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November 25, 1987

Ms. Carole A. O'Brien

Coordinator

A. F. Budge (Mining) Limited

7340 E. Shoeman Lane, Suite 111 "B" E
Scottsdale, Arizona 85251

Dear Carole:

Following is our proposal for an analysis of reopening either
the Audrey Shaft or the Josephine Tunnel. Based on conversations
with Joe Fernandez, we will limit this study to the cost

of refurbishing either the shaft or tunnel, with operational
factors being taken into account at a later date. In order

to accurately estimate the costs involved, physical inspections
of both the shaft and tunnel will be conducted, to the extent
that safety and cost factors permit.

The Audrey Shaft will be inspected from the 800 to the 1300
levels using our rope system; however, I do not believe it

to be cost-effective to inspect above the 800 level at this
time. As shown in Exhibit A, there is no entry into the Audrey
from the collar down to the 800 level. This distance of 575
feet is too great to cover with climbing ropes, or a wench
truck for that matter. A small hoist and headframe would

have to be temporarily set-up for the inspection, the cost

of which would be excessive. I believe it is practical to
assume the Audrey is in good condition above the 800 level
(where it has not been disturbed by entry and ground conditions
are better) IF we find it in good condition through the lower
levels.

The cost of performing this inspection is outlined below.

I. Manpower and Per Diems. $1800.
II. Purchases and Rentals. 408.
IIT. Travel. 260.
TOTAL $2468.

Due to the relatively long time required to drain caves in
the Josephine Tunnel, I plan to spend a day with one of your
crews training them to do the drainage work safely, with
someone reporting back to us on progress. Once water levels

—-continued-
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in the tunnel are acceptable, I would return with Dave Aker

to conduct the inspection, which would include detailed measure-
ments of caved areas and plans to catch the ground. Cost

for this inspection would be:

I. Manpower and Per Diems. $1950.
II. Purchases and Rentals. 576.
IIT. Travel. 521
TOTAL $3047.

Once inspections are complete, a final report would be drafted,
costing:

I. Engineering, Research. $ 720.
IT. Datagathering. 840.
III. Drafting of Report. 1470.
TOTAL $3030.

Costs for the entire program total $8545. If you have any
questions, please don't hesitate to contact me.

RQSpectfully submitted,
[t ‘;),;, i~ //5441 v-r"éé;i__w
D. L. Maxwell

P. O. Box 3026
Silver City, N M 88062
(505) 536-9301

exhibit

xc: file.
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Morgan Station
809 "
902 "
911 ’

907 "

Weighted average

Average

Drill hole
Intercept

19
17
20
22

15

18.6

Average
Grade

Gold equivalent
@ 70:1

0.343
0.306
0.245
0.239

0.227

0.272




Hole No.

809-9

902-1

902-2

902-3

902-4

Example

911-1

Bit

Size

NQWL
NQWL

NQWL
NQWL
BOWL

HOWL
HOWL
NQWL
NOQWL

HOWL
HQWL
NQWL

HQWL
HOWL
NQWL

HOWL
NQWL

Rock No. of

Type
Diorite
Chert
Totals
Diorite
Chert

Chert
Void

Totals
Diorite
Chert
Diorite
Chert
Totals
Diorite
Chert
Diorite
Totals
Diorite
Chert
Chert

Totals

Chert
Chert

Totals

Feet

101
86

187

65
123
35
7

230

138

215

60

120

Cost
per ft.

$36.15
$56.15

$36.15
$56.15
$55.85

$37.15
$57.15
$36.15
$56.15

$37.15
$57.15
$36.15

$37.15
$57.15
$56.15

$57.15
$56.15

Drilling Total

Cost

$3,651.15
$4,828.90

$8,480.05

$2,349.75
$6,906.45
$1,954.75

$0.00

$11,210.95

$1,931.80
$3,886.20
$1,265.25
$2,133.70

$9,216.95
$1,300.25
$4,400.55

$289.20
$5,990.00
$1,857.50
$1,543.05
$7,748.70

$11,149.25

$3,429.00
$3,369.00

$6,798.00

Hours

71

157

126

68

106

104
84

Drilling
Hours

71

148

112

59

102

100
80

Hourly
Advance

2.63

Actual Actual
Per Ft. Per Hr.
Cost Cost
without without

supplies supplies

$45.35 $119.44
$48.74 $75.75
$47.76 $82.29
$49.92 $101.53
$51.86 $109.31
$56.65 $67.98
$56.65 $84.98

Proposed
Charges

$87.35 per hour
$5.00 per foot
equivalent to:
$100.52 per hour
net

equivalent to:
$95.12 per hour
net

equivalent to:
$95.97 per hour
net

equivalent to:
$97.52 per hour
net

equivalent to:
$97.89 per hour
net

equivalent to:
$93.35 per hour
net

($1,343.20)

$2,866.85

$1,531.25

($236.35)

($1,164.55)

$2,537.00
$670.00

Total
Cost
of hole

$9,667.14

$15,138.08

$14,352.64

$8,434.40

$14,798.59

Overall
Cost
per ft.

$51.70

$65.82

$74.37

$70.29

$68.83



MEMORANDUM

TO: Carole A. 0'Brien v
FROM: R.W. Hodder and D.C. White
DATE: October 31, 1987

SUBJECT:  Review of current memoranda, drill holes 809-8 and 809-9, plus
902-1 and 902-2.

Introduction

Since our last joint review memorandum of September 3, 1987, 2 of 3 recommended
holes in the 809 zone have been drilled and 2 of 11 recommended holes have been
drilled in the 902 zone. The drive on the 950 level to the 911 drill station
has penetrated chert with gold in the south part of the 1205/Gold Stope zone and
is 20 feet north of the planned location of the 911 drill station. In addition
M. Janeck has commented on direct mining costs and because this comment contains
some misconceptions of previous work we begin with it.

1) M. Janeck memorandum of October 2, 1987.

Page 1, 5th paragraph, line 3, Mr. Janeck states "Reserves are considered as
drill indicated." This may be his consideration but it is not implied in our
statements to date except for the M-3 zone wherewe felt the density of drilling
and the construction of plans and vertical cross sections provided the control
for such a calculation. We have been careful to call estimates of .tonnage and
grade in zones other than M-3, "estimates of potential" as in Table 2, our memo
of September 3, 1987.

Also in the 5th paragraph, lines 6 through 9, Mr. Janeck notes an apparent
discrepency between a total potential of 468,000 tons of 0.22 ounces of gold
equivalent per ton in Table 2 and 532,000 tons of 0.21 ounces of gold equivalent
per ton in Table 3. There is no discrepency. Table 2 is titled "Comparison of
Successive Estimates of Potential in Verde Area" and the derivation of the
468,000 tons is explained as a potential for the Verde Area only. Table 3

is titled "Gold reserve totals for the UVX project, updated to September 3, 1987"
and the derivation of the 532,000 tons is shown as Verde area potential plus

that of the 1205/Gold Stope and the Florencia areas.

Page 2, 2nd paragraph, raises the problem of fire underground becuase of the
combustability of massive sulfide. There is an inference here that past operations
of UVX had fires or fire hazards. This was certainly so at the United Verde where
the main orebody was massive sulfide.. Fire did not occur at the UVX where
percautions were taken within the main copper orebody and where there is virtually
no sulfide mineral content in the silica-rich areas under current exploration.

We are distrubed to see this non-issue raised at a time when the real issues of
defining potential warrant full attention.

Page 2, 4th paragraph, Tine 2, "ore bodies in the vicinity 6f_11,600N; 6,900E are
rather flat...." Actually in this southeast part of the 809 zone dips are steep.

Although it is not our place to comment -on direct mining issues, they are impor-
tant in the definition of ore which is a joint exploration and engineering
function. Hence, we are concerned that Mr. Janeck's memo does not fully appreciate
what can go down or come up the existing shaft, as he suggests(page 2, last
paragraph) using stope jumbus and load-haul dumps which would be a problem to

get underground and (page 3, paragraph 7) that present plant capacity is 30 to
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50 tons per 24 hours. This tonnage is currently hoisted in just a few hours.
Consideration of a new shaft throws a new 1ight on potential at UVX and would
require a much expanded exploration target. We would 1ike to see the definition
of ore refined on the basis of the type of material, its size, shape, and grade,
so that we can reasonably estimate reserves as the data are gathered. For

this, direct negotiations with smelter customers must be recommended.

We do echo Mr. Janeck's concern for the problem with accurate location of present
headings underground relative to old workings and do press for a reconciliation
of surveys as soon as possible so that proper plans and sections will be ready
when reserve calculations are to be done.

2) Drill holes 809-8 and 809-9.

Hole 809-8 was drilled at +33° from the 809 station to test the updip extension
of intersections in hole 809-2 which was drilled at +23° from the 809 station.
(fig. 1, RWH & DCW, Sept. 3, '87)

Hole 809-2 had the following intersections

Block 1, 19' true width, 0.33 oz/t Au, 1.4 oz/t Ag, 0.35 oz/t Au(eq), 2% Fe
Block 3, 12' true width, 0.07 oz/t Au, 2.0 oz/t Ag, 0.10 oz/t Au(eq), 4% Fe

Hole 809-8 had the following intersections

Block 1, 5' true width, 0.21 oz/t Au, 1.6 oz/t Ag, 0.24 oz/t Au(eq), 3% Fe
Block 3, 4' true width, 0.15 oz/t Au, 5.6 0z/t Ag, 0.24 oz/t Au(eq), 3% Fe

Hence, hole 809-8 diminishes  width and grade of Block 1 and the width of Block 3,
but increases grade of Block 3. In Block 1, grade x width for hole 809-2 is 6.6
and in 809-8 it is 1.2. In Block 3, grade x width for hole 809-2 is 1.2, and

for hole 809-8 it is 1.0. A revision of the estimate of potential and calculation
of a drill indicated reserve will follow reconciliation of surveys and construction
of plans and vertical sections.

In hole 809-8 gold in excess of 0.10 oz/t occurs in and adjacent to a beige massive
and banded chert breccia. As noted previously (Sept. 3) this rock type is typically
barren.

Hole 809-9 was drilled at -5° and directed 20° south easterly of hole 809-3 from
the 809 drill station. Hole 809-3 was not used in the September 3rd estimate of
potential in the 809 zo.e as its 2 gold-bearing intersections are en echelon to
the north and east and not contiguous with intersections in hole 809-2, the
closest of the holes which define the 809 zone.

Hole 809-3 has the following ‘intersections

7' true width of 0.21 oz/t Au, 0.4 oz/t Ag, 0.22 oz/t Au(eq), 3% Fe
5' true width of 0.15 oz/t Au, 1.5 oz/t Ag, 0.18 oz/t Au(eq), 5% Fe

Hole 809-9 had the following intersectiohs

28' true width of 0.21 oz/t Au, 0.09 oz/t Ag, 0.21 oz/t Au(eq), 2% Fe
26' true width of 0.19 oz/t Au, 1.2 oz/t Ag, 0.21 oz/t Au(eq), 3% Fe
These are contiguous intersections and together are

54' true width of 0.20 oz/t Au, 1.0 oz/t Ag, 0.22 oz/t Au(eq), 2.5% Fe
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The current interpretation is that these 2 holes may indicate a separate, en echelon
part of the 809 zone, or that it may be an up plunge extension of the north end

of the M-3 zone. We will be Tooking at these possibilities during map construction
after reconciliation of underground surveys. The configuration of the diorite

is critical in this area but from the present data compilation does permit
continuity of the M-3 zone through holes 809-3 and 809-9 into the 809-zone. I

3) Drill holes 902-1 and 902-2.

Hole 902-1, drilled S5°E and +40° is the first test of the 902 chert zone. It
is collared in diorite at the 902 drill station, cut 165' of chert, and ended
in the 824 stope. Most of this is the grey chert breccia, which,next to gritty
chert breccia has been the most auriferous material encountered. However, in
902-1 there are only 3 assays intervals with more than 0.10 oz/t Au:

91-93, 0.199 oz/t Au, 7.82 oz/t Ag, 3% Fe
93-96, 0.11 oz/t Au, 1.68 oz/t Ag, 10% Fe

and 207-209, 0.102 oz/t Au, 2.65 oz/t Ag,  10% Fe |

The visual inspection of the core from this hole is much more encouraging that

the assays. There are significant assays in old working within 40 feet of the

207-209 interval in hole 902-1 and the impression is that a hole slightly more

easterly and at a lesser inclination would intersect these permissive rocks with

a greater gold content. We have seen this several times in the drilling program,
most recently in the reverse sense where hole 809-8 has less gold in 2 separate
intervals than the previously drilled, less inclined hole 809-2. The point is,

we do not understand the gold distribution and cannot count on empirical relation-
ships to hold over short distances. We will be Tooking into the similarities

and differences in the chert breccias of holes 809-2 and 809-8.

Hole 902-2 has just terminated in tectonicly brecciated chert between hanging
and footwall strands of the Verde fault and was to be the test of the area
between fault strands. Assays are not yet in hand. There is approximately 15'
of good looking gritty chert east of the hanging wall strand of the fault but
none between fault strands where the hole terminated.

4) The 991 crosscut toward the 911 drill station.

The 906 crosscut has been reopened on the 950 level and sampled where it crosses
that breccia on the south extension of the 1205/Gold Stope zone. These samples
are reported in the DCW figure of October 19, 1987 in which the most significant
are is 10' true width of 0.49 oz/t Au, 3.3 oz/t Ag for 0.55 oz/t Au(eq) in gritty
chert breccia.

The new drive has left the old 906 at the west contact of hanging wall chert

with diorite and is proceeding southeasterly as the 991 crosscut, totally within
chert breccia. Assays have not yet been received for samples of the 991 crosscut.
One striking feature of chert breccia in this new drive is the preponderance of
beige massive and banded chert breccia in a hematite-rich matrix, and the
increasing matrix support and vugginess of the breccia as are proceeds south.

The openess of the breccia may reflect proximity to the Florencia fault, or
something more primary.
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Recommendations

1. Clearly the surveying has to be done now to resolve location of drill
statons and new and old workings. We need to construct a new base at 1" to
40', or preferably 1" to 20' for reserve calculation in the near future and
right now for location of drill holes relative to old workings and target
zones. If other work precludes this work by staff then we would recommend
it be done by contractors available as close as Mayer or Prescott.

2. Base map preparation which will be the foundation of planning and reserve
calculation needs to be underway as soon as the survey grids are reconciled.
It is recommended that DCW hire a draftsperson to make level plans at 1" to
40' of mine workings and drill holes with assay intervals as soon as possible.
Otherwise we foresee a bottleneck upon completion of current drilling. DCW
does not have the time to prepare the base maps while drilling is in progress.

