Tim Levandowsky
Page 2
September 25, 1989

A plan and implementation schedule should be submitted no later than
October 20, 1989 which at a minimum includes the means by which the
following tasks will be accomplished.

1. Show the extent and magnitude of any contamination that may
have occurred and how it will impact groundwater quality.
Information on local groundwater flow direction should be included
in the plan. Static water levels and water level elevations should
be measured at each of the three wells in the vicinity and at the
mine shaft. This information will be necessary in the event that
additional monitoring locations are required.

2. Sample the leachate solution collected at the leak detection
point and the groundwater at the on-site process water well.
Analyses must be conducted for pH, total Cyanide, and dissolved
Arsenic, Barium, Cadmium, Chromium, Lead, Selenium, Silver, and
Mercury. Appropriate sampling techniques and EPA-approved analytical
procedures by a certified laboratory must be used.

3. Locate the leak.

4. Remediate the leak and ensure that the facility will not
discharge further and will be thus brought into compliance with the
permit.

Additionally, the Quality Assurance data from the seam testing on
the pad that was required in Part II.A.l.b. should be requested.
This will aid us in determining the cause of the leak.

cc: Bob Hollander, CRO
Debra Daniel, Hydrology
Carole O'Brien, A.F. Budge Mining Ltd.



ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY
Inter-Office Memorandum

DATE: September 25, 1989

TO: File, Groundwater Quality Protection Permit No. G-0090-07

!
THRU: Gary Ullinskey m
Roger Kennett i;%{

FROM: Michael Milczarek /4 4

RE: Site Visit Report
Vulture Mine Facility, September 15, 1989

SITE DESCRIPTION:

The Vulture Mine gold heap leaching facility, is located 7 miles
west of Wickenburg on Vulture Mine Rd. The operation was permitted
under Groundwater Quality Protection Permit (GWQPP) G-0090-07 on
June 9, 1988 and has been operating at 100% capacity since the end
of the Second Quarter Monitoring Report. Approximately 225,000 tons
of gold ore are stacked on a heap leach pad which consists of a 30
mil HDPE liner over a 95% dry compacted subsurface. The heap
leaching pad is separated into four "cells" of which each has a
double lined (30 mil HDPE) leak detection system. The facility was
visited on September 15, 1989 by Water Permit writers Abigail Myers
and Mike Milczarek and Environmental Program Supervisor Gary
Ullinskey. During the Site Visit, several violations of the GWQPP
were observed.

1) LEACHATE LEAKAGE FROM THE HEAP LEACHING PAD

Cyanide leachate solution was observed in the leak detection
system of the two most western cells. As required by the
contingency requirements of Part II.C.1 of the permit, the
operator, Mr. Dale Allen notified the Department by letter on
August 10. The presence of leachate solution in the 1leak
detection system is a violation of Part II.A.4. of the GPP.

2) IMPROPER STACKING OF THE GOLD ORE
The facility plans as specified in the permit stipulate a
1:1.75 slope of the heap, with 5 ft seismic setbacks for each
15 ft rise in elevation. The slope of the heap far exceeded
that as specified and setbacks were not observed in a regular
manner. This has led to operational "blowouts" where sections
of the heap are shearing from the mother pile. There is the
potential for a blowout to occur in which the collection
stream is blocked subsequently causing the leachate solution
to overflow out of the pad system.

3) INSUFFICIENT BERMS FOR STORM PROTECTION
The containment berms did not appear to be of the height as
specified in the permit. This was further evidenced by the
observation of two furrows leading from the containment berm

ADEQ/ADM/Stock (12/88) — IPS 3171
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MEMO TO FILE GWQPP G-0090-07
RE: VULTURE MINE SITE VISIT

DATE:

9/25/89

at the southeastern section of the pad. White residue was
present on the soil of the southern most furrow indicating
leachate solution had breached that berm sometime in the past.

We recommend that corrective action for each violation be as
follows:

cc:

Violation 1) As discussed in the inter-office memo from
Abigail Myers to Tim Levandowsky.

Violation 2) A.F. Budge Mining Ltd. should propose a plan by
October 28, 1989 to remediate the slope of the heap.

Violation 3) A core sample of the soil immediately adjacent
to the breached berm should be taken under department
supervision and tested in an approved laboratory for free
cyanide to determine the extent of the contamination. A.F.
Budge Mining Ltd. should propose a plan by October 28, 1989,
which includes calculations to support the design, to heighten
the berms.

Carole A. O'Brien, A.F. Budge Mining Ltd.
Larry Beal, Vulture Mine Properties Inc.

Dave Woodruff, Water Pollution Compliance Unit
Central Regional Office, ADEQ
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Shipment
Date

02-03-89
02~10-89
02-17-89
02-24-89
03-03-89
03-10-89
03=17-89
03-24-89
03-31-89
04-07-89
04-14-89
04-21-89
04-28-89
05-12-89
85-19-89
06-01-89
06-09-89
06-16-89
06-23-89
06-30-89
07-10-89
07-17-89
07-31-89
08-07-89
08-28-89
09-01-89
09-14-89
09-22-89
09-29+89

10-06-89
10=13-89
10-20-89
10-27-89
10-27<89
11-06-89
11-10-89
11~17=89
11-24-89
12-01-89
X2-08=89
12~15~89
12-22~89
12-29-89
01-05-90

Collection
Note
i

540
547
570
571
597
601
626
627
631
639
645
656
663
670
681
686
696
711
115
732
742
758
762

777
778
795

810
814
838
846
857
867
872
856

882
888
899
905
906
925
934

941

958
969

985

Ounces
Gold

142.84
11.81
8.03
106.83
17.68
169.78
174.41
88.85
51.58
87.21
47.40
72.33
62.76
124.38
85,99
56.96
65.18
53.38
37.08
125.38
93.32
80.10
59.52

110.48
49.68
49.66

136.73
85.30
129,89
60.24
114.58
76.40
86.29
25431

208.59
68.07
50.43
37.25
74.63
79.90
43.88

67.14

61.05
25.45

34.78

Ounces
Silver

469.19
58.17
24.21

464.84
63.19

554.52

603.43

289.92

192.03

330.59

180.70

216.49

163.83

318.24

268.31

166.48

196.49

164.93

130.10

395.22

271.23

274.50

164.05

322.41
150.19
155,17

397.40
243.75
357.65
156.45
291.36
190.57
217.15

67.72

526.21
180.05
134.58

99.52
198.40
219.72
122.02

194.49

170.54
71.28

106.01

Material

Dore
Precip.
Dore
Precip.
Dore
Precip.
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore
Dore

Dore
Dore
Dore

Dore
Dore
Dore
Dore
Dore
Dore
Dore
Slag

Dore
Dore
Dore
Dore
Dore
Dore
Dore

Dore

Dore
Dore

Dore

"Net "
to Budge

$61,524.78

$4,730.61

$2,944.16
$44,746.01

$6,872.67
$67,518.86
$67,527.32
$34,052.67
$20,490.40
$34,958.64
$18,743.70
$28,751.43
$24,678.60
$48,725.34
$36,869.39
$21,935:93
$25,059.07
$20,098.93
$13,;919.17
$46,958.62
$34,245.06
$28,969.62
$21,674.47

$41,391.35
$18,710.67
$18,284.52

$49,890.99
$31,159.60
$46,874.93
$21,384.70
$42,138.99
$27,836.31
$31,196.69

$6,316.91

$76,608.49
$25,206.42
$18,904.10
$13,992.72
$28,848.89
$32,598.79
$17,926.21

$27,650.47

$23,833.31
$9,725.22

$13,987.89



3,508.5 10,533.3 $1,340,463.62

Totals through January 15, 1990

Vulture $864,379.16
(from 2/01/84 to 4/30/88)

Vulture Exploration (1989) $117,460.14 i

Vulture Placer Evaluation $87,573.69
Vulture Option Payment ($25,000.00)
Vulture Preproduction $737,030.74

Costs (to 7/31/88)

Vulture Production $1,498,281.88




ROSE MOFFORD, GOVERNOR e R ®

ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY
RECEIVED 0CT 6 1988

RANDOLPH WOOD, DIRECTOR

CERTIFIED MATL:
Return Receipt Requested

October 3, 1989
REF#: 333

Ms. Carole A. O'Brien

A. F. Budge Mining Limited

4301 North 75th Street, Suite 101
Scottsdale, Arizona 85251-3504

RE: Vulture Mine, Groundwater Quality Protection
Permit No. G-0090-07

Dr. Ms. O'Brien:

The Water Pollution Compliance Unit (WPCU) of the Arizona
Department of Environmental Quality (ADEQ) has received the
notification of violation letter from the Vulture Mine Facility
(Groundwater Quality Protection Permit [GQPP] No. G-0090-07).

The leak reported in the 1letter was also observed by several
staff members of ADEQ's Water Permits Unit on September 15, 1989.
They reported that a peristaltic pump had been installed on the
eastern detection sampling point and that Dave Allen, the
production manager, indicated that nine gallons of leakage per
day was being measured. The concentration of cyanide and pH of
the fluid collected had been tested and exceeded the limits set
in Part II.A.4. of your GQPP. ("...shall not exceed a pH of 8.5
or show the presence of free cyanide above 0.20 mg/1l.")

Part II.C.1l., of your GQPP, stipulates that if any fluid is
collected in any of the 1leak detection sampling points and
exceeds the limits set in Part II.A.4., appropriate action to
mitigate the effects of the violation must be determined.

The ADEQ's Water Permits Unit staff has determined the following
requirements for the Vulture mine Facility.

1. Immediately upon the receipt of this letter:

a. Cease the application of cyanide solution to the two
cells which are exhibiting leakage;

b. Pump all the leaked leachate solution from the leak
collection system to the pregnant pond; A second pump should
be installed at the western leak detection sampling point
that is not currently equipped; Pump intakes should be

i

The Department of Environmental Quality is An Equal Opportunity Affirmative Action Employer.

Central Palm Plaza Building 2005 North Central Avenue Phoenix, Arizona 85004




Ms. Carole O'Brien
October 3, 1989

located as deeply as possible; The volume of leaked leachate
should be measured.

This should minimize the hydrostatic pressure on the secondary
liner to reduce the possibility of its failure.

2 Within thirty (30) days of the receipt of this letter a plan
and implementation schedule should be submitted which at a
minimum includes the means by which the following tasks will
be accomplished.

a. Show the extent and magnitude of any contamination that
may have occurred and how it will impact groundwater
quality. Information on local groundwater flow direction
should be included in the plan. Static water levels and
water level elevations should be measured at each of the
three wells in the vicinity and at the mine shaft. This
information will be necessary in the event that additional
monitoring locations are required.

b. Sample the 1leachate solution collected at the 1leak
detection point and the groundwater at the on-site process
water well. Analysis must be conducted for pH, total
Cyanide, and dissolved Arsenic, Barium, Cadmium, Lead,
Selenium, Silver, and Mercury. Appropriate sampling
techniques and EPA-approved analytical procedures must be
used by a laboratory certified by the State of Arizona.

c. Locate the leak.

d. Remediate the leak and ensure that the facility will not
discharge further and will thus be brought into compliance
with the your permit.

e. Submit the Quality Assurance data from the seam testing
on the pad that was required in Part II.A.1.b., of your
permit. This will aid in the determination of the cause of
the leak.

All submittals should be sent to the following address:

Arizona Department of Environmental Quality
Water Pollution Compliance Unit, Room 300
2005 North Central Avenue

Phoenix, Arizona 85004

Attention: Tim L. Levandowsky




Ms. Carole O'Brien
October 3, 1989

Failure to comply with all the requirements of your permit may
result in revocation as stated in Part IV.H.4., of the permit or
administrative or legal action by ADEQ or the Arizona Attorney
Generals Office.

If you have any questions or problems meeting the requirements of
this letter you may call me at 257-2368.

Sincerely,

v .
Tim L. Levandowsky
Water Pollution Compliance Unit

CC: Sarah Mapes, Compliance
Roger Kennett, Water Permits Unit
Debra Daniel, State Permits Hydrology Unit
Robert Hollander, Central Regional Office




ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY
2005 North Central

Phoenix, Arizona 85004

CEHTH:IED MAlL CAROLE O'BRIEN

. A.F. BUDGE MINING LIMITED
No. /3713877 4301 NORTH 75th STREET
SUITE 101

METURN RECEIPT REGUESTRD SCOTTSDALE, AZ 85251-3504




ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY

ROSE MOFFORD, GOVERNOR
RANDOLPH WOOD, DIRECTOR

December 26, 1989

Ms. Carole A. O'Brien
A.F. Budge Mlgﬁng Ltd.
4301 North 75 Street
Scottsdale, AZ 85231

RE: Sampling Implementation Plan for Vulture Mine Facility
Groundwater Quality Protection Permit G-0090-07

Dear Ms. O'Brien

This letter confirms the telephone conversations of December 18
and 26, with Mike Milczarek, Water Permits Unit. As discussed, the
implementation plan submitted by Sergent, Hauskins & Beckwith on
November 30, 1989 is insufficient in the following areas:

1) It is stated that sampling procedures will be in accordance
with procedures approved by ADEQ, however, the procedures are
not specified, therefore cannot be approved.

2) It is stated that all samples will be tested for the
presence of cyanide, however the cyanide species are not
specified. Samples should be analyzed for total cyanide and
free cyanide.

3) No date has been specified for the sampling plan as
proposed.

4) A laboratory has not been specified with a time schedule
for laboratory results.

These omissions must be rectified immediately. In accordance with
your verbal agreements with Mr. Milczarek, an approvable
implementation schedule must be submitted by December 29, 1990 and
sampling initiated by competent personnel as soon as possible.
Jeanmarie Haney, our hydrologist, may be contacted at 257-2117
regardlng sampling procedures. Please be aware that our presence
is not required during the sampling procedure.

A current report of the 1eakage flow rate, pH, and free cyanide
concentrations recorded since the last report of 10-17-89, should
be delivered within two weeks of receipt of this letter.

This letter is also considered a final warning letter. Should you
fail to meet the requirements listed above, this matter will be

referred to the Water Pollution Compliance Unit for appropriate
administrative and/or legal action by the Department.

The Department of Environmental Quality is An Equal Opportunity Affirmative Action Employer.

Central Palm Plaza Building 2005 North Central Avenue Phoenix, Arizona 85004




ROSE MOFFORD, GOVERNOR

RECEIVED OCT 6 1688

RANDOLPH WOOD, DIRECTOR

CERTIFIED MATL:
Return Receipt Requested

October 3, 1989
REF#: 333

Ms. Carole A. O'Brien

A. F. Budge Mining Limited

4301 North 75th Street, Suite 101
Scottsdale, Arizona 85251-3504

RE: Vulture Mine, Groundwater Quality Protection
Permit No. G-0090-07

Dr. Ms. O'Brien:

The Water Pollution Compliance Unit (WPCU) of the Arizona
Department of Environmental Quality (ADEQ) has received the
notification of violation letter from the Vulture Mine Facility
(Groundwater Quality Protection Permit [GQPP] No. G-0090-07).

The leak reported in the letter was also observed by several
staff members of ADEQ's Water Permits Unit on September 15, 1989.
They reported that a peristaltic pump had been installed on the
eastern detection sampling point and that Dave Allen, the
production manager, indicated that nine gallons of leakage per
day was being measured. The concentration of cyanide and pH of
the fluid collected had been tested and exceeded the limits set
in Part II.A.4. of your GQPP. ("...shall not exceed a pH. ‘of 8.5
or show the presence of free cyanide above 0.20 mg/li")

Part II.C.1., of your GQPP, stipulates that if any fluid is
collected in any of the leak detection sampling points and
exceeds the limits set in Part II.A.4., appropriate action to
mitigate the effects of the violation must be determined.

The ADEQ's Water Permits Unit staff has determined the following
requirements for the Vulture mine Facility.

da Immediately upon the receipt of this letter:

a. Cease the application of cyanide solution to the two
cells which are exhibiting leakage;

b. Pump all the leaked leachate solution from the leak
collection system to the pregnant pond; A second pump should
be installed at the western leak detection sampling point
that is not currently equipped; Pump intakes should be

1

The Department of Environmental Quality is An Equal Opportunity Affirmative Action Employer.

