- at Colorado Springs, Colorado, hereinafter called "Lessee,”

Aurora

. CYCLE CORPORATION, a West Virginia corporation, with main officeé

as604 ok 2T

MINING LEASE AND OPTICN .70 PURCHASE

THIS INDENTURE made and entered into by and between ALLEN.
RUSSELL and HELEN A. RUSSELL, husband and wife, for themselves and
a5 managing partners of a mining partnership, hereinafter called -

"Lessor”, whether one or more, of Beowawe, Nevada and THE GOLDEN 1;-5

WITNESSETH:
1. That the said Lessor for and in consideration of the sum of .

FIVE and nd/lOO Dollars, ($5.00) cash in hand paid, the receipt and

adequacy of which is hereby acknowledged and of the covenants and
agreements hereinafter contained has granted, demised, leased; '
optioned, and let, and by these presents does grant, demise, lease, ;
option and let exclusively unto the said Léssee, its successors and
assigns, the hereinafter described lands, plants, fixtures and im-
provements, including all necessary rights, with the exclusive right_ o

and privilege to explore for, develop, mine (by open pit, underground,

strip mining, solution mining or any other method), extract, mill,
store,‘remove and market therefrom all minerals, metals, ores, lodes
and veins, dips and spurs, all dumps, and materials of whatsoever
nature or sort, hereinafter called "Leased Substapces", (egcept oﬁlﬁa
oil and gas), and of using so much of the surface of said lands as
may be nccessary, usoful ox convenient for the full enjoyment of all
rights herein granted; all of said lands hereinafter referred to as
"Leased Premises" with any roversionary rights therein being situated
in the Mill Canyon Watershed, Cortez Quadrangle, Cortez Mining District, .
Counties of Lander and EBureka, State of Nevada, and daescribed aé.fol—
lows:

a} The following nine (9) patented mining claims: Fmma E, Mineral
Survey 3635; Mayflower, Comstock, Illinois, White Horse, Jumbo, Rhoda.,
and Benjamin Harrison, all Mineral Survey 3207; and

b) any and all other and further interest in lands and mining

claims and the appurtenances thereto owned by Lessor, including water-f

and water rights, rights of access, and ezaements,

2. This lease shall remain in full force and effect from the

date hereof to an including the 15th day of January, 1976, unless

-1 -
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:sodner terminated AS-ﬁéreinafter provided;

. 3._ Lessee shall pay to Lessor or to the credit of Lessor. 1n the
l,Vevada National Bank of Commerce at Battle Mountain, Nevada,” the
;ollowxng rentals, or the Lease and 0pt10n shall terminate: 7

a) $112.50 on @#.before January 15, 1969, and Lessor heréby:
acknowledges receipt of Léssee‘s check dated danuary 15, 1969;

b) $56.25 on or before the 15th day of February, 1969, and a
 like amount on or before the 15th day of each and everf month thére;'
after, to and includihg December 15, 1970; |

e) $93.75 on or before the 15th day of January, 1971, and a
iike amount on or before the 15th day of each and every ﬁonth thefe-
after, to and including December 15, 1975,

d) The above monthly payments shall be £full Eonsideration forlthis
:léase, UNLESS five percent (5%} of the net mint, net mill, or net
smelter returns from all Leased Subsﬁances gold from the Leased :
Premises for any one month shall exceed the amount set forth abo§e
for such month, in which event Lessee shall also pay to Lessor, on
or before the 15th day of the month next followlng such sale, the
difference botween the monthly amount set forth above and 5% of net
nmint, Net Mill or Net Smelter returns. The said payment shall not
reduce any rental payment coming due thereafter, but shall be in
addition to tho above schedula., "Net Mill or Net Smelter returns”
shall mean the amount of paymants roceived by Lassee from the mill
oy smelter, or other purchaser to which any Leased Substances or
concentrates derived from such Leased Substances are delivered for )
treatment and/or sale after doduction has been made for all mill or
smelter penalties and charges, freight, costs of transportation and
haulage from the Leased Premises to the mill or smelter or other
purchaser. “"Net mint retwrns" shall mean the amount of payments
received by Lessee from the United States Mint or authorized bullion
- purchaser after deduction has been made for all postage, express
insurance, and other handling charges incurred in connection with
the shipment of such bullion from the Leased Premises to the purchaser.
Should Lessee build and/or operate its own processing or milling
facilities for processing or milling the Leased Substanceé from said
Leased Premises, no cost of such facility shall be chargeable against