3. Reserve calculations will benefit from an economic definition of ore, a
definition which will extend the consideration of the natural cutoff in grade
we have used to date in estimating and projecting potential. It would be of
great help to have discussed the reasonableness of the smelter flux product
originally envisaged versus a a multiproduct concept or a gold-only operation.
The alternative is to do a reserve statement expressing the various options

of products but it would help to guide this with a realistic look at what might
be profitably marketed.
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Don White

521 East Willis St.
Prescott, AZ 86301
602/778-3140

December 26, 1987

J. Thomas Nash
Research Geologist
U.S. Geological Survey
Branch of Geochemistry
Box 25046 M.S. 973
Denver Federal Center
Denver, CO 80225 -

Dear Tom,

Wish I could have been more prompt with these samples for you but at
least they're in the mail, as I promised, before year end. What you should
be receiving via U.P.S. are two boxes containing:

Box 1 - 9 samples, 902-1 thru 9
Box 2 - 12 samples, 906-4 thru 15

Each sample series represents a crosscut on the U.V.X. 950 level from E to W
(top to bottom) of the "chert" body that contained the so-called Gold Stope
(mined out in the 1930's) as per the accompanying plan. I have enclosed an
assay histogram for each crosscut as well. On them you'll see the sample
numbers with locations, dimensions, lithologies, and gold and silver assays.

Other things I've enclosed as background information are:

a) My Sept. 26, 1986 memo on "UVX ore classifications and characteristics"
which demonstrates what a trimodal distribution exists between 1) base
metal-(copper-) rich silica and gold-poor "sulfide" ores versus
2) siliceous base-metal and precious-metal ores versus 3) exceedingly
silicious gold- and silver-only ores.

b) My March 17, 1987 memo on the "UVX gold project results; their
significance to us and the geologic community, and some recommendations."
That spells out some of the issues facing us which you may choose to
attack. We can talk much more about that as studies advance.

c) Two drill Togs, M-3 and 902-2, as examples of what we're cutting in
the way of altered wall rock, chert bodies and mineralized chert.

d) Histograms of Au, Ag, Ag/Au, Cu, Pb, Zn, Cu + Pb + Zn, and Fe for hole
M-3 so you can see what those metals do with respect to each other.

e) Ternary diagram of Au vs. Cu + Pb + Zn vs. Fe for the M-3 samples.
I hope each sample is large enough to cut thin and/or polished sections.

For the best mineralized zones, I have sent larger samples so that you'll
have more to work with. The silica grit is so friable that it will disintegrate
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in any water or kerosene saw coolant. It will require special impregnation
with a bonding agent prior to sample preparation.

If you first get an overview of the petrology and geochemistry of these
two closely spaced crosscuts, we can then decide where to proceed. Some of
the logical questions are:

What are the ore minerals? Their associates?

What can be learned of the ore mineral's genesis? Hydrothermal,
metasomatic, metamorphic, or surface fluid borne?

What of the ubiquitous iron oxides and the near total absence of
sulfides? Was this a case of supergene oxidation or possible
hypogene or other oxidation? Is it a "gossan" as the old timers
called it or is it something more complex and more interesting?

What makes silica grit? It is the most consistently well mineralized
Tithology. Is it decarbonatized silica-carbonate exhalite? Is it
possibly an intensely silicified ash? ‘

What is the origin or significance of all the silica breccias? Are
they eruptive, in-situ explosive, chemically brecciated, or otherwise?
We see evidence of each of these in various proportions depending
upon location. Can one interpret breccia types to guide to or from
eruptive centers, fumarolic vents or mineralizing centers?

Can various episodes of silicificaton be sorted out? There are
varijous silica grain sizes and trace constitutents. Are any
particular ones the hosts for Au and Ag?

These seem to be some of the issues anyway. If your studies can help Tend
to their understanding, we all stand to benefit. I have some ideas and inter-
pretation already but have tried not to bias you too much on any issue. As
you need more information or samples just give me a shout. I Took forward to
meeting you when you can get to visit.

Best wishes for 1988!

Sincerely,
Don White
Geologist, C.P.G.
DW:sk
Enclosures

cc: Carole A. 0'Brien
A.F. Budge
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P.S. I must request confidentiality of the assay intercepts for now, as
well as the third-party information such as the dealings with Phelps
Dodge as on page 6 of my March 17, 1987 memo. We talked about these
constraints on the phone and you indicated they'd be no problem. I
expect that with a producing mine in the near future, the assay
information will be more open.

DW
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U.V.X, 902 D,D.S.*

Cjaxzvﬂ?

DRILLHOLE SUMMARY

D.D.H. Orientation at collar
Azimuth Inclination

902-1 " 175° +40°
(S5°E)

902-2 200° +14°
(S20°W)

902-3 230° +25°
(S50°W)

902-4 175° +14°
(S5°E)

902-5 250° +25°
(S70°W)

902-6 P Aode.

* 902 Diamond Drill Station; surveyed
center of rotation of drill rig:

Mine grid 11,405N 7,215E 4,180' Elev.

Length

of Hole
(feet)
230
194

120

215

Now

Angle of
Chert Intercept to
Intercepts Bedding
65-230+ = 45°
39-107 ~ 60°
155-194+
34-110 ~ 60°
50-215+ ~ 45°
%.\//1/\3
A
/> /MV\J )

Compiled by ﬁOn White
Updated to /[/a'V, /7/ /987




U.V.X. 902 D.D.S. DRILLING/ASSAY SUMMARY

High grade Low grade
intercepts intercepts
Ratio of
Initial true thickness Drill True Drill True
inclination to drill intercept thickness Grade  (oz/t) intercept thickness Grade  {ea/t)
D.D.H. of hole intercept (feet) (feet) Au Ag (feet) (feet) Au Ag
902-1 +40° .70 None -— - -- 88-93 3.5 Ak 4.1
182-222 28 .06 1.7

902-2 +14° .87 82-105 20 23 o | 79-107 24 B4 ] 6.1
902-3 +25° .87 50-96 40 13 73 50-110 52 .12 6.1
902-4 +14° .70 %fa7J vﬁaﬁﬂw,n\?
902-5 +25° Neow )%//m\c)
902-6 —— Lot hde P Jerrined ) ’

Compiled by Don White
Updated to ,/ /7, 1987



_ Don White
521 E. Willis St.
Prescott, AZ 86301
602/778-3140

October 31, 1987

CHEMEX LABS, INC.
994 Glendale Ave.

Unit 7

Sparks, NV 89431

Dear Sirs:

Please perform one assay ton gold and silver fire assays with gravimetric
finish on the nineteen (19) following pulp samples.

1 809-4
2 809-4
3 809-4
4 809-4
b 809-6
6 809-6
7 809-7
8 809-8
9 809-8
10 809-8
11 809-8
12 809-8
13 809-9
14 809-9
15 809-9
16 809-9
17 809-9
18 809-9
19 809-9

- 315-318
- 322-326
- 326-330
- 330-334
- 272-275
- 288-290
- 290-292
- 155-158
- 158-160
- 160-162
- 187-190
- 190-192
- 83-85

- 85-87

- 105-107
- 107-109
- 109-111
- 143-148
- 152-154

Please be sure to homogenize each pulp before taking your split for assay.

The report

with a copy to

and billing should be sent to:

Carole A. 0'Brien

A.F. BUDGE (MINING) LTD.
7340 East Shoeman Ln.
Suite 111-B-(E)
Scottsdale, AZ 85251

me in Prescott, AZ. Also please promptly return the pulps to me

at the Prescott address.

cc: Carole A.

Thank you,

N7

Don White

b///// Geologist, C.P.G.
0'Brien ¢




Don White

521 East Willis St.
Prescott, AZ 86301
602/778-3140

October 31, 1987

J. Thomas Nash
Research Geologist
U.S. Geological Survey
Branch of Geochemistry
Box 25046 M.S. 973
Denver Federal Center
Denver, CO 80225

Dear Tom,

Having received your letter of October 15, 1987, I am sorry to hear
that you can't afford the trip to the U.V.X. Mine for familiarization and sample
collecting. I would be happy to mail you samples if that would help expedite
your study. I am disappointed by any delay because a 6-month hold now
considerably diminishes the timeliness/usefullness of your insights to our
exploration. By next spring/summer we may well be winding down exploration
and phasing in to production. Extrapolating further, when your"possibly two
year study" is complete, production may be substantially complete. Thus any
publication then would really be a postmortem.

Let me know whether mailed samples are desireable and/or your trip may be
rescheduled.

Regards,

Don White
Geologist, C.P.G.

DW:sk

cc: Carole A. O'Brien;//////




Crasle

809 D.D.S. DRILLING/ASSAY SUMMARY
High grade Low grade
intercepts intercepts
Ratio of
Initial true thickness Drill True Drill True

® inclination to drill intercept thickness Grade (oz/t) intercept thickness Grade (0z/t)

D.D.H. of hole intercept (feet) (feet) Au Ag (feet) (feet) Au Ag
809-1 +23° .70 200-214 10 .22 0.8 187-234 33 .15 1.4
809-2 +23° 70 176-194 13 44 15 156-209 37 21 1.4
809-3 -5° 57 55-68 7 .21 0.4 50-68 10 .17 0.4
326-343 10 vl 1.2 287-343 32 LB 1.0

809-4 +23° .64 235-242 5 .24 1.6 93 .22 2.5

281-330 31 .43 2.7 185-330

809-5 +12° .82 None -- -- -- 137-168 25 i I 1:1
o 207-218 8 «1 2.6

809-6 +23 .70 272-275 2 7 1.7 949-775 18 ‘14 1.4
° 254-263 6 .18 1.8

809-7 +16 .70 290-292 2 .35 3.6 983-298 10 ‘10 53
809-8 +33° .70 187-194 5 .21 1:6 152-206 38 .08 1.9
809-9 -5° 10 93-109 11 32 0.9 83-123 54 .20 1.0

Compiled by Don White
Updated to Oct., 1987



{:—n’ 'M’) €

U.V.X. 809 D.D.S.* DRILLHOLE SUMMARY

| Length Angl
. . gle of
} _D.D.H. Orientation at collar of Chert Intercept to
| Azimuth Inclination Hole Intercepts Bedding
‘ 809-1 205° +23° 336 59-74 45°
(S25°W) 179-245
304-336
809-2 185° +23° 240 39-48 45°
(S5°W) 102-216
809-3 170° -5° 370 49-97 35°
| , (S10°E) (-7° at 280") 105-152
| 279-370+
| 809-4 225° +23° 369 157-369+ 40°
(S45°W)
809-5 185° +12° 195 80-115 55°
(S5°W) 135-190
809-6 218° +23° 339 149-339+ 45°
(S38°W)
809-7 225° +16° 335 234-335+ 45°
(S45°W)
809-8 185° +33° 235 152-229 45°
('S5°W)
809-9 150° -5° 187 71-169 45°
(S30°E)
809 D.D.S.
RANGES/TOTALS: 9 holes 150° -5° to 2,606 feet 1190 feet 35°
thru +33° drilled drilled in chert to
225° (38° vertical fan) 55°

(75° lateral fan)

*809 D.D.S. Tocation; U.V.X. Mine - 800 Tevel

Mine grid 11,790 N, 6,905E, 4,325 Elev.
Compiled by Don White
Updated to Oct., 1987
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Don White

521 E. Willis St.
Prescott, AZ 86301
602/778-3140

September 11, 1987
Dr. R.W. Hodder
20 Mayfair Drive

London Ontario
Canada N6A 2M6

Dear Bob,

Thanks again for the help and guidance on the U.V.X. project and also for
the time spent reviewing my little paper on the Vulture.

I've enclosed a copy of our U.V.X. memo with colored graphics. I did end
up redoing the 809 reserve block figure so that I could fit in all the accessory
data we talked about.

Drilling will resume from the 809 D.D.S. on Sept. 21, double shift. We'll
drill the two shorter holes there first and then may or may not do the 400 foot -
hole to test west of 809-4.

If indeed you're down for GSA in October see whether you can swing a few
days immediately after that, say Oct. 29 through 31 or Nov. 1. If not, we'll
see about a November visit or during the U.W.0O. exam period in December.

Best Regards,

Do

Don White

. Z/////// Geologist, C.P.G.

cc: Carole A. 0'Brien



Don White

521 E. Willis St.
Prescott, AZ 86301
602/778-3140

September 11, 1987

J. Thomas Nash

U.S. Geological Survey
Geochemistry Branch

Bldg. 25 - Federal Center
Denver, CO 80225

Dear Tom,

I appreciate your inquiry by phone a week ago. Indeed we should enjoy
having you and the U.S.G.S. working on some aspect of the U.V.X. chert-hosted
gold study. I understand your interest is mainly mineralogic and petrologic.

There is a question which you may be the best suited to answer. It
involves the origin of the so-called U.V.X. "gossan'" which we are calling the
chert breccia and which hosts all the known gold occurrences at the U.V.X.

From the 1920's through Anderson & Creasy's 1958 Professional Paper, the
"gossan'" was viewed as exactly that. But we wonder whether it really is gossan
after sulfides or whether it has a more chemical exhalative origin, albeit
reworked and silica-healed.

The chert breccias we are exploring are most dramatic for internal structure
and mineralogy. We now have many drill cores and three underground crosscuts
through various of the chert zones and thus a wealth of samples to share.

Is it possible that you are interested in pursueing this or related issues?
If so, be in touch and we'll figure out what you'll need for samples. If per
chance you'll be down for the GSA meeting next month maybe you'd wish to visit
the project to see our cores, plans, sections, and underground exposures. You're
welcome.

Looking forward to your response.

Regards,

BT

Don White
Geologist, C.P.G.

cc: Carole A. O'BrienL////

/90 Aﬁ/r/_ )/(/ /%nj[,b(f 'r‘



Don White

521 E. Willis St.
Prescott, AZ 86301
602/778-3140

September 15, 1987

J. Thomas Nash

U.S. GEOLOGICAL SURVEY
Box 25046 M.S. 973
Denver Federal Center
Denver, CO 80225

Dear Tom,

I have received your letter of Sept. 3rd, which probably crossed in
the mail with my own of the 11th. Thank you for your open-file report on
gold in the Blackbird District and your abstract on gold at the Big Canyon
and Vandalia Mines.

From your letter it is clear you are offering us what we have suggested
to you, and what could benefit both of our projects. I see no reason it
should not be commenced as soon as practical. Indeed, simply call regarding
a schedule to visit Jerome and we'll set it up.

Sincerely,

.1k

Don White
Geologist, C.P.G.