Central Palm Plaza Building 2005 North Central Avenue Phoenix, Arizona 85004

ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY




Ms. Carole O'Brien
October 3, 1989

located as deeply as possible; The volume of leaked leachate
should be measured.

This should minimize the hydrostatic pressure on the secondary
liner to reduce the possibility of its failure.

2. Within thirty (30) days of the receipt of this letter a plan
and implementation schedule should be submitted which at a
minimum includes the means by which the following tasks will
be accomplished.

a. Show the extent and magnitude of any contamination that
may have occurred and how it will impact groundwater
quality. Information on local groundwater flow direction

should be included in the plan. Static water levels and
water level elevations should be measured at each of the
three wells in the vicinity and at the mine shaft. This
information will be necessary in the event that additional
monitoring locations are required.

b Sample the 1leachate solution collected at the 1leak
detection point and the groundwater at the on-site process

water well. Analysis must be conducted for pH, total
Cyanide, and dissolved Arsenic, Barium, Cadmium, Lead,
Selenium, Silver, and Mercury. Appropriate sampling

techniques and EPA-approved analytical procedures must be
used by a laboratory certified by the State of Arizona.

c. Locate the leak.

d. Remediate the leak and ensure that the facility will not
discharge further and will thus be brought into compliance
with the your permit.

e. Submit the Quality Assurance data from the seam testing
on the pad that was required in Part II.A.l1.b., of your
permit. This will aid in the determination of the cause of
the leak.

All submittals should be sent to the following address:
Arizona Department of Environmental Quality
Water Pollution Compliance Unit, Room 300
2005 North Central Avenue
Phoenix, Arizona 85004

Attention: Tim L. Levandowsky



Ms. Carole O'Brien
October 3, 1989

Failure to comply with all the requirements of your permit may
result in revocation as stated in Part IV.H.4., of the permit or
administrative or legal action by ADEQ or the Arizona Attorney
Generals Office.

If you have any questions or problems meeting the requirements of
this letter you may call me at 257-2368.

Sincerely,

e S
Tim L. Levandowsky
Water Pollution Compliance Unit

CC: Sarah Mapes, Compliance
Roger Kennett, Water Permits Unit
Debra Daniel, State Permits Hydrology Unit
Robert Hollander, Central Regional Office
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02-28-90
ABBIGNMENT AGREEMENT

BY THIS ASSIGNMENT AGREEMENT,

effective March 1, 1990 (the ”Effaective Date”),

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

and

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

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

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

1.  Grant.

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

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

Budge hereby reserves and
accepts from the foregoing grant and retains unto itself the

leach area situated on the Property. Such right shall exist for
a period measured by the lesser of ona Year from and after the
Effective Date or the date that the Arizona Department of

Environmental Quality has issued a decision or cextification of
detoxification of the heap leach,
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C. Acceptance - The Assignee does hereby accept the
foregoing assignment and does hereby assume all the obligations
of Budge under the terms of the Lease Agreement. AOFEI does
hereby further agree to indemnify and hold Budge harmless from
all claims, liabilities, obligations, costs and expenses of any
nature whatsoever, including without limitation, reasonable
attorneys’ fees arising out of any default or asserted default on
the part of Budge under the Leasge Agreement assigned hereby after
the date hereof: provided, however, that Budge shall indemnify
ACEI and hold AOEI harmless from all claims, 1liabilities,
obligations, costs and expenses of any nature whatsoevar,
including without limitation, reasonable attorneys’ fees arising
out of those matters disclosed in that certain letter of counsei
for V.M.P. dated January 11, 199%0.

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

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

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

3.  Reassianpent

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

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

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

5. Noticeg

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

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

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

documents that may ba necegsary to carry out the spirit and
intent of this Assignment Agreement.

SIGNED this 28 day of A 2*5, 1990.

ARIZONA ONTARIO A. F. BUDGE (MINING) LIMITED
EXPLORATIONS INC.

w A0 Rk

4

. R! Q
Anthony F. Bldge, PresidﬁSf

mes, President

CLEARWATER MINING CORPORATION

o A

Anthony F. BBqu, Preside
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STATE OF ARIZONA )
) ss.
County of Maricopa )

The foregoing instrument was acknowledged before me thiadﬂy#
day of __ Jebruany ——+ 1990, by Stanley W. Holmes, tThe
Pr651dent ot Arikona _Ontario Explorations Inec. an Arizona

AR AL 3N Wehalf of the corporation.

Notary Public

My commrés'oh’eXpites

b ek e
S )
Wesdes ) ss.
' Count£>of Méﬁgggggkrh )
g) The forLgoinq instrument was acknowledged before me this GT'«\

day of A « 1990, by Anthony F. Budge, the
President of A. F. Budge (Mining) Limited a Nevada corporation,

for and on behalf of the corporation. V

Notary Pubi

My commission expireBGB«cbd‘E

\(\ X (&oﬁ E«

A )
&) é&F> o ) ss,
i‘ﬁ!é ~ County of uar\iﬁmpa )
The forﬁzging instrument was acknowledged before me this NEN
day of + 1990, by Anthony F. Budge, tha

President of Clearwater Mining Corporation, an Arizona
corporation, for and on behalf of the corpo ation.

Notary Publf&&
My commissjion expiresGN&QdAD

0228900930.BUDGE.AOEI.ASSIGN.1
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RICHMOND
SOLICITORS

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

YOUR REF:
OUR REF:

PLEASE ASK FOR:

, ()&%

D A GDNL

Partners: D. K. Harris 0.B.E., T.D., LL.B., M.E. Browne T.D., A.D.C., D.L., Notary Public, L. McG. Taylor LL.B., V. J. Oddy LL.B., Notary Public, A. McG. Taylor LL.B., R. G. Hunter, J. E. Bradley,
C. A. Richardson B.A., W. G. Forbes LL.B., R. J. Allwood B.A., J. M. Webster, S. A. Shore LL.B.
Offices at Gainsborough, Retford, Doncaster, Maltby, Tuxford, New Ollerton and Epworth.

Richmonds is an amalgamation of Mee & Company, Hayes, Son & Richmond, and Atkinson & Taylor.
This firm is regulated by the Law Society in the conduct of investment business.



DMEA Ltd.
Mineral Exploration Advice
Ben F. Dickerson 111 7340 E. Shoeman Lane
Registered & Certified Geologist Suite 111 “B” (E)
Carole A. O’Brien Scottsdale, AZ 85251
Certified Geologist (602) 945- 4630

Telex: 75-1739

December 30, 1985

W. Scott Donaidson, Esq.
2916 North 7th Avenue
Phoenix, AZ 85013
Re: V.M.P., Inc. (L.W. Beal)
Mine Claims, Maricopa Co., AZ

Dear Mr. Donaldson:

Mr. John Lacy has advised that you are the attorney of
record for V.M.P., Inc. and L.W. Beal.

Enclosed is a certified mail envelope (P 007 166 064)
sent to Mr. Beal on December 4 of this year, and returned to us
today.

_Also enclosed is a copy of the Affidavit of Performance
of Annual Labor for the referenced mining claims, as filed with
the BLM on behalf of V.M.P., Inc.

A copy of this instrument was also filed with the Mari-
copa County Recorder. This copy has not yet been returned to
us. We will forward a copy when it is received.

Accompanying is a copy of a plat prepared by Harvey W.
Smith, E.M., Deputy Mineral Land Surveyor. This shows the situs
of the recently amended claims held by V.M.P., Inc., and exhibits
other features related to matters of mutual interest. To obur
knowledge, no accurate plat of the previous claims exists.

It is to be hoped that the various items under considera-
tion can be amicably settled by reasoned discourse, not by liti-

gation.
Very truly yours,
Ben F. Dickerson III
BFD:ca "

c: J.C. Lacy
A.F. Budge
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ARIZONA SUPERIOR COURT, County of Maricopa C

CLEARWATER MINING CORPORATION,
an Arizona corporation, as
nominee of A. F. BUDGE

(MINING LIMITED), a

foreign corporation,

Plaintiff,

4

ActioN No:(_-S 1.2 59 ¢

Ve

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

corporation, ALIAS
Defendant. SUMMONS

THE STATE OF ARIZONA TO THE DEFENDANTS:

Larry W. Beal, as Statutory Agent for V.M.P.,
Inc.

YOU ARE HEREBY SUMMONED and required to appear and defend, within the time applicable,
in this action in this Court. If served within Arizona, you shall appear and defend within 20 days after
the service of the Summons and Complaint upon you, exclusive of the day of service. If served out of the
State of Arizona — whether by direct service, by registered or certified mail, or by publication — you shall
appear and defend within 30 days after the service of the Summons and Complaint upon you is complete,
exclusive of the day of service. Where process is served upon the Arizona Director of Insurance as an
insurer’s attorney to receive service of legal process against it in this state, the insurer shall not be re-
quired to appear, answer or plead until expiration of 40 days after date of such service upon the Director.
Service by registered or certified mail without the State of Arizona is complete 30 days after the date of
filing the receipt and affidavit of service with the Court. Service by publication is complete 30 days after
the date of first publication. Direct service is complete when made. Service upon the Arizona Motor Ve-
hicle Superintendent is complete 30 days after filing the Affidavit of Compliance and return receipt or
Officer’s Return. RCP 4; ARS §§ 20-222, 28-502, 28-503.

Kenneth C. Sundlof, Esq.

Attorney Firm Name and Address

DeCOMCINI McDONALD BRAMMER
YETWiN & LACY, P.C.
4041 N. Central Ave., Suite 640
Phoenix, Arizona 85012

1-1 ® LawForms 11-67,3-8 4

SUMMONS

(Continued on Reverse Side)
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YOU ARE HEREBY NOTIFIED that in case of your failure to appear and defend within the time
applicable, judgment by default may be rendered against you for the relief demanded in the Complaint.
YOU ARE CAUTIONED that in order to appear and defend, you must file an Answer or proper
response in writing with the Clerk of this Court, accompanied by the necessary filing fee, within the

time required, and you are required to serve a copy of any Answer or response upon the Plaintiffs’ attorney.
RCP 10(d); ARS § 12-311; RCP 5.

The name and address of plaintiffs’ attorney is:

Kenneth C. Sundlof, Esqg.
DeConcini McDonald Brammer Yetwin & Lacy, P.C.
4041 N. Central, Suite 640 N
Phoenix, Arizona 85012 g O

N
» 02
1

N s i, 4
SIGNED ANQ”S@M i%f”sidate: DEC 4 1985
LS Y P "
- .\. SELL@;EXIV

KRINGLE )

g, 0 y,.:f-‘.’?:.fi A ....!..QLJI!.EBB-.E.Z. ............................
st o PpéphiyClerk

sl dalh B g ®

SUMMONS 1-1 © LawForms 11-87, 3-84
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DECONCINI McDONALD BRAMMER YETWIN & LACY, P.C.
ATTORNEYS AT LAW
6840 GREAT WESTERN BANK PLAZA
4041 NORTH CENTRAL AVENUE
PHOENIX, ARIZONA 85012
(602) 248.0036

Kenneth C. Sundlof, Jr.
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,

NO. C-562598
FIRST AMENDED COMPLAINT

(Declaratory Relief -

Plaintiff, Contract)

V.

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

Defendant.

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

The Plaintiff, by and through its undersigned
attorneys, 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
nominee of A. F. Budge, Ltd., a foreign corporation, on an
Optibn and Lease Agreement entered into between A. F. Budge,
Ltd. and V.M.P., Inc.

2. Defendant V.M.P., Inc. is an Arizona corpora-
tion doing business in Maricopa County, Arizona.

3. The court has jurisdiction to issue the




DECONCINI McDONALD BRAMMER YETWIN & LACY, P.C.

ATTORNEYS AT LAW
640 GREAT WESTERN BANK PLAZA
4041 NORTH CENTRAL AVENUE

PHOENIX, ARIZONA 85012

(602) 248-0036
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declaratory relief prayed for herein pursuant to A.R.S. §
12-1831 et sed.

4. On July 1, 1984, A. F. Budge, Ltd. and V.M.P.,
Inc. entered into an Option and Lease Agreement concerning
patented and unpatented mining claims situated in Maricopa
County, Arizona. A copy of the Agreement is attached as
Exhibit "1".

5 By the terms of the aforementioned Agreement,
specifically Subsection A of Section 7, Defendant/Lessor
represented that the unpatented mining claims within the
properties "have been located and appropriate record made
thereof in compliance with the laws of the United States and
the laws of Arizona . . . ." Subsection C of Section 7
provides:

If in the opinion of counsel retained by

Budge, Lessors title . . . is defective

or less than as represented herein, and

if Lessor is wunable or unwilling to

promptly correct the defects or alleged

defects in title, Budge may attempt to

perfect, defend or initiate litigation to

protect such title.

Subsection C of Section 7 further provides that if action was
taken to correct defects, the costs and expenses of such
action would constitute a credit against further payments
made to the Lessor.

6. Based on an examination of the properties by a

Deputy United States Mineral Surveyor and opinion of counsel,

Plaintiff determined that many of the unpatented mining
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claims situated within the properties are not located in
compliance with Arizona law and further determined that the
Lessor would not have the ability to correct the deficiencies
within a reasonable time frame. Plaintiff therefore under-
took action to reasonably correct such deficiencies. The
costs and expenses incurred to correct the deficiencies total
Seventeen Thousand Six Hundred Fifty Dollars ($17,650.00).
Plaintiff has undertaken to deduct the costs of such action
from payments made to the Lessor. To date, Plaintiff has
deducted Seven Thousand Dollars ($7,000.00) from the
payments.

T On or after October 22, 1985, the Defendant
served Plaintiff with a Notice of Default based on Plain-
tiff's deduction of part of its costs from payments made to
Lessor. Plaintiff disputes the existence of a default under
the terms of the Agreement. Pursuant to the terms of Sub-
section A of Section 8 of the Agreement, if Plaintiff "in
good faith disputes the existence of default, [Plaintiff]
Budge shall initiate appropriate action in a court of com-
petent jurisdiction" within the 30-day period of time
required to cure any alleged default.

8. Plaintiff is entitled to an award of its
reasonable attorneys' fees incurred in connection with this
litigation.

WHEREFORE, Plaintiffs pray for declaratory and

other relief as follows:




DECONCINI McDONALD BRAMMER YETWIN & LACY, P.C.
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a. For judgment of this court declaring (i)
that the actions of Plaintiff in deducting the costs of

correcting defects in the unpatented mining claims was

appropriate under the terms of the Agreement, and (ii) that
no default has occurred under the Agreement;

b. For costs of suit and reasonable attor-
neys fees incurred herein; and

o 8 For such other and further relief as this
court deems just and appropriate.

DATED this day of December, 1985,
DeCONCINI McDONALD BRAMMER
YETWIN & LACY, P.C.

e —

by D (>

et o g T WO
Kenneth C. Sundlof, Jr.
640 Great Western Bank Plaza
4041 North Central Avenue
Phoenix, Arizona 85012
Attorneys for Plaintiff
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"V.M.P., INC., an Arizona

DECONCINI McDONALD BRAMMER YETWIN & LACY, P.C.
ATTORNEYS AT LAW
640 GREAT WESTERN BANK PLAZA
4041 NORTH CENTRAL AVENUE
PHOENIX, ARIZONA 85012
(802) 248-0036

Kenneth C. Sundlof, Jr.
Attorneys for Plaintiff
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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,

NO. C-562598

FIRST AMENDED COMPLAINT

(Declaratory Relief -

Plaintiff, Contract)

V.

corporation,

)
)
)
)
)
)
)
)
)
)
)
)
)
Defendant, )
)

The Plaintiff, by and through its undersigned
attorneys, and pursuant to A.R.S. § 12-1831, et seq., for its
claim for declaratory relief, alleges as follows:

1. Plaintiff Clearwater Mining Corporation . 196
(Clearwater) is an Arizona corporation. Clearwater is ,0@9\
nominee of A. F. Budge, Ltd., a foreign corporation, on an
Option and Lease Agreement entered into between A. F. Budge,
Ltd. and V.M.P., Inc.

