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T~ OPTION AND LEASE AGREEMENT

BY THIS OPTION AND LEASE AGREEMENT

effective as of the 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. 1278744) 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 under the
following terms and conditions:

L s Recitals

Lessor 1is 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 fter exercise of 1its option, Budge shall
thereafter have the right to conduct Mining Activities to
produce, process and market Leased Substances during the term
hereof.

b. Definitions - The words and phrases used 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, o0il, 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 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 1in 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: ., ST remAn cnbe@ S vl o/
Yot €xiTMY STEEC Tler  pendct—

-— to p}ace*__ggggifuct, maintain, use, and

emove such structures, facilities, equipment,
roadways, haulageways amd 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 eﬂ v
any other ores produced off the Property, provide A

that Budge shall first weigh, sample, and assay the wive N bosed
Leased Substances in accordance with recognized ) oV Compek or

industry practice;
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-- to conduct any mining upon the Property and 5€fﬂ9&éq

Budge's mining of adjoining or nearby lands as a
single mining operation as if the Property and all
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such other properties constituted a single tract of
land, in which event Budge shall have the exclusive
right to use structures, facilities, equipment,
roadways, haulageways, and all other appurtenances
installed on the Property for the purpose 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 shafts,
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; provided
that materials from other lands may not Dbe
deposited on the Property if it would interfere
with potential mining operations on the Property.

—= %ﬂr‘&'—, Goree Qe \/\Q)gwwﬁé \\ro o prowed Q@wi)z‘[‘l.o:_) l'\

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 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 1long thereafter as Leased Substances
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.

4. Payments to Lessor

a. Option Payments - Budge shall pay Lessor Six
Thousand Dollars ($6,000.00) per month in order to keep its
option to lease in full force and effect. Such payment shall
be payable monthly three months in advance. The first
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payment consisting of Eighteen Thousand Dollars ($18,000. 00)1: § !

and representing the payment for the months of #eguss,
September, and October, 1984, shall be payable upon execution
of this Agreement.

b. Advance Minimum Royalty - At such time Budge
exercises its option to lease the Property, the option
payments made to Lessor under the provisions of subsection a
above shall constitute an advance minimum royalty. Budge
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shall thereafter pay Lessor rey Dollars
per month as an advance minimum royalty payable in the same
manner as set forth above. Such advance royalties shall be a i%ég;;;

credit insofar as they will go toward any monies due Lessor
under the provisions of subsection c of this Section 4.

LoV~

c. Production Royalty - If Budge mines and markets

i Leased Substances from the Property, Budge shall pay to
Lessor a production royalty of a specified percentage of the

NSR. - s" received by Budge from the sale or other

gposition 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 the date of
sale as follows: If gold is $400 or less, 6%; $40l1 to $600,
7%; $601 to $800, 8%; $801 to $1,000, 9%; $1,001 to §1,200,
10%; $1,201 to $1,400, 11%; $1,401 or more, 12%. The term
"Net Returns" shall mean the total dollar value received from
the purchaser of Leased Substances, less: &
o ——
. (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, everanee, gross production, privilege or
similar taxes assessed—en_ Or in connection with the ore or
measured by the value thereof; and (d) the cost of trans-
poxtation from the Property to the purchaser.

(2) in the case of leaching or ofM solution 9,
mining—techniques in addition to the—deductions specified in ™~
(1) above, all processing—and recovery costs incurred beyond
the point at which e leaching reagents are appiied to the

re being sated (including the cost of reagents) shall be
G 1 3

\ deducted from in

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 computed
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.
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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 th

ereof
shall be deemed timely payment hereunder. é§§§\~ :Ziﬁé i

£. Fractional Interest - All paymerts under th&e=—
Agreement, unless specified otherwise, ax€_hased on a grant
by Lessor of full undivided rights ato the Property.
If Lessor's interest in the Prope 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.

