 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. 

Item Number 7: 

By Item No. 7 of the Notice, it was stated that A. F. Budge had refused to convey the Vulture City Townsite to V .M. P. in violation of the terms of the Agreement. By the terms of subsection c of section 7 of the Agreement, if title to any of the Property was defective, A. F. Budge was authorized to ·perfect, defend or initiate litigation to protect such title.· Further, in the course of such activities, A. F. Budge was permitted to deduct the cost of ·perfecting, defending or correcting title (including. the cost of releasing or satisfying any mortgages, liens and encumbrances) . . .• Thus, th~ Agreement clearly contemplates thit some sort of correction of defects in title would be entailed. As referred to above, in this case, the Bureau of Land Management rejected a number of mining claims that were situated within the limits of what turned out to be the Vulture City 'fownsite in effect holding that V.M.P. never had any title to the ground in question. 

After appealing the Bureau of Land Management decision without success, A. F. Budge took certain actions to acquire title to the unsold portions of the Vulture City Townsite from the Judge of the Arizona Superior Court for Maricopa county (as the successor in interest to the Probate Judge who was granted the original title as trustee for the occupants of Vulture City). Such purchase was not a perfection or defense of V.M.P.'s title to the Property, but was instead the acquisition of new rights from a third party. There are instances under the Agreement 
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where such new rights are to be included under the Agreement, but it appears that the instances when any such new rights will be included within the terms of the Agreement are limited to the location of mining claims within the "Area of Interest" as specified under section 12 of the original Agreement. 

When application was made to purchase the unsold portions of the Vulture city Townsite by Ben F. Dickerson, then acting as manager for A. F. Budge, because the "Pit Gold" patented mi:ling claim was also within the boundaries of the townsite patent and therefore might be found to be illegally issued, this office prepared the requisite paperwork to permit V .M. P. to purchase that portion of the townsite that was in conflict with the Pit Gold. As a part of this process Mr. Dickerson purchased 109.239 acres and Mr. Beal purchased 20.661 acres. Separate Quitclaim Deeds to Unclaimed Townsite Lots were signed on March 4, 1987, gran~ing the separate parcels to Vulture Mine Properties, Inc., an Arizona corporation and to Ben F. Dickerson, III. This interest was later acquired by A.F. Budge (Mining) Limited from Mr. Dickerson's estate. The total cost of acquisition to A. F. Budge included, without limitation, $12,046.83 in legal fees and other costs associated with the action, an appraisal fee of $1,500, the purchase price of $16,400.00, a survey bill of $5,409.72, and approximately $10,000.00 of time allocated to personnel of A.F. Budge. At the time of the application, Mr. Beal never asserted that the separate acquisition of title was to be for his benefit, as for example, the perfection of the pit Gold patented claim was, nor has Mr. Beal ever offered to pay the costs associated with such acquisition. 

Item Number 8: 

By Item No. 8 of the Notice, it has been asserted that A. F. Budge has failed to employ Jchn Osborne. Compensation to be paid to Mr. Osborne by A. F. Budge has, to the knowledge of personnel of A. F. Budge, been referred to in only one document, which document is a 1984 "Memorandum of Understanding" providing for compensation to James and John Osborne for certain work during a preliminary or "option" term of the Agreement, but 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 Osbore [sic], provided however, that the decision to 
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use or not use such services shall be within the sole discretion of Budge. 

This provision thus refers to the option granted under the terms of the Agreement, the application provision ot which (Section 3) provides that: 

Unless sooner terminated under the termination provisions herein 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 long thereafter as Leased Substances are continuously produced from the Property. 

By the First Amendment to option and Lease Agreement effective February 1, 1985, A. F. Budge exercised its option to lease the Property, and after having used Mr. John Osborne's services for an additional period of time, in August, 1988, advised Mr. Osborne that no further assistance was required. 
A. F. Budge has fully complied with any obligations to V.M.P. regarding Mr. Osborne, and under the terms of the applicable provisions, has the sole discretion whether or not to use Mr. Osborne's services. 

I hope that th( : foregoing answers the allegations contained in the Notice. Howaver, inasmuch as the Agreement requires the fil ing of an action in Superior Court if a disagreement exists over any assertion of default, A.F. Budge ~ntends to file such an action concerning all allegations referred to in the Notice dated May 9, 1990, within the next sev a ays unless advised that the allegations are no longer co idere deficiencies based on the contents of this letter. 

c: A. F. Budge 
Carole A. O'Brien 
stanley W. Holmes 

0517900310.jc12.840127 



DECONCINI McDONALD BR.AMMER. YETWIN 8 LACY 
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PLEASE REPLY TO TUCSON 

w. Scott Donaldson, Esq. 
301 W. Indian School, #102 
Phoenix, AZ 85013-3214 

ATTORNEYS AT LAW 

May 1, 1990 

2525 EAST BROADWAY BOUL E V ARD, SUIT E 200 

TUCSON, ARIZONA B5716-5303 

( 602 ) 322-5DDO 

FAX : (602 ) 322-5585 

2901 NORTH CENTRAL A V ENUE, S UIT E 1644 

PHO E NIX. ARIZONA 85012-2736 

( 602 ) 241- 0100 

FAX: (602 ) 24 1- 0220 

RECEIVED MAY 2 1990 

Re: Vulture Mine Properties/A.F. Budge (Mining) 

Dear Scott: 

This letter is to confirm our previous conversations with 
respect to the Notice of Default that you sent to me regarding 
the Vulture Mine and the agreement between V.M.P. and A. F. Budge 
(Mining) . We have agreed that the Notice of Default could be 
ignored and that you would prepare a new notice to be transmitted 
to A. F. Budge directly and by which notice you would provide 
some further specifics regarding Mr. Beal's allegations of 
default. 

I appreciate your 

bpm 

c: Carole A. O'Brien 
Stanley A. Holmes 

0501901105.jcI2.840127 
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TO: R.R. Short 

FROM: D.H. Allen 

DATE: 4/6/90 

SUBJECT: VULTURE STATUS REPORT 

Production as of March 20, 1990 is 3,634.8 ounces gold and 

10,922.8 ounces of silver. The gold produced so far represents 

71% of the cyanide soluble gold that was indicated to be 

recoverable from previous metallurgical test work. We had 

expected that 80% or 4040 

readily recoverable. It is 

ounces of the soluble gold to be 

possible that we can eventually 

recover the 406 ounces and more, but they are going to be very 

slow in coming. The production at the present is only paying the 

cost of the operation and could conceivably do this for some 

time. In essence this means that the Vulture could continue 

operating during most of the detoxification period and not be a 

financial burden on the company. 