24 Defendant V.M.P., Inc. is an Arizona corpora-rAﬁﬂ

: v
tion doing business in Maricopa County, Arizona. P

3. The court has jurisdiction to issue the
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declaratory relief prayed for herein pursuant to A.R.S.

12-1831 et seq.
4. On July 1, 1984, A. F. Budge, Ltd. and V.M.P.,

Inc. entered into an Option and Lease Agreement conc¢erning M(fs

. o A
.patented and unpatented mining claims situated in Maricopa (ZJUAb

County, Arizona. A copy of the Agreement is attached as
Exhibit "1".

5. By the terms of the aforementioned Agreement,
spepifically Subsection A of Secﬁion 7, Defendant/Lessor
:epresented that the unpatented mining claims within the
properties "have been located and appropriate record made
thereof in compliance with the laws of the United States and 15
the laws of Arizona . . . ." Subsection C of Section 7 ﬂigzipé

provides:

If in the opinion of counsel retained by
Budge, Lessors title . . . is defective
or less than as represented herein, and
if Lessor is unable or unwilling to
promptly correct the defects or alleged
defects in title, Budge may attempt to
perfect, defend or initiate litigation to
protect such title.

Subsection C of Section 7 further provides that if action was
taken to correct defects, the costs and expenses of such
action would constitute a credit against further payments

made to the Lessor.

6. Based on an examination of the properties by a

Deputy United States Mineral Surveyor and opinion of counsel,
S

Plaintiff determined that many of the unpatented mining /)6T“Q
I
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claims situated within the properties are not located in
compliance with Arizona law and further determined that the
Lessor would not have the ability to correct the deficiencies
within a reasonable time frame. Plaintiff therefore under-
took action to reasonably correct such deficiencies. The
cos;s and expenses incurred to correct the deficiencies total
Seventeen Thousand Six Hundred Fifty Dollars ($17,650.00).
Plaintiff has undertaken to deduct the costs of such action
from payments made to the Lessor. To date, Plaintiff has
deducted Seven Thousand Dollars ($7,000.00) from the
payments.

7. On or after October 22, 1985, the Defendant
served Plaintiff with a Notice of Default based on Plain-
tiff's deduction of part of its costs from.payments made to
Lessor. Plaintiff disputes the existence of a default under vyn46
the terms of the Agreemént.‘ Pursuant to the terms of Sub- Qﬂlpe
section A of Section 8 of the Agreement, if Plaintiff Tin
good faith disputes the existence of default, [Plaintiff]

Budge shall initiate appropriate action in a court of com-
petent jurisdiction" within the 30-day ﬁeridd of time
required to cure any alleged default.

8. Plaintiff is entitled to an award of its DEEN'35
reasonable attorneys' fees incurred in connection with this
litigation.

WHEREFORE, Plaintiffs pray for declaratory and

other relief as follows:
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a. For judgment of this court declaring (i)
that the actions of Plaintiff in deducting the costs 6f
correcting defects in the unpatented mining claims was
appropriate under the terms of the Agreément, and (ii) that
no aefault has occurred under the Agreement;

b For costs of suit and reasonable attor-
neys fees incurred herein; and

C. For such other and further relief as this
court deems just and appropriate;

DATED this day of December, 1985,

DeCONCINI McDONALD BRAMMER
YETWIN & LACY, P.C,

————

By

\\\:

T

g g = el (4-
Kenneth C. Sundlof, Jr.

640 Great Western Bank Plaza
4041 North Central Avenue
Phoenix, Arizona 85012
Attorneys for Plaintiff
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DECONCINI McDONALD BRAMMER YETWIN & LACY, P.C.
ATTORNEYS AT LAW
640 GREAT WESTERN BANK PLAZA
4041 NORTH CENTRAL AVENUE

PHOENIX, ARIZONA 85012
(802) 248-0036

Kenneth C. Sundlof, Jr.
Attorneys for Plaintiff

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF MARICOPA

R, C562598

COMPLAINT

CLEARWATER MINING CORPORATION,
an Arizona corporation, as
nominee of A. F. BUDGE

(MINING LIMITED), a foreign

corporation,
(Declaratory Relief -

Plaintiff, Contract)

v.

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

)
)
)
)
)
)
)
)
)
)
)
)
)
Defendant. )
)

The Plaintiff, by and through its undersigned
attorneys, and pursuant to A.R.S. § 12-1831, et seq., for its
claim for declaratory relief, alleges as follows:

L Plaintiff Clearwater Mining Corporation
(Clearwater) is an Arizona corporation. Clearwater is
nominee of A, F. Budge, Ltd., a foreign corporation, on an
Option and Lease Agreement entered into between A. F. Budge,
Ltd. and V.M.P., Inc.

2. Defendant V.M.P., Inc. is an Arizona corpora-
tion doing business in Maricopa County, Arizona.

< I The court has jurisdiction to issue the
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declaratory relief prayed for herein pursuant to A.R.S. §
12-1831 et seq.

4, On July 1, 1984, A. F. Budge, Ltd. and V.M.P.,
Inc. entered into an Option and Lease Agreement concerning
patented and unpatented mining claims situated in Maricopa
County, Arizona. A copy of the Agreement is attached as
Exhibit "1".

5 By the terms of the aforementioned Agreement,
specifically Subsection A of Section 7, Defendant/Lessor
represented that the unpatented mining claims within the
properties "have been located and appropriate record made
thereof in compliance with the laws of the United States and
the laws of Arizona . . . ." Subsection C of Section 7
provides:

If in the opinion of counsel retained by

Budge, Lessors title . . . is defective

or less than as represented herein, and

if Lessor 1is wunable or unwilling to

promptly correct the defects or alleged

defects in title, Budge may attempt to

perfect, defend or initiate litigation to

protect such title.

Subsection C of Section 7 further provides that if action was
taken to correct defects, the costs and expenses of such
action would constitute a credit against further payments
made to the Lessor.

6. Based on an examination of the properties by a

Deputy United States Mineral Surveyor and opinion of counsel,

Plaintiff determined that many of the unpatented mining
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1 claims situated within the properties are not located in

2 compliance with Arizona law and further determined that the

3 Lessor would not have the ability to correct the deficiencies

4 within a reasonable time frame. Plaintiff therefore under-

5 took action to reasonably correct such deficiencies. The

6 costs and expenses incurred to correct the deficiencies total

7| seventeen Thousand Six Hundred Fifty Dollars ($17,650.00).
g 8 Plaintiff has undertaken to deduct the costs of such action
g 2 from payments made to the Lessor. To date, Plaintiff has . j y
3 fu 10| deducted Seven Thousand Dollars ($7,000.00) from the q(/;/!/’“/gl[
TN ts. s B Al
E%Ejg o et N Octover &5, 7588 ng’“"’Vf' , :’“‘VIL
ggéggf 12 7.  On or after December 22, 1985, the Defendant
E%gggg 13 served Plaintiff with a Notice of Default based on Plain-
%Eéégg 14 tiff's deduction of part of its costs from payments made to
E §§m 15 Lessor. Plaintiff disputes the existence of a default under
§ 16 the terms of the Agreement. Pursuant to the terms of Sub-
§ 17 section A of Section 8 of the Agreement, if Plaintiff "in

18 good faith disputes the existence of default, [Plaintiff]

19 Budge shall initiate appropriate action in a court of com-

20 | petent jurisdiction" within the 30-day period of time

21 required to cure any alleged default.

22 8. Plaintiff is entitled to an award of its

23 reasonable attorneys' fees incurred in connection with this

24 | 1litigation.

25 WHEREFORE, Plaintiffs pray for declaratory and

26 other relief as follows:
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ATTORNEYS AT LAW
640 GREAT WESTERN BANK PLAZA

4041 NORTH CENTRAL AVENUE

PHOENIX, ARIZONA 85012

(602) 248-0036

1 A For judgment of this court declaring (i)
2 || that the actions of Plaintiff in deducting the costs of
3 correcting defects in the unpatented mining claims was
4 appropriate under the terms of the Agreement, and (ii) that
5 no default has occurred under the Agreement;
6 b. For costs of suit and reasonable attor-
7| neys fees incurred herein; and
8 Cs For such other and further relief as this
9| court deems just and appropriate.
10 DATED this 2[5} day of November, 1985.
11 DeCONCINI McDONALD BRAMMER
YETWIN & LACY, P.C.
12
13 T B IR e e
. &
By g L eeewe T i
14 Kenneth C. Sundlof, Jr.
640 Great Western Bank Plaza
15 4041 North Central Avenue
Phoenix, Arizona 85012
16 Attorneys for Plaintiff
17
18
19
20
21
22
23
24
29
26
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OPTION AND LEASE AGREEMENT

BY THIS OPTION AND LEASE AGREEMENT
effective as of the 1lst day of July, 1984,

by and between V. M. P., INC., an Arizona corporation,
whose address 1is Wickenburg, Arizona 85358 ("Lessor"
herein),

and

A.F. BUDGE (MINING) LIMITED, a registered corporation
(No. 1824873) under the laws of England ("Budge"), whose
address 1is West Carr Road, Retford, Nottinghamshire,
England DN22 7SW,

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

1, Recitals

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 Property if he deems development is
feasible. It is the understanding of the parties that if
Budge exercises its option, Budge shall form a subsidiary
corporation authorized to transact business in Arizona, and
that such corporation will constitute Budge for the further
provisions of this Agreement.

2. Grant; Definitions

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

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

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

=g
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particularly described in Exhibit A attached hereto.

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

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

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

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

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

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

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



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

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

3. Te:m

Unless sooner terminated under the termination provi-
sions hereinafter contained, the term of the option shall be
for one year but may be further extended for an additional
year by Budge. Thereafter, if the option is exercised, this
Agreement shall be for an term of twenty (20) years
commencing on the effective date of exercise of the 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 deemed continuous as long as
mining, processing or marketing operations do not cease for a
period of more than ninety (90) consecutive days or if the
Property does not produce Three 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 and effect. Such
payment shall be payable monthly three months in adavance.
The first payment consisting of Nineteen Thousand Five
Hundred Dollars ($19,500.00) and representing the payment for
the months of July, August, and September, 1984, shall be
payable upon execution of this Agreement. Additionally, if
Budge elects to extend its option for the secona year, it
shall pay Lessor a one-time bonus of Twenty-Five Thousand
Dollars ($25,000.00).

b. Advance Minimum Royalty =~ At such time Budge
exercises 1its option to lease the Property, the option
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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 ($6,500.00) per month as an
advance minimum royalty payable in the same manner as set
forth above. Such advance royalties shall be a credit
insofar as they will go toward any monies due Lessor under
the provisions of subsection ¢ of this Section 4.

Qs Production Royalty - If Budge mines and markets
Leased Substances from the Property, Budge shall pay to
Lessor a production royalty of a specified percentage of tne
"Net Returns" received by Budge from the sale or other
disposition of Leased Substances. Such percentage shall be
based on the price of gold as determined on the date of sale
or other disposition of Leased Substances according to the
Englehard buying price of industrial bullion on tne date of
sale as follows: If gold is $400 or less, 6%; $401 to $60UL,
7%; $601 to $800, 8%; $801 to $1,000, 9%; $1,001 to $1,2u0,
10%; $1,201 to $1,400, 11%; $1,401 or more, 12%. The term
"Net Returns" shall mean the total dollar value receivea from
the purchaser of Leased Substances, less:

(1) in the case of sale of raw ore or concen-
trates: (a) any weighing, sampling, penalty, processing or
other charges assessed by the purchaser; (b) selling charges;
(c) any sales, severance, 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 trans-
portation from the Property to the purchaser.

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

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

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




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

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

Fractional 1Interest - 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 and title actually owned by
Lessor bear to the entire undivided rights and title to the
Property, the areas included therein, or any compensable
damages or improvements.

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

6. Obligations of Budge

a. Conduct of 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 such operations.

b. Weights and Analysis - 1In all cases where ore or
concentrates are stockpiled off the Property or commingled
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-
lurgical practice, and keep accurate records thereof as a
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basis for computing royalty payments, which records shall be
available for inspection by Lessor in accordance with Section

5.

C Protection from Liens - budge shall pay all
expenses 1incurred 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; provided, however, that
Budge shall not be required to remove any such lien as long
as Budge is contesting in good faith the validity or amount

thereof.

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

e. Payment of Taxes - Budge shall pay all taxes levied
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 dollar 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
improvements of Lessor thereon. In no event shall Budge be
liable for any taxes levied or measured by income of Lessor,
or for taxes applicable to or levied against or based upon
advance or production royalty payments made to Lessor under
this Agreement. Budge shall have the right to contest, in
the courts or otherwise, the validity or amount of any taxes
or ‘assessments, before it shall be required to pay the 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 otherwise
expires, all ad valorem taxes that are Budge's responsibility
shall be prorated as of the date Budge has removed 1its




improvements from the Property or Lessor agrees to their
abandonment. -

: 0 Work Requirements -

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

: (2) During the term of the option, Budge shall
expend in the conduct of exploration ("Work") not less than
Fifty Thousand Dollars ($50,000.00). The nature, place ana
conduct of such Work shall be at the sole discretion of
Budge, so 1long as such Work benefits the exploration,
development or mining of the Property. The amount of the
expenditures shall be determined by the direct cost to Budge
of Work performed, the salaries, expenses and benefits burden
of Budge's employees or consultants performing Work.

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

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




shall have completed those reclamation and land restoration
measures as may be required by state or federal law and
‘"regulations for those lands disturbed or conditions created
by activities of Budge under this Agreement. In any case,
prior to the commencement of mining operations under tais
Agreement, Budge shall provide Lessor with a reclamation plan
to be put into effect where portions of the Property are no
longer needed for mining and production related activities
permitted under this Agreement. Such plan shall include at a
minimum (i) the segregation and saving of topsoil during
exploration and mining operations, (ii) the measures that
will be taken to control erosion, landslides, and 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 disturbea
areas, where reasonably practicable.

7. Title Matters

a. Representations and Warranties - Lessor represents
and warrants to Budge that: (1) Insofar as the Property
includes fee lands, the Lessor owns the entire undividea
title to the Property, 1including the surface and mineral
estate, and has the exclusive possession thereof; (2) insofar
as the Property includes unpatented mining claims, the claims
have been located .and appropriate record made thereof 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 has been
performed and appropriate record made thereof in compliance
with applicable law, and there is no claim of adverse mineral
rights affecting such <claims; (3) with respect to the
Property as a whole, except as specifiea in Exhibit 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 and copies of all
title documents affecting the Property which Lessor has in
its possession.

Cs 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 1less 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, defend or




initiate litigation to protect such title. In that event,
Lessor shall take such actions as are reasonably necessary to
assist Budge in its efforts to perfect, defend or protect
such title. If title is less than as represented in this
Section 6, then (and only then) the costs and expenses of
perfecting, defending or correcting title (including, but
without being limited to, the cost of attorney's fees and the |/
cost of releasing or satisfying any mortgages, liens and
encumbrances), shall be a credit against payments thereafter
to be made by Budge under the provisions of Section 4, unless
the encumbrance or dispute arises from Budge's failure to
perform obligations hereunder (in which case such costs snall
be borne by Budge).

d. Lesser 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 1in the proportion that the
interest actually owned by Lessor bears to the interest as
represented herein.

e. Amendment and Relocation of Mining Claims - Budge
shall have the right to amend or relocate in the name of
Lessor the wunpatented <claims which are subject to this
Agreement which Budge, in its sole discretion deems advisable
to amend or relocate. Where Budge has notified Lessor of
such actions taken or to be taken, and Lessor has approved.
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.