S5t Inspection

Lessor and its agents authorized in writing, at Lessor's
risk and expense, may (1) enter upon the Property to inspect
the same at such times and upon such notice to Budge as shall
not 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 - 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.

c. Protection from Liens - Budge shall pay all
expenses incurred by it in its operations on the Property
hereunder and shall allow no liens arising from any act of
Budge to remain upon the Property; 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.

4. Indemnity - Budge shall indemnify Lessor against
and hold Lessor harmless from any suit, claim, Jjudgment or
demand whatsoever arising out of negligence on the part of
Budge in the exercise of any of its rights pursuant to this
Agreement, provided that Lessor, or any one of them, or any
person or instrumentality acting on its behalf, shall not
have been a contributing cause to the event giving rise to
such suit, claim, demand or Jjudgment. 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 t t the amoum?’=$3éi'
of such pro taxes from _the Qoll € vt

received from the purchaser of Leased Substances 1in the
mﬁmm
g%}iiE%i%%:Eiﬁéégg_iéEfIEEEGT_gﬁEI1 pay, before delingquency,
a [9) S 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 delingquent 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.

f. Work Requirements -

(1) Budge agrees to perform assessment work
(unless excused, suspended or deferred) for the benefit of
the unpatented mining claims included within the Property for
each assessment year during which this Agreement continues in
force beyond July 1 of the applicable assessment year. The
work performed shall be of a kind generally accepted as
assessment work, and Budge shall 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.~Y\noce Ao P ottt sl 3% 4l P"g@“’:@ .9‘&:{—(:& lesses
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(2) buring the term of the Option, Budge shall
expend in the conduct of exploration ("Work") not less than
Thirty-Five Thousand Dollars ($35,000.00). The nature, place
and conduct of such Work shall be at the sole discretion of
Budge, so long as such Work benefits the exploration,
development or mining of the Property. The amount of the
expenditures shall be determined by the direct cost to Budge
of Work performed, the salaries, expenses and benefits burden

of Budge's employees or consultants performing Work. .

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 undivided
title to the Property, including the surface and mineral
estate, and has the exclusive possession thereof; (2) insofar
as the Property includes unpatented mining claims, the claims
have been located and 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 specified in Exhibit A,

st




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.

C. Title Defects, Defense and Protection - If -- (1)
in the opinion of counsel retained by Budge, Lessor's title
to any of the Property is defective or 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 1litigation 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 attorne-'s fees and the
cost of releasing or satistying 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 >ugpatented claims which are subject to this

Agreement ich.Budge, ip.its sole discretion deems advisable
to amend Or relocate. udge shall not be liable to Lessor Vﬁ/
‘connection with ocation of such claﬁms,@zP o /,
f. Patent Proceedings - Upon request of Budge at any‘é;‘ﬁ?%7
time or times during the term of this Agreement, Lessor /y#<s
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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 proceedings subsequent
thereto. If Lessor begins such proceedings and Budge
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
roceedings prior to its request to discontinue or prior,to
p gs p q }lvp/w¢5
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termination, whichever occurs first. l&&&_ﬁé?ﬁ%gfﬁ
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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. 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
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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.

&C
b. Termination by Budge - Budge shall hav £)4%
to terminate this Agreement at anyg—tgme—by Vwritten notlce e
from Budge to Lessor. From and after the date

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 surface
and improvements thereon.

T Removal of Property - Upon any termination or
expiration of this Agreement, Budge shall have a period of
oaa;ifiEisar‘from and after the effective date of termination
i thi the Property all of its
i facilities, equipment and
other pro’ti — ature 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 Budge may still
be required to remove such property upon notice from Lessor

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

9. Notices

Any notice or communication required or permitted here-
under shall be effective when personally delivered or
deposited, postage prepaid, certified or registered, in the
United States mail to the addresses specified above. 1In the
case of notice to Budge, duplicate notice shall be given to
DMEA Ltd., 4203 N. Brown Avenue, Suite F, Scottsdale, Arizona