Lessor. Lessee guarantees that the recovery from any processing or

il
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i_ m1111ng fac111ty owned or operated by Lessee shall at least equalr
seventy flve (75) percent of the feed material as to the" follow1ng o
_,Leased Substances- Gold and/or 51IVer.-all payments shall be based
. on’ the above recovery rate if the actual recovery rate is lower
and at the actual recovery rate if sa1d rate is hlgher. Any amount
payable for the sale of any Leased Substances other than those
previously enumerated shall be based on.the actual recovery rate.
Leased substances derlved from said Leased Premlses may be comm1ng1e&
with other ores derived from other lands and the Lessor's interest
in the Leased Substances so commingled shall be determined in accordance
with prevailing sound engineering and accounting practices. All
‘dumps, tailings or any other waste.material preduced by any mining,
milling, processing or other method shall be the sole property of
Lessee so long as this agreement reﬁains in. effect. At Lessor's
option alil payments shall be made by purchaser of the Leased Substances
provided Lessor notifies, in writing, Lessee and purchaser prior to
payment date,

4. Lessor hereby grants to Lessee the exclusive and irrevocable ?{,
right and option, from January 15th, 1976 to and including April 15th,
1976, to purchase all of Lessor's right, title, and interest in the

above described Leased Premises for the total purchase price of EIGHTY

TWO THOUSAND NINE NUNDRED SIXTY EIGHT and 75/100 (5822968.75). In the
event that Lessee pays Lessor total rental payments, under paragraph

3 hereof, including subparagraph 3(d), in the total amount of $7,031.25
at any time prior to December 15, 1975, then the option granted hereby - ;
shall be accelerated and shall be exercisable from the date on which Aﬂg}_é{

o T
Lessor has received a total of $7,031.25Fa date 90 days thereafter: AﬁT:

 The purchase price ($82,968.75) shall be paid as follows:
‘ a) $937.50 together with the letter exercising the option, which
letter shall be mailed by registered mail, return receipt requested,
to Lessor at the address set forth below. The option shall be deemed
exercised on the date of mailing such letter;

b} $82,031.25, by promissory note of Lessee, seoured by Deed
of Trust covering the Leased Premises, said note to include in the

said amount 4% simple interest per annum {imputed interest), and said

note payable as follows:

1) $937.50 on or before one calendar month from the date of
exercise of the option, and a like amount monthly for the next 86

.."l'_
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months thereafter (87 paymentS);

2)  $468. 75 on ox-before the EBth calendar month from the date Df
exercise of the option,

c) Both the note .and deed of trust shall be regular in form,
BU; -both the’ note and ‘deed of trust shall prov;de that the Leased
Premises are the only security for the indebtedness and that no

deficiency judgment shall be sought or enforceable in the everit of

default on said note;

d) Within 60 days of exeréise of.said option, Lessor shall
execute and deliver to Lessee a deed to the Leased Premises, warran;ingl'k
the same to be free and c¢lear of liens and encumbrances created or
suffered by Lessor, and agreeing to protect and defend title to thé }A';
Leased Premises from and against any person or entity claiming by,
through, or under Lessor. At the time of delivery of said deed,

Lessee shall execute and deliver to Lessor the aforesaid note and
deed of trust. The aforesaid deed from Lessor to Lessee shall EXCEPT
and RESERVE unto Lessor, their heirs, administrators and assigns,‘

a royalty of ona pexrcent {1%) of the Net Mint, Net Mill or Net Smelter
Returns as hereinabove defined. This shall be true royalty, and not-
withstanding any other provision contained herein, Lessor shall be
entitled to take its royalty in Kind at any time Lessor so desires.

¢) - Lessor shall also exocute and deliver to Lessee, at the time.
of the exchange of tho doed and the deed of trust;, such other documents‘
and perform such other acts as may be neeassary in order to complete )
the transfer of ownership to tha Lensed Premises.