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

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




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

h. General - Nothing herein contained 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 defaults 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 provided. 1If
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 and the time
to cure shall run from the date of a final determination that
a aefault exists. Lessor shall have no right to terminate
this Agreement except as set forth in this subsection a of
Section 8. »

b. Termination by Budge - Budge shall have the rignt
to terminate this Agreement at any time upon sixty (60) days
prior written notice from Budge to Lessor. From ana after
the date of termination, all right, title and interest of
Budge under this Agreement shall terminate, and Budge shall
not be required to make any further payments or to perform
any further obligations hereunder concerning the Property,
except payment and obligations, the due dates for the payment
or performance of which occur prior to the termination aate,
including the obligations related to damages to the surface
and improvements thereon. ‘
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C. Removal of Property - Upon any termination or
expiration of this Agreement, Budge shall have a period ot
six (6) months £from and after the effective date of
termination within which it must remove from the Property all
of its machinery, buildings, structures, facilities,
equipment and other property of every nature and description
erected, placed or situated thereon, except supports placed
in shafts, drifts or openings in the Property. Failure of
Budge to so remove the same shall constitute an abandonment
by Budge to Lessor of the same; provided, however, that Buage
may still be required to remove such property upon notice
from Lessor at any time during the six-month period and
thirty (30) days thereafter. Lessor may also, within fifteen
(15) days after such notice of termination by Budge, elect to
purchase any structures placed on the Property by Buage. The
purchase price shall be determined by an independent
appraiser mutually satisfactory to the parties which
appraisal shall be final. Lessor shall tender the amount of
such appraisal in legal tender of the United States within
thirty (30) days after completion of the appraisal.

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

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

9. Notices

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

10.. Binding Effect; Assignment

Neither party shall assign its rights in this Agreement
or the Property without the prior written consent of the
other party, which consent shall not be unreasonably
withheld. This provision shall not apply to mergers,
transfers through operation of law, or sales and assignments

-11-



to subsidiaries of the parties, their corporate parents or
subsidiaries of their corporate parents. A subsidiary snall
be deemed any corporation or other entity in which the party
or its parent owns or controls a majority of the stock or
interest.

ll. Force Majeure; No Implied Covenants

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

12.  Boundary Protection

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

13. Memorandum

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

l4. Construction

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

-12-




ot e st i e et e o i

State of Arizona.

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

SIGNED, effective as of the date recited above.

LESSOR: BUDGE:
V. M. P., INC. A. F. BUDGE (MINING) LIMITED
¥ lxm ///// : ; i\&&m

rvy W. Beal, President A. F. Budge, Chdﬁépan

_—k
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UNITED KINGDOM ) V
) SS. ‘b\———\_/'“-

)

Before me, the undersignea officer, personally appearea
A. F. Budge, known to me to be the Chairman of A. F. Buage
(Mining) Limited, a registered corporation unaer the laws of
ngland, this ~ Luw™ day of 'IfV\{.NJ(' , 1984, ana
ledged that he. executed the foregoing aocument ftor ana
1f of the corporation with full authority to do so.

\) k\\_,—~7_/+ ( .
Title: Ngoin i iv

OF ARIZONA )
) ss.
County of Maricopa )

The foregoing instrument was acknowledged before me tnis

J/5" day of Ve ZTPIT , 1984, by Larry w. Beal, the
President of V. M. P., Inc., an Arizona corporation, for and

on behalf of the corporation.

__‘ié;&aAQ‘LZAQZiQQngL_

My commission expires: Notary Public

My Commission Expires April 141987
(
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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
le, 17, 19, 20, 21, 28, 29, 30, 31, and 32, Township 6 North,
Range 5 West, Sections 1, 2, and 12, Township 5 North, Range
6 West, and Sections 5, 6, and 7, Township 5 North, Range 5
West, G&SRM, and are more particularly described as follows:

Patented Lode Mining Claims:

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

Vulture Extension ' 3146

Unpatented Lode Mining Claims:
(

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

Mrcpa Cty Rcds BLM Serial No.

Name of Claim Book/Dkt Page A MC
Central _ 35 386 71742
Vindicator #1 35 389 71743
Vulture South 35 59 , 71744
Desert #1 29 595 71745
Desert #5 29 598 71746.
Desert #8 29 596 71747
Desert #9 29 597 71748
Reserve #1 1965 161 71749 |
Reserve #2 1965 162 71750
Reserve #3 1965 163 71751




Mrcpa Cty Rcds

Name of Claim Book
Rosa de Oro 29

Rosa de Oro #2 29

Thomas 29

Vulture North | 35

J.S. Group

1 to 25 inclusive 7682

Desert Group

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

6, 7, 8A, 9A, 10 to

142 inclusive, 144

to 155 inclusive 15828

Vulture Group

V-1 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

1l to 21 inclusive 15952

Alan Group

1l to 42 inclusive 15952
. and 16025

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
11753
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:

Mrcpa Cty Rcds

Name of Claim Book

V.M.P. Claims
1l to 13 inclusive,
18 to 38 inclusive 11693

J.S. Group
l to 16 inclusive - 7685

Page

739-776

387-402

BLM Serial No.
A MC

77018 to 77051 inclusive

71781 to 71796 inclusive



FIRST AMENDMENT TO OPTION AND LEASE AGREEMENT
BY THIS FIRST AMENDMENT TO OPTION AND LEASE AGREEMENT
effective February 1, 1985,
by and between V. M. P., Inc., an Arizona Corporation, whose
address is Box 20202, Wickenburg, Arizona 85358 ("Lessor"
herein),
and
A. F. BUDGE (MINING) LIMITED, a registered corporation under
the 1laws of England, whose address in 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 hereafter constitute a lease of
the Property under the terms of the Agreement as modified by this
Amendment.

2. Term
o
The provisions of Section 3 of the Agreement are hereby
deleted and the following substituted therefor:

Unless sooner terminated under the termination provisions of
the Agreement, this 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 Section 6.

Once production commences, the lease shall remain in force
so long as Leased Substances are continuously 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 long as mining, processing or marketing
operations do not cease for a period of more than ninety (90)
consecutive days or if the Property does not produce Three
Hundred Fifty Thousand Dollars ($350,000.00) in gross sales or
stockpiled values of Leased Substances.

3. Payments to Lessor

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




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

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

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

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

g. Production Bonus - If Budge elects to commence
mineral production on the Property, Lessor shall be paid a
one-time bonus of Seventy-Five Thousand Dollars

($75,000.00). The decision to commence production shall
occur when Budge commits to the expenditure of funds for a
full-scale development of the Property based on the
conclusions of a feasibility study and shall not include a
pilot plant, bulk sampling or other 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.

4. Notice

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

5. Ratification

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




SIGNED, effective as of the date recited above.

LESSOR: BUDGE:

V.M.P., INC. BYDGE (MINING) LIMITED

By{ ﬂ%%/ﬂ

Larry W. Beal, President A.F. Budge, Ch man




UNITED KINGDOM
SS.

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

\ TR S M\‘l Rﬁ&tu
/

Title: !

STATE OF ARIZONA )
) ss.
County of Maricopa )

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

/éaézﬂc;‘a.ﬁ Bz, _
: Notzry Public My commission expires:

T : My Commission Expires April 14, 1987
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DECONCINI McDONALD BRAMMER YETWIN & LACY, P.C.
ATTORNEYS AT LAW
640 GREAT WESTERN BANK PLAZA
4041 NORTH CENTRAL AVENUE
PHOENIX, ARIZONA 85012
(602) 248-0036

Kenneth C. Sundlof, Jr.
Attorneys for Plaintiff

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF MARICOPA

—_ Co62598

COMPLAINT

CLEARWATER MINING CORPORATION,
an Arizona corporation, as
nominee of A. F. BUDGE

(MINING LIMITED), a foreign

corporation,
(Declaratory Relief -

Plaintiff, Contract)

Ve

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

)
)
)
)
)
)
)
)
)
)
)
)
)
Defendant. )
)

The Plaintiff, by and through its undersigned
attorneys, and pursuant to A.R.S. § 12-1831, et seq., for its
claim for declaratory relief, alleges as follows:

h I Plaintiff Clearwater Mining Corporation
(Clearwater) is an Arizona corporation. Clearwater is
nominee of A. F., Budge, Ltd., a foreign corporation, on an
Option and Lease Agreement entered into between A. F. Budge,
Ltd. and V.M.P., Inc.

2. Defendant V.M.P., Inc. is an Arizona corpora-

tion doing business in Maricopa County, Arizona.

3. The court has jurisdiction to issue the
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declaratory relief prayed for herein pursuant to A.R.S. §

12-1831 et seq.

4, On July 1, 1984, A. F. Budge, Ltd. and V.M.P.,
Inc. entered into an Option and Lease Agreement concerning
patented and unpatented mining claims situated in Maricopa
County, Arizona. A copy of the Agreement is attached as
Exhibit "1".

5. By the terms of the aforementioned Agreement,
specifically Subsection A of Section 7, Defendant/Lessor
represented that the unpatented mining claims within the
properties "have been located and appropriate record made
thereof in compliance with the laws of the United States and
the laws of Arizona . . . ." Subsection C of Section 7
provides:

If in the opinion of counsel retained by

Budge, Lessors title . . . is defective

or less than as represented herein, and

if Lessor is unable or unwilling to

promptly correct the defects or alleged

defects in title, Budge may attempt to

perfect, defend or initiate litigation to

protect such title.

Subsection C of Section 7 further provides that if action was
taken to correct defects, the costs and expenses of such
action would constitute a credit against further payments
made to the Lessor.

6. Based on an examination of the properties by a

Deputy United States Mineral Surveyor and opinion of counsel,

Plaintiff determined that many of the unpatented mining
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claims situated within the properties are not located in
compliance with Arizona law and further determined that the
Lessor would not have the ability to correct the deficiencies
within a reasonable time frame. Plaintiff therefore under-
took action to reasonably correct such deficiencies. The
costs and expenses incurred to correct the deficiencies total
Seventeen Thousand Six Hundred Fifty Dollars ($17,650.00).

Plaintiff has undertaken to deduct the costs of such action

from payments made to the Lessor. To date, Plaintiff has /

deducted Seven Thousand Dollars ($7,000.00) from the j if{'

payments. - b 0/ 0
October 32,1788 \Q/w”

T Oon or after December 22, 1985, the Defendant
served Plaintiff with a Notice of Default based on Plain-
tiff's deduction of part of its costs from payments made to
Lessor. Plaintiff disputes the existence of a default under
the terms of the Agreement. Pursuant to the terms of Sub-
section A of Section 8 of the Agreement, if Plaintiff "in
good faith disputes the existence of default, [Plaintiff]
Budge shall initiate appropriate action in a court of com-
petent jurisdiction" within the 30-day period of time
required to cure any alleged default.

8. Plaintiff is entitled to an award of its
reasonable attorneys' fees incurred in connection with this
litigation.

WHEREFORE, Plaintiffs pray for declaratory and

other relief as follows:
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a. For judgment of this court declaring (i)
that the actions of Plaintiff in deducting the costs of
correcting defects in the unpatented mining claims was
appropriate under the terms of the Agreement, and (ii) that

no default has occurred under the Agreement;

b For costs of suit and reasonable attor-

neys fees incurred herein; and

c. For such other and further relief as this

court deems just and appropriate.

DATED this "2|s} day of November, 1985.

DeCONCINI McDONALD BRAMMER
YETWIN & LACY, P.C.

~ &
Kenneth C. Sundlof, Jr.
640 Great Western Bank Plaza
4041 North Central Avenue
Phoenix, Arizona 85012
Attorneys for Plaintiff

o
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JCL
OPTION AND LEASE AGREEMENT

BY THIS OPTION AND LEASE AGREEMENT
effective as of the 1lst day of July, 1984,

by and between V. M. P., INC., an Arizona corporation,
whose address 1is Wickenburg, Arizona 85358 ("Lessor"
herein),

and

A.F. BUDGE (MINING) LIMITED, a registered corporation
(No. 1824873) under the laws of England ("Budge"), whose
address 1is West Carr Road, Retford, Nottinghamshire,
England DN22 7SW,

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

y [958 Recitals

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 Property if he deems development is
feasible. It is the understanding of the parties that if
Budge exercises its option, Budge shall form a subsidiary
corporation authorized to transact business in Arizona, and
that such corporation will constitute Budge for the further
provisions of this Agreement.

2. Grant; Definitions

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

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

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




particularly described in Exhibit A attached hereto.

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

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

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

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

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

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

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




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

-- to use the surface of the Property to
deposit waste, overburden, surface stripping and
other materials from mining operations on the
Property and adjoining properties being mined with
the Property as a single mining operation; providea
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 provi-
sions hereinafter contained, the term of the option shall be
for one year but may be further extended for an additional
year by Budge. Thereafter, if the option is exerciseda, this
Agreement shall be for an term of twenty (20) vyears
commencing on the effective date of exercise of the 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 deemed continuous as long as
mining, processing or marketing operations do not cease for a
period of more than ninety (90) consecutive days or if the
Property does not produce Three Hundred Fifty Thousand
Dollars ($350,000.00) in gross sales or stockpiled values of .
Leased Substances for any calendar year.

4. Payments to Lessor -

a. Option Payments - 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 and effect. Such
payment shall be payable monthly three months in adavance.
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 second year, it
shall pay Lessor a one-time bonus of Twenty-Five Thousand
Dollars ($25,000.00).

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

-3~




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

Ce Production Royalty - If Budge mines and markets
Leased Substances from the Property, Budge shall pay to
Lessor a production royalty of a specified percentage of tne
"Net Returns" received by Budge from the sale or other
disposition of Leased Substances. Such percentage shall be
based on the price of gold as determined on the date of sale
or other disposition of Leased Substances according to the
Englehard buying price of industrial bullion on tne date of
sale as follows: If gold is $400 or less, 6%; $401 to S$Se0U,
7%; $601 to $800, 8%; $801 to $1,000, 9%; $1,001 to $1,2u0,
10%; $1,201 to $1,400, 11%; $1,401 or more, 12%. The term
"Net Returns" shall mean the total dollar value receivea from
the purchaser of Leased Substances, less:

(1) in the case of sale of raw ore or concen-
trates: (a) any weighing, sampling, penalty, processing or
other charges assessed by the purchaser; (b) selling charges;
(c) any sales, severance, 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 trans-
portation from the Property to the purchaser.

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

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

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




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

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

£ Fractional 1Interest - 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 and title actually owned by
Lessor bear to the entire undivided rights and title to the
Property, the areas included therein, or any compensable
damages or improvements.

5. Inspection‘

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

6. Obligations of Budge

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

= 8 Weights and Analysis - In all cases where ore or
concentrates are stockpiled off the Property or commingled
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-
lurgical practice, and keep accurate records thereof as a




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

5.

Ce Protection from Liens - budge shall pay all
expenses 1incurred 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; provided, however, that
Budge shall not be required to remove any such lien as long
as Budge is contesting in good faith the validity or amount

thereof.

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

e. Payment of Taxes - Budge shall pay all taxes levied
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 dollar 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
improvements of Lessor thereon. In no event shall Budge be
liable for any taxes levied or measured by income of Lessor,
or for taxes applicable to or levied against or based upon
advance or production royalty payments made to Lessor under
this Agreement. Budge shall have the right to contest, in
the courts or otherwise, the validity or amount of any taxes
or '‘assessments, before it shall be required to pay the 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 otherwise
expires, all ad valorem taxes that are Budge's responsibility
shall be prorated as of the date Budge has removed its




improvements from the Property or Lessor agrees to their
abandonment.

E. Work Requirements -

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

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

. o 8 Improvements and Structures on the Property - Buage
shall conduct all of its ogerations under this Agreement in
such a way as to avoid, ﬁhézé?“possible, damage to any and
all improvements on the Property. If any such improvements
are destroyed or rendered non-usable by operations of Budge,
Lessor shall be compensated for the reasonable value thereof.
The value shall be the replacement cost for comparable
improvements. Prior to conducting any activities that might
damage or destroy an existing structure on the Property,
Budge shall notify Lessor, and Lessor may elect within the
following thirty-day period, to move such structure in which
case Budge shall pay one-half of the cost of such move to a
point designated by Lessor not more than one-half mile from

the existing location of such structure.

h. Reclamation - At the conclusion of any operations

contemplated under this Agreement, Budge shall undertake or




shall have completed those reclamation and land restoration
measures as may be required by state or federal law and

‘'regulations for those lands disturbed or conditions created

by activities of Budge under this Agreement. In any case,
prior to the commencement of mining operations under this
Agreement, Budge shall provide Lessor with a reclamation plan
to be put into effect where portions of the Property are no
longer needed for mining and production related activities
permltted under this Agreement. Such plan shall include at a
minimum (i) the segregatlon and saving of topsoil during
exploration and mining operations, (ii) the measures that
will be taken to control erosion, landsliaes, and water
runoff, (iii) the isolation, removal or control of toxic
materials, and (iv) the reshaping of the areas disturbed,
application of the topsoil, and revegetation of disturbea
areas, where reasonably practicable.