DW:sk

cc: Carole A. O'BrienL////




United States Department of the Interior

GEOLOGICAL SURVEY

BOX 25046 M.5._973
DENVER FEDERAL CENTER
DENVER, COLORADO 80225

IN REPLY .
REFER TO: Branch of Geochemistry

September 3, 1987

Mr. Don White
521 East Willis Street
Prescott, AZ 86301

Dear Don:

I would Tike to amplify on our telephone conversation regarding the possibility
of doing research on the geology and geochemistry of gold in the massive sulfide
systems at Jerome. The recent publications by you and by Dewitt and Waegli
narrow the target for gold and also demand confirmation by new detailed studies.
The concepts that gold is enriched in the youngest or most siliceous parts

of the evolving system are very interesting and logical, and they fit with

some volcanogenic systems I've looked at elsewhere. I am interested in trying
to confirm these relations and provide as much descriptive information as
possible. The success of such research will largely depend on the availability

of appropriate samples from mine exposures or drill core, and possibly from
outcrop.

For the past few years, on a part-time basis, I've been trying to locate and
characterize gold in some volcanogenic systems. The examples at Blackbird
and Vandalia, described in the enclosed material, probably are not typical
systems, but they do contain gold. It is reassuring to be able to locate
gold in polished sections and attempt to relate it to other ore minerals or
alteration, as well as rock chemistry. We have had good Tuck in finding gold
if the samples selected had more than about 0.5 g/t; often it's a matter of

patience in scanning the polished sections. I rely on assays to focus my
sampling.

You clearly are tracking gold at UVX and you have many good observations and
ideas. I would enjoy building upon your experience and collaborating with

you on the project as it evolves. In my other projects the industry work

was dead and the project geologists had moved on to other areas--there were
good research problems and materials, but the petrology and geochemistry was
not developed as effectively as it could have with a site geologist. You

are in the best position to know the best targets for sampling. Also, the
work I'm inquiring about really should be of interest to you--so I would welcome
your suggestions for topics to pursue within the scope of major and minor
element chemistry and petrology-mineralogy. I suspect this type of research
would have to unwind gradually as topics and samples are identified, but I
would hope to be able to bring results together in a year or two and begin

a writeup for publication. Your participation in the research, interpretation,
and writeup would be most welcome, and I think that would make the research
fliost useful to you.




It is possible that this proposed research would partly duplicate work you

have underway with Prof. Hodder. If it doesn't take up a lot of your time

the duplication might be a useful exercise to see if the same type of results

and observations come from the two Tabs. I do not wish to deliberately duplicate
Hodder's work, but a certain amount would be necessary for me to get oriented

and to Tearn for myself about the ores and host rocks. As for scale, my estimate
would be about 100 thinsections and analyses for a start. There would be

no cost to you.

If this general proposal is attractive to you and seems workable, please let
me know. A brief visit to Jerome might be a good way to introduce me to the
realities of tracking gold in those complex deposits.

Sincerely yours,

T Mark

J. Thomas Nash
Research Geologist



SKYLINE LABS, INC.

1775 W. Sahuaro Dr. e P.O. Box 50106
Tucson, Arizona 85703

(602) 622-4836

REPORT OF ANALYSIS

JOB NO, uUQx 052
September 22, 1987
PAGE 1 OF 1
DMEA LTD.

SEP 2 4 1587
MR, DON WHITE

521 East Willis St, RECEIVED
Prescott, AZ 86301

Analysis of 20 Pulp Samples

S910 GSR 506 400s Mese aete Ges S0 BESh SHS4 400 0ot Sbte MR Sess west 040 Sbe Seme Seme Surs Sere S04 440 WEND BT Sere BHOR SERE S60S TSR SER ONS 040 Tede G0% S4SH $OND IED FESS G0NF SeTe SOER SPNN S0SE FINS TeeR S4PS SINS FESS SFRH SR SeTS FERS £5OS SHSR SHPS TEOR SRS SESE Sees eRe Bet BEY 0808 Shee sere 0N

wy KN
FIRE ASSAY o kg
Au g y /
ITEM  SAMPLE NUMBER (oz/t) (oz/t) w 9
1 809-4~315-318 .810 41 0.97¢ 197
2 809-4-318-322 2,545 3,05 R 540  3.84
3 809-4-322-326 . 445 1.61 0.570 /.97
4  B09-4-326~330 L090 L 05 6.2d5 £.0%
5 809-4-330-334 L060 22 0.079 2.14
6 BO9-5-135-137 005 57
7 809-5-137-140 135 1.12
8 809-5-140~142 L 055 .74
9 809-Ei~142~145 090
10 809-5-145~148 L 250
11 BO9—~6~R64~267 ,110
12 809-6-267-270 020
13 809-6-R270-2792 060
14  809-6-R72-275 050
1% 809-6-R75-278 L0085
16  B809~7-283-286 065
17 809-7-286-288 040
18 809-7-288-290 075
19 809~7-290-292 Vi
20 B09-7-R9R2-294 , 040
(ol Mr, Don White
Charles E. Thompson William L. Lehmbeck James A. Martin

Arizona Registered Assayer No. 8427 Arizona Registered Assayer No. 9425 Arizona Registered Assayer No. 11122



SKYLINE LABS, INC.

1775 W. Sahuaro Dr. e P.O. Box 50106
Tucson, Arizona 85703

(602) 622-4836

INVOICE
NET 30 DAYS
JOE NO.UGX 052
September 22, 1987

A.F. BUDGE (MINING) LIMITED
Attn: Ms. Carole A, O0‘Brien
DMEA L.td.

7340 E. Shoeman Lane, 111-8 (E)
Scottsdale, Arizona 85251

Analysis of 20 Pulp Samples
20 AukAgloz/t) B $ B.30..... i i c® 170,00

TOTAL. ¢ 170,00

Charles E. Thompson William L. Lehmbeck James A. Martin
Arizona Registered Assayer No. 9427 Arizona Registered Assayer No. 9425 Arizona Registered Assayer No. 11122



SKYLINE LABS, INC.

1775 W. Sahuaro Dr. e P.O. Box 50106
Tucson, Arizona 85703

(602) 622-4836

INVOICE

NET 30 DAYS
JOB NOQ.UGX 0352

September 22, 1987

AF, BUDGE (MINING) LIMITED
Attn: Ms., Carole A, O/Brien

DMEA Ltd.
7340 E. Shoeman Lane, 111-R (ED)
Scottsdale, Arizona 835251

Analysis of 20 Pulp Samples

20 AuviAagloz/t) B $ B.50, ..., i % 170,00

TOTAL ¢ 170,00

coPY

Charles E. Thompson William L. Lehmbeck James A. Martin
Arizona Registered Assayer No. 9427 Arizona Registered Assayer No. 9425 Arizona Registered Assayer No. 11122



809 D.D.S. DRILLING/ASSAY SUMMARY

High grade Low grade
intercepts intercepts
Ratio of
Initial true thickness Drill True Drill True
inclination to drill intercept thickness Grade (0z/t) intercept thickness Grade (0z/t)
D.D.H. of hole intercept (feet) (feet) Au Ag (feet) (feet) Au Ag
809-1 +23° .70 200-214 10 .22 0.8 187-234 33 «15 1.4
809-2 +23° .70 176-194 13 A4 1.5 156-209 37 .21 1.4
809-3 -5° 57 55-68 7 21 0.4 50-68 10 .17 0.4
326-343 10 21 1.2 287-343 32 -15 1.0
809-4 +23° .64 235-242 5 .24 1.6 93 22 2.5
281-330 31 43 2.7 185-330
809-5 #12° .82 None . -- - -- 137-168 25 «15 1.1
° 207-218 8 13 2.6
809-6 +23 70 272-275 2 57 1.7 949-275 18 ‘14 1.4
° 254-263 6 .18 1.3
809-7 +16 .70 290-292 2 .35 3.6 983-298 10 ‘10 53

Compiled by Don White
Updated to Aug., 1987



D.D.H.

809-1

809-2

809-3

809-4

809-5

809-6

809-7

809 D.D.S.
RANGES/TOTALS: 7 holes

*809 D.D.S. location; U.V.X. Mine - 800 Tevel
Mine grid 11,790 N, 6,905E, 4,330 Elev.

U.V.X, 809 D.D.S.*DRILLHOLE SUMMARY

Orientation at collar

Length
of
Hole

336

240

370

369

195

339

335

2,184 feet
drilled

Azimuth Inclination

205° +23°
(S25°W)

185° +23°
(S5°W)

170° -5°
(S10°E) (-7° at 280")

225° +23°
(S45°W)

185° +12°
(S5°W)

218° +23°
(S38°W)

225° +16°
(S45°W)

S10°E +12° to
thru +23°

S45°W (11° vertical fan)

(55° lateral fan)

Chert

Intercepts

59-74
179-245
304-336

39-48
102-216

49-97
105-152
279-370+

157-369+
80-115

135-190

149-339+

234-335+

1,015 feet
drilled in chert

Angle of
Intercept to
Bedding

45°

45°

35°

40°
55°
45°

45°

35°
to
55°

Compiled by Don White
Updated to Aug., 1987




U.V.X. MORGAN AREA DRILLING/ASSAY SUMMARY

High grade : Low grade
intercepts intercepts
Ratio of
Initial true thickness Drill True Drill True
Drill inclination to drill intercept thickness Grads (oz/t) intercept thickness Grade (0z/t)
Fence D.D.H. of hole intercept (feet) (feet) Au Ag (feet) (feet) Au Ag
806-1 - =4° .87 514-527 11 24 2.2 504-594 78 .09 1.4
568-578 9 .18 0.9
Fence 5 M-1 +42° .87 122-138 14 24 1.5 122-176 47 AT s 9y |
J 157-176 16 23 1.8
Morgan ,
DDS M-2 +60° 1.00 124-136 12 186 1.5 118-150 32 .10 1.4
[ -3 +20° .70 151-185 24 .88 32.5 146-233+ 61+ 41 14,6
Fence 3 M-4 +50° + 50 107-130 12 14 3.4 107-235 64 .09 1.8
190-203 7 29 2.1
M 9 5 .
pos | M5 +10 70 None - - None L
L M-6 +30° .70 158-178 14 40 5.2 148-195+ 33+ .26 6.7
Fence 5 M-7 +25° .87 None - -— - None - - --
° 90-94 4 22 3.7
S15°W M-9 +20° wdd 104-121 13 .39 1.8 104-157 41 .19 1.6
S17VE M-10 $23° Deflected None -- - - None -- -- --
" 5 168-177 6 .32 9.7
§7°E M-11 +25 .70 190-210+ 14+ ‘33 7.8 168-210+ 29+ .26 7.3

Compiled by Don White
May, 1987



U.V.X. MORGAN D.D.S.*DRILLHOLE SUMMARY

. : Length
D.D.H. Orientation at collar of Chert
Azimuth Inclination Hole Intercepts
806-1 (1) 223.5° -4° 633 84-108
(S33.5°W) (-12° at 600') 481-615
M-1 240° +42° 262 70-247
(S60°W) (+45° at 250')
M-2 240° +60° 226 : 76-85
(S60°W) . 109-205
M-3 178° +20° 233 131-233+
(S2°E)
M-4 178° +50° 295 100-280
(S2°E) (+48° at 290')
M-5 178° +10° 198 164-198+
(S2°E)
M-6 178° +30° 195 148-195+
(S2°E)
M-7 240° +25° 129 84-114
(S60°W)
M-8 210° +40° 187 74-187+
(S30°W)
M-9 195° +20° 183 83-183+
(S15°W)
M-10 163° +23° 278 None
[517°E)
M-11 173° +25° 210 152-210+
(S7°E)
Morgan D.D.S.
RANGES/TOTALS: 11 holes S17°E +10° 2,396 946 feet
thru to feet drilled
S60°W +60° drilled in chert

(77° lateral fan)(50° vertical fan)

*Morgan D.D.S. Tocation; U.V.X. Mine - 950 level - Mine grid 11,565 N, 7,080E, 4,177' Elev.
(1) 806 D.D.S. Tocation; U.V.X. Mine - 800 level - Mine grid 11,890 N, 7,335E, 4,335' Elev.

Angle of
Intercept to
Bedding

60°
60°
90°
45°
30°
45°
45°
60°
60°
50°
Deflected

45°

30°
to
90°

Compiled by Don White
Updated to Aug., 1987
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Don White

521 East Willis St.
Prescott, AZ 86301
602/778-3140

September 8, 1987

Paul A. Handverger
VERDE EXPLORATION LTD.
2160 01d Jerome Hwy.
Clarkdale, AZ 86324

Dear Paul,

Expecting that upon your return from Alaska you'll be curious to know

what's new at the U.V.X., I have put together for you copies of the
following items:

1)

2)

U.V.X. plan, 950 level, 1" = 20', Morgan and 902 D.D.S.'s; Don White,
Aug. 1987

M-3 zone plans and sections, 1" = 20', set of 4 plans, 3 vertical X-
sections, 1 vertical long. section, 3 oblique sections, and 1 projected
section with isopachs/isograds; Don White, May, June, 1987

809 Area sections, 1" = 20', set of 2 vertical X-sections and 1 inclined

section; Don White, Aug. 1987 !

Drill logs, 1" = 20', for M-11 (you have thru M-10 already), and 809-1
thru 809-7 .

Bulk density, insolubles/Si0p, and cyanide bottle roll tests reports by
Iron King Assay, Inc.

Four (4) pages of summary charts of drill hole data and intercepts
for Morgan and 809 areas; Don White, updated through August, 1987

As in the past, all the copies are black and white and hence reproduceable.

Many of the sections, plans, and logs, however, are only useful when colored
and should you wish to color any copies you're welcome to use my copies at the
U.V.X. as guides.

Sincerely,

Do

Don White
Geologist, C.P.G.

DW:sk

CcC:

-

Carole A. O'Brienﬂ///
A.F. Budge !
P.A. Lindberg



Don White

521 East Willis St.
Prescott, AZ 86301
602/778-3140

September 8, 1987

Paul A. Handverger
VERDE- EXPLORATION LTD.
2160 01d Jerome Hwy.
Clarkdale, AZ 86324

Dear Paul,

Expecting that upon your return from Alaska you'll be curious to know
what's new at the U.V.X., I have put together for you copies of the
following items:

1) U.V.X. plan, 950 level, 1" = 20', Morgan and 902 D.D.S.'s; Don White,
Aug. 1987

2) M-3 zone plans and sections, 1" = 20', set of 4 plans, 3 vertical X-
sections, 1 vertical long. section, 3 oblique sections, and 1 projected
section with-isopachs/isograds; Don White, May, June, 1987

3) 809 Area sections, 1" = 20', set of 2 vertical X-sections and 1 inclined
section; Don White, Aug. 1987

4) Drill logs, 1" = 20', for M-11 (you have thru M-10 already), and 809-1
thru 809-7 '

5) Bulk density, insolubles/Si02, and cyanide bottle roll tests reports by
Iron King Assay, Inc.

