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MINING LEASE

THIS MINING LEASE, is made effective as of January 5,
1985, regardless of the dates upon which it actually is
executed by the parties hereto, by and between FRECAMBRIAN
EXPLORATION, INC., a Nevada corporation ("Lessor”"), whose
address is 4955 Iris Street, Wheat Ridge, Colorado B0033, and
TONKIN SPRINGS GOLD MINING COMPANY, a Colorado corporation
{"Lessee”), whese address is 1600 Hudson's Bay Centre, 1600
sStout Street, Denver, Colorado B80202-3133.

RECITALS

WHEREAS, Lessor owns certain mineral properties in Bureka
County, Wevada. which Properties are described in Exhibit A to
this Lease and defined in Section 1.22 hereof: and

WHEREAS, Lessee wishes te lease the Properties from
Lessor, and Lessor wishes to lease the Properties to Lessee,
subject to the terms and conditions of this Lease;

NOW, THEREFORE, in consideration of the mutual covenants
and agreements of the Parties contained herein, Lessor-and
Lessee agree as follows:

ARTICLE I
DEFINITIONS

As used in this Lease, the following terms have the
meanings indicated:

Section 1.01. YAccounting Procedure” means the procedures
set forth in Exhibit C.

section 1.02. “Affiliate" means any person, partnership.
joint venture, cocporation or other form of enterprise which
directly or indirectly contiols. is controlled by. oT is under
common conirol with, a Party or that holds or beneficially owns
50 percent or more of the equiiy interest in a Party or 50
percent or mere of any class of votling securities of a Party.
Faor purposes of the precading sentence, "“control® means
possession, direectly or indirectly, of the power to direct or
cause direction of management and policies through ownership of
voring securities, contract, votimg trust or otherwise.

cection 1.03 "Area of Interest" means the area described
in the plat attached hereto as Exhibit B.
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Section 1.04. "Commence Commercial Production" or
"Commencement of Commercial Production” means to mine, stack

and begin leaching at least 200,000 tons of gold core froem the
Preperties.

Section 1.05. "commegrcial Preduction” means the
extraction, processing and marketing of Products of
merchantable form and quantity from the Property, in quantities
larger than required for the purpose of bulk sampling, testing,
analysis or evaluation.

Section 1.06: "Costs" means all costs and expenses of
Operations, calculated in accordance with paragraph 5 ¢f the
Accounting Procedure.

Section 1.07. “"Development” means the post-Exploration
preparation of the Properties for Commercial Production,
including the removal of cverburden, construction of leaching
pads, installation of equipment, and construction and
insctallation, modification, repair, alteration or expansion of
capital assets or other improvemenis or Facilities te be used
for Commercial Proeduction.

Section 1.08. "Exploraticn” means the pre-Development
work of investigating the Properties, prospecting, searching
and exploring for minerals on, in or under properties wholly or
partly within the Area 'of Interest {(whether before or after
acquisition by a Party pursuant to Article VIII) and examining,
measuring and sampling any mineral deposits discovered to gain
knowledge of the size, shape, position, characteristics and
value of the deposit.

Seetion 1.09. “Facilities" means all personal property,
machinery, equipment, fixtures, improvements and other tangible
or intangible properties acquired, constructed or imstalled on
or for the benefit of the Properties by or on behalf of Lessee.

Section 1.10. *“Financial Accounts* means the books and
records maintained by Lessee in accordance with the Accounting
Procedure.

Section 1.11. "Guaraaty" means that certain Guaranty of
even date herewith from Silver State Mining Corporation,
attached hereto as Exhibit D.

Secrion 1.12. “Lease!" means this Mining Lease, including
all amendments and modifications thereof and all exhibits
thereto, wWhich are incorporated herein by cteference.

Section 1.13. "Lessee Pavout" means such time as Lessee
shall have received aggrecgate Net Profits equal to the
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aggregate amount of Lessee's investment in the Properties (as P
defined below in this Section 1.13). plus simple interest o
accruing at the Prime Interest Rate on the outstanding balance

of Lessee's investment in the Properties. For purposes of this
definition, Lessee's investment in the Properties at any given
time shall be deemed to be: (i) Costs incurred by Lessee at

any time {including before the effective date of this Lease)
prior to the initial Commencement of Commercial Production;
plus (ii) the $50,000 paid by Silver State Mining Cerporation "
to Lessor pursuant to the Option Letter Agreement between -
Silver State Mining Corporation and Lessor dated October 12, o
1984 (the "Option Letter”"); minus (iii) the aggregate amount of
any Net Profits that have been retained by Lessee at or prier
to that time.

Interest shall begin to accrue on Costs on the dates
that such expenses were incurred by Lessee. Interest on the
$50,000 paid by Silver State Mining Corporation pursuant to the
Option Letter shall accrue from December 19, 19B4.

i

Section 1.,14. "Lessof Pavoutrt" means such time. as Lessor F
shall have received aggregate distributions from its Net i
Profits royalty pursuant to Article V egual to its investment ?
1]

in the Properties (as defined below in this Section-1.14), plus
simple interest aceruing . at the Prime Interest Rate from the
effective date of this Lease on the outstanding balance of
Lessor's investment in the Properties. For purposes of this
definition, Lessor's investment in the Properties at any given
time shall be deemed to be the amount of $1,200,000, plus the
reasonable legal expenses incurred by Lessor in connection with
the negotiation, ‘drafting and c¢lesing of this Lease, minus the
aggqregate amount of any Net Profits royalties that have been
paid to Lessor at or prior-to that time.

Secrion 1.15. "Mining"” means the poest-Development mining,
extracting, transporting, producing, handling. milling or other
processing of Products, and such reclamation as may be reguired
under the terms of this Lease.

Secrion 1:16. "Net Operating Losses” shall mean any
excess of Costs of Mining and Commercial Production {(but not
including Costs of Expleration and Development and Costs of
conscruction. installation, modification, repair, alteration or
expansion of capital assets on the Properties) over the cash or
value accounced for of realized from or through sales or
distributions in kind of Products as provided in Article V
hereof and paragraph 4 of the Accounting Procedure.

'
i
I
i

Section 1.17. "Net Profits" shall mean the sum of all
proceeds from the sale or distribution of Products and proceeds
from other miscellaneous sources, calculated as provided in
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Article V hereof and subparagraphs 4(A) and 4(B) of the
Accounting Procedure, less Costs of Mining and Commercial
Production, but not less any Costs for Exploration or
Development or any Costs of construction, installation,
modification, repair, alteration or expansion of capital assets
on the Properties.

Section 1.18. "Operations" means all activities of Lessee
under this Lease, including Exploration, Development, Mining
and Commercial Production.

Section 1.19. "Party" means the Lessor or Lessee, as the
context requires, and "Parties" means Lessor and Lessee.

Section 1.20, “Prime Interest Rate” means the interest
rate published by Citibank in New York, New York as its prime
rate, adjusted monthly as provided in this definition. 'On the
25th day of each calendar moncth, the Prime Interest Racte shall
be adjusted for the following calendar month to the rate in
effect (a) as of the close of business on that day or (b) if
that day is not a business day, as of the close of business on
the immediately prioer business day. If Citibank ceases to
publish a "prime rate," Lessee shall designate a major
financial institution based in New York, New York, and the
prime interest rate of that institution (or comparable rate, 1if
the term "prime interest rate” is no longer in use) shall be
deemed to be the "Prime Interest Rate"” in this Section 1.20.

Section 1.21.  "Products" means all ores, concentrates,
slag, dore, bullion or other mineral commodity produced from
the Property.