The detoxification period will consist of first allowing the 

free cyanide to decline in the solution by stopping any further 

addition of sodium cyanide and recycling the barren solution to 

the heaps. We are hoping that there are enough natural occurring 

cyanicides in the heaps to drop the free cyanide level so that it 

may not be necessary to use oxidation chemicals. Once the cyanide 

level has reached 0.2 pounds per ton, the pH will be allowed to 

gradually decrease to 8.0 or less. To accomplish this, the 

solution will be sprayed on top of the heaps so that C02 will be 



absorbed to buffer the lime. The objective is to have a return 

solution containing no more then 10 ppm or .02 pounds per ton 

cyanide and a pH of 8.0 or less. When this has been achieved, the 

heaps will be allowed to drain and the ponds to evaporate. 

Presently our solution is .4 pounds per ton cyanide, down from 

.7, and a pH of 11.2, down from 12.0. 

DHA 



A.F. Budge (Mining) Limited 

April 6, 1990 

Stanley W. Holmes 
President 
Arizona Explorations, Inc. 
Exodyne Business Park 

4301 North 75th Street 
Suite 101 

Scottsdale. AZ 85251-3504 

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

8433 North Black Canyon Hwy., Suite 158 
Phoenix, Arizona 85021 

Re: Lease payments to V.M.P., Inc. 

Dear Stan: 

In accordance with the original lease with V.M.P., Inc. 
and the subsequent assignment to Arizona Ontario Explorations, Inc., 
on March 1, 1990, advance minimum royalty payments are due V.M.P., 
Inc. on March 5 and April 5 and thereafter as long as the lease 
is in effect. 

The March 5 payment of $5,000 and the April 5 payment 
of $5,000 should be mailed to: 

Larry W. Beal, President 
V. M. P ., Inc. 
1414 E. Purdue 
Phoenix, AZ 85020 

Very truly~ours, ~ 
! J ,h l =- . 

. --,t:Xc..:~? ~k:; 
Ronald R. Short 
General Manager 

DIRECTORS: A,F. Budge, O,B,E .. C,Eng .. F,LC,E .. F,I.H.T,; Mrs I. Budge: 7602 Clearwater Parkway. Paradise Valley, AZ 85253 
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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 f urther aqrees 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 usin g 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 exerc ises 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. 
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SIGNED, effective as of the date r ecite d above. 

LESSOR: 

V.M.P., INC. 

~2Ad/ 
~. Beal, President 

tJNI'I'ED KINGDOM 
ss. 

LESS8E: 

A.F. BUDGE (MINING) LIMITED 

By 

\ 
\ ) \ 

r)"~\tS _ 
A.F. Budge, Chairman 

J 

Before me, the undersigned office r, 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 I .... I U , '--<-- • ,1984, and acknowledged that he 
executed the foregoing document for and on behalf of the corporation 
with full authority to do so. I 

III' \ J ., 
I ' -.j 

Notary Public 

STATE OF ARIZONA 
ss. 

County of Maricopa 

The foregoing instrument was acknowledged before me this 
3/ j/ day of , 1984, by Larry W. Beal, the 

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

t' l ), ( 
{ ' 

Notary Public 

My commission expires: 
My Commission Expires-April 14, 198/ 
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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. 
whose address is Box 
("Lessor" herein), 

and 

P., Inc., an Arizona corporation, 
20202, Wickenburg, Arizona 85358 

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 
consi tute 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(l) 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 Royal ty 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 

Less than $266.99 
$267.00 to $299.99 
$300.00 to $333.99 
$334.00 to $366.99 
$367.00 to $399.99 
$400.00 to $433.99 
$434.00 to $466.99 
$467.00 and above 

Monthly Payment 

$2,500.00 
$3,000.00 
$3,500.00 
$4,000.00 
$4,500.00 
$5,000.00 
$5,500.00 
$6,000.00 

Such Advance Minimum Royal ty 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 
credi t insofar as they will go toward any monies due 
Lessor under the provisions of subsection c 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 large 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 dupl ica te notices to Budge is hereby 
changed to DMEA Ltd., 7340 E. Shoeman Lane, Suite III "B"(E), 
Scottsdale, Arizona 85251. 

-2-



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: 

V. M. P., INC. 

8y ____________ ~--~--~~-­
Larry W. Beal, President 

BUDGE: 

A. F. BUDGE (MINING) LIMITED 

By ________ ~~--_=~~--------
A. F. Budge, Chairman 

-3-



UNITED KINGDOM 
SSe 

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 
SSe 

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 

-4-



08-14-64 
JCL 

OPTION AND LEASE AGREEMENT 

BY THIS OPTION AND LEASE AGREEMENT 

effective as of the 1st day of July, 1984, 

by and between v. 
whose address is 
herein) , 

M. P., INC., an Arizona corporation, 
Wickenburg, Arizona 85358 ("Lessor" 

and 

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

the Lessor, in consideration 
herein, has granted certain 
following terms and conditions: 

1. Recitals 

of the 
rights 

agreements 
to Budge 

set for th 
under the 

Lessor is the owner of certain mineral properties in 
Maricopa County, Arizona, more particularly described in 
Exhibi t 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 aut.horized 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 lease and let the Property exclusively unto 
Budge, its successor s and ass igns. Our ing the term of the 
option Budge shall have the right to conduct Mineral 
Explor at ion and upon exerc i se of its opt ion, Budge shall 
thereafter have the right to conduct Mining Activities to 
produce, ~rocess and market Leased Substances during the term 
hereof. 

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

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



particular ly descrioed in Exhibic A attacneu hereco. 

( 2 ) ~Leased Substances~ snail incluae, out without 
being limitea co, a l l soil, sand ana gravel, rock, ores, 
minerals and mineral rights in, upon and under tne Property, 
excluding, however, coal, geotnermal resources, oil, gas, ana 
associated hydrocarbon gases. 

(3) ~Mineral Exploration~ shall incluae tnose 
activities tnat Budge, in its sole Juagment 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 ana tne metallurgical and pnysical properties of 
such ores ana minerals; including, but not limited to, 
surface trenching, excavations, geopnysical ana geochemical 
surveys, drilling, the sinKing of shafcs for bulK sampling, 
and furtner including tne right to use tne surface for 
access, co place and use facilities on the surface and to use 
water and otner surface resources tnat may De useful or 
convenient in connection with sucn activities. 