6) Four (4) pages of summary charts of drill hole data and intercepts
for Morgan and 809 areas; Don White, updated through August, 1987

As in the past, all the copies are black and white and hence reproduceable.
Many of the sections, plans, and logs, however, are only useful when colored
and should you wish to color any copies you're welcome to use my copies at the
U.V.X. as guides.

Sincerely,

Do

Don White
Geologist, C.P.G.

DW:sk
cc: Carole A. 0'Brien

A.F. Budge&—
P.A. Lindberg RITIE




MEMO

TO: Carole A. 0'Brien, A.F. Budge

FROM: Don White

DATE: August 26, 1987

SUBJECT: 809, 902, and 911 drilling at the U.V.X.

U.V.X. drilling has been completed through D.D.H. 809-7. The Longyear //
crews were needed on another project in Nevada simultaneous with your un- -
willingness to commit to any further drilling and so an agreement was reached
with Longyear to leave the rig on the 809 D.D.S. and let the crew go tem-
porarily. The diesel compressor is also gone. Longyear has now said they
will not resume drilling without a rate increase which is the subject of
current negotiation.

As of today we are just 70 feet (new X-cut) from the planned 902 D.D.S.
and about 600 feet (half rehab., half new drifting) from the designated
911 D.D.S. The 902 drill sections were provided previously and 911 drill
sections accompany this memo. Three 809 sections have also recently been
provided. ‘

The 809 sections make it clear that one or two final holes are very
desireable from the 809 D.D.S. My priority hole is the one up-dip from
809-2 (see section 809-185°). That is necessary to test the elevation of
the Tertiary unconformity and hence the height of the economic grade
mineralization. That zone is substantial thickness high grade gold, low
iron; easily direct-shipping, flux-quality, gold ore. The up-dip hole alone
may well delineate another 5-10,000 tons or about $1 million worth of gold.
But more importantly, it will test the upward continuity of what is now a
very small body (20'-40' thick, 40'-70' high, 100'-120"' long) of high-grade
and thereby beef up its size to something more 1ikely to be economic. The
up-dip additional reserves are well above the 700-level and thus not practically:
testable by drifting/raising from the 809 area. Neither would drilling from
any closer be recommended as the inclination would be too steep and the angle
of intercept too acute. Furthermore, testing it with a smaller drill rig
would not likely work in this case since long (240') up-holes in chert require
a very powerful machine. Such a machine is there on the station now and ought
to be utilized.

The possibility of demobilizing Longyear's rig from the 809 station and
coming back for a final hole or two later is not desireable. The information
has more utility sooner. Future drilling may be conducted with an electric
rig rather than pneumatic and hence the 1,200 feet of air Tine would have to
be torn down and substituted by 440 volt electrics, no cheap task. Add to
that an additional 3-shift moving charge in and out (total about $4,000.)
and you see why I wish the 809 drilling to be completed by Longyear.

The drilling particulars (azimuths, inclinations, lengths, and priority)
for the 902 and 911 drilling are summarized on the accompanying tables. So



Carole A. 0'Brien, A.F. Budge

August 26, 1987

809,902, and 911 drilling at the U.V.X.
Page 2

too are the guidelines I have been using in calls to and from other potential
drilling contractors. ' Thus far, amongst those I have talked to, no one seems
anxious for the job. Fausett never even called back. Roen took a Tong time

to even make the inquiry call, can't get to it for "at Teast 6 weeks", and

may or may not submit a bid. .A.M.S. has been contacted and will take a

while to get a bid together. We have already eliminated Boyles, Connors, and
Centennial. If neither A.M.S. or Roen come through, we better drive for the
best deal we can make with Longyear. If A.M.S. or Roen were contracted to
drill on the 902 with an electric rig, that would be compatable with Longyear's
simultaneous completion of the last 809 hole or two with their air rig.

DW:sk
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Status and Proposed Plan of Operations

U.V.X. Property

800 Level
Hole 809-6 currently at 250 ft., with about 100 ft. more to drill.

If holes 809-7 and 8 are drilled, at 350 ft. each, drilling should end
in about 5 weeks, or at the end of August.

Ore Pocket and Hoisting Facilities

Allowing for minor adjustments, we should be hoisting muck next week.

950 level

An attempt will be made to clean out the 902 transfer raise for access
to the 903 intermediate level.

Crew will also attempt to access the old drift (part of the 902-W).

If raise and drift are impassable, a new drift will be driven to
the 902 drill station, approximately 220 feet east of our present
position at the raise.

With 2 crews and an advance of 55 ft. per week, this station should be
reached in 4 weeks.

Allowing no more than 1 week in attempts to clear raise and access old
drift, this station could be reached by the end of August (coinciding
with end of drilling from 809 station).

With 2 additional crews, which would add another $8,000 to $10,000 to
our payroll, we could be working the 902 drift and the 901-S drift
simultaneously.

Alternatively, the second crews could work any of the following:

(1) if 902 transfer raise is impassable, second crew could
start a parallel raise to the 903 intermediate level into
the M-3 Zone;

(2) second crew could work on access to Morgan Raise, a distance
of 60 feet from our Morgan cross-cut to provide (a) access
to 805 drift on 800 level, and (b) additional ventilation.

(3) if Morgan Raise could be opened, drifting could be possible on
the 800 level, with muck passed down the raise for disposal
via 950 level pocket and loading facility.

(4) second crew could drift on 800 level from the 809 station,
however, muck would have to be slushed back into the 809 or
810 drift.



Once the 902 drill station is completed, we should continue on to
the 906 drill station farther to the southeast (280 ft.), advance south
on the 901 (450 ft.), then connect these 2 stations (300 FE. )

Without the addition of the four alternatives above, this work totalling
1030 feet of new and old drift, will take a minimum of 200 shifts for
a 2-man crew advancing 5 ft/shift.

Obviously, with more crews and more working faces, the time to complete
the work will be shortened considerably.
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DAWSON , P.O. Box 7685
METALLURGICAL Hfuriay, Tk o 070885
LABORATORIES, INC. Phone: 801-262-0922

June 29, 1987

Millsaps Mineral Service, Inc.
3865 Wasatch Blvd.
Room 2021

Salt Lake City, Utah 84109

Attn: Mr. Frank W. Millsaps

Subject: Results of Screening and Cyanide Leach Testing a Samplé of United
Verde Extension ore. Our Project No. P-1377.

Gentlemen:

In accordance with discussions with Mr. Frank Millsaps, several laboratory
tests were performed on a sample of United Verde Extension ore to determine
both gold occurence and gold extraction by cyanide leaching. Testwork per-
formed included:

— Assay Screen of Minus 1 1/2 Inch Head Ore Sample

- Bottle Roll Agitétion Leach of Minus 1 1/2 Inch Ore Sample for
72 Hours Followed by Assay Screen of Leach Residue. //ﬁ

I. Sample Description and Head Analysis

///é«’ }1?0): e _-L _ﬁ,?é’ /0 /L” }/,a‘/}r‘r Do /4
Four boxes Of(iiggﬁ_ﬁw{ﬂgb)oré sample were rech ved at our laboratory May 28,

d51987 and assigned Our Lot No. P-1377. The contents of each box were combined

to produce a(@éﬁ)pound sample which was crushed through 1 1/2 inch. Twenty-

five kilograms of this sample was split out for a head assay screen and 5
kilograms was split out for a 72 hour bottle roll cyanide leach test. Back-
calculated head assays from these tests are presented below:

P-1377: Millsaps Mineral Service
Back-Calculated Head Assays: -1 1/2 Inch Sample

Head Assay, oz/Ton
Test No. ' Au ) Ag
1 (Assay Screen) 0.102 3.18
2 (72 hr. Bottle Roll) 0.110 3.24

/ B



D.D.H.

809-1

809-2

809-3

809-4

809-5

809-6

809-7

809 D.D.S.* DRILLHOLE SUMMARY
Orientation at collar Length Chert Angle of
of Intercepts Intercept to

Azimuth Inclination Hole Bedding Remarks

205° +23° 336 59-74 45°
(S25°W) 179-245

304-336

185° +23° 240 39-48 45°

(S5°W) 102-216

170° -5° 370 49-97 35°
(S10°E) (-7° at 280") 105-152

279-370+

225° +23° 369 157-369+ 40°
(SA45°W) :

185°, +12° 195 80-115 55° B
(S5°W) 135-190 .

218° +23° 339 149-339+ 45°

(S38°W)

225° +16° 45°

(S45°N)

*809 D.D.S location; U.V.X. Mine - 800 level

Mine grid

11,790N

4,330 Elev.

Compiled by Don White
Updated to July, 1987
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MEMO

To: A.F. Budge
From: A.J. Fernandez
« Date: July 16, 1987

Subject: UVX Loading Station Status

Attached is schedule of the work remaining to complete the
loading station. The remaining material, equipment and surface
fabrication will be on site and complete tomorrow. As luck would
have it, the point in the shaft wall where we need to locate the
loading chute is 32 inches thick for about 3 vertical feet.
Hence, we are using pneumatic hammers to remove the concrete.
This work and additional rock excavation should be complete by
end of day shift tomorrow. The next step is to stand columns to
support the hopper and operator deck. The loading chute will
then be lowered in two pieces and installed. The loading chute
is supported by the shaft wall and the floor of the "excavation.
Once the chute is positioned the tipping scrolls can then be
installed. These tipping scrolls will position the skip closer
to the loading chute minimizing spillage. Utilities and hoist
signals will be installed as structural components providing
mounting locations are installed. Howard and I agree on Friday
the 24th as an attainable target for testing the system.
Undoubtedly minor fine tuning will then be necessary.

As to your question whether we have a "Rolls Royce or a

Chevrolet?", I would call it a "cheap Buick". It is a little



better than the bare minimum, simple and easy to operate

maintain.

and

Between myself, APS, Howard, Gordon of Az. Pneumatics and

Dave of AGM, a detailed outline of our options to power a

compressor is in the works.

new
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UvX

Options from 901-S to Florencia Target

There are three choices from the caved intersection of the 990

and 901-S. To make a decision we must first clear the

intersection, then evaluate the condition of the drifts. The

first option is to rehabilitate the 901-S. Second, rehabilitate

the 990. Third, advance a new drift from a point near the powder
magazine following the grid line 7700E. These are outlined
below.

Option 1: Rehab 450 feet of 901-S at $175 per foot for $78,750.

Requires 6 weeks to complete.

Option 2: Rehab 120 feet of 990; advance 300 feet new drift on

7700E grid line. Total cost: $96,000. Requires 8 weeks to

complete.

Option 3: Advance 550 feet new drift. Total cost: $137,500.

Requires 11 weeks to complete.

After we haved commenced on one of these options, other decision

points will be reached as we intersect other workings. The

numerous permutations beyond these three make further cost

estimates meaningless.
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UVX
Staffing Level

Current staffing of two mining crews will only allow us to
advance at a rate of about 10 feet per day in new headings and
maybe 15 feet per day in rehab headings. In whatever way we
divide the work, one crew per heading or both crews in both
headings, this is the best expected rates. This assumes advan-
cing to the 902 drill station and the Florencia target simultan-
eously. The 902 station would not be completed for approximately
3-4 weeks. At that time they could team up with the 901-S crew.
This would add about 2 weeks to the time required to complete any
of the Florencia target options. Also, work on other drill
stations beyond the 902 would cease and no work could be done on
obtaining a bulk sample from a test stope.
One Additional Mining Crew

Should we hire one additional mining crew to work the 901-S,
advance to the Florencia target would be maximized. The crew
working in the 902 area would then continue advancing, excavating
drill stations and proceeding to intersect the 902-W drift for an
eventual loop on the 950 level or test stoping in the M-3 zone.
Two Additional Mining Crews

Two new crews would double up our efforts on both fronts.
Crew Requirements Beyond the Immediate Plan

When a crew is freed from drill station work on the 950
level, work can then proceed on several objectives. First,
access from the 950 by way of the 800 level. Second, stoping in

the M-3 zone could be intensified. Third, the tail drift and

waste storage at the 950 station/dump pocket could be completed.




A connection from the 950 level to the Audrey shaft needs to be
done.

After the drill station work is complete on the 950
level, several months of drilling will then be done. Two addi-
tional crews will help us through our immediate program, but to
keep those personnel working beyond that may mean pursuing work
to develop a mine which is not yet proven. With one additional
crew, our advance will be improved as well as our flexibility and
have a lower risk of having to lay off personnel in the future.

The plan with three mining crews would then be to advance
the 901-S with two crews and excavate the 902 drill station with
the third. The third crew would then continue to develope drill
stations or bulk sample the M-3 zone. Upcen completion of a
Florencia drill station, those two crews would then be split
between closing the loop on the 950 and developing access to the

950 from the 800 level or stoping the M-3 zone.
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MEMDO
TO: Carole A. O'Brien, A.F. Budge, A.J. Fernandez
FROM: Don White
DATE: May 11, 1987
SUBJECT: Suggestions made by Herb Welhener and other thoughts

related to U.V.X. mining

Herbert E. Welhener and associate, Jack Riddle, both mining
engineers, met with Joe and me at the UVX on Thursday, May 7, 1987.
The main purpose of their visit was familiarization with the M-3
zone, its access, geometry and dimensions, internal and wall rock
characteristics, and other factors affecting its mining. They
have been asked to recommend a mining plan for the M-3 zone.

A number of other issues had to be touched on in the course
of discussion. In so doing, Herb made a number of recommendations
of merit:

1) Rock density measurements - The M-3 zone includes low density
silica grit (perhaps 16 ft3/s.t. because of its gorosity) and
high density ferruginous chert (maybe only 10 ft /s.t.) ore
types. Some quantification of this is in order. It will
refine our reserve calculations and improve mine planning.

2) Rock quality determination - RQD logging should be integrated
into my core logging routine as an aide to mining studies.
Herb promised to send me forms and instructions to facilitate
RQD logging.

3) Strength tests - Unsplit drill core from key rock types in
future holes should be sent out for strength tests. Sheared
samples can be returned if assays are needed upon the same
material.

4) Subsidence documentation - The whole issue of mining near the
Verde fault and beneath the town of Jerome was pivotal to the
day's meeting. Our mining will be miniscule compared to that
of immediately adjacent silica ore stopes, but we could easily
be used as scapegoats for any damages at the surface. For
that reason Herb's points are well taken in that we should
document, both by surveys and photographs, all that we can
related to subsidence. This should include underground surveys,
surface surveys in the mine area and town, and photographs of
the fault traces and foundation damage now in evidence. Such
documentation will at least clear us of responsibility for
those damages that precede our mining.