Section 1.22. “Property" ot "Properties”, unless
otherwise specifically indicacted, means (a) the unpatented
mining claims described in Exhibit A, (b) all additional real
property rights or contract rights in the Area of Interest
subsequently included in the Properties pursuant to this Lease,
and (¢) all related franchises, surface rights, easements,
cights-of-way, permits, licenses, water rights and other
appurtenant cights.

ARTICLE 1}
GRANT OF LEASE

Lessor hereby leases eXxclusively to Lessee, on the
terms, conditions and limitations contained in this Lease., all
of the right, title and interest that Lessor now has or
hereafter acquires in the Properties. Lessor hereby grants to
Lessee, on the terms, conditions and limitations contained in
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this Lease, the sole and exclusive right and privilege to
explore and prospect for, develop, mine (by any surface or
subsurface merhod), treat, mill, remove, prepare for market.
store, market, sell and ship Products from the Properties for
its own account, subject te its obligations pursuant to Article
V to account to Lessor for Lessor's production royalty of Net
Profits. Lessor also grants to Lessee the right to enter upon,
use and cccupy the Properties with workmen, structures, and
equipnent: the right to construct, use, maintain, repair,
replace, and relocate bulldings, rocads, tailings ponds, waste
dumps, ditehes, pipelines, power and communication lines,
structures, mills, processing facilities, utilities, and other
improvements and facilities reascnably required by or useful to
Lessee for the full enjoyment of the Properties; the right to
use so much of the Properties as may reasonably be necessary.
convenient or suitable for the sterage and/or permanent
disposal of wastes, residuesg, tailings or other by-products of
development, production or other Operaticns on the Properties;
the right to drain through and from the Properties and to draw
into any water course in, upon, or ,under the Properties any
water from Operations conducted thereon or on other propecties
owned, worked, or leased by Lessee; the free and uninterrupted
right of Lessee and its authorized agents of ingress and egress
to, through, under, upon, and from the Properties for said
purposes; the privilege of moving materials of every kind
across, under, or through the Properties, of moving such
material from the Properties to other lands in the area, and of
milling and preparing Products from the Properties or from
other lands, separately or commingled, as Lessee may elect; and
all other cights and privileges of any nature necessary or
convenient in order to exercise any of Lessee's rights
hereundec. Prior to commingling Products from the Properties
with Products from other landes, Lessee shall take such steps
regarding determination of weight, veolume and mineral content
and regarding taking, distribuction, and retention of sample
splits as Lessor may reasonably requesc.

ARTICLE If1

TERM OF LEASE

Unless sooner terminated pursuant to other provisions of
this Lease, this Lease shall remain in effect for a primary
term of thicty (30) years from the effective date hereof, and
for s0 long thereafrer as Development, Mining or Commercial
Production is occurring on any of the Properties on a
continuous basis. For purposes of this Article III, such
activities shall be deemed to be occurring on a continuous
basis 1f all or any of such activities occur on any ¢f the
Properties during at least one hundred eighty (180) days of an
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anniversary year of this Lease, subject to events or force
majeure as provided in Section 12.02 hereof. Unlesc otherwise
specified, all references herein te the “term® of this Lease
shall mean and include both the primary and extended term.

ARTICLE 1V

WORK COMMITMENTS AND COMMERCIAL_ PRODUCTION BY LESSEE

Section 4.01. Drilling Commitment/Permits. Lessee hereby
agrees to drill at least 5,000 feet of exploratory test holes

on the Properties prior to January 1, 1986 and to contract with
Thomas E. Gesick ("Gesick”) for such drilling in the manner
described in the letter from Silver State Mining Corporation to
Lessor dated January 17, 1985 (the "Gesick Letter“j; provided,
however, that the term of Lessee's contract with Gesick shall
commence when this Lease has been executed by both Lessor and
Lessee, and shall end on October 31. 1985, In addition, Lessee
shall obtain as soon as possible all permits necessary in order
To Commence Commercial Production, and Lessor shall provide
Lessee with its full cecoperation and assistance in procuring
such permits.

Section 4.02. Commencement of Commercial Production in
19865, Lessee shall Commence Commercial Production on or before
December 31, 1985, if:

(i) On or before July 1, 1985, Lessee has cbtained all of
the permits necessary in order to Commence Commercial
Production: and it

(1i) The average afternoon London fixing price of refined
gold bullion over any period of sixty consecutive business days
between April 30 and September 1 . of 1985 is at least U.S. $310
per CLioy -gunce.

In the event that conditions (i) and (ii) above are
met but Eessee fails to Commence Commercial Production on or
before December 31, 198%, then (unless such failure is caused
by a force majeure as provided in Section 4.06 hereof) Lessee
shall pay Lessor $100,000 on January 1, 1986, and the
provisions of Section 4.03 nereof thereupon shall apply. If
conditions (i) and (ii) above are not met, then the provisions
of Section 4.03 shall apply commencing January 1, 1986, and
Lessee shall not bhe required to pay Lessor the $100,000 amount
provided for in the preceding sentence in order to keep this
Lease in effect through December 31, 1986&. If Lessee Commences
Commercral Production on of before December 31, 1985 pursuant
to the provisions of this Section 4.02, then the provisions of
Section 4.05 hereof shall thereupon apply and Sections 4.03 and
4.04 hereof shall have no force or effect.
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Section 4.03. Commencement of Commercial Production in
1986. Lessce shall Commence Commercial Production on or before
December 31, 1986, if:

(i) On or before July 1, 1986, Lessee has obtained all of
the permits necessary in order to Commence Commercial
Production; and if

(ii) The average afteinoon London f£ixing price of refined
gold bullion over any period of sixty consecutive business days
berween April 30 and September 1 of 1986 is at least U.S. $310
per tTroy ounce.

In cthe event that conditions (1) and (ii}) above are
met, and Lessee was not required to make the $100,000 payment
to Lessor pursuant to Section 4.02 hereof, then, if Lessce
fails to Commence Commercial Production on or before
December 31, 1986 (unless such failure is caused by a force
majeure as provided in Section 4.06 hereof), Lessee shall pay
Lessor $100,000 on Januacry 1, 1987, and the provisions of
Section 4.04 hereof thereupon shall apply. . In the event that
conditions (i) and (ii) above are met, and Lessee was rcequired
to make cthe $100,000 payment to Lessor pursuant to Section 4.02
hereof, then, if Lessee fails to Commence Commercial Production
on or before December 31, 1986, the sole effect of such failure
shall be that this Lease shall terminate automatically at
midnight, December 31, 1986, unless on or before December 31,
1986, Lessee pays Lessor the sum of $100,000, in which event
this Lease shall remain in effect until at least December 31,
1987 (unless otherwise earlier terminated hereunder), and the
provisions of Sectien 4.04 thereupon shall apply. If
conditions (i) and (ii) are not met, then Lessee shall not be
required to pay the $100,000 provided for in this Section 4.03
in order to keep this Lease in effect through December 31,
1987, and tne provisions of Section 4.04 hereof shall apply.

If Lessee Commences Commercial Production on or before
December 31, 1986 pufsuant to the provisions of this Section
4.03, then the provisions of Section 4.05 hereof shall

thereupon apply and Section 4.04 hereof shall have no force or
effect.

Section 4.04. Commercial Production Deadline. Anything
to the contrary herein notwithstanding, in order to keep this
Lease in effect beyond December 31, 1987, Lessee must Commence
Commercial Production on or before December 31, 1987. In the
event that Lessee fails to 40 so, then this Lease shall
terminate automatically effective as of December 31, 1987.