(4) "t'4ining Activities" 
to those activities constituting 
activities related to the mineral 
the Property including the right: 

shall incluae, in adaition 
Mineral Exploration, all 
development ana mining of 

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

to place,construct, maintain, use, and 
remove such structures, facilities, eCJ.uipment, 
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 tne rights nerein 
grantea; 

-- to mix or commingle Leased Substances with I 
any otner ores produced off tne Property, proviaea 
that Budge snaIl first weigh, sample, and assay tne 
Leased Substances in accoraance with recognizea 
industry practice; 

-- to conduct any mining upon the Property and 
Budge's mining of adjoining or nearby lanas as a 
single mining operation as if tne Property ana all 
such other properties constituted a single cract of 
land, in which event Budge shall have the exclusive 
right to use structures, facllities, equipment, 

-~-



roadways, naulageways, and all otner appurr.enances 
installed on the Property for tne ~ur?ose ot 
producing, removing, treating or transporting 
metals, ores, minerals or materials from aajoining 
or nearby property owned or control lea by audge and 
the right to mine and remove Leased Substances from 
the Property through or by means of snafts, 
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 ana 
other materials from mining operations on tne 
Property and adJoining properties being m~neQ witn 
the Property as a single mining operation; provided 
tha t rna ter ials from otner lands may not De 
deposited on the Property if it would interfere 
witn potential mining operations on tne Property. 

3. Te rm 

Unless sooner terminated under the termination provi­
sions hereinafter contained, the term of tne option snaIl oe 
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 tne option 
and for so long thereafter as Leased Substances are 
continuously produced from the Property. The term may be 
extended by r~asons of force majeure, as specified in Section 
11 hereof. / 'bpeii"atlbns ~ shall be deemed continuous as long as 
mining, processing or marketing operations do not cease tor a 
per iod of more than ninety (90) consecutive days or if the 
Property does not produce Three Hundred Fifty Thousana 
Dollars ($350,000.00) in gross sales or stockpiled values of 
Leased Substances for any calendar year. 

4. Payments to Lessor 

a. Option Payments Budge 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. ;:1ucn 
payment shall be payable monthly three lUonths in aavance. 
The first payment consisting of Nineteen Thousand Five 
Hundred Dollars (S19,500.00) and representing tne payment for 
the months of July, August, and September, 19b4, Shall be 
payable upon execution of this Agreement. Aaoitionally, if 
Budge elects to extend its option for tne secona year, it 
shall pay Lessor a one-time bonus of Twenty-Five Tnousand 
Dollars ($25,000.00). 

b. Advance Minimum 
exercises its option to 

Royalty 
lease tne 

-3-
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payments (but not any bonus) maae to Lessor unaer tne 
provisions of suosection a aoove shall constituee an advance 
minimum royalty. Budge shall tnereafter ?ay Lessor Six 
Thousand Five Hundred Dollars (S6,5CJO.UO) per montn as an 
advance minimum royal ty payable in tne same manner as sec 
forth above. Such advance royalties shall be a creale 
insofar as they will go toward any monies due Lessor under 
the provisions of subsection c of this Section 4. 

c. Production Royalty If Buage mines ana markets 
Leased Substances from the Property, Budge snaIl pay to 
Lessor a proauction royalty of a specified percentage of tne 
HNet Returns H received by Budge from the sale or otner 
disposition of Leased Substances. Such percentage snaIl Oe 
based on the price of gold as determined on the aate at sale 
or other disposition of Leased Substances accoraing to the 
Englehara buying ~rice ot inaustrlal bullion on tne date ot 
sale as follows: If gola is S4GO or less, 6%; $4ul to $6uu, 
7%; ~601 to $800, 8%; $8Lil to $1,000, 9%; $1,001 to ~1,2lJO, 
10%; $1,201 to $1,400,11%; $1,401 or more, 12%. The term 
HN~t Returns H shall mean the total dollar value receivea from 
the purchaser of Leased Substances, less: 

(1) in the case of sale of raw are or concen-
trates: (a) any weighing, sampling, penal ty, processing or 
other charges assessed by the purchaser; (b) selling charges; 
(c) any sales, severance, gross proauction, privilege or 
similar taxes assessed on or in connection witn the are 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 tecnniques in addition to the deductions specifiea in 
(1) above, all processing and recovery costs incurred beyona 
the point at whiCh the leacning reagents are applied to ehe 
ore being treated (including the cost of reagents) shall be 
deducted from the s~lling 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 and items 
of cost equivalent to the deductions set fortn above ana in 
any case not more than would be availaole at the nearest 
purchaser otnerwise willing to accept such Leased Substances. 

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

-4-



period under Section 4b nereof. All production royalcy snail 
be accompan1ea by the settlement sneets or a similar state­
ment showing the basis upon wnicn the payment was computea. 

e. Method of ~laking Payments - All payments requ:rea 
hereunder may be mailed or delivered to Lessor's aadress 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 aue date thereof 
snail be deemed timely payment hereunder. 

f. Fractional Interest All payments under th1S 
Agreement, unless specified otherwise, are basea 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 1/ 
payments made nereunder shall be paid in the same proportion 
thereof as the undivided rights and title actually ownea by 
Lessor bear to the ent ire una i vided rights and ti tie to the 
Property, the areas included therein, or any compensable 
damages or improvements. 

5. 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 Budge as shall 
not unr easonably or unnecessar l.1y hinder or inter rupt the 
operations of Budge, and (2) inspect the accounts and records 
used in calculating production royalty paia 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 audge. 

6. Obligations of Budge 

a. Conduct of Cperations - All work performed by budge 
on the Property pursuant to this Agreement shall oe 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 wnere ore or 
concentrates are stOCkpiled off the property or commingled 
witn ore or concentrates not mined from the Property, Budge 
snaIl measure ore, weign other product, and caKe and analyze 
samples thereof, in accordance wi tn sound mining and metal­
lurgical practice, and keep accurate recorcis thereof as a 
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oasis for computing royalty payments, which recoras shall be 
available for inspection by Lessor in accord~nce with Sectlon 
S. 

c. Protection from Liens 6uage snaIl pay all 
expenses incur red by it in its ope rat ions on tne Proper r.y 
hereunder and shall allow no liens arising from any act of 
Budge to remain upon the P rope r ty; prov laea, however, that 
Budge shall not be required to remove any such lien as long 
as Budge is contesting in good faitn tne validity or amount 
tnereof. 

d. Indemni ty Budge shall indemnify Lessor against 
and nold Lessor narmless from any suit, claim, Juagment or 
aemand whatsoever arising out of negligence on the part of 
Budge in the exercise of any of its rights pursuant to tnis 
Agreement, provided that Lessor, or anyone of tnem, or any 
pe r son or ins trumen tal i ty act ing on its benalt, shall not 
have been a contributing cause to the event giving rise to 
such suit, claim, aemand or judgment. image snaIl maintain 
insurance to support the indemnification requirea by this 
Agreement and provide Lessor with copies of sucn policies or 
a certificate of such insurance showing the amount of 
coverage. 