Attached are two extracts pertinent to subsidence and surveys.
The one by Joralemon refers to the 1939 legal precedent estab-
lished by out-of-court settlement between the town of Jerome

and the P.D./U.V.X. companies. The other by D'Arcy discusses
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Herb Welhener's suggestions

U.V.X. backfilling procedures, their effectiveness, and
monitoring of subsidence.

5) Backfill sources - We will produce some waste as part of
development efforts. Where practical, this can be utilized
underground, even if it means hoisting from the 950 to 800 level,
to avoid more cumbersome surface handling and shaft transfer.

The P.D.-owned tailings from the United Verde/Clarkdale mill
might well be considered. Those tailings are a subject of
current concern to environmentalists critical of P.D.'s land
trade proposed wherein Copper Basin BLM lands would be consol-
idated by P.D. in exchange for, amongst other parcels, the
tailings adjacent to Tuzigoot National Monument. The tails
are viewed as a chemical "hazard" (same type as being ground
up and acidified by Ironite at the Iron King Mine and sold as
lawn and garden fertilizer) and dust source and hence may be
available free of charge (or even at "negative cost" if someone
dislikes the tails enough; e.g., P.D., towns of Clarkdale/
Cottonwood, state of Arizona). Perhaps some sampling of the
tails for grain size and chemical analyses should be initiated
and, if appropriate, negotiations with P.D. started.

6) Possible leach pad available - Pete Flores, in the course of
checking out rail sidings and haulage routes, noted the concrete
leach pads near the Hopewell tunnel portal. They are P.D.-owned,
former copper leach pads, unused since at least the early fifties.
They are not too far away and in a rather remote canyon, ideally
suited to a gold leaching site. If tests reveal we should plan
toward our own leaching of certain ore types, we may well want
to approach P.D. about this.

7) Need for down-the-hole survey instrument - As exploration
drilling advances we may find increasing need for more accurately
surveying our drill holes. M-10 and M-11 are examples of holes
where accurate locations would help geologic and reserve inter-
pretations.

On the 806-1 hole in January, 1986 we borrowed the Stan West
Corp. single-shot camera survey instrument. That performed
well. Their office could not be reached when needed during
the M-10 or M-11 drilling. Rentals require considerable lead
time and are expensive. We might will consider owning our own
instrument for this and other projects.

DW: sk
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Valuation and Arbitration

The new sort of work that came first was valuation of mining prop-
erties, for purchase or as a basis for taxation. Few engineers had spe-
cialized in this branch of engineering before the war. I gradually
worked my way into it through valuations for companies for which I
was regularly employed. Then other companies hired me for important
valuations. The most important of these commissions was valuation
for tax purposes of all the branches of Phelps Dodge Corp. in 1934 to
1939. This was to support requests by the company for reduction in
the value on which taxes were computed. The catastrophic drop in
the price of copper during the Depression made relief imperative. The
determining factor that would govern the value was the price of cop-
per that might fairly be expected in the 10 or 15 years after the date
of valuation. Because of cumulative interest the price and profit more
than 15 years in the future had little bearing on the value. It took
several years to prepare the suits for trial in Arizona courts. During
this period valuations of the various great mines were more than cut in
half after negotiations with the tax commissions.

The Phelps Dodge tax suits finally came to trial in Tucson in 1937
and 1938. It was evident that the value depended on the future cop-
per price. C.K. Leith, one of the leading educators and engineers in
the country, and I estimated the 15-year average price, beginning in
1933, as 10%¢ per lIb. Engineers for the State Tax Commission
thought it would be 12 or 13¢. The average 1933 price was 7.02¢.
Wartime preparations caused a temporary copper shortage and a
13.1¢ average price in 1937 but then government price-fixing made
the price drop to an average of 11¢ from 1938 through 1945. Leith
and I did not have to be ashamed of our estimate. But the decision by
the Arizona judge was that the Tax Commission could not be ex-
pected to foresee in 1933 the long dry spell for copper. Therefore the
12 or 13¢ average claimed by the state was not unreasonable, so we
lost the final round in the contest. But we had already gained a big
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decrease in taxes that made possible a profit during the prewar years.
I was later employed by Kennecott Copper to represent their Ray

f€reme and Chino branches in tax suits. Both got good reductions.
o An important arbitration case concerned a landslide that had
sdedenGrecked a large part of the center of the city of Jerome, Ariz. United
““<€  Verde Extension had mined a great ore body down the steep mountain
below the area wrecked by the slide and the United Verde branch of

had mined millions of tons of ore and waste from the mountainside
above the slide. The situation was complicated by the fact that the
great Verde fault outcropped just above the caved area and unusual
rainfall had been accompanied by smaller slides below the fault, far
from any mining. While the owners of the buildings wrecked by the
Jerome slide would have a hard time proving that the mines were en-
tirely responsible, the directors of United Verde Extension and Phelps
Dodge agreed that as Jerome depended entirely on the mines that
were nearing their end, it would not be fair to let property owners be
ruined by the slide. Because of a large “slump” of the surface just
above the Verde Extension stopes and down the mountain from the
disastrous slide it seemed obvious that Verde Extension was at
least partly responsible. Therefore it was agreed that Verde Extension
would reimburse the owners of the wrecked buildings, but that without

Y any publicity the companies would employ an arbitrator to decide the

division of responsibility between the companies, and the decision of
the arbitrator would be final. And they agreed on me as arbitrator.

I accepted the assignment on condition that my decision need not
depend exclusively on testimony of the eminent geological experts
employed by both parties, but that I might also take into account geo-
logical ideas of my own. This turned out to be fortunate. I spent weeks
listening to the testimony of some of the best experts on geology in
the country, and in visiting the mines and studying the surface. It
was a lonely job because no one outside a few employees of the com-
panies had any idea why the great battery of technical men had been
brought together. If it had become known that both companies were
accepting responsibility, the demands of the property owners would
have been doubled. And in the interest of fairness I could not eat or
associate in any way with friends on either side, seeing them only when
several representatives of both sides were present. After the hearings
were over I spent more weeks in my San Francisco office, studying the

7 evidence and making a chart that showed all the events that had ac-

Phelps Dodge—an independent company when the slide started—
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companied the years of the slide. It showed rainfall day by day for
years, exact measurements of ground movement at many test points
all around the slide area, monthly tonnages of ore mined by Verde
Extension, monthly tonnages of ore and waste mined by United Verde
in its open pit, and tonnages placed on waste dumps above and below
the Verde fault, and all the other data I thought might be pertinent.
I don’t think there was ever as much information on one sheet of
paper. Oh yes, the dates of all the big blasts in the United Verde open
pit were also recorded.

When it was done we all, including expert witnesses, gathered
again in Jerome. I gave each party a copy of my chart. The most im-
portant thing it showed, which neither party had noticed, was that
there had been motion on the Verde Fault in the slide area at the time
of the slide. And I concluded that if the motion had been due to events
in the United Verde open pit, the motion must have continued a mile
north of the damaged area in Jerome, to a point opposite the main
part of the open pit and the big waste dumps the United Verde had
placed on the hanging wall of the Verde fault. The comparatively
recent Hopewell haulage tunnel crossed the fault in this area. If there

“had been fairly widespread movement on the fault at the time of the

slide, there ought to be a considerable movement apparent on the
fault in the Hopewell Tunnel.

United Verde engineers said they had never noticed any offset in
this area. A trip underground would quickly settle the question. I
could see that both parties were skeptical, but we loaded the whole
group into a couple of cars, drove to the portal of the Hopewell Tun-
nel, and got into the train of man cars that was waiting for us. It took
only a few minutes to ride to the projected position of the fault, which
was marked by shattered rock. I got off the train, stood up on an ore
car until my eyes were on a level with the bottoms of the horizontal
timber caps, and sighted along the caps toward the fault. I had an
engineer from each party hold a light just below the successive caps.
For 200 ft the light stayed in sight, in line with the caps near me. Then,
as the lights moved from cap to cap, they disappeared. A few feet
further in, beyond the crushed area of the fault, I had the engineers
drop their lights until they were in line with the bottom of the caps
near me. The evidence was conclusive that there had been a down-
ward movement of 14 in. on the east side of the fault after the timbers
had been put in. A survey made later that day showed that the rails

also had been gradually raised 14 in. as they crossed the fault. The
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movement of timbers and rails had been made a little at a time by
repair crews, without the knowledge of the management.

The movement of the Verde fault at the time of the Jerome slide

and of United Verde activity in the open pit made it evident that
Phelps Dodge should pay for at least part of the damage. Less im-
portant observations had suggested this, but not as conclusively.
United Verde extension responsibility due to the fact that the slide
ran right down into the area of subsidence over Verde Extension stop-
ing was greater and more evident. After the Hopewell Tunnel expedi-
tion we adjourned the hearings and I went home to write my decision.
It assessed two-thirds of the losses due to the slide to United Verde
Extension and one-third to Phelps Dodge.

Within a couple of days after my formal decision reached New
York I received a friendly wire from Louis Cates, president of Phelps
Dodge, saying that my discovery of the recent movement on the Verde
fault had convinced Phelps Dodge that they were partly responsible.
They thought my decision was fair, and thanked me for the care with
which I had studied the case. A couple of days later I received a rather
peremptory wire from Jim Douglas, president of United Verde Exten-
sion saying that the recent motion on the fault changed the whole
question of responsibility, and that therefore I should reopen the entire
inquiry to give their experts a chance to show that all the damage
should be paid for by Phelps Dodge. Of course I said I could not do
this. I was a bit irritated because without my deduction that the fault
had moved Verde Extension would have had almost no case at all. I
felt much better when, a couple of days later, as I was starting with my
family on a vacation trip through Europe, another wire came from
Jim Douglas wishing us a happy tour and saying they accepted my
decision. This was characteristic of my good but sometimes demanding
friend Jim Douglas.

Vacation in Ireland and Europe

We were happy to have a trip to Europe. It would mark the end
of our close relation with the young, before Molly started work at
Radcliffe and Peter at Phillips Andover for a year before Yale. And we
had been working hard, Dorothy on constructions for the 1939 Exposi-
tion at Treasure Island, and I with the Jerome arbitration.

A fortunate offer added to the enjoyment. A wealthy Bostonian,
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NOTES ON THE UNITED VERDE EXTENSION MINE — Rbuss 4 /% KL Dy
- /939 uvy CAI@#MAQ Enjrneer

The United Verde Extension Ore Zone occupies an area in the hanging wall of
the Verde fault about 1500 ft. along the strike of the fault by 600 ft. across.
The ore is located in an area of Precambrian schists.

Ore has been mined from the 1900 level to above the 800 level in the schist 7m%“ﬁ
areas, the bulk coming from between the 1600 and IT00 Tevels. Some ore has Jevels
also been mined from the 700 to 300 level in a conglomerate formation in the

north end of the ore zone.

/[:% {/ .;)"a;‘(:“
The mine has produced 4,110,000,tons of ore. The main orebody produced 2,100,000 9B
tons, in round numbers; the 819 orebody, in the quartz area above the main in ore- g19-L
body, produced 200,000 tons. North of the main orebody, the 1507 veins | 1CBT Ve
produced 350,000 tons, the 1207 country 475,000 tons. The remainder, some 1207

475,000 ore tons come from sma11er orebod1es scattered thruout the mine.

Mining in the main orebody began in 1916. Stopes were started in the central

port1on of the orebody and also near the west edge Later stopes were started

in the east end of the orebody. From then on mining consisted in whitling NMWS
slices off the ore mass until it was mined out. The mining was carried in pithod<
steps, so the operations of the different levels did not interfere. The result

was that the 1300 level was mined slightly ahead of the 1400, the 1400 ahead
of the 1500, and so on.

The ore was mined by the ordinary square set method, with a Mitchell slice
used in mining some of the pilTars.

Over a period of years it was established that 90% of the square sets mined ,
were filled; and that better than 90% of each set was filled [127to 13 - 717 g bl
cuft.cars per set]. The fill may be assumed to compact 20%. The amount of
compacted fill then is .9 x .9 x .8 = .648 or 65% of original volume. The

timber Teft in the stopes will run from 8 to 9% by volume. Assuming 50% of

the timber rots out, there remains 4% as fill. This leaves voids of 31%

of the excavation.

The fill was obtained from the usual development work consisting of drifts
raises and shafts, and a surface glory hole. "Considerable waste was also

sorted out in the stopes, in the outside orebodies.

The excavation made thru mining is very nearly 36,000,000 cuft. or 1,333,000 Yolomes
cu. yds. A figure of 9 cuft was used in est1mat1ng ore reserves. In esti- 4
mating ore production a figure of 30 tons per square set of 247 cu.ft. was. used ggﬂfy
This method was used over a per1od of many years, and product1on figures

checked very closely with shipments to smelter. This gives 8.25 cu. ft.

per ton. Allowances for a certain amount of overbreak in mining raises this

“figure to 8.7 or 8.8.

After mining operations had been carried on for a few years a cave developed

in the quartz area above the main orebody This cave extended up thru - — Ciﬁﬂ
the quartz and finally checked itself in the schist areas which it encoun-

tered from the 1100 level up. The mining of the smaTTer orebodies did not
develope caves, except of very local character.

(}) [) *g,—” < F@'_ vy erzv J{%— p ,’, \.s"w/ VZ: Ja l=r g



United Verde Extension Mine
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The effect of mining operations has been to cause a sag in the overlying
rock formations with the greatest sag directly over the main orebody, dimin-
ishing from this point in all directions. _ Sobsidence

In the fall of 1921 the U.V.X. began the development of two new levels, the
950 and 550. These levels were driven for prospecting purposes. Both of
these Tevels passed over the Main Orebody area. A Tevel record dated March,
1918 of a frog at 816/817 in this area gives the elevation as 4340.33. The
next record, dated September, 1921, gives 4340.19, a difference of .14 ft.

in a 3% year period. This marks the beginning of sagging of the formations.
The next record, dated January, 1924, gives the elevation as 4339.29, a dif-
ference of .90 ft. over the 2 year, 4 month period. Sometime during 1923,

a dislocation of the hanging wall of the fault was noticed at the old U.V.
hospital, at a point 800 ft. above the described area on the 800 level. This

is the first recorded instance of movement of the hanging wall block, to our
knowledge. .

The hanging wall block involved in the sag has settled slowly and very evenly.
On the Bitter Creek Tunnel elevation the drop on the fault is about 2.5 ft.
on the footwall proper and about 1 ft. on the hanging wall slip. On the east
side there has developed a more or less vertical fracture, extending from
below the 1300 to above the 550 level. To the south there is no discernible
break on any level. The formations here simply sagged. This is also the
case on the north end, with the exception of the 950 level, where some

cracks have appeared in a quartz area in that end. The area involved is
roughly 800 ft. x 1100 ft. on the 950 level. On the surface it comprises

the area between School Gulch to the south, Bitter Creek to the east and
north and the Verde fault to the west. The greatest amount of sag on the
950 Tevel of which we have record is 14 ft. ~This amount is carried up past
the 800 level. On the 550 and Bitter Creek elevations the sag amounts to
about 12 ft.