-10-




85251. Either party may, by notice to the other given as
aforesaid, change its mailing address for future notices.

10. Binding Effect; Assignment ‘L‘.[a(,\_/ PE— mf_/hf\{r(w(f S)b_%;

; %W
The rights|of r party -hére ay be assigned in

whole or in part) and the provisions hereof shall inure to the
benefit of and be binding upon the heirs, personal repre-
sentatives, Dbeneficiaries, successors and assigns, but no
change or division of ownership of the Property or payments
hereunder, however accomplished, shall operate to enlarge the
obligations or diminish the rights of Budge hereunder. No
such change or division in the ownership of the Property
shall be binding upon Budge for any purpose until the first
day of the month next succeeding the month in which such
person acquiring any interest shall furnish evidence to
Budge's satisfaction of such change, transfer or division of
ownership.

1ll. 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 1liability,
from performance of its obligations set forth 1in this
Agreement (except as to obligations set forth in bections 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,
acci fire _facilities troubles,

[=3

requirements of courts or government agencies,
to obtain environmental clearance or operating
may be equired—by —governmental authorities, or 1 he
prevailin levels of operating costs in—F i
i : i i v 1mpractical)
forl Budge to_conduct—production operations: I T Ssly
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, oOr any
operations of Budge hereunder.

12. 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 official
records of Maricopa County, Arizona.
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13. Construction

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

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

-12-




STATE OF ARIZONA )
) ss.
County of Maricopa )

The foregoing instrument was acknowledged before me this

day of , 1984, by A. F. Budge, the

Chairman of A. F. Budge (Mining) Limited, a registered

corporation under the laws of England, for and on behalf of
the corporation.

My commission expires: Notary Public

STATE OF ARIZONA )
) ss.
County of Maricopa )

The foregoing instrument was acknowledged before me this

day of , 1984, by Larry W. Beal, the

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

My commission expires: Notary Public

-13-




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, and 36, Township 6 North, Range 6 West, and Sections
16, 17, 19, 20, 21, 28, 29, 30, 31, and 32, Township 6 North,
Range 5 West, G&SRM, and are more particularly described as
follows:

Patented Lode Mining Claims:

Name of Claim Mineral Survey No.

Jane Elmore
Astor
Talmadge
Sherman

Van Buren
Custer
Elmore
Conkling
Sheridan
Pit Gold
Vulture Extension
Gold Nugget
Canon City
Hamilton

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 #
Name of Claim Book Page A MC




Mrcpa Cty Rcds BLM Serial #
Name of Claim Book Page A MC
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Unpatented Placer Mining Claims:

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 BLM Serial #
Name of Claim Book Page A MC
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LOCATION

The Congress Mine lies in the southeastern part of Yavapai
County, central Arizona. The property occupies parts of
Sections 10, 11, 14, 15, 22, 23, and 24 in T.10N, R.6W and
Section 18, T.10N, R.5W.

It is situated along the southeastern edge of the Date Creek
Mountains at an elevation of 3,400 feet above sea level.

HISTORY AND PAST PRODUCTION

The original Congress claims were located in 1887. A 20-stamp
mill was constructed to process the ore and was operated until
1891, at which time a three-year shutdown occurred.

Work resumed in 1894 by the Congress Gold Company, which now
enjoyed the convenience of a rail spur off the then recently-
completed Phoenix to Prescott line. The mill was expanded to
40 stamps, At this time the No. 2 Congress shaft was 1000-feet
deep with stoping restricted to above the 650 level.

The mine operated continuously from 1894 to 1911. During this
period the cyanide process was introduced to greatly improve
recoveries and another 40 stamps were added. The total official
tonnage shipped or milled during this period is recorded as
692,332 tons, of which 370,022 tons were mined from the Congress
vein with an average recovery of about 0.70 opt Au, 293,215 tons
with an average recovery of about 0.415 opt Au from the Niagara
vein, and 20,125 tons at 0.40 opt Au from the Queen of the Hills
vein. A total of 388,477 oz. of Au and 345,598 oz. Ag were
recovered. In addition to the above totals, substantial values
were left in the mine fills and ore dumps.