Secrion 4.05. Subsequent Production; Suspension of
Commecrcial Production. Subject to the provisions of this
Section 4.0%, after Lessee has Commenced Commercial Production,
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it shall continue Commercial Production at the maximum economic

rate subject to the iimits of economically producible ore
reserves, good eccnomic mining practice and climatic
conditions. Lessee may suspend Commercial Production at such
time as the average afternoon Londen fixing price of refined
gold bullion over the immediately preceding sixty consecutive
business days was less than U.S. $310 per troy ounce, but,
subject ro force majeure conditions as provided in Section
12.03 hereof. Lessee shall resume Commercial Production when
such average afternoon f£ixing price over the immediately
preceding sixty consecutive business days equals or exceeds
U.S. $310 per Lroy ounce.

gecrion 4.C6. Effect of Force Majeure. The force majeure
provisions of Section 12.03 hereof shall not defer, suspend, oOr
have any other effect whatsoever with regard to the
December 31, 1987 Commencement of Commercial Production
deadline prescribed in Section 4.04 hereof. However, if force
ma jeure conditions are present and the force majeure provisions
of Section 12.03 hereof are invoked by Lessee, the December 31,
1985 and December 31, 1986 Commencement of Commercial
Production deadlines prescribed in Sections 4.02 and 4.03
hereof, respectively, the due dates of the $100,000 payments i
provided for thereia, and the resumption of Commercial
Production provisions of Section 4.05 hereof, shall be deferred
and extended for the peried of force majeure as provided in
Section 12.03.

Section 4.07. Payment of Costs of Operations. For so
long as this Lease remains in etfect, Lessee shall pay all

costs of all Operations and shall bear any Net Operating
Losses.

ARTICLE V

LESSOR'S NET PROFITS ROYALTIES

Sectien 5.01. Payments of Wet Profits Rovalties
Generally. Lessee shall pay Lessor, on.a monthly basis, a
pcoduction royalty equal to the applicable percentages of Net
Profits specified in Sections 5.02, 5.03 and 5.04 below, after
Lessee has retained a reserve of a reasonable amount of cash
for working capital. Suci reserve shall (i) not include any
amounts tor construction, installation, modification, repair,
alteration or expansion of any capital assets on Lhe
properties, and (ii) be maintained by Lessee in an interest E
bearing account with all interest earned thereon being included i
as patrt of proceeds from the sale of Product for purposes of
calculating Net Profits. ;

i
]
i
i
'
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Section 5.02. Net Profits Rovalty Prior to Lessor
Payout. Except as provided in Section 5.04 below, prior to the
occurrence of Lessor Payout, Lessee shall pay Lessor a
production royalty equal to 10% of Net Profits until Lecsee
Payout has occurred, after which Lessee shall pay Lessor a
production royalty equal to 70% of Net Profits. Prier to the
occurrence of Lessor Payout all payments of Lessor's production
royalty shall be in cash only, and Lessee shall have the
discrection of marketing the refined Products at not less than
the prevailing market price and pursuant to whatever macketing
mechanism it deems advisable, including arms-length forward
sales and hedging; provided, however, that Lessee shall not
enter into any contract that applies to more than 55% of
produciion of Products for more than one year from the date of
thar eontract without Lessor's prior written consent. All Net
Profits accounting for any such forward sales and hedging shall
be made on the basis of the proceeds actually received by
Lessee as a result of such dispositions.

Section 5.03. Net Profits Rovalty Following Lessor
Payoutr: Taking of Royalty in Kind. Except as provided in
Section 5.04 below, after Lessor Payout has-occurred, Lessee
shall pay Lessor a production royalty equal to 45% of Net
Profits. After the occurrence of Lessor Payout, and subject Lo
the terms of any contracts of sale then outstanding, Lessor
shall have the option of taking in kind or separately disposing
of 45% of refined Products. Such right may be exercised by
giving Lessee at least 30 days' written notice of Lessor's
intention to take in kind or separately dispose of its share of
tefined Products. ULessee shall give Lessor notice at least 10
days in advance of the delivery date ppon which Lessor's
respective share of refined Products will be available. It
Lessor fails to exercise its right to take such share of
refined Products in kind, then Lessee shall have the right to
market such share as agent for Lessor at not less than the
prevailing macket price. Any extra expenditure incurred by
Lessee due to Lessor's taking in kind or separate disposition
of refined Products shall be borne by Lessor. Nothing in this
Lease shall be constfued as providing, directly or indirectly,
fer - any joint or-cooperdative marketing or selling of Products
or permitting the processing of Products of any parties other
than the Parties at any processing facilities constructed by
Lessee pursuant to this Lease. Notwithstanding any other
provision of this Lease to the contraty. if Lessor exercises
its right to take in kind cr sepacrately dispose of refined
Products under this Section 5.03, then Lessor shall be required
to pay Lessee 45% of Costs of Mining and Commercial Production
(but not including any Costs for construction, installation,
modification, repair, alteration or expansion of capital assets
on the Properties) that are associated with the production of
tne refined Products so taken or disposed of. Lessee shall
biil Lessor for such Coste as they are incurred, and Lessor
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shall pay such bills within 15 days of its receipt of those
pills.

Section 5.04. B8Special Cost Recovery by Lessee. The
purpose of this Section 5.04 is to readjust pecriodically the
payments of the Net Profits royalty to Lessor, 1f necessary. co
take into account Costs for Exploration or Development orC
construction, installation, modification, repair, alteration or
expansion of capital assets on the Properties or Net Operating
Losses that may be incurred by Lessee following the initial
commencement of Commercial Production. In order to accomplish
this purpose, Lessor's Net profits royalty may, from time to
time following the occurrence of Lessee Payout, revert to 10%.
Inmediately after the occurctence of Lessee payout, an account
shall be established which shall be Known as the Lessee Special
Cost Recovery Account ("LSCRA"). The LSCRA shall be credited
with: (i) all Costs incurred after imitial commencement of
Commercial Production for Exploration-and Development and
construction, installaction. modification, rcepair, alteration or
expansion of capital assets on the Properties; and (ii) all Net
Operating Losses that are incurred by Lessee. The LSCRA also
shall be credited with amounts equal to simple interest at the
Prime Interest Rate on the balance of the LSCRA. - During any
period of time when there isa positive balance in the LSCRA,
the LSCRA shall be debited by the amount of Net Profits
retained by Lessee and by the amount of any distributions to
Lessee under Section 10.03 nhereof. For purposes of the
preceding sentence, distributions of cefined Products taken in
xind or separately disposed of shall be accounted for on the
basis of the arternoon Loadon fixing pcice of such refined
Producrs on the date that such refined Products are ready for
shipment. Notwithstanding any provision o¢f this Lease to the
¢ontrary, at any time that there is a positive balance in the
LSCRA, Lessor shall recelve a production royalty equal to 10%
of Net Profits.

Section 5.05. - Payment of Distributions. Payments of
Lessor's Net Profits coyalty shall be deposited into a bank
account to be established by Lessor for the purpose of
receiving such payments. Any refined Preducts taken in kind or
separately disposed of by Lessor puctsuant to this Acfticle V
shall be delivered or made available by Lessee in accordance
with instruccions furnished to Lessee exclusively by Lessor.
Lessor shall indemnify Lessee for any losses, liabilities or
obligations that Lessee may accrue in connection with its
administration of cash and in Xind distributions allocated to
Lessor upnder this Section 5.05: provided., that such
indemnification shall not be enforceable by Lessee if Legsee
has failed to comply with the provisions of this Section 5.05
in administering the distcibution in question. Any payments by
Lessee of Che $100,000 amounts under Sections 4.02 and 4.03
above shall be made by Lessee directly to Lessor at Lessor's
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address for notice heceunder, and the provisjions of this
Section $.0% shall in no way apply Lo such payments.