e. Payment of Taxes - Budge shall pay all taxes leviea 
against its improvements on tne Property. In tne 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 snaIl, in adai tion, 
pay all taxes related to production of Leasea Substances from 
the Property, subject to Budge's right to deduct the amount 
of such production-relatea taxes from the aollar value 
received from the purchaser of Leased Suostances in the 
computation of Net Returns under the provisions of subsection 
c(l)(c) of Section 4. Lessor shall pay, before delinquency, 
all other taxes and assessments on the Property and 
improvements of Lessor thereon. In no event snaIl Budge be 
liable for any taxes levied or measured by income of Lessor, 
or for taxes applicable to or levied against or based upon 
advance or production royal ty 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 the same. 
Budge shall have the right, at its sole discretion, to pay 
any delinquent property taxes, together witn interesr., 
penal ties and charges, tna tare tne respons ioil i ty of tne 
Lessor, the payment of which shall be a creait against 
payments thereafter to be made by Budge under the provisions 
of Section 4. If tnis Agreement is terminated or otnerwise 
expires, all ad valorem taxes that are Budge's responsibility 
shall be prorated as of the date Budge nas removea its 
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improvements from the Property or Lessor agrees to tneir 
abandonment. 

f. Work Requirements -

(1) Budge agrees to perform assessment work 
(unless excused, suspended or deferrea) for the benefit of 
the unpatented mining claims included within tne Property for 
each assessment year during which this Agreement continues in 
force beyond July 1 of the applicable assessment year. Tne 
work performed shall be of a kind generally accepted as 
assessment work, and Budge shall expend the total amounc 
sufficient to meet tne minimum requirements wich respect to 
all of the unpatented claims. Lessor aCKnowledges and agrees 
that the mining claims included within tne Property are one 
contiguous group and tnat development and exploration work on 
anyone or more of the claims will be for tne benetit of all 
of them. Lessor further agrees tnat if Buage acquires a 
right to explore areas adjacenc to the Property by location, 
purchase, lease or option, Budge shall have tne 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, wnether performed on or off the 
Property. 

(2) Our ing the term of the option, Budge snaIl 
expend in the conduct of exploration ("Work") not less than 
Fifty Thousand Dollars ($50,OCJO.OO). The nacure, place ana 
conduct of such Work shall be at the sole eiscretion 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 Buege 
of Work performed, the salaries, expenses ane benefits burden 
of Budge's employees or consultants pertorming Work. 

g. Improvements and Structures on the Property - Buege 
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 Proper ty. If any such improvements 
are destroyed or rendered non-usable by operations of Budge, 
Lessor snaIl be compensated for the reasonaole value thereof. 
The value shall be the replacement cost for comparable 
improvements. Prior to conaucting any activities tnat might 
damage or destroy an existing structure on tne Property, 
Budge shall notify Lessor, and Lessor may elect within cne 
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 tnan one-half mile tram 
the existing location of such structure. 

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

-7-



shall have completed those reclamation and lc.nu restorc.tion 
measures as may be required by state or reaeral law ana 
regulations for those lands disturbed or conci.itions createa 
by activities of Budge under this Agreement. In any case, 
prior to the commencement of mining operations under tnis 
Agreement, Budge shall provide Lessor witn a reclamation plan 
to be put into effect where portions of the Property are no 
longer needed for mining anci. proci.uction relateci. activities 
permitted under tnis Agreement. Such plan shall include at a 
minimum (i) the segregation and saving of topsoil during 
exploration and mining operations, (ii) tne measures tnat 
will be taken to control erosion, landslides, ana water 
runoff, (iii) the isolation, removal or control of toxic 
materials, and (iv) the reshaping of tne areas disturbed, 
application of the topsoil, and revegetation of aisturbea 
areas, where reasonably practicable. 

7. Title Matters 

a. &epresentations ana warranties - Lessor represents 
and warrants to Budge that: (l) Insofar as the Property 
includes fee lands, the Lessor owns the entire unalvided 
title to the Property, including tne surface ana mineral 
estate, and has the exclusive possession thereof; (2) insofar 
as the Property includes unpatented mining claims, the claims 
have been located and appropr iate record maae thereof in 
compliance with the laws of the United States and tne 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 aaverse mineral 
rights affecting such claims; (3) witn respect to the 
Property as a whole, except as specifiea in Exnioit A, 
Lessor's title or possessory right to the Property is free 
and clear of all liens and encumbrances, ana (4) tne Lessor 
has the full right, power and capacity to enter into this 
Agreement upon the terms set forth herein. 

I 

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 ana copies of all 
title documents affecting the Property Which Lessor nas in 
its possession. 

c. Title Defects, Defense and Protection - If -- (1) 
in the opinion of counsel retained by Budge, Lessor's title 
to any of the Property is defective or less tnan as 
represented herein, or (2) ti tle 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, aefena or 
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initiaee l itigation to EHotect sucn title. In tnat event, 
Lessor snail take sucn actions as are reasonaoly necessary to 
assist audge in its efforts to perfece, aerena or protect 
such tit l e. If title is less than as representea in this 
Sect ion I,"; then (and only then) the cases ana eXI?enses of 
perfect i ng, defending or correcting title (including, bue 
without being limited to, tne cost of attorne y 's fees and the 
cost of releasing or satisfying any mortgages, liens and 
encumbrances), snall be a credit against payments tnereafter 
to be made by Budge under the provisions of Section 4, unless 
the encumbrance or dispute ar ises from Budge' s failure to 
perform obligations hereunder (in which case sucn costs snail 
be borne by Budge). 

d. Lesser lnterest Provisions If tne rights and 
title gran ted her eunde r ar e less than r epresen ted her e in, 
audge snail have the r igh t and option, wi thout waiving any 
other righes it may have hereunder, to reauce all payments to 
be made to Lessor hereunder in the proportion that the 
interest actually owned by Lessor bear s to tne 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 Wnicn are subject to this 
Agreement which Budge, in its sole discretion deems advisaole 
to amend or relocate. Where Budge has notified Lessor of 
such actions taken or to be taken, and Lessor has approveo 
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 
wi th the amendment or relocation of such claims as long as 
such act ( or omission) is not made in bad faith. 

f. Patent Proceedings - Upon request of Budge at any 
time or times during the term of this Agreement, Lessor 
a.grees 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 wi th the appl icable law, all at the 
expense of Budge. Lessor shall execute any and all documents 
required for this purpose and shall cooperate fully witn 
Budge in the patent application proceedings subsequent 
thereto. If Lessor begins such proceedings ana Buege 
thereafter requests Lessor to discontinue such proceedings, 
or if this Agreement is terminated while proceedings are 
pending, Budge shall nave no further obligation with respect 
thereto except to pay any unpaid expenses accrued in sucn 
proceedings prior to its request to discontinue or prior to 
termination, whichever occurs first. 