7. Title Matters

a. Representations and Warranties - Lessor represents
and warrants to Budge that: (1) Insofar as the Property
includes fee lands, the Lessor owns the entire undividea
title to the Property, including the surface and mineral
estate, and has the exclusive possession thereof; (2) insofar
as the Property includes unpatented mining claims, the claims
have been located .and appropriate record made thereof 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 hnhas been
performed and appropriate record made thereof in compliance
with applicable law, and there is no claim of adverse mineral
rights affecting such claims; (3) with respect to the
Property as a whole, except as specified in Exhibit 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 and copies of all
title documents affecting the Property which Lessor has in
its possession.

Cs Title Defects, Defense and Protection - I1f -- (1)
in the opinion of counsel retained by Budge, Lessor's title
to any of the Property 1is defective or 1less tnan as
represented herein, or (2) title to any of the Property is
contested or questioned by any person, entity or governmental
agency =-- and if Lessor is unable or unwilling to promptly
correct the defects or alleged defects in title, Budge may
attempt, with all reasonable dispatch, to perfect, defend or




initiate litigation to protect such title. In that event,
Lessor shall take such actions as are reasonably necessary to
assist Budge in its efforts to perfect, defend or protect
such title. If title is less than as represented in this
Section 6, then (and only then) the costs and expenses of
perfecting, defending or correcting title (including, but
without being limited to, the cost of attorney's fees and the
cost of releasing or satisfying any mortgages, liens and
encumbrances), shall be a credit against payments thereafter
to be made by Budge under the provisions of Section 4, unless
the encumbrance or dispute arises from Budge's failure to
perform obligations hereunder (in which case such costs shall
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 the
interest actually owned by Lessor bears to the interest as

represented herein.

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

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

g. Change of Law = 1f the laws of the United States

concerning acquisition of mineral rights on federally managed




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

hs General - Nothing herein contained 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 defaults in the
performance of its obligations hereunder, Lessor shall give
Budge written notice specifying the default. 1If the default
is not cured within thirty (30) days after Budge has receivead
the notice, or if Budge has not within that time begun action
to cure the default and does not thereafter diligently
prosecute such action to completion, Lessor may terminate
this Agreement by delivering to Budge written notice of such
termination, subject to Budge's right to remove its property
and equipment from the Property, as hereinafter provided. If
Budge in good faith disputes the existence of a default,
Budge shall initiate appropriate - action in a «court of
competent jurisdiction within the 30-day period and the time
to cure shall run from the date of a final determination that
a default exists. Lessor shall have no right to terminate
this Agreement except as set forth in this subsection a of
Section 8.

b. Termination by Budge - Budge shall have the rignt
to terminate this Agreement at any time upon sixty (60) days
prior written notice from Budge to Lessor. From ana after
the date of termination, all right, title and interest of
Budge under this Agreement shall terminate, and Budge shall
not be required to make any further payments or to perform
any further obligations hereunder concerning the Property,
except payment and obligations, the due dates for the payment
or performance of which occur prior to the termination date,
including the obligations related to damages to the surtace
and improvements thereon. '
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S Removal of Property - Upon any termination or
expiration of this Agreement, Budge shall have a period ot
six" (6) months from and after the effective date ot
termination within which it must remove from the Property all
of its machinery, buildings, structures, facilities,
equipment and other property of every nature and description
erected, placed or situated thereon, except supports placed
in shafts, drifts or openings in the Property. Failure of
Budge to so remove the same shall constitute an abandonment
by Budge to Lessor of the same; provided, however, that Buage
may still be required to remove such property upon notice
from Lessor at any time during the six-month period and
thirty (30) days thereafter. Lessor may also, within fifteen
(15) days after such notice of termination by Budge, elect to
purchase any structures placed on the Property by Budge. The
purchase price shall be determined by an independent
appraiser mutually satisfactory to the parties which
appraisal shall be final. Lessor shall tender the amount of
such appraisal in legal tender of the United States within
thirty (30) days after completion of the appraisal.

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

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

9. Notices

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

10.. Binding Effect; Assignment

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

11. Force Majeure; No Implied Covenants

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

12. ¢ Boundary Protection

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

13. Memorandum

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

14. Construction

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

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

SIGNED, effective as of the date recited above.
LESSOR: BUDGE:

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

fofdes é/,’//{// " i &%\(@W&m

rry W. Beal, President A. F. Budge, Chaié@an
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W ®
UNITED KINGDOM ) \17@7
) ss. QL.—-\‘_,,—4.

)

. Before me, the undersigned officer, personally appearea
A. F. Budge, known to me to be the Chairman of A. F. Buage
(Mining) Limited, & registered corporation unaer the laws of
ngland, this 4™ gday of “fvx(wwf , 1984, and
ledged that he executed the foregoing dgocument for ana
31f of the corporation with full authority to ao so.

Title: N\VAOY A W\M:u

OF ARIZONA )
) Ss.
County of Maricopa )

The foregoing instrument was acknowledged before me tnis

I3 day of i T , 1984, by Larry w. Beal, the
President of V. M. ., Inc., an Arizona corporation, for and

on behalf of the corporation.

| __Aéwud,@é@u;.ﬁ)

My commission expires: Notary Public

- My Commission Expires April 141987
(
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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 Mineral Survey No.
Canon City : 1797
Gold Nugget 17917
Astor 2511
Conkling 2511
Custer ‘ 2511
Elmore 2511
Hamilton ' 2511
Jane Elmore ; 2511
Sheridan 2511
Sherman 2511
Talmage 2511
Van Buren 2511
Pit Gold 2522

Vulture Extension ' 3146

Unpatented Lode Mining Claims:
(

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

Mrcpa Cty Rcds BLM Serial No.

Name of Claim Book/Dkt Page A MC
Central , 35 386 71742
Vindicator #1 35 389 71743
Vulture South 35 59 71744
Desert #1 29 595 71745
Desert #5 29 598 71746.
Desert #8 29 596 71747
Desext #9 29 597 71748
Reserve #1 1965 161 71749 .
Reserve #2 1965 162 71750
Reserve #3 1965 163 71751



Mrcpa Cty Rcds

Name of Claim . Book
Rosa de Oro 29
Rosa de Oro #2 29
Thomas 29
Vulture North 35

J.S. Group
1l to 25 inclusive 7682

Desert Group

D-1A, 2, 3, 4, 5A,
6, 7, 8A, 9A, 10 to
142 inclusive, 144
to 155 inclusive 15828
Vulture Group

V-1 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 g 16260

Zen Group

1l to 21 inclusive 15952

Alan Group

1 to 42 inclusive 15952
g and 16025

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

11752
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:

Mrcpa Cty Rcds

Name of Claim Book

V.M.P. Claims

1 to 13 inclusive,
18 to 38 inclusive 11693
J.S. Group

1l to 16 inclusive - 7685

Page

139=776

387-402

BLM Serial No.
A MC

77018 to 77051 inclusive

71781 to 71796 inclusive



i ®

08-14-34
JCL
OPTION AND LEASE AGREEMENT

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

by and between V. M. P., INC., an Arizona corporation,
whose address 1s Wickenburg, Arizona 85358 ("Lessor"
herein),

and

A.F. BUDGE (MINING) LIMITED, a registered corporation
(No. 1824873) under the laws of Englana ("Budge"), whose
address 1is West <Carr Road, Retford, Nottinghamshire,
England DN22 7SW,

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

1. Recitals

Lessor 1s the owner of certain mineral properties 1in
Maricopa County, Arizona, more particularly describea in
Exhibit A. Budge desires to evaluate the mineral potential
of Property and lease the Property if he deems development is
feasible. It is the understanding of the parties that 1if
Budge exercises its option, Budge shall form a subsiaiary
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 with the Lessor, which
lease shall 1lease and let the Property exclusively unto
Budge, 1its successors and assigns. During the term of the
option Budge shall have the right to conduct Mineral
Exploration and upon exercise of its option, Budge shall
thereafter have the right to conduct Mining Activities to
produce, process and market Leased Substances during the term
hereof.

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

(1) The "Property" shall include that certain real
property situated in Maricopa County, Arizona, more
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particularly descriped in Exhibit A attacneu nereto.

(2) "Leasea Substances" snall incluae, put without
peing limitea to, all soil, sand ana gravel, rock, ores,
minerals and mineral rights in, upon and under tne Property,
excludaing, however, coal, geotnermal resources, 0il, gas, ana
associated nhydrocarbon gases.

(3) "Mineral Exploration"™ snall include those
activities that Budge, in its sole judgment and discretion,
may deem advisable for tne purpose of ascertaining any facts
relating to the occurrence of ores and minerals in and under
the Property ana tne metallurgical and physical properties of
sucn ores and minerals; including, but not limitea to,
surface trenching, excavations, geopnysical ana geochemical
surveys, drilling, the sinking of shafcts for bulk sampling,
and furtner including the right to use the surface for
access, to place ana use facilities on the surface and to use
water ana other surface resources tnat may oe useful or
convenlent 1in connection with sucn activities.

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

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

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

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

-- to conauct any mining upon the Property and
Budge's mining of adjoining or nearby lands as a
single mining operation as i1f tne Property ana all
such other properties constituted a single tract of
land, in which event Budge shall have the exclusive
right to wuse structures, facilities, equipment,




roadways, naulageways, and all otner appurtenances
installed on the Property for the gurpose of
producing, removing, treating or transporting
metals, ores, minerals or materials from aajoining
or nearby property owned or controllea by Budge and
tne right to mine and remove Leased Substances from
tne Property through or by means of shatts,
openings or pits whicn 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 adjolining properties being mined witn
the Property as a single mining operation; proviaead
that materials from otner lanas may not De
deposited on the Property if it woula interfere
with potential mining operations on the Property.

3. Term

Unless sooner terminated under the termination provi-
sions hereinafter contained, the term of tne option shall pe
for one year but may be further extendea for an additional
year by Budge. Thereafter, if the option is exercisea, this
Agreement shall be for an term of twenty (20) vyears
commencing on the effective date of exercise of tne option
and for so 1long thereafter as Leased Substances are

continuously produced from the Property. The term may bpe
extendea by reasons of force majeure, as specified in Section
11 hereof. Operatlons snall be deemed continuous as long as

mining, proceSSLng or marketing operations do not cease for a
period of more than ninety (90) consecutive days or if the
Property does not produce Three Hundrea Fifty Thousana
Dollars ($350,000.00) in gross sales or stockpilea values of
Leased Substances for any calendar year.

4. Payments to Lessor

a. Option Payments - Buage shall pay Lessor six
Thousand Five Hundrea Dollars ($6,500.00) per montn in order
to keep its option to lease in full force ana effect. sSucn
payment shall be payable monthly three months in aavance.
The first payment consisting of Nineteen Thousand Five
Hundred Dollars ($19,500.00) and representing the payment for
the months of July, August, and September, 1954, shall be
payable upon execution of this Agreement. Aauitionally, it
Budge elects to extend 1its option for tne secona year, it
shall pay Lessor a one-time bonus of Twenty-Five Tnousana
Dollars ($25,000.00).

D Advance Minimum Royalty - At such time Budge
exercises 1ts opticn to lease the Property, tne option
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payments (but not any bonus) made to Lessor unaer tne
provisions of subsection a apoove shall constitute an advance
minimum royalty. Budge shall tnereafter pay Lessor Six
Thousand Five Hunared Dollars ($6,500.00) per month as an
advance minimum royalty payable in tne same manner as set
fortn above. Such advance royalties shall be a <creait
insofar as they will go toward any monies due Lessor under
the provisions of subsection ¢ of this Section 4.

Co Production Royalty - If Budge mines ana markets
Leased Substances from the Property, Budge snall 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 snall ove
based on the price of golad as determined on the date of sale
or otner disposition of Leased Substances accoraing to the
Englehara buying price of inaustrial bullion on tne date of
sale as follows: If gola is S400 or less, 6%; $401 to Solu,
7%; $601 to $800, &%; $8Ul1 to $1,000, 9%; S1,001 to $1,2u0,
10%; $1,201 to $1,400, 11%; $S$1,401 or more, 1l2%. The term
"Net Returns" snall mean the total dollar value receivea from
the purchaser of Leased Substances, less:

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

(2) in the case of leaching or other solution
mining tecnniques in addition to the deductions specifiea in
(1) above, all processing and recovery costs incurred beyona
the point at which the leaching reagents are applied to the
ore being treated (including the cost of reagents) shall bpe
dedaucted from the 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 Buage, the selling price shall be computea
in the apove manner with deductions for all charges and items
of cost equivalent to the deductions set forth above ana in
any case not more than woula be availaple at the nearest
purchaser otherwise willing to accept such Leaseda Substances.

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




period under Section 4p nereof. All production royalty snall
be accompanliea by the settlement sheets or a similar state-
ment showing the basis upon wnicn the payment was computeda.

e. Methoa of Making Payments - All payments reguirea
hereunder may be mailed or deliverea 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 tnereof
snall be deemed timely payment hereunder.

£ Fractional 1Interest - All payments under this
Agreement, unless sgecifiea otherwise, are basea on a grant
by Lessor of full undivided rights and title to the Property.
If Lessor's 1interest 1in the Property or any compensable
aamage or improvement is less than sucn full interest, all
payments made nereunder shall be paid in the same proportion
thereof as the undivided rights ana title actually ownea by
Lessor bear to the entire undividea rights ana title to tne
Property, the areas includea therein, or any compensable
damages or improvements.

Sis Inspection

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

6. Obligations of Buage

a. Conduct of Cperations - All work performea by Budge
on the Property pursuant to this Agreement shall pe done 1in a
good and workmanlike manner and in compliance with all state
or federal laws and regulations governing sucn operations.

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

/
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pasis for computing royalty payments, wnich recoras shall be
available for inspection by Lessor in accordance with Section
50

Chs Protection from Liens - buage shall pay all
expenses 1incurred by 1t 1in its operations on tne Propercy
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 good faith the validity or amount
thereof.

d. Indemnity - Budge shall indemnify Lessor against
and nold Lessor narmless from any suit, claim, Jjuagment or
demana 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 any one of tnem, or any
person or instrumentality acting on 1its benalt, shall not
have been a contributing cause to the event giving rise to
such suit, claim, aemand or Jjudgment. Buage shall maintain
insurance to support the indemnification requirea by this
Agreement and provide Lessor with copies of such policies or
a certificate of such insurance showing tne 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 aaaition,
pay all taxes related to production of Leasea Substances from
the Property, subject to Budge's right to deauct the amount
of such production-related taxes from the dollar value
received from the purchaser of Leased Substances 1in the
computation of Net Returns under the provisions of subsection
c(l)(c) of Section 4. Lessor shall pay, before adelinguency,
all other taxes and assessments on the Property ana
improvements of Lessor thereon. In no event snhall Budge be
liable for any taxes levied or measureda py 1income of Lessor,
or for taxes applicable to or levied against or basea upon
advance or production royalty payments made to Lessor under
this Agreement. Budge shall have the right to contest, in
the courts or otherwise, the validity or amount of any taxes
or assessments, before it shall be regquirea to pay tne same.
Budge snall have the right, at its sole aiscretion, to pay
any delinquent property taxes, together with interest,
penalties and charges, that are tne responsipility 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 this Agreement is terminated or otherwise
expires, all ad valorem taxes that are Budge's responsibility
shall be prorated as of the date Budge has removea its




improvements cL[rom tne Property or Lessor agrees to tneir
abandonment.