5. Lessor heroby warrants the said land to be free and clear
from liens and encumbrances created or suffered by Lessor, and agrees to
protect and defend the title to said land from and against any person .
or entity claiming by, through or under Lessor, and agrees that Lessee,
at its option, may discharge any tax, mortgage, or other lien
upon said Leased Premises, and in the event Lessee does so, it shall
be subraogated to such lien with the right to enforce same and apply
Lrentals and rovalties accruing hereunder toward satisfying same.

in case said Lessor owns a less interest in the above descfibed o
Leased Premises than the entire and undivided mineral or fee simple
estate therein, then the rentals, royalties, and payments for signing _ ﬂé
this instrument herein provided for shall be due the. said Lessor only pE
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in:the proportian'that his interest béa;S—té the whole and undivided
'minérél estate-gf_fee; however, such feﬁtal shall be -increased at
thernext succeéding rental énniversary'after the acquisition_ofnaﬁy ’
revefsionary interest or after acquired title to cover the inﬁeres£
so aéquired, aﬁd Lessor agrees to notify Lessee in writing upoh
acquisition of ahj additional interest in the. above described Leased_'l
Preﬁises, whether it be by reversion or after acqﬁired title, or if
such additional acguisition occurs after production be obtained then
the royalty shall be increased to cover the interest so acquired.
Should any one or more of the parties named abové as Lessors fail

to execute this lease, it shall nevertheless be binding upon the party,rr:

"or parties executing the same.

6. Lessee %hall indemnify and hold harmless the Lessor for and on L
account of claims, demands or liabilities arising out of Lessee's
contemplated operations on the Leased Premises; assume full and sole

'responsibility for the contemplated operations conducted on the Leased
Premises, and no employee or agent of Lessee shall, under any circum-
stances, bo deemed an employee or agent of the Lessor; pexform the - ;ﬁ
contenplated operations on the lLeased Premises in accordance with |
good nining practices, good mining practices shall be determined at the
sole discretion of Lessee, shall comply with the applicable laws and
raegulatiens relating to p?rformance ¢f mining operations on the Leased
Premises and shall comply with the applicablo workmen's compensation _
laws, and pay in full for all labor perxformed upon or materials furnished -
to the Leased Premises orxrdered or requested by Lessee and shall keep
the Leased Premises frece and clear from any and all mechanics or
laborers liens except those which Lessea, in good faith, desires to
contest. Lessee shall post, and keep posted, upon said Leased Premises
notice to the effect that same are leased and/or optioned and that
Lessor shall not, nor will said Leased Premises, ke liable for any
labor performed upon or material furnished to said Leased Premises as
ordered or reguested by Lessee, These notices shall be kept and
naintained posted, at all times, in conspicucus places near each
and every entrance to :u;g _eased Premises and on the principal
buildings and shall be printed in clear and legible characters.

7. -During the term of this lease, Lessee does hereby agree to .1;3
perform all assessment work required to be performed upon the mining

claims by law, and does further agree to furnish Lessor with a

-




::ffstatement of all such work and Lessee shall prepare and record all

'. fev1dence the performance of said annual assessment work. Lessee .

_PAGE.

-e'.