During the years that the movement of the hanging wall block has been in pro-
gress extensive development work and mining has been carried on in the block.

It necessitated raising track and backs of drifts from time to time. But the
movement has been so even and gradual that the rock structure within the block
is still virtually undisturbed in the Precambrian from the 950 level up, and
but very 1ittle disturbance is shown in the conglomerate and lava above. This
condition also persists on the surface along the Daisy road and in the hill-
side above.




MEMDO
TO: C.A. O'Brien, A.F. Budge, R.W. Hodder
FROM: Don White
DATE: May 11, 1987
SUBJECT: U.V.X./D.D.H M-11 and some comments on the M-3 ore
zone

My apologies to all for ending D.D.H. M-11 in good grade gold
and silver mineralization. Of course I had everyone breathing down
my neck wanting to know how soon the Morgan drill station would be
vacated so that crews thwarted on the 901-S could tunnel past the
Morgan to the 902 drill station. And the drillers themselves had
had enough of four months at the Morgan station, were knee deep in
mud, and asking whether they could quit after each run. But the
decision was mine and on the basis of geology I decided the pre-
maturely ferruginous zone at the end of M-11 was evidence enough to
terminate the hole.

I was wrong and the M-11 experience is the most graphic example
yet of a phenomenon very important to our interpretation of the
mineralization. The main point is that mineralization is not com-
pletely conformable. It is modestly cross-cutting into units we
generally consider more barren such as the banded chert upward and
the very ferruginous chert downward (stratigraphically). This is
apparent in both vertical cross sections (fences 3 and 5) of the M-3
zone.

In general the mineralization is stratabound but in detail it
can transgress contacts of subunits within the chert. This suggests
remobilization of the gold, such as by the diorite. 1In fact, the
plutonic contacts may be more parallel to the semi-conformable
mineralization than is the chert stratigraphy. It makes Bob Hodder's
recommendation of focussing on structural complexities in the margin
of the diorite all the more meaningful.

D.D.H. M-10 may bear this out. We gquit M-10 well beyond where
it was expected to intercept chert. It was still in silicic altered
diorite. Our assumption, for lack of a down-hole survey instrument,
was that the hole had deflected parallel to strike. This was plaus-
able, even expected, at the acute angle to stratigraphy we were
attempting. We have only acid-etch (inclination) survey capability
which was of virtually no use for lateral deflection. M-11, however,
revealed a prominent thinning of the silica grit unit, mainly at
the expense of the bottom of that unit. And the normal underlying
chert breccia was absent. Instead, beneath the grit we went directly
into cherty ironstone, typically barren or no more than subeconomic
grade, but in this case up to 0.5 oz/t Au and 10. oz/t Ag.

It now appears that M-10 may not have deflected much at all.
We may have revealed a local undulation in the diorite-chert contact
which accounts for the rapid chert facies and gold grade changes




C.A. O'Brien,A.F. Budge, R.W. Hodder
May 11, 1987

Page 2

U.V.X./D.D.H. M-11

between M-3, M-11, and M-10. Furthermore, it may explain the
overall diminishing of grades northwesterly from M-3 through M-9,
and M-8. Only drilling yet further along strike to the southeast,
as proposed from the 902 D.D.S., will provide the requisite evidence

to figure this out.

A major outcome of our delineation of the M-3 ore zone is the

realization that we have not one ore type, but several. The flux-
guality auriferous chert is there, both as fine-grained "silica
grit" and as the more cemented, coarser, "chert breccia." So too

is a very hematitic gold-silver ore. The latter is so ferrugionous

I have doubts about its suitability as smelter flux, despite dilution
with very low-iron chert. Iron analyses are now being run. The
possibility of having the ferruginous ore type smelted along with

the rest should be investigated vigorously as mining plans are
contingent upon the possible need to keep the ore types segregated.
Of course the type of ore handling equipment/plant at the surface

is totally dependent upon ore types and markets.

Should classification of ore types at the surface become neces-
sary, following comingled or only partially segregated mining of the
flux versus non-flux ores, a number of factors may be used to our
advantage. The physical differences between low-iron-flux ore and
high-iron-non-flux ore include color (light or yellow versus dark
or red-brown, respectively) density, magnetic susceptibility, and
breaking/crushing characteristics. Classification utilizing any
two of these parameters in combination would probably yield a pretty
thorough sorting.

DW: sk
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IRON KING ASSAY INC.

Page 1 06-May-87
LAB JOB #: MSCO01514 ATTN: Carole A. O'Brien
Client name: A. F. Budge (Mining) Ltd. No. Samples: 3
Date Received: 04-28-87
Billing address: 7340 E. Shoeman Lane Submitted by: Don White
Suite #111-B-E
Scottsdale, AZ 85251
Phone number: 945-4630 / 778-3140 INVOICE ATTACHED
ANALYTICAL REPORT
FA/AA AA
Client ID Lab ID Au Ag
MSC01514 oz/ton oz/ton
UVX BATCH 44
"901-w"
N. Rib 0-5" 1514- 1 0.110 3.45 *
N. Rib 5-10"' 1514- 2 0.117 3.28 *
S. Rib 0-10" 1514~ 3 0.172 1.35 *

*Results for these samples were acheived by straight Fire Assay

P.O. Box 56 ¢ Humboldt, Arizona 86329 e Phone (602) 632-7410
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LAB JOB #:

Client name:

Billing address:

Phone number:

Client ID
AFB01576

UVX BATCH #50
HOLE #809-1 / Core
237-240"

240-245"
245-249"
304-309"
309-312"
312-315"
315-318"
318-321"
321-324"
324-327"
327-330"
330-333"

333-336"

IRON KING ASSAY INC.

AFB01576

A, F. Budge (Mining) Ltd.

7340 E.

Shoeman Lane

Suite #111-B-E

Scottsdale, AZ 85251

945-4630 / 778-3140

Lab ID

Samples

1576- 1
1576- 2
1576- 3
1576- 4
1576- 5
1576- 6
1576- 7
1576- 8
1576- 9
1576- 10
1576- 11
1576- 12
1576- 13

26-May-87

ATTN: Carole A. O'Brien

No. Samples:
Date Received:
Submitted by:

INVOICE ATTACHED

ANALYTICAL REPORT

FA/AA
Au
oz/ton

0.040
0.007
OI 006

<.001

<.001
0.013

0.039
0.042

0.042
0.078
0.070
0.083

0.060

Fire Assay

13
05-20-87
Don White

P.0O. Box 56 ¢ Humboldt, Arizona 86329 e Phone (602) 632-7410




IRON KING ASSAY INC.

Page 1 26-May-87
LAB JOB #: AFB01572 ATTN: Carole A. O'Brien
Client name: A. F. Budge (Mining) Ltd. No. Samples: 1

Date Received: 05-19-87
Billing address: 7340 E. Shoeman Lane Submitted by: Don White

Suite #111-B-E
Scottsdale, AZ 85251
Phone number: 945-4630 / 778-3140 INVOICE ATTACHED

ANALYTICAL REPORT

FA/AA Fire Assay
Client ID Lab ID Au Ag
AFB01572 oz/ton oz/ton

UVX BATCH #49
GS - E. Rib 1572- 1 0.165 3.04 %

* Results for this sample were acheived by straight Fire Assay

P.O. Box 56 ¢ Humboldt, Arizona 86329 e Phone (602) 632-7410



June 1, 1987
To: Anthony F. Budge
From: Carole A. O'Brien
We have assays through 170 ft. on 809-2; nothing significant.
More coming on Wednesday. Hole 809-3 at about 60 ft. Drift

is progressing at about 5 ft. per shift. Second crew working
on raise in ore pocket.

Joe will be going up tomorrow to check on skip/cage fabrication.

Mr. I. Parrish will meet with Don early Wednesday to review
project, then come by office Wednesday afternoon to meet with
me.

I have some information on your house mortgage from John Howard.
Do you want it sent to England?
A .
e 5. =2

Following is 4 page monthly report from P. Hahn.

llffﬁﬂ”?i‘
Clock @ biorese .

Memo also follows for M. Yates

Total pages: 6

yuy-gl—499-6363

R\“ gé l



FROM: TONY BUDGE

Carole,

\\\\ I have considered the resumes and the maximum number of candidates !
N I would possibly want to meet is 5: e

Green and Copeland both of whom are unemployed!

Hedlund [ do not understand why he would want 1o sove so pofsnt!ally X
dl,"v\‘j;f['r(,! i KCL. L, ’
Howei! - Probebly inadeqanate experience ﬁ'?
Holimes - Probabiy only to learn sumething regarding Norquest., i
Ayr - e
Y . . R = , = . o X
i As Tor the Gtiier wandidates, will vou please write and thank them for 3
b; - their applicativns, Lut sitate That we had a ,u“d response and they were
Fia not successtul in heing welucted for ipteryiew (o similar).
e
‘;] " - - - 7 [} y 1 "
?” RGQAIUTEA My, Farcish. | at‘unqlf Support (he ‘lnn. sentence - how
= are wo qolng to best aihieve the desired ohiectives?
E; - Who should i can produce weh g plan and how long would it take?

| What are Lhe plans ftor the dritting atter 806-4, Do the results to
date {plus the 1uclusion of BUY-4) Justify any further dritling from
this statfon or 75 thiy the best time to terminate longyear?

I noted from the April Mro "Mining Record’ Lhat Fischer-Watt are to
operate the Dexter Project in Nevada cuntaining 2,000,000 tons of .04
(8U,000 oz) at an unspecifivd ratio,

+

They are o payv op Lo a taomyim amount of 42,500,000 for the pW1v1]ege
- thhs appears T mabe our L@le price an Cimarron competitive.




TO:

CAO0'E

MEMORANDUM

Carole A. O'Brien, A.F. Budge

FROM: R.W. Hodder and D.C. White

DATE: March 3, 1987

SUBJECT: Review of drill holes M-1, M-2, and M-3 in the Verde

area, UVX project. A follow-up to our memo of
November 5, 1986.

INTRODUCTION: This memo consolidates observations and interpre-

tations of drill holes M-1, M-2, and M-3 drilled
from the Morgan drill site on the 950 level into the Verde
area ( fig. 1) and compares results to hole 806-1 which was
drilled into the same area from the 800 level. Comparison is
also made between the Verde area and the 1205/GoldStope area.
And results to date are tabulated against projections from
the initial compilations (table 1, 2). Recommendations follow
the observations and interpretations.

OBSERVATIONS:

1)

2)

Assay intervals for holes M-1, M-2, and M-3, drilled +42°, +60°,
and +20° from the Morgan drill station at 11,565N and 7060E
on the 950 level are as follows:

M-1, 54 ft. averaging 0.16 oz Au/t and 1.1 oz Ag/t which

includes 16 ft averaging 0.26 oz Au/t and 1.5 oz Ag/t plus
18 ft. averaging 0.24 oz Au/t and 1.6 oz Ag/t.

M-2, 32 ft. averaging 0.10 oz Au/t and 1.4 oz Ag/t which

includes 12 ft. averaging 0.16 oz Au/t and 1.5 oz Ag/t.

M-3, 80 ft. averaging 0.44 oz Au/t and 15.8 oz Ag/t which
includes 58 ft. averaging 0.57 oz Au/t and 20.5 oz Ag/t.
The latter interval of 58 ft. includes 22 ft. averaging

1.35 oz Au/t and 49.1 oz Ag/t.

These results compare favorably to those from drill hole
806-1 and data from the original compilation of old maps
(tables 1, 2). They confirm the presence of significant
grade and thickness.

Core from drill holes 806-1, M-1, M-2, and M-3 allows a) direct
observation of the contact between the diorite body and the
gold-bearing chert of the Verde area. b) a comparison of that
contact to a similar one between this diorite body and chert

of the Gold stope area.

In brief, this is a section from the interior of the diorite
body to its more altered margins and its possible involvement




Carole A. O'Brien, A.F. Budge
March 3, 1987

Page 2

Review of drill holes U.V.X.

in locally concentrating gold within the adjacent brecciated
chert. There are three recognizable divisions within the
diorite from the interior of the body outward to its contact
with chert. They are as follows: (Plate 1)

i) Massive diorite. This rock is dark green in color,
relatively unfractured and unfoliated, medium grained
and sub-ophitic in texture and with primary plagioclase
and mafic mineralsrecognizable but pseudomoryphed by
fine grained pale green chlorite, epidote and calcite.
This division grades through 10 feet of increasingly
lighter green color, increasing equigranularity, and the
appearance of calcite veinlets into division;

ii) Massive diorite with white planer calcite veins. This
rock is fine grained equigranular. Plagioclase sites
are difficult to discern as are original mafic minerals,
both of which are masses of pale green chlorite, epidote,
and calcite. There is also fine grained interstitial cal-
cite, spots of black chlorite, and pink to brown skeletal
grains which are tentatively identified as garnets.
Planer calcite veinlets averaging 1/4 inch thick and
occurring at least once in every 2 feet of core occupy
joints which dip gently southeast. Calcite is in some
instances accompanied by siderite and hematite. The
more hematitic veinlets may grade into or be accompanied
by native copper. Chlorite in veinlets is not common.
This division is generally 30 feet thick and grades over
5 feet or less into division;

iii) Stockworks of hematite veinlets in beige to pink diorite.
This rock is fine grained and relatively equigranular.
Individual mineral grains are difficult to discern except
for quartz grains which increase in frequency toward the
contact with chert. Clay minerals predominate and chlorite
is minor. Stockwork veinlets of hematite and specular
hematite are 1/8" wide on average, several per foot of core
and a bright contrast to the beige to pink background of
the rock. There is a prominent foliation developed by
alignment of platey minerals. Division (iii) is generally
20 feet thick and in sharp contrast with chert. Chert
fragments are included within this diorite near the contact.
This is taken to be an intrusive breccia.

Division (iii) of the diorite is described on the older
maps and this project's compilation maps as schist (Sch)
and as "blocky red schist." We now interpret this rock
as the altered margin of the diorite and an envelope

around that diorite separating it from chert. (fig. 2,3)
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The sequence from massive diorite to stockwork veinlet
beige diorite is now seen essentially as progressive
hydrothermal alteration of diorite from propyllitic
through argillic to an inception of phyllic assemglages
nearest to the chert.