Section 5.06. Reports. On or before the last day of each
calendar quarter during the term of this Lease, Lessee shall
furnish Lessor with a statement setting forth, in reasonable
detail, the computation of Costs and MNet Profits for the
previous caiendar quarter.

Section §.07. Audits. Upon ten days prior notice from
Lessor to Lessee, Legsor shall have the right to audit, at its
sole expenss, the records of Lessee relative to Operations and
the computaticn of Costs and Net Profits. Any audit made
pursuant to this Section 5.07 shall be during Lessee‘s normal
business hours. Lessor shall have no right to audit the
records of Lessee relating to Costs and Net Profits more than
24 months prior to the date of the audit. All such records
that are more than 24 months prior to -the date of cthe audit,
and all Costs and Net Profits calculations based thereon, shall
be conclusive as between Lessee and Lessor.

Section 5.08. Nature of Production Royalty Interest.
Lessor's interest in Net Profite shall constitute an economic
interest in minerals in place but, except as expressly provided
to the contrary in this Lease, Lessee shall have no obligation
Lo begin or prosecute‘any Operations, nor shall there be any
impiied covenants under this Lease t¢ do so. Exceptr as
expressly provided to the contrary herein, Operations conducted
by Lessee shall be performed only to the extent and at such
time and locations, and by or with such metheods as Lessee, in
its sole discrection, shall deem desirable.

Section 5.09. Suspension of Production Royalty Payments.
In the event that any person, firm, or corporation {(other than
Lessor or its succesors or assigns and other than any party
from whom a property in the Area of Interest is acquired
pursuant to Article VIII) claims to be entitled to all or any
portion of any production royalty payment that becomes due
Lessor under this Lease, Lessee shall have the right to suspend
payments to Lessor to the extent of the adverse clainm
asserted. Said suspension shall not result in termination of
this Lease and shall remain in effeet until such adverse claim
is resolved to Lessee's satisfaction. The suspended payments
shall be deposited by Lessee intc an interest-bearing account,
Upon resolution of the adversae claim to Lessee's satisfaction,
the payments plus interest accrued thereon shall be remitted to
the party entitled to same. If any person, firm or corporation
(other than Lessor or its successors or assigns and other than
any party from whom a property in the Area of Interest is
acguired pursuant to Article VI1l) is entitled to the payment
of producrtion royalties in the Propecties or production
therefrom, and if Lessee is required to pay same, then Lessee
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may deduct such payments from any payments that are of become
due Lessor under this Lease.

ARTICLE VI
LESSEE'S RIGHTS AND OBLIGATIONS

Lessee shall have the following rights and obligations
in connection with Operations:

Secrion 6.01. Protection of Properties and Facilities.
To take all actions, to make such expenditures and to incur
such liabilities as may be necessary or prudent to maintain and
protect the Properties and Facilities, including, without
limitation, the payment of all taxes, rovalties, rentals and
other amounts payable with respect to the Properties or the
Facilities, the performance of dutieg tec maintain the interest
of the Parties in and to the Properties, and the conduct of
such title examinatiens and, subject to Section 6.04 hereeof,
the curing of such title defects with respect to the Properties
as may be advisable in the reascnable judgment of Lessee, after
consultation with Lesser. Lessor agrees to make available to
Lessee all title information regarding the Propecties in
Lessor's possession or centrol. Lessee shall keep the
Properties free and clear of all liens and encumbrances, except
for those, if any, created by Lessol. Lessee shall post and
maintain on the Properties notices in the form of Exhibit E to
this Lease and shall properly record such a notice in the real
estate records of Eureka County. Nevada. WNotwithstanding the
foregoing provigions, Lessee shall be permitted to encumber
unilaterally its interest in this Lease, as the csame may from
time rto time exist.

Section 6.02. Retention of Consultants and Purchases of
Material. To arrange for and carry out Operations, including
without limitation, (i) obtaining such consultants,
technicians, lawyers, accountants, agents, Affiliates, and
independent coutractors as Lessee may deem to be reasonably
necessary or helpful: provided, however, that if Lessee engages
Affiliates to provide services hereupnder, it shall do so on
terms no less favorable than would be the case with unrelated
persons in arms-length transactions: (1i) purchasing, leasing
or entering into contracts with Aftfiliates for materials,
supplies, equipment and services in connection with Operations;
provided, however, that if Lessee purchases or leases from, or
enter into contracts with Affiliates, it shall do so on terms
no less favorable than would be the case with unrelated persons
in arms-length transactions; and (iii) obtaining financing fron
trade creditors in the ordinary course of business (provided.
that all purchases, acquisitions and hirings described in this
Secrion 6.02 shall be made by Lessee on terms no less favorable
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than would be the case with unrelated persons in arms-length
transactions. and that Lessee shall obtain such customary
warranties and guarantees as are available in coannection with
such purchases, acguisitions and hirings).

Section 6.03. Hiring of Employees. To hire all
executives and other employees needed to conduct Operations, "
which employees may be existing employees of Lessee or an I
Affiliate of Lessee, subject to the requirements contained in
item (i) in Section 6.02 hereof.

Section 6.04. Amendment, Relocation and Patenting of
Mining Claims., With the prior consent of Lessor, which consent
shall not be withheld unreasonably, to perfect mining rights,
including but not limited to amending and relocating mining
claims or millsites in the name of Lessor, and acquiring access
righrs, surface rights, water rights, mining claims, mineral
rights and other appurtenant rights and interests necassary or
convenient for Operations (provided, that if Lessee desires to
patent any mining c¢laim that is a part of the Properties it
shall first obtain the written consent of Lessor to patent such
mining claim).

Section 6.05. Payment of Taxes. 7To pay pILoperty, ad i
valorem, or other taxes levied or assessed against any of the
Properties or Facilities. Lessee shall have the right to :
contest in the courts or otherwise, the validiry or amount of 8
any raxes, assessments or charges if the Lessee deems those
taxes, assessments or charges to be unlawful, unjust, marginal
or excessive, or 'to undertake such other steps or proceedings '
as Lesseze may deem reasonably necessary to secure a I
cancellation, reduction, readjustment or equalization thereof i
before Lessee shall be required to pay such tax, assessment or
charge, but in no event shall Lessee permit or allow title to
cthe Properties to be clouwded or lost as a result of the
nonpayment of any taxes, assessments or like charges.