£ Work Regquirements -

(1) Budge agrees to perform assessment work
(unless excused, suspended or deferrea) for thne benefit of
the unpatented mining claims included within the Property for
each assessment year during which this Agreement continues in
force beyond July 1 of the applicable assessment year. The
work performed shall be of a kind generally acceptea as
assessment work, and Budge shall expena the total amount
sufficient to meet tne minimum requirements with respect to
all of the unpatented claims. Lessor acknowledges ana agrees
that the mining claims included within tne Property are one
contiguous group and that development and exploration work on
any one or more of the claims will be for tne benerit of all
of them. Lessor further agrees tnat 1f Buage 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 requirea 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 snall
expend in the conduct of exploration ("work") not less than
Fifty Thousand Dollars ($50,000.060). The nature, place ana
conduct of such Work shall be at the sole aiscretion 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 Bucge
of Work performed, the salaries, expenses and benefits buraden
of Budge's employees or consultants performing Wwork.

g Improvements and Structures on the Property - Buadge
shall conauct all of its operations under thls Agreement 1in
such a way as to avolid, whever possible, damage to any and
all improvements on the Property. If any such improvements
are destroyed or rendered non-usable by operations of Budge,
Lessor shall be compensated for the reasonaple value thereof.
The wvalue shall be the replacement cost for comparable
improvements. Prior to conaucting any activities that might
damage or destroy an existing structure on tne Property,
Budge snhall notify Lessor, and Lessor may elect within tne
following tnirty-aay perioa, to move such structure in whicn
case Buadge shall pay one-nhalf of the cost of such move to a
point designated by Lessor not more than one-half mile tfrom
the existing location of such structure.

he. Reclamation - At the conclusion of any operations

contemplated under this Agreement, Budge shall undertake or




shall have completed those reclamation and lanu restoration
measures as may be requirea by state or feaeral law and
regulations for tnose lands adisturbed or conaitions createa
by activities of Budge under tnis Agreement. in any case,
prior to the commencement of mining operations unaer tails
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 relatea activities
permitted under this Agreement. Such plan shall incluae at a
minimum (i) the segregation and saving of topsoil during
exploration and mining operations, (1i) tne measures that
will be taken to control erosion, lanasliaes, and water
runoff, (iii) the 1isolation, removal or control of toxic
materials, and (iv) the reshaping of tne areas aisturbea,
application of the topsoil, and revegetation of daisturbea
areas, where reasonably practicable.

7. Title Matters

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

bs Title Documents - Upon written regquest 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 1in
its possession.

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




initiate litigation to protect sucn title. In that event,
Lessor snall take such actions as are reasonably necessary to
assist Budage 1in 1its efforts to perfect, aefend or protect
such title. If title 1is less than as represented in this
Section 4, then (and only then) the costs ana expenses of
perfecting, daefending or correcting title (including, but
without being limited to, the cost of attorney's fees and the
cost of releasing or satisfying any mortgages, liens and
encumbrances), shall be a creadait against payments thereafter
to be made by Budge under the provisions of Section 4, unless
the encumbrance or dispute arises from Buage's failure to
perform obligations hereunder (in which case sucn costs snall
be borne by Budge).

d. Lesser 1lnterest Provisions - If tne rignts and
title granted hereunder are less than represented herein,
Budge snall have thne right and option, witnout waiving any
other rights it may nave hereunder, to reauce all payments to
be made to Lessor hnereunder in the proportion that tne
interest actually owned by Lessor bears to the interest as
represented herein.

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

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

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




lands 1s repealed, amended, or new legislation 1is enactea,
Budge shall have the right to take wnatever action it aeems
appropriate to preserve a rignt to explore for, aevelop, ana
mine Leased Substances. If Budge elects to take any action
under the terms of this subsection, it shall first notify
Lessor 1in writing setting forth the nature of tne proposea
action and an explanation thereof. Lessor agrees to
cooperate with Budge ana execute whatever documents are
deemed necessary by Budge to accomplish such action. Nothing
in this subsection shall impose any obligation upon Buage to
take any action, or diminisn the right of Lessor to take
action 1t aeems appropriate; provided, however, that it
Lessor chooses to take any action, it will first inform Budge
of the nature of such contemplated action.

hi. 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 providea.

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 tne default
is not cured within thirty (30) daays after Budge has receivea
the notice, or if Budge has not within that time oegun action
to cure the default and does not tnereafter ailigently
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 1in good faith disputes the existence of a default,
Buage shall initiate appropriate action 1in 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 aefault exists. Lessor shall have no right to terminate
this Agreement except as set forth in this subsection a of
Section 8.

bs Termination by Budge - Budge snall have the rignt
to terminate this Agreement at any time upon sixty (6u) aays
prior written notice from Budge to Lessor. From ana after
the date of termination, all rignht, title and interest of
Budge under this Agreement shall terminate, and B3udge snhall
not be required to make any further payments or to perform
any further obligations hereunder concerning tne Property,
except payment and obligations, the due dates for tne payment
or performance of which occur prior to the termination aate,
including the obligations relatea to damages to tne surtace
and improvements thereon.

s ] (e



Ce Removal of Property - Upon any termination or

expiration of this Agreement, Budge shall have a perioa ot
six (6) months from and after tne effective date ot
termination within which it must remove from the Property all
of its machinery, buildings, structures, facilities,
equipment and other property of every nature and description
erected, placea or situated thereon, except supports placed
in shafts, drifts or openings in tne Property. Failure of
Budge 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 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 Buage. The
purchase price snall be determined by an 1indepenaent
appraiser mutually satisfactory to the parties which
appraisal shall be final. Lessor snall tendaer the amount of
such appraisal in legal tender of the Unitea States within
thirty (30) days after completion of the appraisal.

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

e. Relinquishment of Record - If tnis Agreement is
terminated or otherwise expires, Budge snhall 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 requirea or permitted here-
under shall be effective when personally deliverea or
deposited, postage prepaid, certifiea or registered, in the
United States mail to the addresses specified above. In the
case of notice to Budge, duplicate notice shall be given to
DMEA Ltd., 4203 N. Brown Avenue, Suite F, Scottsaale, Arizona
85251. Either party may, by notice to the other given as
aforesaid, change its mailing address for future notices.

10. Binding Effect; Assignment

Neither party shall assign its rights in this Agreement
or tne Property without the prior written consent of tne
other party, which consent shall not be unreasonaply
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 garents or
subsidiaries of tneir corporate parents. A sucsidiary snall
be deemed any corporation or other entity 1in whicn tne party
or 1its parent owns or controls a majority of tne sStock or
interest.

11. Force Majeure; No Implied Covenants

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

12. Boundary Protection

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

13. Memorandum

The parties to this Agreement agree to execute and
record a Memorandum of this Agreement 1in a form sufficient to
constitute recora notice to thira parties of the rignts
granted hnhereunder, which may be recoraed 1in the official
records of Maricopa County, Arizona.

14. Construction

a. Governing Law - Tnis Agreement shall be construea
by the 1internal laws but not tne laws of contlict of the

T




State of Arizona.

b. Headings - The headings used 1n this Agreement are
for convenience only and shall not oe aeemed to pe a part of
this Agreement for purposes of construction.

SIGNED, effective as of the date recited above.

LESSCR: BUDGE:

V. M. P., INC. A. F. BUDGE (MINING) LIMITEwD
ot S TR,

;/ o J ¥ o N

BY ALy AT L Byt n ) oSG

\_Larry W. Beal, President A. F. Budge, ChaiEPan
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UNITED KINGDOM ) \l Q\V’
) ss. \ U
)

Before me, the unaersignea otricer, personally appearec

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

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

gland, this w4~ gay of WY AN , 1964, ana

leaged that he executed the foregolng aocument for ana
21f of the corporation with full autnority to 4o so.

T\“”‘T—’* [ :
Titie: NAS w1 v

OF ARIZONA )

) Ss.
County of Maricopa )

The foregoing instrument was acknowledged before me tnis

3/°7 day of €} saevezads , 1984, by Larry w. Beal, tne

President of V. M. ®., Inc., an Arizona corporation, for ana
on benalf of the corporation.

b7

> A
. ' s éé rele 6éwﬂ /
My commission explres: Notary Puplic

My Commission Expires 4npis <4 1547
= B GC T )
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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
l6, 17, 19, 20, 21, 28, 29, 30, 31, and 32, Township 6 North,
Range 5 West, Sections 1, 2, and 12, Township 5 North, Range
6 West, and Sections 5, 6, and 7, Township 5 North, Range 5
West, G&SRM, and are more particularly described as follows:

Patented Lode Mining Claims:

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

Unpatented Lode Mining Claims:

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

Mrcpa Cty Rcds BLM Serial No.

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

Reserve #3 1965 163 71751




Mrcpa Cty Rcds

Name of Claim Book
Rosa de Oro 29
Rosa de Oro #2 29
Thomas 29
Vulture North 35

J.S. Group
1 to 25 inclusive 7682

Desert Group

D-1A, 2, 3, 4, 54,

6, 7, 8A, 9A, 10 to

142 inclusive, 144

to 155 inclusive 15828

Vulture Group

V-1 to 20 inclusive,
V-25 to 81 inclusive,
8lA, 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

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
147155

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:

Mrcpa Cty Rcds

Name of Claim Book

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

18 to 38 inclusive 11693
J.S. Group
1l to 16 inclusive 7685

Page

739-776

387-402

BLM Serial No.
A MC

77018 to 77051 inclusive

71781 to 71796 inclusive




»

S B X
; ransa a
N r Transangﬂﬂa Title Insurance Company

Title Services PRELIMINARY REPORT

Our No: 20012874

Your:

r n LTAA Owners Policy
LTAA Loan Policy
ALTA Residential Policy
ALTA Form B Owners Policy
ALTA Loan Policy

Dated: 3/1/84 at 7:30 A. M.

Transamerica Title Insurance Company hereby reports that it is prepared to issue, as of the date hereof, the policy of title insurance
indicated above on the form on file in the office of the Director of Insurance of the State of Arizona, describing therein the land and the
estate or interest as hereinafter set forth, insuring against loss which may be sustained by reason of any defect, lien or encumbrance not
shown or referred to as an exception herein nor excluded from. coverage pursuant to the printed Schedules, Conditions and Stipulations of
the policy to be issued and providing the premiums for said policy or policies have been paid. This report (and any supplements or
amendments thereto) is issued solely for the purpose of facilitating the issuance of a policy of title insurance and no liability is assumed

hereby.
Escrow Officer R. PAULOSKY Title Officer VICTOR SAWICKI/cb
Tel. (602) 998-9669 Tel. (602) 431-2660

SCHEDULE A

1. Title to the estate or interest covered by this report is vested in:

VMP, INC., an Arizona corporation

2. The estate or interest in the land hereinafter described in this report is a fee.

3. The land referred to in this report is situated in the County of Maricopa, State of Arizona, and is described
as follows:

SEE ATTACHED DESCRIPTION

Form No. A-M-734
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DESCRIPTION
PARCEL NO. T1:

C

HAMILTON, ASTOR, TALMAGE, CONKLING, AUSTER, SHERMAN, VAN BUREN, ELMORE,
JANE ELMORE AND SHERIDAN Lode Mining Claims in Vulture Mining District,
being shown on Mineral Survey No. 2511 on file in the Bureau of Land
Management, as granted by Patent recorded in Book 186 of Deeds, page
259, records of Maricopa County, Arizona.

PARCEL NO. 2:

PEKT GOLD Lode Mining Claim in Vulture Mining District, being shown on
Mineral Survey No. 2522 on file in the Bureau of Land Management, as
granted by Patent recorded in Book 186 of Deeds, page 257, records of
Maricopa County, Arizona.

PARCEL NO. 3:

VULTURE EXTENSION Lode Mining Claim in Vulture Mining Distruct, being
shown on Mineral Survey No. 3146 on file in the Bureau of Land Management,
as granted by Patent recorded in Book 187 of Deeds, page 441, records of
Maricopa County, Arizona.

PARCEL NO. 4:

GOLD NUGGET AND CANON CITY NO. 1 Lode Mining Claims in Vulture Mining
District, being shown on Mineral Survey No. 1797 on file in the
Bureau of Land Management, as granted by Patent recorded in Docket
10526, page 323, records of Maricopa County, Arizona.



’ ) . . ‘ ’
LY

SCHEDULE B

(All recording data refer to records in the office of the County Recorder of the County in which the land is
situated.)

At the date hereof exceptions to coverage in addition to the printed exceptions and exclusions contained
in said policy form would be as follows:

A. TAXES AND ASSESSMENTS collectible by the County Treasurer not yet
due and payable for the following year:

Year 1984

1. The effect of the Plat of Townsite of Vulture City recorded in
Book 1 of Maps, page 2 and the patent thereto recorded in Book
8 of Deeds, page 467.
(Parcel No. 2)

2. THE EFFECT OF THE FAILURE of the Tax Rolls in the Office of the
County Treasurer to reflect an assignment of the land and/or
improvements referred to herein for the following:

Years 1984 and prior
(AT1)

Form No. A-734.1
(Previous No. A-420)

s ——




A

.Richard J. Paulosky . . -
.Branch Manager 4

Transamerica
Title Insurance Company Transamer“}a

7100 E. Lincoln Drive

Suite B-125
Scottsdale -] r
Arizona 85253

(602) 998-9669



!

5 |
A f Tran®®ernica rorc@cl) o INVOICE

Title Services

*
STATE COUNTY BRANCH CUSTOMER NUMBER ESCROW/ORDER NO. | DGT DATE CUSTOMERS REFERENCE
10 | 33 20 BXZRXA 012874 6| 3-19-84
[_ —‘ '/ * PLEASE SEND YOUR PAYMENT, TOGETHER WITH
RECEIVED A COPY OF THIS INVOICE, TO THE ABOVE OFFICE.
‘ FROM SEE REVERSE SIDE FOR ADDRESS.
T e oy e o a6 CHARGE BRIEF LEGAL 7:&
OURSEENES .- oo ' ooon EscROW |YX |  DESCRIPTION chF M2
GENERAL ~5-54f
PO REEEY o b F e o Part of T5N6EW %
_J -
' ESCROW Maricopa County
BRANCH
99
ATTN:
CODE LIABILITY/AMOUNT DESCRIPTION CHARGES OTHER CHARGES CHARGES
OWNERS STD $ AFFIDAVIT OF VALUE 182
s LENDERS ALTA $ RECORDING FEES 182
g
700
ESCROW FEES e
TRUST FEES 797 OTHER ADVANCES
45-60" 1o}
K-3&-01 -0- 2| Status $110.00
AMOUNT DUE g
- ** CASH VERIFIED PAYABLE UPON RECEIPT 110.00
: AMOUNT RECEIVED $ 110.00

CUSTOMER COPY




33.
34.
35.
36.
37.
38.
39.
40.
41.
42.

43.
45.

Qo

SEND PAYMENT WITH COPY OF INVOICE TO:
Transamerica Title Insurance Company

Box 29072, Phoenix, Arizona 85038

Box 717, Springerville, Arizona 85938

Box 970, Flagstaff, Arizona 86002

Box 3189, Kingman, Arizona 86401

Box 740, Show Low, Arizona 85901

Box 71, Prescott, Arizona 86302

Box 1900, Sierra Vista, Arizona 85635

108 South Broad Street, Globe, Arizona 85501
Box 748, Safford, Arizona 85546

Box 2832, Tucson, Arizona 85702

106 East Florence Boulevard, Casa Grande, Arizona 85222
Box 28, Yuma, Arizona 85364
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July 10, 1990

Mr. Donald C. White Do
521 E. Willis St.
Prescott, AZ 86301

RE: VULTURE PROJECT

Dear Don;

I would 1like to express on behalf of Hans Matthews and
myself how much we enjoyed visiting with you 1last week in
Prescott, and having the opportunity to review the Vulture
material first hand. Your comments and observations were
most interesting and we will take heed of them in our
ongoing program.

The roll of maps and other ancillary documentation that
you sent to us was reviewed here at the office. I must
say that I found the correspondence to "Douglas" and the
early vendors of the property most interesting. I might
also say that the 1930 report written by Arthur Perry
Thompson was "classic". There is no doubt that this guy
was a "rogue" however, he was a very clever one. Some of
the projections, assumptions and conclusions that he
arrives at with respect to the overall potential of the
Vulture are not far removed from some of our present day
ideas.

We are still "bogged" down with "Budge vs. Beal" and seem
to be making very little progress in that area. If we do
get started up again and have need of your assistance we
will contact you.