From 1911 to 1935 operations at Congress were principally
confined to retreatment of small portions of the mill tailings

and ore dumps and robbing pillars. An estimated 50,000 tons of
dump and tailings were treated.

A 300 TPD counter-current cyanide mill along with a power plant
was erected in 1937. From 1938 to 1942, 385,505 tons of
material (276,372 tons from tailings, 106,629 tons from dumps)
were treated. The mill head averaged 0.094 opt Au with a
recovery rate of about 69%.

The property saw very little production from 1942 to the
present. Around 1980, with the gold price rise, a heap leach
operation of crushed dump rocks operated for several years.




LOCAL GEOLOGY

LITHOLOGY

The Congress Mining District and surrounding Date Creek
Mountains are comprised almost entirely of Early Proterozoic
granitic intrusive rocks belonging to the 1320 m.y. to 1460
m.y. central Arizona batholith. The granitic rocks range in
composition from coarse-grained granite to granodiorite and
contain swarms of coeval pegmatite and aplite dikes comprising
10 to 15% of the rock unit. The granite also contains numerous
house-size inclusions of partially digested metasediments
(gneiss, biotite schist and quartzite). A few small lenses
and dike-like amphibolite ‘bodies of probably early Proterozoic
age also cut the granite.

The Proterozoic granitic rocks have been intruded by four types
of younger dikes that are, from oldest to youngest: east-west
trending "greenstone" diabase dikes; northwest trending andesite
porphyry dikes; northeast trending latite porphyry dikes; and
northeast trending rhyolite dikes (previously termed alaskite).

Previous workers in the district have considered the greenstone
dikes and gold mineralization Tertiary in age. However, a Late
Proterozoic age (1080 m.y. to 1180 m.y.) has not been ruled out
for the dikes or mineralization. The andesite, latite and
rhyolite dikes are all post-mineralization.

STRUCTURE

Foliation in Precambrian igneous rocks is indistinct and variable,
but an east-west strike and northerly dip appear to be the most
common attitude observed in the area. Older metasedimentary
inclusions in the granite have a N35°W foliation, coincident

with the regional grain of the area.

There are at least six recognized periods of fault movement in
the Congress area. From oldest to youngest, they are:

l. Minor pre-mineral thrusting from the north in Precambrian
granite dipping 20° to 25° north (Congress Vein);

2. Pre-mineral west-northwest faults, dipping 40° to 45° north,
(Niagara Vein);

. Minor post-mineral movement on west-northwest thrust faults;

. Cenozoic normal faults, striking N20°W to N30°W;

. Cenozoic normal faults, striking N30°E to N50°E;

. Basin and Range faulting striking NO°W to N20°W.

oUW

The minor east-west trending, north dipping thrust faults
appear to be the oldest of the six main periods of faulting




and are probably Late Proterozoic or Early Tertiary in age.
Thrusting appears the simplest explanation for these shallow
dipping greenstones. The amount of displacement on the thrusts
is not known, but is probably small.

GOLD MINERALIZATION

The Congress Mining District has produced a minimum of 388,000
ounces of gold from relatively high-grade ore shoots in hypogene
auriferous quartz veins. The district ranks second in primary
gold production in Arizona. Essentially all of the district's
gold production has come from two vein systems: The Congress
and Niagara veins.

CONGRESS VEIN

The location of the Congress ore shoot was controlled by the
intersection of the Congress greenstone dike with the Cross
vein. This line of intersection accounts for the northerly
rake of mineralization along which stoping was conducted nearly
continuously down to the 3100 level and exploration with minor
production to the 3900 level. The orebody obtained a maximum

width of 1300 feet on the 650 level. Ore widths varied in the
shoot from 3 to 7 feet.

The location and strength of quartz veining in the Congress
vein was controlled by pre-mineral movement that broke and
shattered the greenstone and granite providing open spaces

for auriferous quartz-pyrite deposition. The pre-mineral
displacement between the hanging and footwalls of the Congress
dike was probably small, but sufficient to provide enough
fracturing to act as a favorable conduit for the circulation
of hydrothermal fluids. There is no reported change in vein
mineralogy between the surface and the deepest mine workings,
excluding surface oxidation.