}proper affldav1ts. notlces and other documents requlred by law to

'imay locate additional new minlng cla1m5 in the v;c;nxty of the Leased
7 Premlses and Lessor agrees that any and all elalms 50 1ocated by _.'
-}Lessee during and after the term of th1s agreement shall not be aed?
_the same are not hereby made subject to any and all of the terme!e '
conditions and covenants of this agreement except as specified héreie,
Lessor to have no. interest-in new locations made by Lessee in'vicini;f
of Leased Premises except as gpecified herein. -
o ' 8. For the same consideration stated herein, Lessee is hereby
gr;nted the right to use, including éut not-limited to, all roédeays;'a'
easements and licenses and all hereafter installed appurtenances, in‘
‘or under the Leased Premices hereunder for the purpose of producing
metals, ores, minerals or materials from any lands which are owned.
operated or controlled/hdjaceggego or nearby the Leased Premises,
and such right to use abova said facilities will continue after the- ﬁ.f?
expiration of this agreement for so long as the use ef such facilities
is required by Lessce in connection with operations on saiad adjecent erg‘ﬁ
nearby lands; provided that in the event such right is so continued
then Lesseo may oxtond the right to use the portion of the Leasee
Premises necessaxy or convenient to the enjoyment of such right by ;37{
notifying Lessor and making payment of annual rental of Ten Dollars
($10.00) poer acra of the land 80 used., This extension shall specificaliy:.
exclude mineral rights and interests, o
9. Lessee agrees to keep accurate records showing Leased Substances—:
mined and/or processed and/or sold from Leased Premises and furnish
semi-annual reports to Lessor pertaining to production of Leased
Substances. Lessor may llave access to the Leased Premises during
regular business hours, solely for the purpose of inspecting, surveyipg,
sampling and examining Lessee's mine workings on Leased Premises, so
long as such inspection, surveging, gsampling and examination shall
not interfere with Lessee's operation and is at Lessor's sole cost
and risk; exploration workings, drill holes or other like operations
of Lessee shall only be examined by Lessor with written consent ef .

Lessee. Upon termination of this agreement under any of its provisions, .

Lessee will furnish Lessor copies of maps showing location of drill




holes and mine worklngs, and any ana1y51s of samples obtalned on the‘-
deaeeu Premlses together Wluh other geolog1cal data concerﬁlng the f:
Leased Prenlses developed from Lessee s operatlons hereunder, together
-wi'h appropriate surrenders, :ellnqulshments and qultclalms to Lesspr
of the Leased Premises. 7 ' |
10. Failure by Lessee to perform or comply with any'of the tefms;'
provisions of conditions of this iease,'expressed er implied,'shali_“
not automatically terminate this lease nor renéer it nuii and voié;;
but in the case of such default lLessor may notify Lessee in writing -

of each specific breach and Lessee shall have a perlod of ninety (90)

“days after receipt of such notice within which to cure such default. T
The ninety {(90) day period specified above shall be thirty (30) days if{;
the violation or breach is of a provision or covenant by Lessee Qo '

make payments to Lassor.

11. The rights of either pafty herecunder may be assigned in o
whole or in part and the provisions hereof shall extend to the heirs,
executors, administrators; successors,;and assigns, but no change
or division in owncrship of the Leased Premises, rentals o royalties,‘
however, accomplished, shall operate te enlarge the obligations or
diminish the rights of this agreement., No such change or division in
tha ownership of the Leased Premises, rentals or royaltles shali be
pinding upon Lossce for any purpose until such person acquiring any inter-
est has further furnished Lessce with the instrument or instrumenes,
or vertified copies therof, constituting his claim of title from the
original Lessor.

12, Lessce shall have the right at any time during or within
gix (6} months after the termination or expiration of this lease to _:
remove all property, fixtures or structures erected or placed by
Lessce on or-in the Leased Premises, but shall not remove or impair
any supports placed in the underground mines or any timbers or support _‘f
frameworX necessary to the use and support of the shafts or other
entryways to the mines, or any haulageways within the mines. The
compensation herein provided shall be deemed to be full payment to
Lessor for any damages which may be caused to .the Leased Premises by
Lessee's oparations hereunder so long as Lessee conducts such operation(

in a reasonable and prudent manner withput.negligence on the part of

Lessee.




7113.' Lessee agrees eo pay-promptly when due all taxes 1ev1ed and ‘

f';assessed upon the proPerty except as herelnafter'brOVLded and durlng

f;;f _iiuhe term of “the agreement Lessee also agrees to pay promptly when duei
iall ta\es lev1ed and assesseﬁ upen any 1mprovements placed by Lessee-?