3) Reinterpretation of schist as the altered edge of the diorite
makes an envelope of diorite about chert of the Verde area.
(fig.2,3). This is a setting comparable to that of the
1205/Gold Stope area, a comparison that is heightened by
proximity to siliceous ore and fold-like irregularities in
the chert-diorite contact. The tentative interpretation is
that heat and fluids attendant to intrusion and synchronous
alteration of the diorite focused at marginal in-folds pro-

duced a concentration of gold within brecciated chert peripheral

to siliceous copper ore. Regardless of the interpretation,
similarity of rock type and geometry between the Verde area
and the 1205/Gold Stope area and coincident significant
gold-bearing intersections, speaks well for the potential of
the Verde area.

4) Gold has not been seen by the unaided eye in the Verde area
but assays define 3 types of gold concentrations.

i) Brecciated chert, up to 50% mustard yellow limonite
matrix supporting varied sized clasts of chert and jasper.
This type occurs in M-1, M-2, and M-3 and has been noted

in 806-1 as well as drill holes in the 1205/Gold Stope
and Florencia areas. Typically up to .25 oz/t Au.

ii) Dense hematitic iron stone with 5% chert clasts. This is

in hole M-2 and near the end of hole M-3. Typically 0.1 oz/t

Au

iii) White fine grained equigranular quartz grains which
aggregate into a sandy, gritty rock which readily crumbles.
There are very fine grained metallic minerals visible with
magnification. This type of auriferous rock occurs in
hole M-3 with grade about 1.0 oz/t Au. We speculate that
it may be comparable to material mined from the Gold Stope.

RECOMMENDATIONS:

1) Holes M-4 and M-5 and M-6 should be completed from the Morgan
drill station as planned (fg. 4) and pushed to the fullest
traverse of the chert as possible. This will take approx-
imately 3 weeks and correspond with completion of clearing the
drift to the 809 drill station.

2) A hole should be drilled at +25° from the 809 drill station
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3)

4)

5)

from diorite to diorite (fig. 5) to test the up-dip extension
of the Verde area.

Prior to, or coincident with, completion of this drilling,

a mining engineer should begin an initial feasibility study

with help from DCW as to best estimate of size, shape, and

grade and work required to establish reserves. This would

be an economic measure of exploration results and an exten-

sion of CAO'B's memo of February 20, 1987 noting that a first
target is a contiguous 50,000 tons containing at least 10,000 oz.

All the level plans and sections should be up-dated to the
end of the proposed drilling to include all gold-bearing
intersections, additional data acquired since initial compil-
ation on rock distribution, structure, ore types, and mine
workings. This assembled information will be essential to
feasibility studies and it will bring out a full appreciation
of potential and problems. It is a time consuming necessity
which is best begun now by DCW.

Definition of the importance of alteration and structure should
continue through petrographic description of the margins of

the diorite and the chert breccias. This will continue to

be a help to exploration in definition of gold-bearing areas
and ultimately to any . metallurgical evaluation. RWH can have
this done at cost.

The plotting of gold to silver ratios for assays received
should continue and be formalized in a brief memo. This
will help in further definition of metal distribution and
the continuing question of how much of this distribution is
primary and how much is secondary.

RWH ,DCW:sk

Enclosures




U.V.X. VERDE TARGET AREA DRILLHOLE SUMMARY

|
|

: ; . I Avg. core
Collar location (UVX grid) Orientation at collar E.0.H. Length Chert recovery
D.D.H. N E Elev. Bearing Inclination Inclination of hole Intercepts in chert(%) Remarks
ﬁg 84-108 100 Drilled
806-1 11,890 7,335 4,335 33.5 W -4 -12 633 481-615 80(1) Jan, 1986
“} Intercept
M-1 -I> +42° +45° 262 70-247 90(2)  ~100" NW of
S60°H 606-1
. o 76-85 80 Up-dip
H-2 B 60 ol 226 109205 90 from M-1
-3 L11.565 7,060 4,177' | +20° Suregted 233 131-233+ 50(3) Aborted at
g ’ g Y void 233-240
when rods
parted.
o ° Up-dip
M-4 r SR 50 In progress, as of this compilation from M-3
o Down-dip
M-5 +10 Next hole planned from M-3
J -
(1) 80% in auriferous zone, 514' - 578's  60% 1in chert overall
(2) 90% in auriferous zone, 122' - 175'4 85% in chert overall
(3) 50% in critical "silica grit" zone, 146' - 185"} 70% in chert overall
Table 1

Compiled by Don White
March 9, 1987



U.V.X. VERDE TARGET AREA DRILLING/ASSAY SUMMARY

High grade Low grade
intercept intercept
Grade (oz/t) Grade (o0z/t)
D.D.H. Feet Au Ag Feet Au Ag Remarks
806-1 13 .24 2.2 64 11 1.4 Drilled Jan. 1986 from 806 X-Cut
10 .18 0.9
_T
M-1 16 .24 1.5 54 .16 1.1 +42° dincl.; int. ~ 100' NNW of
15 .26 1.6 806-1 Fence 5
) ' 7~ from
M-2 12 .16 1.5 2 .10 1.4 +60° incl.; int. up-dip in and Margan 0.D.5
adjacent to Fe-facies J
M-3 58 .57 20.5 80 .44 15.8 +20° incl.; extensive silica grifﬂ
(~ 40 true) (~56 true) zone hosting major mineralization
Fence 3
M-4 In for assay now; hole still drilling +50° incl.; up-dip from
Morgan D.D.S.
M-5 Next hole pTlanned | +10° incl.; down-dip from M-3
Table 2

Compiled by Don White
March ¢, 1987
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To: Anthony F. Budge
From: Carole A. O'Brien

Date: June 8, 1987

The attached schematic plan shows the proposed drill
stations, drifts, etc.

The M-3 zone, according to Don and Bob Hodder's memo
had dimensions of 160 ft. x 85 ft. x 44 ft. wide = approx.
600,000 cu.ft., or 46,000 tons at a factor of 13 cu.ft./ton.

The higher grade core was 160 x 85 x 15, or, 13,600
tons. My polygon method indicated 12,900 tons. So 13,000
tons is probably a good number. As to grade, it all depends
on how you treat the high grade intercept in hole M-3. Don
and Bob Hodder discounted it and came up with average of 0.23.
I included it and came up with 0.43. We could split the
difference and have 0.33 oz/t.

A best guess estimate on the 809 zone now is perhaps
100 ft. (length) x 80 ft. (height) x 35 ft. wide, or about
20,000 tons (about half a "target"). The grade would be
between 0.15 and 0.20 oz/t. Again, you could probably select
a smaller, high grade core from this.

In each of 801-1 and 809-2, we intercepted a small
chert zone at the beginning of the hole, but in either case
did not carry any value. In 809-3 this intercept from 55 ft.
to 68 ft. ran 0.21 oz/t. The hole is at 264 ft. but in gougy
diorite. Don suspects the hole may have deviated. He is
trying to obtain the survey camera from McCabe. If we don't
get back into the chert by 300 ft., will stop the hole.

Will check on compressor discount.
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To: Anthony F. Budge
From: Carole A. O'Brien

Date: June 5, 1987

Package leaving today with:

(1) 8 more applications; 2 possible candidates; one
received directly not related to our ad.

(2) accounts including DMEA statement, P Hahn
statement and monthly report, Don White statement and report.
Some of these are duplicates of what you have received on the
telecopier.

(3) Mortgage information from John Howard

(4) miscellaneous.

A proposed form letter for the unsuccessful candidates is
also enclosed for your comments.

With regards to your comments and inquiries:

If we can obtain some reasonably reliable mining cost
figures, we should be able to produce this plan in-house with
help from Don, Joe, Pete and Howard, certainly by the end of the
month. The plan will only be as reliable as the data it
contains. At this point in time, most of its contents will be
mere speculation. My next sheet shows a very generalized plan
based on Don's target areas on the 950 plan and using the
estimates contained in his and Bob Hodder's memo of 5-15-87, of
46,000 tons of material grading 0.1l5 oz/t gold and 2.6 oz/t
silver.

In regards to drilling from the 809 station, it would be
nice to know whether we can expect 50 ft. or 100 ft. of vertical
continuity in say, the 809-2 intercept. If we just want
confirmation that a mineralized zone exists, we can quit with
809-4. We shall have only drilled about 1200 ft. after
completion of 809-4. If we commit to finding these "targets", a
few more holes will go a long way in defining the necessary tons,
and save us the inconvenience and cost of bringing another drill
rig back to the same location.

On other fronts, it snowed in Montana on Monday! Brian
Gavin called this afternoon. Their field test of the VLF wunit
was successful and I told him to go ahead for the 10 day survey.
Approximate cost: $2500. Progress report due next week.



Some assays trickling in from Cimarron project. Hole 113 in
the West Adit bottomed in 0.228 oz/t in interval 295 to 300 ft.
The entire hole, from 135 to 300 averaged 0.029; the last 40 ft.
averaged 0.059. It will be difficult to make any judgements
until all results are obtained and plotted. P, . Hahn has. an
outside assignment which will preclude his working on the project
from June 13 until June 30. This should not have an adverse
effect on our trying to sell the property. It will take a little
while to screen out the prospective buyers and contact them.

Don Ranta, Exploration Manager for Phelps Dodge, called in
regards to the letter we sent to Pat Ryan. He said he would
check on our inquiries concerning subsidence monitoring and the
Tuzigoot tails. Joint venture or lease of their property was out
of the question as they prefer "to explore on their own
property." He is visiting the Jerome area today, a first visit
since he came on with Phelps Dodge last year. He is supposed to
meet with Don briefly. Will report later.

John Hunt contacted me again recently concerning his
continuing interest in joint venturing on the Vulture to explore
for the high grade extensions. He doesn't want to have to make
any up-front cash payments. He will probably want a majority
interest in any portions of the property he may want to cover.
Do you have any interest in pursuing this?

Regards,

Carole



Assumptions:

The M-3 zone represents a typical "target" in the Verde area,
containing 46,000 tons of 0.15 oz/t gold and 2.6 oz/t silver, or
an equivalent grade of 0.19 oz/t total gold.

Therefore, our "targets" would each contain about 8,500 ounces.

"Targets" are M-3, 809, 901, 902 and 906 for a total of 42,500 ounces.

The M-3 "target" has been identified.
We are currently drilling the 809 "target"
The 901 "target" will be accessed from the 901-S drift:

450 ft. of drift to rehabilitate at $300/ft $135,000.00
2000 ft. of drilling at $50/ft $100,000.00

The 902 "target" will be accessed from the 902 DDS:

240 ft. of new drift (underway) $60,000.00
2000 ft. of drilling at $50/ft $100,000.00

The 906 "target" will be accessed by the 906 DDS:

280 ft. of new drift at $250/ft. $70,000.00
2000 ft. of drilling at $50/ft. $100,000.00

Connecting drift between 901 DDS and 906 DDS:

300 ft. of new drift at $250/ft. $75,000.00
Sub-total $640,000.00
More realistically: 9 mos. x $100,000/month $900,000.00
Total expenditures to date: $1,554,102.83
Total $2,454,102.83

If all "targets" are located, and 42,500 ounces indicated:
Gross at $450/ounce $19,125,000.00
Mining at $300/ounce (=$60/ton) - $12,750,000.00
Net smelter at 85% $5,418,750.00
Net from Verde $4,168,125.00

Net Profit after recovery of $2.5 million
in expenditures $1,668,125.00






MEMORANDUM

TO: Carole A. O'Brien

FROM: D.C. White & R.W. Hodder

DATE: May 15, 1987

SUBJECT: Review of drill holes M-1 through M-11, the M-3 zone
in the Verde area of the UVX Gold Project -- as a

followup to our memorandum of November 15, 1986

INTRODUCTION:

This memorandum consolidates information gained through drilling
holes M-1 through M-11 from the Morgan drill station on the 950
level and expresses that information as a preliminary estimate of
tons and grade as compared to the projections of November 15, 1986.

PRELIMINARY ESTIMATE:

There is now sufficient drilling in the M-3 zone,which represents
approximately one£ifth of the Verde area, to form the basis of a
drill-indicated reserve calculation and a preliminary economic assess-
ment which can be extrapolated over the entire Verde area. Both a
drill-indicated reserve calculation and an economic assessment will
require a carefully prepared set of plans for the 950, 903 and 800
levels plus vertical cross sections and longitudinal sections. These
have yet to be projected from the fan of holes drilled from one site
through an arc of 78°. Without these plans and sections to give
perspective and measuration of shape, size and average grade, the
following figures are simply a best effort preliminary estimate
drawn from work sheets and drill logs.

A review of drill hole intersections (Table 1) indicates two
types of material to be considered in a reserve and economic esti-
mate: 1) a relatively high grade, small tonnage of siliceous
grit-like material characterized by drill hole M-3; 2) a relatively
low grade, larger tonnage of less siliceous and often iron-bearing
material characterized by brecciated chert flanking the higher grade
siliceous grit-like material as in hole 9.

TABLE 2

Estimate of tons and grade, M-3 zone, Verde area for small tonnage,
high grade, low iron:

Drill The thickness Au Ag
hole of intersection (oz/t) (oz/t) Remarks
M-6 8' 0.43 8.0 Continuing intersection of

high grade in siliceous
grit



U.V.X. VERDE TARGET AREA DRILLING/ASSAY SUMMARY

High grade Low grade
intercepts intercepts
Ratio of ;
Initial true thickness Drill True Drill True
Drill inclination to drill intercept thickness Grade (oz/t) intercept thickness Grade (o0z/t)
Fence D.D.H. of hole intercept (feet) (feet) Au Ag (feet) (feet) Au Ag
806-1 -4° .87 - 514-527 11 28 2.2 504-594 78 .09 1.4
568-578 9 .18 0.9
Fence 5 M-1 +42° .87 122-138 14 .24 1.5 122-176 47 .17 1.1
J 157-176 16 23 1.6
Morgan
DDS M-2 +60° 1.00 124-136 32 .16 1.5 118-150 32 .10 1.4
[ -3 +20° .70 151-185 24 .88 32.5 146-233+ 61+ 41 14.6
Fence 3 M-4 +50° .50 107-130 12 .14 3.4 107-235 64 .09 1.8
190-203 7 .29 2.1
M 3 o
Dgggan M-5 +10 .70 None - SR None - - -
M-6 +30° .70 158-178 14 A0 5.2 148-195+ 33+ .26 6.7
Fence 5 M-7 +25° .87 None -- -— -- None -- -- --
o 90-94 4 .22 3.7
Fence 4 M-8 +40 .87 107-118 10 17 06 90-144 47 .10 1.0
S15°W M-9 +20° . 104-121 13 .39 1.8 104-157 41 .19 1.6
S17°E M-10 +23° Deflected(?) None -- - -- None - - -
° ° 168-177 6 32 9.7
Table 1

Compiled by Don White
May, 1987




C.A. O'Brien
May 15, 1987
Drill Hole Review

Page 2
Drill The thickness Au Ag
hole of intersection (oz/t) (oz/t) Remarks
M-8 26" 0.12 1.1 Includes high grade intercepts
separated by low grade, all
in siliceous grit
M-9 al” 0.3 1.8 . Continuous high grade interval
in siliceous grit which in-
cludes 9" of 0.09 Au, 1.2 Ag
in siliceous footwall
M-11 13" 0.22 i Continuous interval in
siliceous grit
M-4 , 6! 0.18 3+3 ) In non-ferruginous chert which
) is not as siliceous as the
7" 0.29 2.1 ) grit. Two separate intervals
M-1 14" 0.24 .5 ) Two separated intervals in
16! 0.23 1.6 ) limanitic, siliceous grit
Averages 14° 0.23 2.8
M-3 . 24" Use the above averages Continuous interval in
to null the single siliceous grit
sample bias
Overall
Averages 15" 0.23 2.8

This material has a strike length of 160', a vertical dimension
at the north end of 50' and at the south end 120'. This provides
an area in longitudinal section of 13,600 sg. ft. which, with an
average width of 15 ft. gives a volume of 204,000 cu. ft.