NIAGARA VEIN

The Niagara vein strikes west-northwest, dips 41° north, and
is located about 250 feet south of the Congress vein. The
Niagara vein is a mineralized fault cutting Precambrian
granitic rocks. Unlike the Congress vein, which it parallels
in outcrop, the Niagara vein does not follow a greenstone dike
and has the steeper dip, characteristic of most of the quartz
veins in granite. The Niagara vein has been mined in four
different areas along a strike length of 4000 feet.




The character of the Niagara vein ranges from a narrow zone

of broken and hydrothermally altered granite with a little
disseminated pyrite, to massive quartz vein material up to 14
feet thick with sharp wallrock contacts. In Niagara ore zones,
the quartz vein averages 3 to 5 feet in thickness, usually with
an additional 3 to 5 feet of altered granite wallrock containing
a large proportion of quartz stringers and veinlets. The"
quartz stringer zone commonly constitutes ore grade material.
The mineralogy of the Niagara vein material is similar to the
Congress vein and consists of quartz, carbonate, pyrite, galena,
chalcopyrite, hemitite, gold and silver. The galena and silver
content is higher and the average gold grade is lower than in
the Congress vein.

STRUCTURAL ORE CONTROLS

Pre-ore faulting and secondary permeability within the vein
hosting structures appear to be the most significant structural
controls on mineralization. portionsof the east-west trending
greenstone dikes and east-west trending 40° north dipping faults
were open to circulating hydrothermal solutions during the
mineralizing period. Undulations and dialations in the walls

of mineralized structures also appear to have increased
secondary permeability and consequently, mineralization.

CHEMICAL CONTROLS

Wallrock chemistry does not appear to be as important a factor
in controlling mineralization as structure. The higher mafic
content of the greenstone dikes may in part account for the
higher overall grade of the Congress vein ore. It has been
noted in drill cores from the Niagara vein that pegmatitic
wallrocks are generally less favorable for good ore (pyrite)
deposition than granite wallrocks, and that a higher mafic
content of the granite (granodiorite) generally corresponds

to higher gold content.

VEIN MINERALOGY

The auriferous quartz veins are composed predominantly of vein
quartz along with variable, but generally minor, amounts of
carbonates. Pyrite, galena, and chalcopyrite are the only
sulfides megascopically identifiable. Molybdenite has been
tentatively identified in trace amounts. Reddish-brown hemitite
is locally abundant as an oxidation product of pyrite. Gold
probably occurs as micron-sized particles in pyrite.



NEW NIAGARA OREBODY

OREBODY CHARACTERISTICS

The Niagara orebody appears to be a classic fissue quartz vein
deposit. The vein structure stikes N45°W and dips at about
41° to the northeast. The main ore shoot is oblique to the
strike and dip of the structure, trending east-west. Several
subsidiary shoots deviate from the main shoot.

Mineralization and Alteration

Mineralization in the new ‘Niagara orebody is similar to areas
previously mined in the Niagara structure. Mineralization in
the orebody occurs in two basic styles, with the one common
denominator observed in all mineralization being the presence
of quartz and pyrite. High grade (+1 opt Au) mineralization
will contain 10 to 25% sulfides over two feet. The higher
grade mineralization usually occurs as a discreet vein of
massive quartz from 1 to 14 feet thick with minor amounts of
sulfides. The second style of mineralization has been termed
the quartz stringer zone. The quartz stringer zone consists of
20 to 70% quartz veinlets flooding altered wallrock. The zone
is generally lower grade to barren and usually envelopes the
main quartz vein both on the foot and hanging walls.

As no definitive alteration analysis has been conducted on the
core, the breakdown of alteration types is tentative, based only
on visual identification. Alteration associated with minerali-
zation appears to be relatively simple. Chloritic/propylitic
and argillic alteration are the most common alteration types.
The chloritic alteration assemblage consists of chlorite +
quartz + pyrite that grades into propylitic alteration with

the addition of epidote. Both the chloritic and propylitic
alteration assemblages, which are closely associated, may
contain carbonate, clay, K-feldspar, magnetite, biotite,
sericite, and fluorite in minor amounts.