:.upon the premlses.l As to severance:tax, and all other taxes,that are'

rjnow or may be hereafter 1eV1ea and computed on the amount or- value of'

. ores oroduceu, Lessor and Lessee shall bear their pro rata share,

=:'11:)r<)v1(ied the pro rata share of Lessor shall be determined by multlplylng
the gross amount of royalties pald unto Lessor during the taxing per;ods
be the applicable tax rate, the balance of the tax being Lessee's o
pro rata share, If Lessor fails to pay taxes chargeable solely to-
Lessor or its pro rata share of taxes_when due, Lessee may, at its.
option pay Lessor's taxes or Lessor's pro rata share of taxes as herein
defined and deduct said payment’ or payments for royalties or ;entais
due or to become due unto Lessor hereunder. |
14. Lessee shall have the right to unitize, pool; oxr combine‘a;l _
or any part of the above Leased Premises with other lands, vhether owneq;f

t

leased or controlled by Lessee or others in the same general area. by

entering into a cooperative or unit plan of development or'operation'

ang, from time to time, change, modify or terminate any such plan or.

agreement. In the event Lessee enters into such cooperative or unit.;ﬂﬁh;

plan of development or operation thereshall not be any modification ﬁgk
ﬁ¢q of the royalty provisions of this agreement, the commencement of pro-
R duction on any portion of such a cooperative or unit plan created here-
under shall have the same offect upon te terms of this agreement as if
psroduction were commenced on the Leased Premises embraced by this
agrcement, and this lease and option shall not terminate or expire
during the life of such plan or agreement. Lessor shall only receive
royalty payments from his leased premises, Lessor has no right to any' ot
royalty payments from other lands in such a unit or pool. If actual‘
production is not obtained from Leased eremises during any lease year, _
then Lessee shall make rental payments as stated in Paragraph three (3).-.

|

In case of dispute or question of ownership of any lode, vein, spur or

other deposit of Leased .Substances, Lessee will pay into a court of_

ﬂNUA competent jurisdiction all royalties payable from such lode, vein,

’R
CALN

spur or other deposit until ownership is determined by the court of.

competent jurisdictipn. Lessee shall file a written cooperative or unit;-




'plan for record in the county in whlch such. cooperatlve or unlt plan
is loraLed.

V 15. All notlces shall be deemed . to have been properly glven
when made in writing and sent by certified mail- or telegraph w1th all
necessary postage or charges fully prepaid and addressed to the"ff"c‘

partles hereto as follows: o

Mr. and Mrs. Allen Russell The Golden Cycle Corporatioﬁ
Beowawe, Nevada P. O. Box 4576

Colorado Springs, Colorado 80909

All notices shall be deemed to be given when deposited in the Unltedd :

‘States mail or Western Union Telegraph office and the timé given the. .=
party receiving such notice shall run from the date the notice is
deposited as aforesaid. :

16. With respect to and for the purposes of this agreement
Lessor, and each of them if there be more than one, hereby release
and waive the right of homestead, any and all dower and similar rights U
conferred upon or reserved to such spousé by the laws of the state ic

‘which the Leased Premises above described are located.

17. It is further agreed by and between the pcrties hereto thatf
Lessee shall be entitled to all (100‘) of depletion and depreciaﬁion for:;
income tax purposes, EXCEPT that Lessor shall be entitled, from and
after delivery of the deed after the exercise of the option herein

provided, to depletion allowances upon Lessor's true royalty interest

18, It is further agreed by and between the parties that the
Leasad Premises shall include any and all claims located by Lessor from
and after the date hereof, within 3,000 feet of the Leased Premises,
but that the Leased Premises shall not include claims located by
Lessee or purchased by Lessee. However, Lessee agrees, in the event
of termination of this lease or in the event of foreclosure of the
aforesaid deed of trust, that within 60 days of termination or fore-
closure Lessee will execute and deliver a good and sufficient Special
" Warranty Deed to Lessor conveying unto Lessor any and all claims

located by Lessee within 3,000 feet of the Leased Premises. Claims
~and properties purchassd by Lessee shall be and remain the property
of Lessee.

18. It is understocd and agreed that Lessor has occupied the

Leased Premises as a home for many years, and it is agreed by Lessee
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E 'hone, PROVIDED HONEVER that Lessor assumes full cost and- rlsk for -

',3thac S0 long as. tne presence of LeSSOr does not 1nterfere w;th Lessee s
Zsuch occUpancy and Lessee shall not- be llable for damage or 1njury to

‘Lessee harmless from all claims or actions for such damage or injury;f

- S

0peratlons, Lessor may-. contlnue to occupy the Leased Premlses as a’

Lessor, Lessor's praperty, or persons v151t1ng Lessor which damage or
injury is spec;flcelly assumed by Lessor and Lessor agrees to save ;?