Section 6.06. Permits and Compliance with Laws. To: (i) ’ i
apply for all npecessaty permits, licenses and approvals and to
post .all related bonds or sureties: {(ii) comply with all
applicable federal, state and local laws and regulations; {iii)
notify promptly Lessor of any allegations of substantial !
vioclation thereof: and (iv) prepare and f£ile all reports or !
notices required for Operations. Lessee shall neot be in breach i
of this provision if a violation has occurred in spite of
Lessee's good faith efforts to comply, and Lessee has timely
cured or satisfied suceh violation through performance, or
payment of fines and penalties, or if Lessee is in good faith
contesting cthe wvalidity or applicability of such laws or
regqulations.
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Section 6.07. Assessment Work. To perform or cause to be
performed, in accordance with good mining practices, all
assessment Work on the unpactented mining claims included within
the Properties. This assessment work obligation shall be met
by actual work on the ground, and none of Lessee's home office
or other indirect costs shall be used to meet that obligacion.
Lessee shall have the right to perform the assessment work
tequired hereunder pursuant to a common plan of exploration and
continued actual occupancy of such claims shall not be
required. Lessee shall timely record with the appropriate
county and file with the appropriate United States agency,
affidavits in proper form attesting te the performance of
assessment work, orf notices of intent to hold in proper form if
such assessment work is not required by law to maintain the
claims, and allocating therein, to or for the benefit of each
claim, at least the minimum amount required by law to maintain
such claim.

e btk 7 7

Section 6.08. Reports, Access tg Data and Inspections.
Lessee shall keep Lessor advised of all Operations by
submitting in writing to Lessor: (i) quarterly progress
reports; (ii) periodic summaries of data acquired; and (iii)
such octher reports as Lessor may reasonably request., At all :
reasonable times Lessee shall provide Lessor or its i
tepresentative, upon the request of Lessor, access to, and the :
right to inspect and copy (with the first copy being free and
all octher copies being at the expense of Lessor) all maps,
drill logs, core tests, rLeports, surveys, assays, analyses,
production reports, operations, technical, accounting and :
financial records, and other information acquired in !
Operations. In addicion, Lessee shall allow Lessor, at its !
sole risk and expense, and subject to reasonable safecy :
regulacions, to inspect the Properties, Facilities and
Operations at all reasonable times, 50 long as Lessor does not
unreasonably interfere with Operations. ’

Section 6.09. Disposal of Marerials, To sell or dispose

of any tools, equipment and supplies used in Operations that
may be worn.out, obsolete or no longer useful. Any proceeds
from such sale or disposal shall be included as part of
proceeds from the sale of Product for purposes of calculating
Net Profits.

Section 6.10. Records. To keep and maipntain all
accounting and financial booxks and records of all transactions
relating to the calcutacion of Costs and Net Profits, in
accordance with the Accounting Procedure.

Section 6.11. Reclamation. To perform, at Lessee's sole
cost and expense, all Operations related to reclqmation or
rescoration of lands affected by Operations as may be required
by applicable federal, state oc local law, rule, or
regulation.. This duty shall survive termination of this Lease.
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Section 6.12. Standard of Care. Lessee shall conduct all
Operations in a good, workmanlike and efficient manner, in
accordance with sound mining and other applicable industry
standards and practices, and in accerdance with the terms and
provisione of leases, licenses, permits, contracts and other
agreements pertaining te the Properties and Facilities.

Secrion 6.13. Insurance. Lessee shall at all-times
during the term of this Lease, carry and maintain workmen's
conpensation insurance as required by the state of Nevada (or
may self-insure such risk to the extent permitted by law),
employer's liability insurance, comprehensive general liability
jnsurance, inecluding specifically, coverage for explosion,
collapse and underground hazard, automobile liability
insurance. including coverage for owned automobiles, non-owned
automobiles and hired automobiles. This comprehensive general
liability policy and automobile liability policy shall name
Lessor as an additional insured. The amounts of these
insurance peolicies shall be as specified in Exhibit ¥ hereto.

Lessee shall also maintain and keep-in full force and
effect during the term of this Lease, policies of fire
insurance with extended coverage endorsement on all Facilities,
in amounts consiscent with good business practice and the
standards of the industry.

All insurance required to be carried pursuant to this
Section 6.13 shall be primary and exclusive of any carried by
Lessor and shall 'be exhausted first, notwithstanding that
Lessor may have other valid and collectible insurance covering
the same risk. and shall contain waivers of subrogation in
favor of Lessor. Lessee shall provide Lessor with certificates
evidencing the insurance or self-insurance required to be
carried by Lessee upder ‘this Section 6.13, which certificates
shall show or provide that it may not be cancelled or the
coverage reduced or modified on less than 10-day’'s prior
written notice to Lessor. Nothing contained herein shall limit
f.essee's liability to Lessor under this Lease to the scope or
amount of Lessee's insurance coverage.

Section 6.14. ‘Lessee's Liability; Indemnification.
subject to the provisions of Section 6.06 hereof with respect
to Lessor's inspections, Lessee agrees to indennify and holad
Lessor harmless from and against any claims, liabilities
(including reasonable attorneys' tees), damages or causes of
action for petsonal injury of properily damage resulting from
Lessee‘'s Operations hereunder.
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ARTICLE VII

REPRESENTATIONS AND WARRANTIES

Secrion 7.0l. Capacity of Parties. Each of the Parties
represents and warrants as follows!

(a) that it is a corporation duly incorporated and in v
good standing in its state of incorporation and that it is 3
qualified to do business and is in good standing in 'the State
of Nevada:

(b) that it has the capacity to enter into and
pecform this Lease and all transactions contemplated herein and
that all corporate and other actions required to authorize it
to enter into and perform this Lease have been properly taken;
and

(c) cthat it will not breach any other agreement or
arrangement by entering into or performing this Lease and that
this Lease has been duly executed and delivered by it and is
valid and binding upon it in accordance with its terms.

Section 7.02. Kepresentations and Warrantjes. Lessor [
makes Lhe foliowing representations and warranties effective &
the date hereof:

(a) With respect to unpatented mining claims that
were located by Lessor and that are included within the
Propecties, except as provided in Part 1 of Exhibit A and
subject to the paramount title of the United States: (i) the
unpatented mining claims were properly laid out and monumented;
(ii) all required location and validation work was properly
performed; (iii) location notices and certificates were
properly recorded and filed with appropriate governmental
agencies: (iv) all assessment work required to hold the
unpatented mining claims has been pecformed in a mannerl
consistent with the standards of the mining industry through
the assessment year ending September 1, 1984: (V) all
affidavits of assessment work and other filings to maintain the
claims in good standing have been properly recorded or filed
with appropriate governmental agencies; (vi) the claims are
free and cilear of defects., liens and epncumbrances arising by,
through or under Lessor; and {(vii) Lessor has no knowledge of
conflicring unpatented mining claims. Nothing in this Section
7.02(a), however, shall be deemed to be a representation or
warranty that each of the unpatented mining claims has a
discovery of minerals within its respective boundaries.

(b) With respect to the Properties, there are no

pending or threatened actions, suits., claims or proceedings.
The representations and warranties set forth above shall
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survive the execution and delivery of any documents of
assignment or conveyance provided for under this Lease.

(c) Lessor has delivered to Lessee all information
concerning title to the Properties in Lessor's possession or
control, ineluding. but not limited to, true and correct copies
of all status reports, title opinions, claim location and
maintenance documents, and contracts relating to the Properties.

Section 7.03. Disclosures. Each of the Parties
represents and warrants that it 1s unaware of any material
facts or circumstances which have not been disclosed in this
Lease, which should be disclosed to the Other Party in order to
prevent the representactions in this Article VII from being
materially misleading.

ARTICLE VIII

ACQUISITIONS WITHIN AREA OF INTEREST

Section B.0l. General. Any interest or option to acquire
any interest in ceal property within the Area of Interest owned
on May 15, 1985 by or on behalf of a Party or any Affiliate
shall, without any payment therefor by the other Party, be
included automatically in the Properties and shall be subject
to Lhe terms and provisions of this Lease. The Party or
Affiliarte owulng such 'interest shall execute such conveyances
or instruments as may be necessary or appropriate to convey
such interest rto Lessor and to make such interest subject to
the terms and conditions of this Lease. After May 15, 1985,
neither Party nor any Affiliate shall acquire any interest or
option to acquire any interest in real property within the Area
of Interest, unless such acquisiticn is made upon terms
approved in writing by both Lessor and Lessee.