g. Change of Law - I f the laws of the Uni tea States 
concerning acquisition of mineral rignts on federally managed 
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lands is repealed, amenaea, or new legislac.ior. is enactea, 
Budge shall have the right to taKe whatever action it aeems 
appropriate to preserve a rignt to explore for, aevelop, and 
mine Leased Substances. If Budge elects to take any action 
under the terms of this subsection, it snail first notify 
Lessor in writing setting forth the nature of tne proposea 
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; provlaed, nowever, tnat 1£ 
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 received 
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 providea. If 
Budge in good faith disputes the existence of a default, 
Budge shall initiate appropriate action in a court of 
competent jurisdiction within the 30-day period ana the time 
to cure shall run from the date of a final determination that 
a default exists. Lessor shall have no right to terminate 
this Ag reement except as set forth in this subsection a of 
Section 8. 

b. Termination by Budge - Budge shall have the rignt 
to terminate this Agreement at any time upon sixty (60) aays 
prior written notice from Budge to Lessor. From and after 
the date of termination, all right, title and interest of 
Budge under this Agreement snaIl terminate, and dudge shall 
not be required to make any further payments or to perform 
any further obligations nereunder concerning tne Property, 
except payment and obligations, tne due dates tor tne payment 
or performance of which occur prior to tne termination aate, 
including the obligations relatea to damages to tne surtace 
and improvements thereon. 
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c. Removal of Property upon any termination or 
expiration of tnis Agreement, Bucige shall have a perioo. ot 
six ( 6 ) months from and after tne effective ciate ot 
cermination within which it must remove from the Property all 
of its machinery, builaings, structures, facilities, 
equipment and other property of every nature and description 
erected, placeo. or situated thereon, except supports placed 
in shafts, dr ifts or openings in the Property. Failure ot 
3udge to so remove tne same shall constitute an abandonment 
by Budge to Lessor of the same; provided, however, tnat Buage 
may still be required to remove such property upon notice 
from Lessor at any time during tne six-montn period ana 
thirty (30) days thereafter. Lessor may also, within fitteen 
(15 ) days after such notice of termination by Budge, elecc to 
purchase any structures placed on the Property by Buage. The 
purchase price snail be determined by an indepenaent 
appraiser mutually satisfactory to the parties wnicn 
appraisal shall be final. Lessor shall tender tne amount of 
such appr aisal in legal tende r of the Dni tea. S ta tes within 
thirty (30) days after completion of tne appraisal. 

d. Delivery of Data - If this Agreement is terminatea, 
upon written request given by Lessor within thirty (3u) aays 
of said termination, Budge shall, ~ithin a reasonable time, 
furnish Lessor copies of all available noninterpretlve 
exploration, development and mining data pertaining to tne 
Property prepared by or for Budge. 

e. Relinquishment of Record If tnis Agreement is 
terminated or otherwise expires, Budge snail proviae Lessor 
with a recordable document sufficient to provide notice that 
Budge no longer asserts rights to the Property uno.er tnis 
Agreement. 

9. Notices 

Any notice or communication requirea or permitted here­
under shall be effective when personally aelivereo. or 
deposited, postage prepala, certified or registerea, in the 
united States mail to the addresses specifiea. above. In the 
case of notice to Budge, duplicate notice snall 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 tnls Agreement 
or tne Property wi thout the pr ior wr i tten consent of tne 
other party, which consent snail not be unreasonably 
withheld. This provision shall not apply to mergers, 
transfers through operation of law, or sales and assignments 

-11-



to subsidiaries of the parties, their corporate parents or 
subsidiaries of tneir corporate parents. A Sucsidiary snall 
be deemed any corporation or oener entity in wnicn tne party 
or its parent owns or controls a majority of tne 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," tnen, and in 
all such cases, Budge shall be excused, wi tnou t 1 iaoil i ty , 
from performance of its obligations set fortn in tnis 
Agreement (except as to obligations set forth in Sections 4 
and 6), but the provisions snail again come into full force 
and effect upon the termination of the period of aelay, pre­
ven tion, d i sab il i ty 0 r cond i tion. "Force rna j eure" includes 
all disabil i ties ar ising from causes oeyon<.1 the reasonable 
control of Budge; including, without limitation, acts of Goa, 
accidents, fires, damages to facilities, labor troubles, 
unavailability of fuels, supplies and equipment, oraers or 
requirements of courts or government agencies, tne inaoility 
to obtain env ironmental clearance or operating permi ts tna t 
may be required by governmental authorities, or if tne 
prevailing levels of operating costs in relation to pre­
vailing levels of pr ices makes it economically impractical 
for Budge to conduct production operations. It is expressly 
agreed that no implied covenant or condition whatsoever snaIl 
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 wnicn claim is 
within one mile from the exterior boundaries of tne Property 
(the "Area of Interest"), such claims shall oecome 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. l'1emorandum 

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

14. Construction 

a. 
by the 

Governing Law 
internal laws but 

Tnis Agreement snall be construed 
not tne laws of conl: 1 ict of the 

-12-



State of Arizona. 

b. Headings - The neaolngs used in this Agreement are 
for convenience only and shall not oe aeemea to be a part ot 
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 

://-
/ , . -'-.-- . 
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UNITED !-\I~GDOH 

ss. 

Before me, the unaerslgnea of ticer, personally apfearea 
A. c. Budge, known to me to be tne ChairiTIan of A. r'. duage 
(Mining) Limited, a registered coq)orac.ion unaer tne laws of 

land, this l..-u-", aay of ~V'f~..- ,19b4, ana 
ledged that he executed tne roregolng aocument tor ana 1f of the corporat~on witn fU1t~~~0 so. 

Titie: ~~4 ~~v 

ARIZONA 
ss. 

County of Maricopa 

The foregoing instrument 
~/:3I" - f (] ...::; cay O.iti~ 

President of V. M.., Inc., 
on behalf of the corporation. 

My commission expires: 
My Commission Expi res (' prj! • 1. 13Cl7 

was acknowledged berore iTIe tois 
, 19b4, by Larry w. Beal, toe 

an Arizona corporation, for ana 

Notary l:>ublic 
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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 

Canon City 
Gold Nugget 
Astor 
Conkling 
Custer 
Elmore 
Hamilton 
Jane Elmore 
Sheridan 
Sherman 
Talmage 
Van Buren 
Pit Gold 
Vulture Extension 

Unpatented Lode Mining Claims: 

~neral Survey No. 