The chloritic/propylitic assemblage extends anywhere from a

few inches to 50 feet away from the vein, with the average
being less than 15 feet. The width of alteration is largely
dependent on the degree of structural preparation. Alteration
intensity decreases away from the vein. The alteration zone

is widespread at the base of the main ore shoot and becomes
much more narrow updip from the shoot and upper parts of the
shoot itself.

Argillic alteration does not appear to be associated with
mineralization, but with post-ore structures. The argillic
alteration is very pale green to white in color and is closely
restricted to structures.
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DAWSON P. 0. Box 7685

METALLURGICAL Murry, Utsh 84107
LABORATORIES, INC. Phone: 801-262-0922

January 31, 1984

Mr. Terry Downing
6594 South Race Circle East
Littleton, Colorado 80121

Subject: Projected Testing on Tailihgs and Pit Ore from the Vulture
Mine. :

Dear Terry:

We were pleased to hear from you relative to your plans to operate
the Vulture Mine in Arizona. We understand that you want laboratory
testing conducted to further evaluate heap leaching. If we can be
of service, we would be pleased to work with you on this investiga-
tion.

From our discussion I understand that you want to evaluate heap
leaching on the stamp tailings after agglomeration, heap leach on
the pit ore without agglomeration (if possible) and heap leaching
on a blend of pit ore and stamp tailings.

We would recommend that the following series of tests be conducted:

A, Stamp Tailing
1. Bottle roll amenability test to determine maximum expect-
ed recovery as well as lime and cyanide consumption.

2. Column leach on agglomerated tailing using quick lime and
cement with cyanide added during pelletizing.

B. Pit Ore

1. Conduct bottle roll leach amenability test on the ground

ore to determine maximum extraction, as well as cyanide and lime con-
sumption.

2. Conduct bottle roll leach test on ore crushed to minus

- 1/2 inch followed by assay screen analysis of residue to obtain indi-

cations as to size of liberation.

3. Conduct column leach on pit ore crushed to size indicated
effective in the bottle roll test without agglomeration, if possible.

C. Pit Ore - Tailing Blend
1. Conduct column leach of blend of pit ore and tailing (up
to 30% tailings) without agglomeration,if possible.




January 31, 1984
v Projected Testing
Page -2-

An outline of general test procedures for the amenability testing is
attached along with estimated charges.

Based on these estimated charges we would estimate the cost of the
program as outlined above as follows:

2 Bottle Roll Leach Tests @ 300.00 600.00
1 Bottle Roll Leach Test followed
by Assay Screen Analysis of :
Residue @ 600.00 600.00
3" Column Leach Tests @ 1,500.00 4,500.00

Estimated Total Cost $5,700.00
1f there are any questions, please contact us.
Good luck with your ventures.

Very truly yours,
DAWSON METALLURGICAL LABORATORIES, INC.

PR 2 S

Harmel A. Dawson,
President

cw

HAD-cac




DAWSON P.0O.Box 7685

METALLURGICAL Moy, Utan 84107
LABORATORIES, INC. Phone: 801-262-0922

January 1984

Outline of Test Procedures for
Initial Amenability Cyanide Leach
Evaluation

In our testing we generally recommend that first a bottle roll test
be conducted to evaluate amenability to cyanide leach. 1In this test-

. ing 1000 grams of ore is ball mill ground to about 70% minus 200 mesh.

Then, after adjusting the pH with hydrated lime to about 11.0, the
slurry is bottle roll leached at 50% solids starting with 10 1b NaCN
per ton solution. After leaching the weighed slurry is filtered to
obtain a leach solution. Then the residue is given three displacement
washes, dried and weighed. The leach solution volume is determined

by slurry weight less residue weight. The leach solution and residue
are fire assayed for gold and silver. All assaying is conducted by
qualified assayors in duplicate. The leach solution is assayed for
lime and cyanide content. From the feed and product weights and assays
calculated head assay, extractions and reagent consumptions can be
calculated.