Section A.02. Limited Resktriction on Other Business.
During the term of this Lease, neither Party shall acyuire or
develop properties, of contract rights concerning properties,
within the Area of Interest except ian accordance with this
Article VIII. Each Party recognizes that the other Party has
or may have interests in pregerties outside the Area of
Intecest, and that the other Party is or may become involved in
buving and selling precious metals in transactions outside this
Lease. Nothing in this Lease shall be deemed to apply to such
properties or transactions or {(a) to properties later acquired
by a Party outside the Area of Interest, or (b) to properties
acquired by a Party within the Area of Interest after this
Lease is rerminacted. The doctrines of "corporate opportunity*
and “business opportunity" shall not apply te any acquisition,
activity, venture or operation ¢of elther Party outside the Area
of Interest (or withia the Ares of Interest if the property in
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question qualifies under the specifications of clause b of the
preceding sentence}, or to the sale or other disposition of :
Products by either Party. Except as provided in this Lease.
neither Party shall have any obligacion to mill, beneficiate or
otherwise treat any Products or the other Party's share of
Producte in any facility owned ot controlled by such Party, of
to market the other Party's share of Products or to account to
the other Party for profits made from marketing any Products
distributed or sold to it pursuant to this Lease.

. ‘...

ARTICLE 1X

RESTRICTIONS ON ENCUMBRANCES AND TRANSFERS OF INTEREST

Section 9.01. Voluntary Trangfer.

(a) Except as provided in Section 9.02 hereof, no Party
shall sell, assign, dispose of or transfer all or any portion
of its interest under this Lease without the prior written
consent (which shall not be unreasonably withheld) of the other
Pacrty and any transter made without congent shall be voiad;
provided, howevetr, that neither compliance with Section 9.02
nor prior written consent shall be required if: (i) the
transfer of all or any portion of a Party's interest is made to
an Affiliate. to a corporation formed foE the specific purpose
of assuming the assignocr's rights and obligations hereunder
{the "Assuming Corporation*) or to Precambrian Shield Resources :
Limited, an Alberta. corporation, or any Affiliate of :
Precambrian Shield Resources Limited ("Pcecambrian Shield"): !
and (ii) the Affiliate. the Assuming Corporation or Precambrian ;
shield agrees to assume all of the obligations of the ;
transferring Party as related to the interest assigned.

Neither compliance with Section 9.02 nor prior written consent
shall be required for any reassignment of such interest to
Lessor by Precambrian Shield or by its successors or permitted
assigns. WNo such ctransfer shall relieve the transferring Party
from its obligations hereunder without the prior written
consent of the other Party.

e et At At e

(b) 1f any permitted transier under this Article IX is the
grant of a security interest by mortgage, deed of trust,
pledge, lien, of othet encumbrance of any interest in this
Lease, Lo secure a loan of other indebtedness of a Party in a
bona fide transaction, such security interest shall be
subordinate to the terms of this Lease and the rights and
interests of the other Party heceunder. Upon any foreclosure
or other enforcemant of rights 1in the security interest, the
acquiring third parcty shall be deemed to have assumed the
position of the encumbering Party with respect to this Lease
and the other barty, and it shall comply with the terms and
provisions of this Article IX.
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(c) 1f a sale or other commitment or disposition of
Products or proceeds from the sale of Products by a Party in
anticipation of distribution thereof creates in a third party a
security interest in Products or proceeds therefrom prior to
such distribution, such sales, commitment, or disposition shall
be subject to the terms and conditions of this Lease.

section 9.02. Right of First Offer. Except as otherwise
provided in Section 9.01, if either Party desires to offer for
sale all or any part of its interest under this Lease, the
interested Party must first offer such intecfest to the other
Party in the following manner and the other Party shall have
the rights with respect to such offer set forth below:

(a) A Pacty intending to offer for sale all or any
part of its interest under this Lease shall promptly notify the
other Party of its intentions. The notice (“"Sale Notice")
shall state the interest (the "Interest") that the Pazty
intends to offer for sale. The other Party shall have 60 days
from the date the Sale Notice is delivered to notify the
selling Party in writing whether it elects to make an offer for
the Incerest and, if so, the other Party shall state the price
and the terms and conditions of its offer (the "Offer"). The
selling Party shall consider this Offer in good faith and, if
it elects to sell the offered intertest Lo the other Pacty, the
sale shall be consummated promptly aftec notice of such
election is delivered to the other Party.

(b) If the selling Party does not elect to sell the
offered interest To the other Party pursuant to Subsection
9.02(a), the selling Party shall have 120 days following the
date the Sale Notice is delivered to consummate the transfer to
a third party, but only at a price and on terms and conditions
more favorable to the selling Party than those set forth in the
Offer.

(¢} 1f-the selling Party falls to consummate the sale
to a third party within the period set forth in Subsection
9.02(b), the rights and elections of the other Party under
Subsection 9.02¢(z) with respect to such offered interest shall
be deemed to be revived. Any subsequent proposal to offer for
sale the same interest shall be conducted in accordance with
all of the procedures set forth in this Section 9.02.

Section 9.03. Obligation of Any Transferee. Any transfer
of any interest in this Lease or any part thereof under this
Lease is made expressly subject to this Lease and shall require
the transferee of such interest to assume and agree, in
writing, to perform all of the obligations of the transferring
Party as related to the interest assigned. Any such transfer
of any interest in this Lease shall not relieve the transferor
of any obligations incurred with respect to that interest
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pursuvant to this Lease or otherwise prior te such transfer and
shall be effective and binding on the first day of thes calendar
month following that in which the transfer occurs,

ARTICLE X

TERMINATIiON

Section 1¢.01. Termination Conditions. This Lease shall
terminate upon the occurrence of any one of the following '
conditions:

(1) This Lease may be terminated by Lessee at any time
after Lessee has completed the drilling described in Section
4.01 hereof, by delivering to Lessor a written notice of
surrender and release of this Lease.

(2) This Lease may be terminated at any time by mutual
agreement of cthe Parties.

(3} This Lease may be terminated by the Non-Defaulting ]
Party (as defined in Section 11.01) in accordance with Section ;
11.04(b). !

(4) Notwithstanding any other provision of this Lease
{including without limitation tne force majeure provisicns of 2
Section 12.03), this Lease shall terminate automatically on :
December 31, 1987, if Lessee for any reason has failed to
Commence Commercial Production on or before that date. Such
termination shall be the only effect of such failure, and
Lessee shall not have any ilability to Lessor by reason of such
failure.

Section 10.02. Effect of Termination. Termination of
this Lease shall not relieve any Party from any liabilicy or
obligation accrued or attached prior to the date of
terzmination. In particular, Lessee shall remain liable
following the tecrmination of this Lease for the following: (i)
any liability or-obligation that it incurs as Lessee prior to
the termination of this Lease; {(ii) any indemnificatiens that :
survive the termination of this Lease; (iil) if the termination g
occurs after June 1 of any year., the performance of assessment :
work for all unpatented mining claims included as part of the
Properties, for the assessment year ending on the following
September l; and (iv) any reclamation or restoration work to be
completed by Lessee on the Properties, as regqguired by this
L.ease.

section 10.03. Distcibution of Facilities. 1If this Lease
is terminated upon any condition described in Section 10.01,
the Facilities whose purchase price was charged as a Cost
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{hereinafter described in this Section 10.03 as "Purchased
Facilities") shall be sold by Lessee to third parties upon the
best prices and terms obtainable. As an alternhative to sale to
a third party, Lessee, or if Lessee is a Defaulting Pacty,
Lessor, may elect to distribute the Purchased Facilities to the
Parties in kind. The proceeds from sale or distribution of the
Purchased Facilities, as the case may be, shall then be
distributed te the Parties in accordance with their respective
interests in Net Profits at the time of termination. 1If Lessee
Payout has not yet occurred or if the LSCRA under Section 5.04
hereotf contains a positive balance, 90% of such proceeds and
Purchased Facilities (which shall for purposes of this Section
10.03 be wvalued in accordance with the Accounting Procedure)
shall be retained by Lessee to the extent necessary to achieve
Lessee Payout or a z2ero balance in LSCRA, as the case may be,
atcter which the distributions shall be in proportion to the
Parties’ respective interests in Net Profits. The sale and
distribution provisions of this Section 10.03 shall in no event
apply to Facilities that are leased by Lessee for Opecrations.