1797 
1797 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2511 
2522 
3146 

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 Me 

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 163 71751 



Name of Claim 

Rosa de Oro 
Rosa de Oro #2 
Thomas 
Vulture North 

J.S. Group 
1 to 25 inclusive 

Desert Group 
D-IA , 2, 3, 4, 5A , 
6, 7, 8A, 9A, 10 to 
142 inclusive, 144 
to 155 inclusive 

Vulture Group 

Mrcpa 
Book 

29 
29 
29 
35 

7682 

15828 

V-I to 20 inclusive, 
V-25 to 81 inclusive, 
81A, 82 to 89 inclusive, 
90A, 91 to 174 
inclusive 15828 

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

Zen Group 
1 to 21 inclusive 

Alan Group 
1 to 42 inclusive 

15952 
16260 

15952 

15952 
and 16025 

Cty Rcds 
Page 

591 
592 
593 

60 

390-439 

475-781 

79-419 

600-640 
601-603 

544-584 

451-509 
518-540 

Unpatented Placer 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 BLM Serial No. 
Book Page A MC 

11693 739-776 77018 to 77051 inclusive 

7685 387-402 71781 to 71796 inclusive 





March 8, 1990 

Donald C. White 
521 E. Willis 
Prescott, AZ 85601 

Dear Don: 

(BUDCE' \, I 
A.F. Budge (Mining) Limited 

4301 North 75th Street 
Suite 101 

Scottsdale. AZ 85251-3504 

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

A.F. Budge (Mining) Limited has assigned its rights 
under the lease with V.M.P., Inc. on the Vulture Mine property 
to Arizona-Ontario Explorations, Inc. 

Would you please make available to them, or their 
representatives, any and all information on the Vulture Mine 
area which you may have collected on behalf of A.F. Budge 
(Mining) Limited. 

Your cooperation would be appreciated. 

Thank you. 

RRS:ca 

c: Arizona-Ontario Explorations, Inc. 

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



March 9, 1990 

Mr. W. Scott Donaldson 
Attorney At Law 
301 W. Indian School Rd., #102 
Phoenix, Arizona 85013 

Dear Scott; 

At the suggestion of 
Limited), you will find 
member companies who 
Inc. along with letter 

With kindest regards, 

Sincerely yours, 

Mr. Ron Short (A.F. Budge (Mining) 
enclosed the Annual Reports of the 
are financing Arizona Explorations 

of verification. 

ARIZONA EXPLORATIONS INC. 
Stanley W. Holmes, 
President 

SWH/bjg 

enclosure 

cc: Mr. Ronald Short - A.F. Budge (Mining) Ltd. 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King St. East, Ste. 1001, Toronto, Ontario M5C-1 B5 



March 9, 1990 

Mr. Ron Short 
A.F. Budge (Mining) Limited 
4301 N. 75th Street 
Scottsdale, AZ 85251-4630 

Dear Ron; 

via courier 

Enclosed please find our cashiers check #381905007, dated 
February 28, 1990, in the amount of $25,000.00. This check 
will complete our obligation with respect to page 2, 
paragraph 3 of the your letter of intent, dated December 
13, 1989. 

We have received the executed re-assignment agreement, 
completed and signed by A.F. Budge (Mining) Limited and 
Arizona-Ontario Explorations Inc. dated February 28, 1990. 

We look forward to a continued successful relationship with 
A.F. Budge (Mining) Limited. 

With kindest regards, 

Sincerely yours, 

Stanley W. Holmes, 
President 

SWH/bjg 

enclosure 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King St. East, Ste. 1001, Toronto, Ontario MSC-1 B5 



---~--~---------------------------

February 28, 1990 

Larry W. Beal 
President 
V.M.P.,Inc. 
1414 E. Purdue 
Phoenix, AZ 85020 

Dear Larry: 

We appreciate your taking the time to meet with us last week 

to discuss matters pertaining to the Vulture Mine property. We 

shall try to address each of your concerns. 

In the matter of the Vulture City Townsite, the original 

agreement, dated July 1, 1984, specifically addresses Boundary 

Protection in Section 12 on page 12, and states "If Budge or 

Lessor locates mining claims ••• within one mile from the 

exterior boundaries of the Property, such claims shall become 

part of the Property ••• ". The Townsite, not being a mining 

claim, was purchased for cash from the Court and title belongs to 

Budge. 

In the matter of the Production Bonus, we believe our 

position was clearly stated in our letter of August 30, 1988. 

As to Mr. Osborne, the 1984 "Memorandum of Understanding", 

by and between V.M.P., Inc. and A.F. Budge (Mining) Limited 

clearly states that "Budge (will) pay ••• per month each to such 

individuals ••. during the term of the option ••• ", and that " •.. the 

decision to use or not use such services (offered by Messrs. 

Osbornes) shall be within the sole discretion of Budge." 

As was discussed in the meeting, we have exhausted the most 

obvious possibilities for expanding reserves at the Vulture. 

This does not preclude the existance of higher risk targets. 
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However, under the present conditions of the agreement, the 

holdings costs are too higher to warrant the expenditure of 

funds. 

Therefore, we would like to propose the following: 

(1) Monthly payments would be reduced to a fixed $2,500 per 

month during the exploration term of 48 months. 

(2) At the end of the 48-month exploration period or with 

the completion of a feasibility study, payments would be 

increased to $5,000 per month and would continue until production 

begins. 

(3) Once production begins, the property would be purchased 

for $3,000,000 with payments made at a rate of $500,000 per year 

for six (6) years. 

(4) During the new agreement, Mr. Osborne would be retained 

as a watchman and will be allowed to conduct his various "tourist 

activities". 

A response to this proposal by March 9, 1990 would be 

appreciated. 

Very truly yours, 

Ronald R. Short 
General Manager 
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February 26, 1990 

Ms. Carol O~Brien 
A.F. Budge (Mining) Limited 
4301 North 75th Street 
Suite 101 
Scottsdale, Arizona 85251-3504 

Dear Ms. O~Brien: 

VIA HAND-DELIVERY 

Pursuant to our letter agreement dated December 13, 1989 
regarding the Vulture Mine property, a copy of which is 
attached hereto for reference, this is to formally advise 
that Arizona Explorations Inc. desired that the leasehold 
rights in the property be assigned to Arizona Explorations 
Inc. pursuant to paragraph 3 of the letter agreement. 
Please have an assignment prepared, and we will promptly 
pay the $25,000.00 called for in the letter agreement on 
execution of same. As we would like to complete this 
transaction as quickly as possible, I would appreciate your 
giving me a call as to to when the formal exchange can take 
place. 

This will also confirm that, should A.F. Budge (Mining) 
Limited successfully obtain an agreement from V.M.P., Inc. 
to modify the original agreement for the property as set 
forth in paragraph 1 of the letter agreement on or prior to 
March 31, 1990, Arizona Explorations Inc. will still 
provide the production revenues to A.F. Budge (Mining) 
limited that are provided for in paragraph 2 of the letter 
agreement. 

I look forward to your call regarding the assignment. 