" 20. It is further understood and agreed by and between fhe:perﬁies

hereto that certain of the mining claims included in the Leased Premises .-

are subject to adverse claims, some of which are in litigatien. It .

is agreed that Lessee may and shall assist Lessors, to whatever exgent
Lessee deems advisable, in protecting and preserﬁing all of the

Leased Premises, but that Lessee shall not be entitled to money damages

‘recovered for any action arising prior to the date of this Lease.

- r * \
21. This Lease contains the entire agreement between the parties

and nothing not spacifically stated shall be enforcable, especially
any covenants implied upon Lessee to develop. .
IN WITNESS WHEREQF, this mining agreement is executed this 25
day of december, 1968. ) '
(Nt P

ATLEN RUSSELL, for himself and as
managing partner

HELBN'A.'RUSSBLL, Tor
as managing partner

ACKNOWLEDGMENT FOR NATURAL PERSONS

{For use in ARizona, Coloradeo, Idaho, Kansas, Montana, Nebraska, Nevada,
New Mexico, North Dakota, Oklahoma, Oregon, South Dakota, Utah, Washlngton
and Wyoming) ' .

STATE OF NEVADA ) -
) GR
COUNTY OF LANDER -~ ) had

I, the undersigned Notary Public, do hereby certify that on the
_30th day of December, 1968, personally and in person appeared ALLEN
RUSSELL and HELEN A, RUSSELL his wife, the signers of the above instru-—

mernt, and perxsonally known to me to be the persons described in and
who executed the foregoing instrument and whgse names are subscribed
thereto and duly acknowledged to me that they freely and voluntarily
signed, sealed, executed and delivered the same as their free and
voluntary act and deed for the uses and purposes therein specified and
set forth.

Given under my hand and orflclal Notarial seal thls _30th day - 1k
of December, 1968. M

DORIS §. ¥, WILSON
@ wah!ﬂic Stote of Nevedy
Lunder Coundy
l &C—-&ﬁ-“ﬂ.lﬂ




K. G. l?ayne, Pres:.aent i

l_'__

CORPORATION ACKNOWLEDGMENT
#£ATE OF COLORADO)

)ss.
COUNTY OF EL PASQ)

The foregoing 1nst-.rumant was acknowledged before me this 2[ ‘ﬂ‘
‘day of December, 1968, by A. GEORGE PAYNE as President and M. E. . °
'MACDOUGALL "as Secretary of THE GOLDEN CYCLE CORPORATION, a corporatiom

T

My notarial commission expires My Complgsi 23 Ao .

d mn%&é B
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T. DAVID HCRTON

ATTONNEY AT Law

BATTLR MOUNTAIN,
NevAoa 80820

_STATE OF NEVADA - )
'COUNTY OF LANDER )

" BOOK _PAGE_ i |

ACKNOWLEDGMENT -

88

ALLEN RﬁSSELL, being first duly sworn, deposes and séysﬁ L

That he is the lawful attorney in fact of RAY NELSON |
pursuant to that certain Power of Attorney dated July 5, 1963,

a photocopy of which is attached hereto, relating to a one-third
interest of the said RAY NELSON in and to the following described |
patented lode mining claims in Eureka County, Nevada:

Aurora, Rhoda, Benjamin Harrison, Jumbo,

Mayflower, Comstock, Illinois, White Horse

and Enma E,

Affiant hereby ratifies and acknowledges as attﬁrney in|
fact for said RAY NELSON the foregoing Mining Lease and Option to
Purchase to Golden Cycle Corporation and acknowledges that affian
executed the same and this supplemental acknowledgment freely and

voluntarily and for the uses and purposes therein mentioned.

gy DOUS LY. WK W

{(@3\ Hotory Public -— Stole ¢f Nevoda
.‘.J Lander County

My Commission Fapires Morch M, 910

..... e

Subscribed and Sworn to before me
this 24th day of .January, 1969,
}

¢ the
County of lander, State of Nevada,

My Commission Expires: MARCH 24, 1970
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