ARTICLE X1

DEFAULTS AND REMEDIES

Section 11.01. Events of Default. The following events
shall constitute events of defauit:

(1) Any attempt by a Party to transfer its interest in
this Lease in contravention of Article IX:

(2} Failure of a Party to perform any other obligation
imposed uwpon it by this Lease;

(3) Filing of a petitien in bankruptcy under any
applicable bankruptcy, insolvency, or similar law of any
jurisdietion now or hereafter in effect by Lessee Or against
Lessee if such involuntary petition is not withdrawn or
dismissed within 60 days after its filing:

(4) Assignment by Lessee for the benefit of creditors: or

(5) The appeintment of a teceiver, trustee or similar
official for all or any part of the property of Lessee if such
appoincment is consented to by Lessee oL if such receiver or
truscee is not discharged within 60 days after his appointment.

Upon the occurcence of any such event, the Parcy that
causes the default, or is the subject of the default., shall be
deemed to be in default hereunder and shall be referred to as
the “Defaulting Party," and the other Party shall be referred
to as the "Non-Defaulting Party.®
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Section 11.02. Notice of Default. The Non-Defaulting
Party shall have the right to give the Defaulcting Parcty a
Notice of Default, which shall be in writing, shall set forth
the nature of the event of defaulc, and shall set forcth the
date by which such default must be cured, whiech date shall be
at least 30 days after receipt of the Notice of Default, except
as to subsections (3)., (4), and (5) of Section 11.01, as to
which there will be no cure period or ability to cure. Failure
of the Non-befaulting Party to give any such notice shall not
release the Defaulting Party from any of its obligations under
this Lease.

Section 11.03. Opportunity to Cure. If within such 30-
day period the befaulting Pacty cures such default or, if the
failure is one that cannot be carrfected within 10 days and the
Defaulting Party begins correction of such failure to perform
withia such 30 days and continues corrective efforts with
reasonable diligence until a cure is effected, the Notice of
Default shall be inoperative, and the Defaulting Party shall
lose no rights under this Lease. It, within such specified
pecriod, the Defaulting Party does not cure such defaulr, or, if
withkin such 30-day period the Defaulting Party notifies the
Von-Defaulting Party that it disputes the existence of the
alleged default and the Defaulting Party shall not have
commenced corcection of the default within 30 days after a
firal judgment by a court of competent jurisdiction in favor of
the Non-Defaulting Parcy with cespect to the default, then, at
the expiration of such pecied, or upon notice where no cure
period is allowed, the Non-Defaulting Party shall have the
rights specified in Section 11.04.

Section 11.04. Rights upon Default. The Non-Defaulting
Party, after ptoviding notice and an opportunity to cure as
provided in Sections 11.02 and 11.03 above, if applicable,
shall be entitled to (but not required to)} exercise any of the
foliowing powers and remedies:

(a) Loan. The Non-Defaulting Party may pay the
obligation of the Defaulting Party and elect to treat it as a
loan to the Defaulting Party which shall be immediately due and
paYable, and which shall bear interest at the Prime Interest
Rate plus two percentage points. Any such loan shall be repaid
from Net Profits otherwise due the Defauiting Parcy.

{b) Termination. The Non-Defaulting Party may
tecminate this Lease upon 10 days' written notice to the
Defaulting Party of its intent to do so.

(c) Acceleration. The Non-Defaulting Party may
accelerate and declare to be immediately due and pavyable any
ioans previcusly made to the Defaulting Party.

- 22 -
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Section 11.05. Remedies Not Exclusive. Each and every f-
power and remedy hereby specifically given to the Non-Defaulting !
Party shall be in addition to every other power and remedy now :
or hereafter exercised at law or in equity (including the right
Lo specific performance), and each and every power and remedy
may be evercised from time to time and simultaneously and as
often and in such order as may be deemed expedient. All such
powers and remedies shall be cumulative, and the execrcise of
one shall not be deemed a waiver of the right %o exercise any
other or others. No delay of omission in the exercise of any
such power or remedy and no rehewal or extension of any .
payments due hereunder shall impair any such power or remedy or i
shall be construed to be a waiver of any default or an
acquiescence therein.

it s s

ARTICLE XII

GENERAL PROVISIONS

Section 12.01. 1Integration; Amendments; Survival of
Indemnifications. This Lease, together with the exhibits
hereto, constitute the entire agreement between the Parties
with respect to the subject matter hereof. Any prior :
agreement, promises, negotiations or representations not !
expressly set forth herein are of no force and effect. No :
alteration, modification or interpretation hereof shall be :
binding unless in writing and signed by the Parties.
Notwithstanding the foregoing provisions of this Section 12.01,
the Guaranty and the Gesick Letter Agreement shall contipue to
remain in full force and effect following the execution of this
Lease and shall be binding upon the parties to those :
agreements. All irdemnifications contained in this Lease shall
survive any termination hereof.

Section 12.02, Interpretation. This Lease shall be
interpreted and censtrued in accordance with the laws of the
State of Nevada. The titles of the Articles and Secticns in
this Lease have been inserted as a matter of convenience, are
for reference only, and shall not control or affect the meaning
of chis Lease. 1In the event of any conflict between the terms
contained in Articles I through X!I of this Lease and the terms
of any exhibit heceto, the terms contained in those Articles
shall concrol in all respects.

Section 12.03. Force Majeure, No Party shall be deemed
co be liable to any other or in default under this Lease for
any failure or delay in performing any of its covenants or
agreements caused by or arising out of any act not within the
reasonable control of the Party including, without limitation,
periods of inclement weather, acts of God, strikes, lockouts or
other indusctrial disputes, acts of the public enemy. war,
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riots, lightning, fire, storm, flood, exXplosion, governmental
delay and restraints {(including, but not limited to,
environmental ceontrols or the inability to obtain necessary
permits), unavailabilicty of equipment, materials or labor, or
any other failure or delay whether or not similar to those
above mentioned. Sectlement of strikes or labor disputes shall
be entirely within the discretion of the Party experiencing the
difficulty. No right of any Party shall be atfected for
failure or delay of that Party to meet any conditions or terms
of this Lease where such failure or delay is caused by any of
the events referred to above, and all times provided for in
this Lease shall be extended for a period egual to the period
of delay; provided, however, that performance shall be resumed
within a reasonable time after such cause has been removed.

The foice majeure provisions of this Sectien 12.03 shall be
supplementary to the gold price force majeure provisions set
forth in Sections 4.02 and 4.03 hereof; provided, that none of
these force majeure provisions shall have any effect upon.
delay, or excuse: (i) any failure by Lessee teo Commence
Commercial Production on or before December 31, 1%87; (ii} any
failure by Lessee to perform assessment work on the Properties
for the benefit of the unpatented mining claims comprising a
part of the Properties; or (iii) the payment of any money due B
Lessor hereunder., other than the $100,000 payments provided for L
in Section 4.02 and 4.03 hereof, which may be delayed as v
provided in Section 4.06 hereof. ;

Section 12.04., Notices.