With kindest regards, 

Stanley W. Holmes, 
President CC: MICHAEL URMAN -

DeConcini McDonald Brammer 
Yetwin & Lacy 

Exodyne Business Park, 8433 North Black Canyon Hwy., 8te. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King 81. East, Ste. 1001 , Toronto, Ontario M5C-1B5 



va I "- _" .. -

Stanley W. Holmes 
Pr •• ident 
Arizona Explorations 
8433 N. Black canyon 

DECOIIC: I1II l'IClI[IIIRLD, F'HOEIII ~< 

A.F. Dudse (Mining) Limit.d 

4301 Nl)fth 1~th Strut 
SuUe 101 

Scotl~d.'e. AZ 8S25 1.3501 

Inc. (8021 94~-4e30 
Ft:'l!u!!wa,Y"X (8021 949·t7!J7 Suite 158 

Phoeni~, Arizona 85021 

Oear Dr. Bolmes: 

003 

conversations and meet!nqft with re9ards to the general terms of a 
lease and pureha&e a9reement on our Vultu~. Kine prop.rty •• 
described in Exhibit -A- (referred to •• the ·Property~). 

1. ~i~ona Explorations Inc. will have an exclueive leae~ in 
which to further evaluate the Property~ A.F. Budge (Hiniog) 
Limited would receive $25,000 for this cenlideration. For this 
sum, Arizona Explorations Inc. would also have access ~o any and 
all fil •• and technical data on the Prop.rty. In addition, A.P. 
Budqe (Mining) Limited would receive 4 furthe~ sum of $25,000 
fo11owinq the suce ••• ful neqotiations with V.M.P.,Ine. and the 
execution of an amendment to th~ o~i9inal a9r.e~ent. 

(Minin9) Limited would make every ~!rort to rene90tiate the term. 

pl:oviaion prior to March 1, 1990. The lease and .ub •• quent 
' ~endment would then be assigned to Arizona EXplorations Inc. and 
Arizona Bxplora~ion. Xno. would be r •• ponsible for teepiD9 the 
le ••• in fore~ and ~ffect durin9 the period ot assignment. 

2. If continued exploration r •• ul~. in fin41n9 of an 
aoonomic deposit, and if the option to purcha.. ia aKerel •• d, 

"'.'01:° •• 
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S.W. Hol", •• 
December 13, 1989 
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A.r. 9'\3dCje (Minll1!:l) Limited would receive ~l,OOo,ooo from 

production rev@nue~ paid out at a rate of ,250,000 per year for 4 

year •• 

3. In the event A.t. Bud~e (Mining' Limited is unsucc ••• ful 

in renegotiating the Qri9inal lease with V.M.P.,Inc., Bud9- will 

aasiqn the ori9inal lea •• t.o Arizona Explorations Inc. in return 

tor which Budq. will receiv~ a final '25,000 payment. Budge will 

waive the r.quir~enta and payment of '1,000,000 described in the 

.bove item f 2, if an ~endMent i. not secured from V.H.P.,Ine. 

Xl this letter represents an accurate de.cript1on ot the 

t.~wa and conditions diacussod, ple4se indicate four acceptallce 

by 8i~ning below and ~eturnin9 one copy to oUr Scottsdale olfice. 

w. will th.n instruct our legal council to prepare a formal 

G?J#it2 

Ronelld 1\. Short 
Qeneral Hanager 

Accepted this -'~"" dayofO.csmber, 1989, on behalf of 

Stanley N. 
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CONFIDENTIAL - FOR YOUR EYES ONLY! 

February 20, 1990 

Mr. Ronald R. Short, 
General Manager 
A.F. Budge (Mining) Ltd. 
4301 N. 75th Street 
Scottsdale, AZ 85251-4630 

RE: BUDGE/BEAL NEGOTIATIONS 

Dear Ron; 

Following our meeting with Larry Beal on Tuesday morning, I 
have listed below some possible conditions with respect to 
Budge~s proposal to Larry Beal. 

We would keep all of the claims in good standing and any 
other ancillary requirements with respect to the regulatory 
bodies. Mr. John Osborn would be retained as a watchman 
and be allowed to conduct his various "tourist activities" 
in the area. 

We wouldn~t want to be responsible for any of the burdens 
or problems or related matters which have concerned Budge 
and Beal in the past. This is in line with the various 
pOints that Beal put to you during the discussion. The 
question of Vulture City is a legal one however, it would 
appear that Beal wants it to be returned to the overall 
package of claims. 

With respect to payments to be made, we would consider that 
monthly payments of $2,500.00 be made of over an 
exploration period of 48 months. At the end of 48 months 
and/or a feasibility study, a production decision will be 
made. At this point, (the pre-production period) the 
payments will be increased to $5,000.00 per month until 
production begins. A buy-out price of $3,000,000.00 will 
be made from production at a rate of $500,000.00 per year 
for six years. 

I believe the above does outline what our thoughts are 
concerning the negotiations and proposal. There is very 
little time left with respect to presenting the proposal 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King St. East, Ste. 1001 , Toronto, Ontario M5C-1B5 
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and it#s success undoubtedly will depend upon what kind of 
cooperation we will get from Mr. Beal. 

I enjoyed meeting with you Tuesday. 

With kindest regards, 

Sincerely yours, 

ARIZONA EXPLORATIONS INC. 
Stanley W. Holmes, 
President 

SWH/bjg 



January 15, 1990 

TO: 

FROM: 

Memo To File 

Stanley W. Holmes 

CC: Carol O'Brien 
Michael Urman 
Ronald R. Short 
Hans Matthews 

SUBJECT: VULTURE PROPERTIES, 
A.F. BUDGE MINING LTD., 
LARRY BEAL, 
JOHN OSBORNE 

On Friday, January 12th, 1990, a visit was made to the Vulture 
Mines with Hans Matthews, and Peter Holmes. After spending part 
of the afternoon in the open pits and other workings, we returned 
to the mine road and ran into John Osborne. Osborne appeared to 
be eager to talk to us and we spent approximately one half hour 
there. During the course of the conversation he made the 
following statements and allegations: 

1. Osborne stated that he had spoken to Beal the day 
before and that Beal had reported that he was having no 
success contacting Budge. Beal reportedly said that he 
would like to have a round table conference with Budge 
and Arizona Explorations Inc. and straighten out 
various outstanding matters. 

2. Osborne stated that he had been associated with Beal 
for seventeen years operating the tourist concession 
that he has there. He said that he was to be included 
in any negotiations with Beal. Osborne then supplied 
Beal's office number 997-7228 and home number 944-7541. 

3. Osborne stated that Beal had reported that Budge owed 
him monies and payments associated with some the 
tailing leach operation and that he had demanded 
resolution of these matters. 