The results of the amenability testing indicates probably the maximum
extraction that could be anticipated and about what reagent consump-
tions that could be expected. Further testing would be necessary to
optimize leach conditions.

If the results from the amenability testing are positive, then testing
could be conducted to obtain indications as to size of crush or grind
for effective leaching. We have found that a large bottle roll leach
test (about 5 kg) on unsized ore crushed to about minus one inch follow-
ed by an assay screen analysis of the residue would give good indica-
tions as to the size crush required.

Then, if the results indicate leaching at relatively coarse particle
size is possilie, column leaches could be set up to evaluate the feasi-
bility of heap leaching. In the column leach the crushed rock, with

_pelletizing if necessary, is placed in a column and cyanide solution

is trickle flowed through the columns. Daily solution samples are
taken and assayed to evaluate the rate of leaching.

Charges are based on the time required to conduct the service and a

" schedule of our current charges is attached. We estimate that a bottle

roll amenability test would cost $250 to $300.00, bottle roll followed
by assay screen analyses of residue would cost $550.00 to $600.00, and

a column leach $1,200 to $1,500 with additional charges for assay screen
analysis of the residue, if required.

At least 6 lbs of representative ore would be required for the initial
amenability testing, 25 1lbs for bottle roll leach followed by assay
screen analysis, and depending on the particle size required for leach-
ing 250 to 800 1b would be required ‘for column leaching.



DAWSON P.0O. Box 7685

5217 Major Street
METALLURG'CAL Murray, Utah 84107
LABORATORIES, INC. Phone: 801-262-0922
May, 1982
METALLURGICAL LABORATORIES
SCHEDULE OF CHARGES
1. Laboratory charges are based on the time required to perform the

services and the type of work involved. Work conducted by fully
qualified metallurgists is charged at $40.00 per man hour, that
performrsl by laboratory technicians is charged at $25.00 per man
hour, and $15.00 per man hour for laboratory time.

Charges for field consultation are based on $400.00 per day plus
travel time, living and travel expenses.

. Assaying is performed by an outside, independent assay laboratory

and charges for this service, as well as any other outside services
required in a laboratory investigation, are at actual cost, plus
a 10% handling charge.

The minimum charge for laboratory work is $250.00 if testing is
actually conducted. This does not include assaying, special

analyses, or miscellaneous outside charges.

Charges are invoiced at the completion of an investigation or

~ monthly, depending on duration of testing, provided credit is

established. Total estimated fees are payable in advance in the
absence of acceptable credit references.

DAWSON METALLURGICAL LABORATORIES, INC.
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July 19, 1982

Mr. Donald M. Duncan g Yy
2555 Sharon Way
Reno, Nevada 89509

Dear Mr. Duncan:

At_ your request I visited the Vulture Mines Operation
on July 7 and the following are my observations and suggestions:

In my brief visit I was not able to become familiar with
the geology except in a very cursory way. There is no positive
evidence regarding the origin or age of the deposit, but the

‘% strong mineralization (as indicated by the areas which have
been mined) falls in a1 more or less continuous, straight zone
which seems to cut across Precambrian stratigraphy, and this

a possible Tertiary age, but there is also evidence for Precam- : f
brian age. Final resolution will have to wait for detailed mapping "
and age determinations, but this will be worth doir; because

it may be helpful in Prospecting other gold occurrences in the
vicinity.

‘Suggestions which occurred to me during the wvisit were
mainly in the avea of how best to look for a second Vulture ¢t
deposit in the vicinity. Since the Vulture orebody itself was
relatively narrow the first step in trying to find a similar,
but blind or buried deposit, would be fto attempt to expand the
target width of the known deposit. It might be possible to do
this by mapping a recognizable silicate alteration halo in the

the presence of one or more trace element dispersion halos in
the walls of the Vulture orebody. Elements to<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>