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




I am enclosing for your
of our financing group
again, thank you for your kindness and courtesy.

With kindest regards,

Sincerely yours,

cr—

ARIZONA EXPLORATIONS INC.
Stanley W. Holmes,
President

SWH/bjg

enclosure

cCe Hans L. Matthews -

perusal the latest annual reports
which may be of

A.E.TI.

Page 2

interest.



Stan West % Mining Corp.

2701 EAST CAMELBACK ROAD, PHOENIX, ARIZONA 85016, 602/957-8707

RECEIVES APR 3 0 1985

April 29, 1985

Ben F. Dickerson III

DMEA Ltd.

7340 East Shoeman Lane, Suite 111 "B"
Scottsdaie, Arizona 85251

Dear Ben:

It was a pleasure to meet you last Thursday at your
offices in Scottsdale. I am convinced, as you are, that our
paths crossed sometime in the distant past, however, let's
not "date" ourselves.

I appreciated the time and discussions that Carol
0'Brien and yourself gave with respect to the Vulture
property. As I mentioned, Stan West is embarking on a new
period of exploration and the Vulture could possibly be of
interest to us.

It would be greatly appreciated if you could put
together a "package" of data as you stated. I will phone
next week to follow-up our objectives.

With kindest regards,

Sincerely
At

Stanley W. Holmes
SWH:de

8 KING STREET EAST, SUITE 1905A, TORONTO, CANADA MSC 1B5, 416/364-0424




Stan West % Mining Corp.

2701 EAST CAMELBACK ROAD, PHOENIX, ARIZONA 85016, 602/957-8707

May 21, 1985

ARY 2 8 \935

e RECENED!

4203 N. Brown Avenue, Suite F
Scottsdale, Arizona 85251

Re: Vulture Property

Dear Carol:

I wish to acknowledge receipt of the two (2) reports (Arthur
Perry Thompson - 1930 and Fred Searls, Jr. - 1931) and our discussions
of yesterday.

As I told you, I found the reports most interesting and
historically fascinating. This is especially so when Searls, one
of the deans of economic geology and highly respected internationally
takes an opposite view to that of Thompson. Unfortunately, I do not
know the background of A.P. Thompson.

In spite of the contrary views of the above individuals, I am
still intrigued by the Vulture. Before we can make a firm evaluation
it will be necessary to obtain more data relating to the property.

I hope your search of the files of the former UVX Mining Co. will turn
something of import up. A comprehensive review and re-interpretation
of all data is necessary if one plans a deep-target approach.

With respect to the underlying agreement with Mr. Beale, I
believe it will be necessary to re-negotiate the terms. This could be
done by dividing the property into two parcels, (1) the open-pit
potential; and (2) the extension to depth. Perhaps the present agree-
ment could remain on (1) and a new agreement be made on (2) in view of
the high risk factor and the fact that we are dealing with a high-cost,
capital intensive situation, if successful.

I will await the outcome of your efforts to find additional
data. The venture could be an exciting one and of mutual benefit to
all parties.

With kindest regards,

Sincerely
Vs PN
Stanley W. Holmes

SWH:de

cc: Mr. Ben F. Dickerson III
8 KING STREET EAST, SUITE 1905A, TORONTQ, CANADA MSC 185, 416/364-0424




Stan West % Mining Corp.

2701 EAST CAMELBACK ROAD, PHOENIX, ARIZONA 85016, 602/957-8707

July 24, 1985

Mr. Ben Dickerson . RECEV'E
DMEA Ltd. WER (1 9

4203 N. Brown Avenue, Suite F =3 7 $ 1585
Scottsdale, Arizona 85251

Re: Vulture Claims

Dear Ben:

I wish to acknowledge the discussions that were held at
your offices on Friday, July 19, 1985 concerning the Vulture.
I have listed below the main points for your consideration:

1. Budge & Beale amend their present agreement so
as to separate the "open-pit" area from the
rest of the claims.

2. The current agreement between Budge & Beale will
remain in good standing with respect to the
revised open-pit parameters.

3. Budge & SWMC enter into a joint venture (50/50)
to explore the deep potential of the Vulture.

4. The joint venture group will enter into an agree-
ment with Beale regarding his participation.

5. Beale's participation or payments will be minimal
when compared to the present deal between Budge &
Beale on the "open-pit" area - this is because of
the high risk, costly and capital intensive nature
of the deep area exploration and development.

6. Budge and Stan West will discuss #4 and #5 in
detail before negotiating with Beale. Our initial
thinking is that there will be a payout (with a
cap) rather than a N.P. royalty or N.S.R.

'Stage I-Joint Venture - Detailed surface mapping, geophysics
and 10,000 feet of drilling - $250,000/300,000, 12 months.

Stage II - Contingent on Stage I - Development drilling -
40,000 feet at $25/foot - $1,000,000, 18 months.

8 KING STREET EAST, SUITE 1905A, TORONTO, CANADA MSC 1B5, 416/364-0424



Mr. Ben Dickerson -2~
DMEA Ltd.

Your comments are appreciated.
With kindest regards,

Sincerely

Stanley W. Holmes
President

SWH:de

cc: Birl W. Worley
Frank H. Crerie

July 24, 1985



DMEA Ltd,

Mineral Exploration Advice

Ben F. Dickerson 11l 7340 E. Shoeman Lane
Registered & Certified Geologist Suite 111 “B” (E)

Carole A. O’Brien Scottsdale, AZ 85251
Certified Geologist (602) 945- 4630

Telex: 75-1739

August 22, 1985

Stanley W. Holmes
President '

 Stan West Mining Corp.
2701 E. Camelback Road
Phoenix, AZ 85016

Re: Vulture Mine
Maricopa County
Arizona

Dear Stan:

We appreciate your waiting for a decision regarding
the referenced property.

We have discussed your proposal with our client, A.F.
Budge (Mining) Limited, and he has decided that your proposal
is of no interest at this time. He may do additional work on
his own account.

Your inquiry is appreciated, and we wish you every
success in your prospecting activities, and the work-at McCabe.

Best wishes.

.

Very truly yours,

Ben F. Dickerson III

BFD:ca
cc: A.F. Budge




DMEA Ltd.

Mineral Exploration Advice

Ben F. Dickerson 11l 7340 E. Shoeman Lane
Registered & Certified Geologist . Suite 111 “B” (E)

Carole A. O’'Brien Scottsdale, AZ 85251
Certified Geologist (602) 945- 4630

Telex: 75-1739

August 22, 1985

Stanley W. Holmes
President

- Stan West Mining Corp.
2701 E. Camelback Road
Phoenix, AZ 85016

Re: Vulture Mine
Maricopa County
Arizona

Dear Stan:

We appreciate your waiting for a decision regarding
the referenced property.

We have discussed your proposal with our client, A.F.
Budge (Mining) Limited, and he has decided that your proposal
is of no interest at thlS time. ' He may do additional work on
his own account

Your inquiry is appreciated, and we wish you every
success in your prospecting activities, and the work-at McCabe.

Best wishes.

.

Very truly yours,

Ben F. Dickerson III

BFD:ca
cc: A.F. Budge




: Conton. cqpiec

August 14, 1990

Mr. W. Scott Donaldson
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
that the case 1law 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; L%:”’ AUG 1 J ‘\SQU
Checks issued to V.M.P., Inc.:
Date Ck. # Sum Date Cleared
4-16-90 1005 $5,000.00 8-6-90
4-24-90 1006 5,000.00 8-6-90
5-04-90 1013 4,500.00 8-6-90
6-05-90 1017 4,500.00 8-6-90

Y
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




We have attached the 1letters 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., 1Inc. has acknowledged
the assignability from 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.I. 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 yours,

i

ARTZONA EXPLORATIONS INC.
Stanley W. Holmes,
President

SWH/bjg
enclosure

cc: Hans L. Matthews - A.E.I.

Michael R. Urman - DeConcini, McDonald, Brammer,
Yetwin & Lacy

Carole O°Brien - A.F. Budge (Mining) Limited



April 16, 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:

g
In accordance with the original lease between V.M.pP., Inc.
and A.F. Budge (Mining) Limited and the subseg E
assignment to Arizona-Ontario Explorations 1Inc. o '
1st, 1990, we are enclosing the advance minimum
payment due to V.M.P., Inc. effective March 5th, 198

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

With kindest regards,

Sincerely yours,

ARIZONA EXPLORKTIONS INC.
Stanley W. Holmes,
President

SWH/bijg

enclosure

CC: Mr. Ronald R. Short - A.F. Bu

]

(Mini#lg) Limited

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




April 24, 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 (Mining) Limited and the subse
assignment to Arizona-Ontario Explorations 1Inc. on

1st, 1990, we are enclosing the advance minimum r
payment due to V.M.P., Inc. effective April 5th,
_Aprii och

0.

The April S5th payment of $5,000.00 in accordanc h
above agreement is attached.

With kindest regards,

Sincerely yours,

ARIZONA EXPLORATIONS INC.
Stanley W. Holmes,
President

SWH/bjg

enclosure

Qe Mr. Ronald Short - A.F. Budgd (Mining) Limited

Ms. Carole O°Brien - A.F. Budge (Mining) Limited
Mr. Scott Donaldson

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




May 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 the original lease between V.M.P., Inc.

5ﬁ' and A.F. Budge (Mining) Limited and the equent
i assignment to Arizona-Ontario Explorations 1" arch
i 1st, 1990, we are enclosing the advance min@um r alty

payment due to V.M.P., Inc. effective May 5t

90.

The May 5th payment of $4,500.00

ce
above agreement is attached.

in acco:

With kindest regards,

K Sincerely yours,

ARIZONA EXPLORAPTONS INC.
Stanley W. Holmes,
President

¢ SWH/bjg g

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, Ontarlo M5C-1B5




RIZONA EXPLORATI

June 5, 1990

"
i
s
o
&

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

1414 E. Purdue
Phoenix, AZ 85020

e A

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 (Mining) Limited and the subsequent
assignment to Arizona-Ontario Explorations 1Inc. on March
1st, 1990, we are enclosing the advance minimum royalty
payment due to V.M.P., Inc. effective June 5th 1990.

B T R

The June 5th payment of $4,500.00 in accor

with the
above agreement is attached.

With kindest regards,

Sincerely yours,

Wt

i ARIZONA EXPLORATIONS INC.
¥ Stanley W. Holmes,
President

PRI A5 AT e Y

SWH/bjg

enclosure

Exodyne Business Park, 8433 North Black Canyon Hwy., Ste. 158, Phoenix, AZ 85021, (602) 864-6202 FAX: (602) 864-6118
Canadian Office: 7 King St. East, Ste. 1001, Toronto, Ontario M5C-1B5




. ARIZONA EXPLORAT

i June 25, 1990 ’
?”'
¢

i Mr. Larry W. Beal, President
4 V.M.P., Inc.
; 1414 E. Purdue

Phoenix, AZ 85020

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

Dear Mr. Beal:

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

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

With kindest regards,

Sincerely urs,

ARIZONA EXPLORATIONS INC.
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 M5C-1B5
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. ARIZONA EXPLORATI

July 27, 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 (Mining) Limited and the subsequent
, assignment to Arizona-Ontario Explorations 1Inc. on March
fh 1st, 1990, we are enclosing the advance minimum royalty
;' payment due to V.M.P., Inc. effective August 5th, 1990.

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

With kindest régards,

Sincerely yours,

ARIZONA EXPLORATIONS INC
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, Ontarlo M5C-1B5




A7 EHPLORST IONS PaGE Az

ining) Limited

Exodyna Business Park, 8433 North Black Ganyon Hwy,, Ste. 158, Phoenix, AZ 85021, (602) 864-8202 FAX: 1802)
Canadian Offic 7 Ving S1. East, Ste. 1001, Toronto, Ontario M5C-1BS
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ARIZONA EXPLORATION

January 15, 1990

TO: Memo To File CC: Carol O“Brien
Michael Urman
FROM: Stanley W. Holmes 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.

2is Osborne stated that he had been associated with Beal
for seventeen vyears 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.

33 Osborne stated that Beal had reported that Budge owed
him monies and payments associated with some the
tailing 1leach 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... "Budge shall have the right to
terminate this Agreement at any time upon sixty (60)
days prior written notice from Budge to Lessor") 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-1B5




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
discussions with the various
expressed C

the negotiations. I had
partners this morning and they had
ern with the slow progress made since December 13,

Starley W. Holmes

Page 2




(OFFICE) (VALIDATION)
MARICOPA COUNTY DEPARTMENT OF HEALTH SERVICES

DIVISION OF PUBLIC HEALTH A 336653

REVENUE RECEIPT

NAME: /M[ZZ/ ”ZW/ ,Zﬁ
AMOUNT: $§ ﬂ? g? M ‘;gaigK M Check No.

fund source

fund source

ENVIRONMENTAL HEALTH

532 O ESTABLISHMENTS 532 O ENGINEERING

532 O PLAN REVIEW

532 O FOOD HANDLERS 504 9{ AIR POLLUTION

532 O X—RAY

o O

A 92000427

-,',-;coi‘ainems

- ¢
Uuowv

0G=ilid

S 74090 (A

(DATE) (SIGNATURE)

081 0070 R 5-87




MARICOPA COUNTY DEPARTMENT OF HEALTH SERVICES
OFFICE OF ENVIRONMENTAL SERVICES
BUREAU OF AIR POLLUTION CONTROL
1845 EAST ROOSEVELT STREET
PHOENIX,ARIZONA B5006

INSTALLATION PERMIT

ISSUE DATE: 14-Jul-1990 A F BUDGE MINING LTD SOURCES: SOIL REMEDIATION
EXPIRATION DATE: 30-Jun-1992 VULTURE MINE SITE CONDITIONS APPLY
PERMIT NO. 9000427 4301 N 75 ST #101

DISTRICT: 01 SCOTTSDALE AZ 85251

THE FACILITY LOCATED AT GILA & SALT RIVER MERIDIAN MARICOPA COUNTY IS SURIECT
I0 THE FOLLOWING PERMIT CONDITIONS:

L. A F BUDGE MINING LTD
EQUIFPMENT 80 THAT EMI
ELITMINATEDR., ALL E
IN WRITING T0O Ti
APFROVED PRIOR

ENSTAYL ALL

T”“«"f'\ THE AT

NTROL

DoMINIMIZED OR
TH PLANE SUBMITTEL
FPROCESSES MUSBT :

:wﬁwﬁﬁi

iiﬂﬂ

2. VULTURE MINE SITE SHALE GFERATE/THE \ EQGUNIFMENE IN OFPTIMUM
CONDITION AND SHALL MATNIATN RCCURATE RECOGRDS OF THE QUANTITIES OF EaADH RAUW
MATEKIAL,FUEL, A HEMICAL/ PROCESHET COR USED "AT, THE FACILIT DONIE
REPORTS 0N ATR EMISE IDNSCFROM THE FACIWITY MAYWER REGUIRED.

3.  THIS INSTALLATION PHEMIT WILL REMATINSIN BEFHECT NO LONGER THAN THO <)
YEARS,0OR UNTIL AN OFERATING BERMIT IS« BRANTED OF NENIED,OR THE APPLICATION
IS CANCELLED. AN INSTALLATION PERPMITORE " NOT /INTENIED TO PERMIT OR ALLL
THE INSTALLATION,QPERAT ION ORAMATNIENANTESOT & FACILITY IN VIOLATION
OF ANY FIRE DEPARTMENT JBUILDINGLEPARTMENT OR OTHMER GOUERNMENTAL ARBENCY
BEGULATION., .

A
Ol

4. THIS IS NOT AN OPERATING PERMIT AN ON-SITE INSPECTION MUST PRECEDE
APPLICATION FOR THE REQUIRED ANNUAL--OPERATING PERMIT. NOTIFY THE BUREAU
AT (602) 258-6381 WHEN THE FACILITY IS OPERATIONAL.