4. Osborne also reported that Beal said that he had the 
right to approve any agreements that were to be made 
with third parties. He also stated that Budge had to 
give him a sixty (60) day, (Page 11, Section 10, 
Assignment - states ... nBudge shall have the right to 
terminate this Agreement at any time upon sixty (60) 
days prior written notice from Budge to Lessorn) grace 
period if they were going to terminate the current 
agreement. 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
Canadian Office: 7 King St. East, Ste. 1001, Toronto, Ontario M5C-1 B5 



At this date we have not contacted Beal. We have supplied Budge 
with the phone numbers and we feel that it is their obligation 
and covenant to initiate and resolve the negotiations. I had 
discussions with the various partners this morning and they had 
expressed concern with the slow progress made since December 13, 
1989. 

Page 2 
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January 15, 1990 

Ms. Carol O~Brien 
A.F. Budge (Mining) Limited 
4301 North 75th Street 
Scottsdale, AZ 85251-4630 

RE : VULTURE PROPERTY 

Dear Carol; 

I had discussions today with the partners of Arizona 
Explorations Inc. concerning our acquisition of the Vulture Claim 
Group. They are concerned about the following two points that I 
have outlined below and are noted in the Letter of Intent 
executed by both parties on December 13th, 1989. 

1. They are most anxious to know how the 
negotiations are proceeding with respect to 
paragraph I of the Letter of Intent 
involving A.F. Budge and the lease with 
V.N.P., Inc. I explained to them what the 
situation was, however, I must report to you 
that I did not receive a very sympathetic 
understanding with respect to my 
explanation. I must state to you that they 
are concerned. 

2. I was also asked as to the progress being 
made on the formal agreement between both 
parties as mentioned in last paragraph of the 
Letter of Intent - page II, dated December 
13th, 1989. You have reported to me that 
this is in the hands of John Lacy. Perhaps 
you could let me know what progress has been 
made. 

3. The partners are concerned about the sixty 
(60) day Termination notice (Page 11, 
Section 10, 8B and The Assignment, Page 11, 
Section 10). Budge reassured Arizona 
Explorations Inc. that these conditions did 
not exist. 

I think it would be appropriate if you would write me a short 
reply to this letter so that I may deal more effectively with the 
Syndicate Group. We are spending large sum~s of monies on 

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6116 
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planning, staff, survey's, consultant's and related work. It is 
therefore, most important that the above negotiations are 
successfully concluded. 

SWL/bjg 

CC: Placer Dome U.S., Inc. 
American Barrick Resources Corp. 
Ronald R. Short 
Michael Urman 
Hans Matthews 

Page 2 
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DECONCINI McDONALD BRAMMER YETWIN B LACY 

EVO DECONCINI (1901-1986) 

JOHN R. Me DONALD J. WM. BRAMMER, JR. 

RICHARD M. YETWIN JOHN C. LAC Y 

DINO DECONCINI ROBERT M. STRUSE 

WILLIAM B. HANSON JOHN C. RICHARDSON 

DAVID C . ANSON ..JAMES A • ..JUTRY 

SPENCER A. SMITH MICHAEL R. URMAN 

DENISE M. BAINTON DAVID F. GAONA 

KAREN ..J. NYGAARD LUIS A. OCHOA 

SUSAN E. MILLER GARY F. URMAN 

MARK D. LAMMERS FRANCES J . HAYNES 

WAYNE E . YEHLlNG 

CHRISTINA URIAS 

MELINDA CAUVIN 

PLEASE REPLY TO TUCSON 

Carole A. O'Brien 

A PROFESSIONAL CORPORATION 

ATTORNEYS AT LAW 

January 25, 1990 

A.F. Budge (Mining) Limited 
4301 North 75th street 
suite 101 
Scottsdale, AZ 85251-3504 

2525 EAST BROADWAY BOULEVARD, SUITE 200 

TUCSON, ARIZONA 85716-5303 

(602) 322-5000 

FAX: (602 ) 322-5585 

290 1 NORTH CENTRAL AVENUE. SUI T E 1644 

PHOENIX, ARIZONA 85012-2736 

(602) 241 - 0100 

FAX: (602) 241-0220 

Re: Vulture Mine Project; Assignment Agreement, A.F. 
Budge/Arizona Explorations, Inc. 

Dear Carole: 

I have enclosed herewith for your consideration an 
assignment agreement by which the rights of A. F. Budge in the 
Vulture Mine would be assigned to Arizona Explorations, Inc. I 
would appreciate it if you and Ron would take a look at this 
document to let me know if this is in keeping with your 
understanding of the arrangements with stan Holmes. I 
specifically call your attention to the following: 

1. You may remember that the Vulture Mine Agreement, prior 
to its first amendment, was assigned to Clearwater Mining 
Corporation because the original lessee, A. F. Budge (Mining) 
Limited, was a corporation registered under the laws of England, 
and was thus not competent to file an action in the Arizona 
Superior Court during the first dispute with Larry Beal. My 
recollection is that no assignment was ever thereafter made to 
A.F. Budge (Mining) Limited, a Nevada corporation. 

2. I did not have a copy of the recorded short form of the 
agreement that was prepared after the option to lease the 
property was exercised in 1986. I'd appreciate it, therefore, if 
you would check your records for this and provide me with a copy 
of the recorded document. 

3 . 
1990. 

I have set the term of the option to expire on March 1, 
As I see it, the only reason for this option term is to 
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DECONCINI McDONALD BRAMMER YETWIN e, LACY 

Carole A. O'Brien 
January 25, 1990 
Page 2 

A PROFESSIONAL CORPORATION 

ATTORNEYS AT LAW 

establish a time-frame during which Budge is supposed to try to 
obtain concessions from Larry Beal. However, inasmuch as the 
obtaining of concessions from Mr. Beal pertains to the amount of 
the payment due to Budge, I am not sure that you want to hold 
fast to this particular date and I suspect that Budge would still 
be of considerable assistance to Arizona Explorations during 
subsequent efforts to renegotiate the Vulture Agreement. I 
therefore feel that any successful renegotiation of the Vulture 
Agreement within a period of one year should likewise benefit 
Budge and result in the higher payment. 

3. The letter agreement that was signed with stan Holmes 
stated that Budge would attempt to "renegotiate" the Vulture 
Agreement, and did not establish any parameters for new terms 
that would be acceptable to Arizona Explorations. These 
parameters should be defined. 

After you have had a chance to 
please give me a call and we 

0123900650.jcI2.840127 

look at this agreement, 
necessary changes. 

yours, 
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A.F. Budge (Mining) Limited 

P.O. Box 143 
Clarkdale. AZ 86324 

(602) 634-7712 

4301 North 75th Street 
Suite 101 

Scottsdale. AZ 85251-3504 

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

August 30, 1988 

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

Dear Mr. Osborne: 

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

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. 

AFB:ca 

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