The siliceous grit has an estimated tonnage factor of 15 cu. ft/ton.

Hence, the small tonnage, high grade, low iron material consists
of an estimated:
13,600 tons of 0.23 oz Au, 2.5 oz Ag/ton
or 3,100 oz Au, 34,000 oz Ag

This is comparable to the material noted for the Verde area under
"Remarks" in Table 3 which is reproduced from the memo of November 15,
1986.




U.V.X. GOLD PROJECT - DRILLING/ASSAY SUMMARY

Area /DDH Thickness Grade qth/Height (1) i
ey ey pebieny - 2 sty 74

Florencia area

Uvx-1 20 .20 1.5

UvX-2 35 .18 4

1104-1 15 11 .5

1104-2 14 .14 4

1104-3 19 12 .3

TOTAL 21 .16 .6 150/200 52 8
1205/Gold stope area

901-1 6 .15 .6

901-2 . . -

901-3 7 .18 3.1

Compilation

from old dq}a 20 .30 1.5 . Irregular 20 6
Verde area

806-1 64 11 1.4 500/200 530 58
May 15,1967 Revision 44 05 2.6 960/¢4 276> 4z ¥
u.v.x. Totaltd) 12 1,3 e 588 70

(1)

* Arcived S by asrem

Tonnage factor =

(2) A1l three areas weighted by tons;
proximity to the gold stope, and
data. Grade could be increased by a

12 cu. ft. per ton

based upon two P.D. drill holes, seven DMEA drill holes, old data in
estimates of deposit dimensions based upon compilation of old mine geology
factor of two if only higher grade intercepts (> 0.2 oz/t Au) are used

but tonnage would be cut by at least half.

,53 thit e M-3 z.rne_ u"

REMARKS

Phelps Dodge Corp holes from 1104 D.D.S;
intercepts closer to Florencia fault and .
main massive sulfide body than DMEA drilling

Other mineralization deep in hole relates to
Verde area :

Not counting areas south of Florencia fault
which are mineralized but 1ikely caved into
main orebody's void. Could be reached by
cleanup of 200' old drifts.

Aborted in hanging wall, drilling difficulties

No significant gold; drilled beneath host
lithology

Possibly lower grade than reality because of
poor core recovery (20%) in 10' over back of

- 903 sublevel drift.

Could be reached by cleanup of 200 old drifts.

Within whibh are higher grade zones such
as 13 ft. averaging 0.24 ez/t:Au, 2.2 oz/t Ag.

Plus 750,000 contained ounces Ag.

reFrzrekaa'Jb:le o‘lt Hhe V&ﬂ)e avea M«) ye‘ avn 47\«5'%, Rtffve)uce& Fom  Nov. 1S, 1986 memeo TABLE 3
_ : ' i Moy 151967 feidibive wpddes ac psted



C.A. O'Brien

May 15, 1987
Drill Hole Review
Page 3

Estimate of tons and grade, M-3 zone, Verde area for large tonnage,
low grade, iron-bearing:

All drill intercepts except M-3 and 806-1 are herein averaged
to give a true width of 42 feet, with 0.15 ag Zu, 2.6 oz Ag/ton.

The thickness of M-3, 61 feet, was averaged into this to give
an overall width of 44 feet. The grade of M~3 was cut to the average
grade to remove the one-sample bias.

Length and vertical extent remain as in the prev1ous estimate
for the smaller tonnage, and hence 44 x 13,600 is 600,000 cu. ft.
which at 13 cu. ft/ton is 46,000 tons.

The tonnage factor of 13 reflects the relative proportions of
this tonnage as 1/3 siliceous grit with a factor of 15, 1/3 non-
ferruginous chert breccia with a factor of 13, and 1/3 ferruginous
chert with a factor of 11.

Hence, 46,000 tons of 0.15 oz Au, 2.6 oz Ag/ton
or 6,900 oz Au, 120,000 oz Ag

The M-3 Zone has one-sixth of the strike length postulated
for the Verde Area (Table 3). Assuming the M-3 Zone is a rep-
resentative sample of the Verde Area then one must reduce our
previous estimate of width from 64 to 44 feet, and of height
from 200 to 68 feet. There is alsoc a decrease in tons because
the tonnage factor has to be changed from 12 to 13 in recog
nition of the less dense silica grit materlal whlch contains
the grea*est amount of gold

Some of this reduction in size and tons is offset by an in-
crease in grade from 0.11 to 0.15 oz Au/t and 1.4 to 2.6 oz
/t Ag. Nevertheless there is an appreciable decrease in the est-
imate of total contained ounces in the Verde Area and the UVX
total

We have previously not considered the area of prospective
chert south of the Florencia fault because it was not within rang
range of any drill site. However, if a southern drill site
was established on the 950 level to reach the south part of
the Verde area, then the chert across the Florencia fault could
be reached. Assays along old workings in this area indicate

_70‘25 oz Au/ t across 40 feet'This is the nearest area in which

one could explore for additional ounces




U.V.X. VERDE TARGET AREA DRILLHOLE SUMMARY |
| |

Collar location Orientation at collar Angle of -
(UVX grid) E.0.H. Length Chert Intercept to
D.D.H. N E Elev. Bearing Inclination Inclination of hole Intercepts bedding Remarks
3 & 84-108 o Drilled
806-1 11,890 7,335 4,335 S33.5 W =4 -12 633 481-615 60 Jan, 1986
' ° o o Intercept |
M-1 ) 42 +45 262 70-247 60 TR
S60°W 806-1
(fence 5) ° ° 76-85 o 43 1
M-2 +60 +60 226 109-205 90 $E0$1§_1
Morgan D.D.S.

e o Not _ ° Aborted at |
M-3 11,565 7,060 4,177 +20 Surveyed 233 131-233+ 45 void 233-240
M-4 | L oo +50° +48° 295 100-280 30° Al Ll

(fence 3) \
o ~ Not ° Down-dip 1
M-5 +10 Surveyed 198 164-198+ 45 fromn Mob i
M-6 ) +30° R 195 148-195+ 45° Little up-dij
from M-3 ‘
|
-7 (fzﬁgews) +25° " 129 . 84-114 60° Beneath M-1 |
|
M-8 S30°W
+25° " 187 74-187+ 60° Between M-1 |
(fence 4) and M-3
M-9 S15°W +20° : " 183 83-183+ 50° NW of M-3
o o " Too far
M-10 S17°E +23 278 None  Deflected(?) or ¢ M-3
M-11 S7T°E %25° . 210 152-210+ 45° SE of M-3 |

Compiled by Don White

May, 1987
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U.V.X. VERDE TARGET AREA DRILLING/ASSAY SUMMARY

High grade Low grade
intercepts ' intercepts
Ratio of
: Initial true thickness Drill True Drill True
Drill inclination to drill intercept thickness Grade (o0z/t) intercept thickness Grade (oz/t)
Fence D.D.H. of hole intercept (feet) (feet) Au Ag (feet) (feet) Au Ag
806-1 -4° .87 514-527 11 24 2.2 504-594 78 .09 1.4
, 568-578 9 .18 0.9
Fence 5 M-1 +42° .87 122-138 14 24 1.5 122-176 47 old e |
. 157-176 16 .23 1.6
Morgan
DDS L M-2 +60° 1.00 124-136 12 16 1.5 118-150 32 .10 1.4
[ M-3 +20° .70 151-185 24 .88 32.5 146-233+ 61+ 41 14,6
Fence 3 M-4 +50° .50 107-130 12 14 3.4 107-235 64 .09 1.8
: 190-203 7 29 . 2.1
-ﬂ "
gggggn M-5 +10° .70 None - -— == None - - --
L_ M-6 +30° .70 158-178 14 A0 5.2 148-195+ 33+ .26 6.7
Fence 5 M-7 +25° .87 None -- - - None -- - --
; o 90-94 4 22 3.7
S15°W M-9 +20° 77 104-121 13 .39 1.8 104-157 41 .19 1.6
517°E M-10 +23° Deflected(?) None -- - == None -- -- --
° o 168-177 6 .32 9.7
57 ; M-11 +25 .70 190-210+ 14+ ‘33 7.4 168—2107 R 29+ .26 ¥ o3
;“‘4 Hhl o ,1%

] RO LS HCLS
Qntnage 12 0.35 1.3 arares Table 2

(1ol Compiled by Don White
May, 1987



Assumptions:

The M-3 zone represents a typical "target" in the Verde area,
containing 46,000 tons of 0.15 oz/t gold and 2.6 oz/t silver, or

an equivalent grade of 0.19 oz/t total gold.

Therefore, our "targets" would each contain about 8,500 ounces.

"Targets" are M-3, 809, 901, 902 and 906 for a total of 42

The M-3 "target" has been identified.
We are currently drilling the 809 "target"
The 901 "target" will be accessed from the 901-S drift:

450 ft. of drift to rehabilitate at $300/ft
2000 ft. of drilling at $50/ft

The 902 "target" will be accessed from the 902 DDS:

240 ft. of new drift (underway)
2000 ft. of drilling at $50/ft

The 906 "target" will be accessed by the 906 DDS:

280 ft. of new drift at $250/ft.
2000 ft. of drilling at $50/ft.

Connecting drift between 901 DDS and 906 DDS:

300 ft. of new drift at $250/ft.
Sub-total
More realistically: 9 mos. x $100,000/month
Total expenditures to 5-31-87: $1
Total $2
If all "targets" are located, and 42,500 ounces indicated:
Gross at $450/ounce $19
Mining at $300/ounce (=$60/ton) - $12
Net smelter at 85% $5
Net from Verde $4

Net Profit after
recovery of $2.5 million
in expenditures $1

;500 ounces.

$135,000.00
$100,000.00

$60,000.00
$100,000.00

$70,000.00
$100,000.00

$75,000.00

$640,000.00
$900,000.00
»578,981.18
,478,981.18
»125,000.00
+750,000.00

+418,750.00
+168,125.00

+668,125.00



809 D.D.S.* DRILLHOLE SUMMARY

D.D.H. Orientation at collar Length
of

Azimuth Inclination Hole

809-1 205° +23° 336
(S25°W)

809-2 185° +23° 240
(S5°W)

809-3 170° -5° 370
(S10°E) (-7° at 280')

809-4 225° $23° 369
(S45°W)

809-5 185° +12° 195
(S5°W)

809-6 218° +23°
(S38°W)

* 809 D.D.S. location; U.V.X. Mine - 800 level
Mine grid 11,790N
6,905E
4,330 Elev.

Chert Angle of
Intercepts Intercept to
Bedding Remarks

59-74 45°
179-245

304-336

39-48 45°
102-216

49-97 35°
105-152
279-370+

157-369+ 40°
80-115 55
135-190
45°

Compiled by Don White
Updated to July, 1987



Corle

809 D.D.S. DRILLING/ASSAY SUMMARY

High grade Low grade
intercepts intercepts
Ratio of
Initial true thickness Drill True Drill True
inclination to drill intercept thickness Grade (oz/t) intercept thickness Grade (0z/t)
D.D.H. of hole intercept (feet) (feet) Au Ag (feet) (feet) Au Ag
809-1 +23° .70 200-214 10 Sl 0.8 187-234 33 A5 1.4
809-2 +23° +70 176-194 13 .44 1.5 156-209 37 .21 1.4
809-3 -5° .57 55-68 7 .21 0.4 50-68 10 oh ¥ 0.4
326-343 10 21 1.2 287-343 32 « 15 1.0
809-4 +23° .64 235-242 5 .24 1.6 93 22 2.5
281-330 31 .43 2.7 185-330
809-5 +12° B2 None 145-168 19 .16 0.6
809-6 +23° <70

Compiled by Don White
Updated to July, 1987




MEMORANDUM
To: Anthony F. Budge
From: Carole A. O'Brien
Date: July 2, 1987
Subject: Risk/Reward/Targets

U.V.X. Mine

Mr. Irwin Parrish recommended a report detailing the target,
potential, probability and reward for several classes of reserves
at the U.V.X. I have spent several days since meeting with Don
on Wednesday, June 24, trying to formulate such scenarios.

Parrish states "Recovery rates can be approximated." "Costs
to explore, develop and mine can be estimated." "Probability of
success can be assigned." All these statements are true,

however, they are still only approximations and estimates.

On page 3 of his report, Parrish says, "... it is safe to
say that no more than say 100,000 tons of high grade flux ore can
be projected." I'm not sure what he suggests by high grade, but
if it is 0.25 oz/ton gold and, at a 10:1 ratio, 2.5 oz/ton
silver, then that target is certainly worthy of consideration.

A scenario for this 100,000 ton target might be the
following:
at a 15 cu.ft. tonnage factor this would equate to a
zone 1250 ft. by 80 ft. by 15 ft. wide.

the M-3 zone, as defined in Bob Hodder and Don White's
memo of May 15, 1987, contains about 14,000 tons of high grade,
flux quality material with 0.23 oz/ton gold and 2.8 oz/t silver.

this represents 14 percent of our "target".

drilling from the 809 station, and just considering a
strike length of 120 feet between holes 809-1 and 809-2, a
vertical height of 80 feet and width of 15 feet, we have about
10,000 tons, or another 10 percent of our "target".

the risk in finding the other 75 percent of our
"target" will be another 6 to 9 months of drifting and drilling.

the reward based on 100,000 tons of even 0.20 oz/ton
gold and 2.0 oz/ton silver follows on the next page.<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>