S.  SPECIEIC PERMIYT CONDITIONS MAY RBE ATTACHED.

081 2253 12-87



Maricopa County
Department of Health Services

DIVISION Of PUBLIC HEALTH 1845 East Roosevelt Street
Environmental Services Phoenix. Arizona 85006
(602)258-6381

PERMIT CONDITIONS
JUNE 12, 1990

The biological remediation system serving the Vulture Mine Site
facility located at the Gila and Salt River Meridian in Maricopa
County, Arizona, is subject to the following Permit Conditions
(Maricopa County Bureau of Air Pollution Control Regulations,
Rule 200, Section 303):

1 The biological treatment on the contaminated soil shall be
conducted such that air pollutant emissions into the
atmosphere are reduced, minimized or eliminated. The
bio-treated soil shall be sampled and analyzed each month
after the initial startup date for the following compounds:
Miscellaneous aromatics and total hydrocarbons. A written
copy of the test results shall be submitted to the Bureau
for review and approval within 30 days after completion.

2, The facility shall 1limit the biological treatment to soils
that have been contaminated with diesel fuel or heavy oils.
The facility shall not treat soils that have been
contaminated with gasoline or light hydrocarbons.

The Permit Conditions that are enumerated above are understood
and agreed to by the undersigned permittee.

Signed: Z - Date: July 3, 1990

Title: Dale H. Allen, Production Manager

NOTE: Please sign and return with your Installation Permit
Application

ENF3/14/JdF/dg

“New Horizons In Health Care” i

081 2251 7-86




WESTERN RECE/VE OFFICE MEMO

TECHNOLOGIES JJUN D & enn
INC. UK 06 1999

£

To_ DALE Attenr) — AF BUDGE From__LGLEA) R . TURNEY  paeb-4-%0

DALE -

THE REGISTRATION) INFORMATIOAN) £ CLOSED
'S FYT ANDO FIlLe., A CoPvy wilL ALSO
& E PRLOUIDED 1N THE FINAL REPORT.

Grenl

141

PUT IT IN WRITINGI




ROSE MOFFORD, GOVERNOR
RANDOLPH WOOD, DIRECTOR

May 18, 1990
REF: SW90-122

Glen Turney, Ch.E.

Project Engineer, Remediation
Environmental Engineering Services
Western Technologies, Inc.

3737 E. Broadway Rd.

Phoenix, AZ 85040

Dear Mr. Turney:

Thank you for submitting an application for registration of the
petroleum contaminated scil remediation site designed tc treat soil
excavated from the:

Vulture Mine in Wickenburg, Arizona
(Job #7120K028)

The Arizona Department of Environmental Quality (the Department)
hereby approves your application and considers your site registered.
Your continued registration status is dependant upon the submission
of the remainder of the required guidelines. These parts pertain
to as-built and closure plans, respectively.

If any questions arise during the course of the remediation process,
please do not hesitate to call.

Sincerely,

Betsey Westell

Environmental Health Specialist
Office of Waste Programs

Solid Waste Unit

BW:1r

The Department of Environmental Quality is An Equal Opportunity Affirmative Action Employer.

Central Palm Plaza Building 2005 North Central Avenue Phoenix, Arizona 85004

ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY
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; BUDGE 3

A.F. Budge (Mining) Limited

4301 North 75th Street

January 16, 1990 Suite 101
Scottsdale, AZ 85251-3504

(602) 945-4630
FAX (602) 949-1737
Larry W. Beal
President
V.M.P.,Inc.
1414 E. Purdue
Phoenix, AZ 85020

Dear Mr. Beal:
This letter will confirm our telephone conversation this
morning in which we scheduled a meeting to be held at 9 a.m.

on Monday, January 29, 1990 at our Scottsdale office.

I look forward to discussing with you the future of the
Vulture property and other matters.

Please call should the opportunity arise that we can

meet earlier than January 29.
Very truly yours,
%ﬁ%é//lﬂof{ y

Ronald R. Short
General Manager

RRS:ca .

c: S. Donaldson
J. Lacy

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



ARIZONA EXPLORATIONS

RECEIVED JAN ¢ 1390

January 5, 1990

Ms. Carol O°Brien

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

RE: TECHNICAL INFORMATION - VULTURE PROPERTY

Dear Carol;

I have prepared for your appraisal and attention, a list of the
documentation that has not yet being delivered to us with respect

to the Vulture agreement. This was compiled after a discussion
with Don White concerning what information exists at the current
time. Don is of the opinion that Budge does have most of the

data that he has in his files.

1. All of the underground geological maps, sections, assay
plans, assay sections, 1longitudinals and other and
sundry drawings relating to the underground workings.
We understand from White that there are a great number
of these available. Sufficient for him to construct a
mine model. During 1971 Noranda Mines carried out a
great deal of geophysical and airborne work contracted
by GEODATA 1Inc. The IP survey that was carried out
during the later part of this year on which the recent
drilling program was based. We understand that this is
on file.

2. All of the drill 1logs with descriptions, assay and
other related data pertaining to the above program of
drilling carried out the later part of 1989.

3. Hans Matthews has been in communication with Chuck
Elliot (Tucson) and has very good cooperation. We have
received a great amount of data from him pertaining to
the earlier geophysical surveys and other material.

I have been asked by the syndicate members as to the contract
being drafted by Lacey. Please comment.

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



January 5, 1990

A.F. BUDGE (MINING) LIMITED
Ms. Carol O“Brien

Page 2 of 2

We d appreciate your cooperation on obtaining the above material.
It is most important as we are currently putting together the
overall picture of the area including all the airborne, ground,
underground and other related data.

Sincerely,

avt—

ARIZONA EXPLORATIONS, INC.
Stanley W. Holmes,
President

SWH/bjg




ELLIOT GEOPHYSICAL CO.,, INC.

Carole O’Brien .
A.F. Budge Mining, Ltd.
4301 N. 75th St.,
Scottsdale, AZ

3865 E. 34th STREET, SUITE 106 ®

TUCSON, ARIZONA 85713
11 January, 1990

Ste.
85251

101

Dear Carole:

Re: Vulture Mine Data

° TEL. (602) 747-7448

RECEIVTD JAN 13 1990

Ref: MCO1G

The following data have been turned over to Hans Matthews, Arizona

Exploration,

Phoenix or to other consultant/contractors at his

direction per our agreement and your approval in a telephone conver-

sation of 19 December, 1989.
1. Topographic Map 1"=200ft. Print
2. Topographic Map 1"=1000ft. Sepia
3. Topographic Map 1"=1000ft. Mylar
4. Topographic Map 1"=2000ft. USGS Wickenburg
5. Topographic Map 1"=2000ft. USGS Wickenburg SW
6. Topographic Map 1"=2000ft. Preliminary USGS
Wickenburg 2 NE
7. Topographic Map 1"=2000ft, Preliminary USGS
Wickenburg 2 NW
8. Topographic Map 1"=2000ft. Preliminary USGS
Wickenburg 2 SW
9. Topographic Map 1"=2000ft. Preliminary USGS
Wickenburg 2 SE
10. Air Mag Geodata Survey 1971 1"=2000ft. Print
11. 1 Composite EDCON Survey Flight Path at
Sheets 1&2 1"=2000ft.
12. 1 Contour Air Magnetics Composite of
Sheets 1&2 1"=2000ft.
13. 1 Colored Print Noranda Geology 1"=1000ft.
14. Magnetic Data Tape (1200 ft.)
15. Tape Format Description
16. Flight Path Recovery Map 1"=2000ft. Sheet 1
17. Flight Path Recovery Map 1"=2000ft. Sheet 2
18. Contoured Airmagnetic Data Map 1"=2000ft.
Sheet 1
19. Contoured Airmagnetic Data Map 1"=2000ft.
Sheet 2
20. Mylar 1"=2000ft. Flight Path Sheet 1
21. Mylar 1"=2000ft. Flight Path Sheet 2
22. Mylar 1"=1000ft. Flight Path Sheet 1
23. Mylar 1"=1000ft. Flight Path Sheet 2

12-28-89
12-28-89
12-28-89
12-28-89
12-28-89
12-28-89

12-28-89

12-28-89

12-28-89

12-28-89
12-28-89

12-28-89

12-28-89
12-29-89
12-29-89
12-29-89
12-29-89
12-29-89

12~29-89

Destination

ba o e offfa sfife sife o

=

g ggIT = o ol o
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fa ofibe ofifta ofifa of

Matthews
Matthews
Matthews
Matthews
Matthews
Matthews

Matthews
Matthews
Matthews

Matthews
Matthews

Matthews

Matthews
Tubourg
Tubourg
Tubourg
Tubourg
Tubourg

Tubourg

Matthews
Matthews
Matthews
Matthews




24,
25,
26.
27 .
28.
29.
30.
31.
32.
33,
34,
35.
36.
37.
38.
39.
40.
41.
42.

43.
44,
45.
46.

47.
48.
49,
50.
51.
52.

53.
54,

55.
56.
57.
58 .

59.

ccC

Mylar
Mylar
Mylar
Mylar

1"=2000ft.
1"=2000ft.
1"=1000ft.
1"=1000ft.

Contours
Contours
Contours
Contours

Sheet 1
Sheet 2
Sheet 1
Sheet 2

Resurvey 1974 1"=2000ft. Print
Memo 8-8-86
Memo 8-8-86

Memo 8-8-86

Air Mag Geodata
Figure 5 Elliot
Figure 6 Elliot
Figure 7 Elliot
Figure 8 Elliot Memo 8-8-86
Figure 9 Elliot Memo 8-8-86
VLF Profile 1"=200ft. Sepia
VLF Interpretation 1"=200ft.
Mag Interpretation 1"=200ft.
Mag Profile 1"=200ft. Print
Noranda 1981 IP Survey Plan 1"=200ft. Print
Noranda 1981 IP Interpretation 1"=200ft. Print
Geodata 1971 IP Results 1"=2000ft. Print
McEldowney-White Geology 1"=2000ft. Print
McEldowney-White Geology 1"=1000ft. (2 Sheets)
Print

Geology w/Topography Mine Area 1"=200ft. Print
Geodata Drill Hole Logs Indian Buttes 9 Holes
Geodata IP Survey Plots Quantity - 10 Sheets

1 Ozalid print of Air Photo of Immediate Vulture

Print
Print

Scale 1"=2000"

1 Set Edcon Magnetic Profiles 1"=1000’

1 Set Elliot Magnetic Profiles 1"=200’

1 Set Elliot Magnetic Profiles 1"=1000’

1 Set of Physical Property 1" Core Samples

1 Set Edcon Flight Recovery Maps (work copies)
1 Set Edcon Flight Recovery Air Photos

(work copies)

1 Final Report Edcon Air Magnetic Survey 5-86
1 Set Elliot-Dickerson and Elliot-~White Memos
9-86 to 12-86

1 Set Noranda Geology Map Legends

1 Notes on Vulture by B.F. Dickerson 1984

1 Elliot Map Showing Air Magnetic Lines Over
Immediate Vulture Mine Area 7-15-86 1"=200’

1 Air Magnetic Contour of Immediate Vulture
Mine Area 1"=200’

1 Flight Line Blow Up of Immediate Vulture
Mine Area 1"=200"

Sincerely yours,
ELLIOT GEOPHYSICAL CO.,
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1-2-90
1-2-90
1-11-90

1-11-90
1-11-90
1-11-90
1-11-90
1-11-90
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A.F. Budge (Mining) Limited

4301 North 75th Street
Suite 101
Scottsdale, AZ 85251-3504

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

April 6, 1990

Stanley W. Holmes

President

Arizona Explorations, Inc.

Exodyne Business Park

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 yours,

B - ./
Yl (’{J S
Ronald R. Short
General Manager

s

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




ARIZONA EXPLORATION INC.

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.

1e They are most anxious to know how the
negotiations are proceeding with respect to
paragraph I of the Letter of 1Intent
involving A.F. Budge and the 1lease 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 1Intent - 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 1if 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

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



planning, staff, survey”s, consultant”s and related work. It is
therefore, most important that the above negotiations are
successfully concluded.

Kindest re s,

e

Stanley W. Holmes,
President

SWL/bjg

CC: Placer Dome U.S., Inc.
American Barrick Resources Corp.
Ronald R. Short
Michael Urman
Hans Matthews
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MILLSAPS MINERAL SERVICES, INC.

June 4,1990

Mr. Brian E. Disbury
Manager Raw Materials
Cyprus Copper Company
2100 East Mineral Circle
Englewood, Colorado 80112

Dear Mr. Disbury:

Thanks for seeing me on May 31,1990 concerning A.F.
Budge Mining Ltd purchasing sulfuric acid from Cyprus Copper
Company and selling silica flux material and cement copper
to Cyprus Copper Co.

As you suggested, acting as agent for A.F. Budge
Mining, Ltd. I have worked out a proposed smelter schedule
for the silica flux material. This is of course negotiable
so we would appreciate your reactions to it, and possibly a
counter proposal if this is not satisfactory to Cyprus
Copper Co.

A.F. Budge is prepared to furnish a sample of the flux
material for analysis so that you may evaluate it for your
use. If you will let know me where to send it I will arrange
for you to get it.

A.F. Budge Mining Ltd. is ready to to commence delivery
of this silica flux at your convenience.

3865 WASATCH BLVD., RM. 202, SLC, UT 84109 (801) 277-7130 OFC. (801) 278-3320 FAX #



A.F.Budge Mining Ltd is looking to begin production of
cement copper during the last guarter of 1991, or the first
quarter of 1992. As the date of production becomes more
definite I will keep vyou informed as to when acid will be
required and cement copper will be produced.

On behalf of A.F. Budge Mining Ltd I want to thank you
for your interest.

Very truly yours,
ey TN e

i
Frank W. Millsaps

copy: A.F. Budge Mining Ltd.



MILLSAPS MINERAL SERVICES, INC.

June 6,1990

A.F. Budge ( Mining) Ltd U.S5.A. is prepared to supply a
gold bearing silica flux material delivered by truck to the
Cyprus Copper Company Smelter at Inspiration Arizona.

The silica material to be furnished will have the
average following characteristic:

Moisture 3 to 3.9%4
Silica 87 to 1%
Iron 3 to 3.5%
Copper 0.350%

Gold Q.30 oz/ton
Silver 1.50 oz/ton

All material will pass a 10" square grizzley, with
about S50% passing 10 mesh.

We would 1like to propose the following terms, subject to
negotiation.

Deliveries maximum 3500 dry tons per month, deliveries
by truck at 27+ tons mine run material per truck. Deliveries
to be made & days per week, if needed.

Payments and Deductions:

Silica: No. pay for flux assaying between 85%Z and 8%9%
silica
Pay ¥ 1.05 /ton/unit on all over 89% silica
Deduct § 1.05 /ton/unit on all under 85%Z Silica

Iron: Deduct # 1.00 /ton/unit on all over 5% Iron

Copper: Pay for all if over 1.00%Z at 734 Metal week
gquotation. No. pay if less than 1.0%

Gold: Deduct 0.015 oz/ton pay for ?3%Z of balance at
Handy and Harmon quote on day of receipt

Silver: Deduct 0.20 oz/ton pay 95% of balance at Handy and
Harmon quote at day of receipt

Day of Receipt being day Cyprus Copper Company samples lot.

3865 WASATCH BLVD., RM. 202, SLC, UT 84109 (801) 277-7130 OFC. (801) 278-3320 FAX #



Addition Terms:

Smelter lots to consist of not more than 30 truck
loads.

Cyprus Copper Company to pay 204 of settlement 10 days
after receipt of material. Balance to be paid 10 days after
settlement.

A.F. Budge Mining Ltd to pay all freight on shipments
to Cyprus Copper Co.

Cyprus Copper Company to forego any smelting charges on
any material which falls within these specified parameters.

A.F. Budge retains rights for representation at the
smelter, or other designated location Ffor purpose of
observing weighing and sampling of the material. Samples of
all lots to be Afurnished to A. F. Budge regardless of
representation.

Splitting differences to be established to the
satisfaction of both parties.

Settlements to be at convenience of both parties.

Umpire list to be furnish to A. F. Budge Mining Ltd. by
Cyprus Copper Company. For approval by A.F. Budge.










MARQUETTE MINERALS, INC.

1546 CoLE BLvp. RAYMOND P. HEON
BLoa. #5 - SuITE 250 PRESIDENT AND CHIEF GEOLOGIST
GOLDEN, CO 80401 (303) 232-6030