(2} Addresses. Delivery of information or notices
hereunder to Lessee shall be addressed to:

Tonkin Springs Gold Mining Company -
1600 Hudson's Bay Centre

1600 Stout Street

Denver, Colorado 80202-3133

belivery of information or notices hereunder to Lessor shall be
addressed to: :

Precambrian Expleration, Inc. :
4955 Iris Street ;
Wheat Ridge, Colorado 80033 i

(b) Noticesg. All notices, payments and other
required communicacions (“Notices") required or contemplated to
be given hereunder shall be in writing. Notices may be given
(i) by personal delivery to the Party, (ii) by electronic
facsimile. with a confirmation sent by registered or certified :
mail recurn receipt requested, or (iii) by registered or
certified mail return receipt requested. All Notices shall be
effective and shall be deemed delivered (i) if by personal
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delivery on the date of delivery. {ii) if by electronic
facsimile on the next pusiness day following receipt of the
electronic communication, and (iii) if solely by mail on the
next business day after actual receipt. A Party may change its
address from time to time by Notice to the other Party.

gection 12.05. Successors and hssigns. This Lease ghall
jpure to the benefit of and be binding upon the Parties hereto
and their respective successors and assigns, subject to the
restrictions on assignability set forth in Article I1X.

section 12.06. Severability. 1If any provision of this
Leace or its application to any Party of circumstances shall be
ipvalid or unenforceable Lo any extent, the remainder of this
Lease and the application of such provision to the other Party
or circumstances shall not be affected and shall be enforceable
te the greatest extent permitted by law.

gection 12.07. Attorneyvs' Fees. TIf suit or action is
filed to enforce or determine any right under-this Lease. the
prevailing Party may recover from the other Party reasonable
attorneys' fees at trial and on any appeal, as fixed by the
COUrt.

Section 12.0R, Confidentiality. During the term of this
Leasa, except as needed by Lessee for Operations and as
otherwise provided in this Lease. the Parties agree Lo kKeep
confidential all data. records, books and other information
provided to one anort/her pursuant to oOr related to this Lease Or
the Property or Area of Interest, Either Party shall be
entitled to disclose such confidential information to its
lenders and corporate Affiliates and to its own consultants,
and potential assignees or ctransferees if said consultants and
potential assignees OF transferees agree in advance 10 keep
such information confidential by executing a confidentiality
agreement in a form approved by all Parties. ©Both Parties
shall alsoc be entitled to disclose confidential information
relating to this Lease or the properties if in the opinion of
guch Party disclosure is required to comply with state or
federal laws, rules, regulations or orders or the rules of any
stock exchange or the NASD. subject to the provisions of this
Section 12.08, both Parties shall also be entitled to disclose
confidential information to persons orf entities from whom such
party desires to obtain financing or to whom such Party desires
ta sell refined Products.

$ecrion 12.09. Title Documents, Data. promptly following
tne execution of this Lease, Lessor shall deliver to the Lessee
copies of all existing abstracts of title, title opinions or
other title information relating to the Property and copies of
any existing plats ot field notes regarding the Froperty which
jt. may have in its possession., Lessor shall furnish to Lessee
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3 copies of all books, records, data and other infoermation

H regaiding the Propercty in its possession or available to it.
Lessor shall allew Lessee the right to examine and analyze all
drill cores from the Property available to Lessor, if any. At
all times during the term of this Lease, the Parties shall give
each other total access to all technical information in their
possession or control which relates to the Properties and the'
Operations. '

Section 12.10. Memorandum of Leagse. Concurrently with |
the execution of this Lease, the Parties have recorded in the
real property records of Eureka County, Nevada, a Memorandum of’
this Lease in the form previously approved by the Parties.

IN WITNESS WHEREOF, the Parties have caused this Lease to
be executed in duplicate originals and their respective

corporate seals to be affixed and attested, all as of the day
and vear first above written. .

TONKIN SPRINGS GOLD MINING COMPANY

w (00 YN

V.  “President

7 ecpAlL
4 uL*P“ 3 PRECAMBR1AN EXPLORATION, INC.

\_/ By  Atwical £ fedited

, President

sTaTE of (pic<d00

)
Ty ). 88,
COUNT‘XOF Denvel. )
on the /i day of /Ay . 1985, before me
persopally appeared hickiel 8. Hededenc o in his £) ooxbnan
capacity as President of Toa&éa—9pEéngs—cold—niniag;conpany,ehauwa&hh4g¢

who, being £irst duly sworh, acknowledged that he executed the
foregoing instrument in the name of said entity, that he had
the authority to execute the same, and that he executed the
same as the act and deed of said entity for the uses and
purposes therein stated,

Witness my hand and oifficial seal.

My com;}ge—i—on%i?cpi:es: M.Z//Ol/?’?'
> e /LQ.C/ i M—r; épaélm
? SEAL 3 Notary Public
By ) 50 STVENTESATH SVIZET
: b
.\;"&ffme-- ‘ ! ribdon
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STATE or _ (olpnao )

} 88,
co ETY OF IM )

on the A3 d day o

. 1985, befo:e.me

personally appeared b gfxljfﬂ/)'x_, N O in bis o
capacity as President of mm%e—r&m—l—&e—! , qu,%ﬁﬁ 7 ]
being first duly sworn, acknowiedged that he executed the CnW% -k

foregoing instrument in the name of said entity, that he had
the authority to execute the same, and that he executed the
same as the act and deed of said entity for the uses and
purposes therein stated.

Witness my hand and official seal.

My commission expires: %W &, red

8 Notary Public

- 27 -
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‘xg Name ‘af Claim

Townshxp :

1
Ranga

Countv

a

Date Located

" Rob nss:gl;*ffv-; ¥'” f‘, 23N
a6 e
#s7T W w
gse e
4se . v o
160 " T
#6l . .
462 " "
463 " "
#64 " "
k65 " "
466 . "
467 " "
468 " "
Wes " X
#70 " .
#71 283 "
472 . "
§73 3 -
W74 " »
#75 " "
176 _— "
77 o .
478 " "

appsrm e o

Mount Diableo Principal Meridian

All claims amended on July 22, 1980
amended location certificates recorded
in Book 83, Pages 345-600 (inclusive).
and Book 84, Pzges 1-338 (inclusive)

oF e M P SR AT

. 49E

S e e oy

Eureka

February

Page 1

of

23, 1980

la

Date Recorded

Book

; tached to and made a part of the Mining Lease between Precambrian Exploratlon, Inc. and Tonkin Sﬁrans Minin

ffective as o
Page

May 8, 1980

80

300
3ol
302
303
304
305
306
a7
klel:}
309
310
311
312
13
114
315
Na
317
18
319

?C

Ompal ’
Fanpary’s, 1985)

BLM Recordation Number

N

2 2 2 = Z 2 =

[t
-

z =z % % & Z 2 Z 2 Z Z 2 Z Z2 23

MC
MC
HC
HC
HC
MC
MC
MC
HC
e
MC
MC
MC
MC
MC
Me
e
M
MC
MC
MC
MC
MC
MC

150581
150582
150583
150584
150585
150586
150587
150588
150589
150590
150591
150592
150593
150594
150595
150596
150597
150598
150599
150800
150601
150602
150603
150604
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2
Pate Located”

$131
4132
#133
#134
B135
4136
4137
4138
#139
#140
#141
42
#1143
#144
4145
4146
- #1647
#148

SN

| 23N-23-12

2N

" 23N-23-1/2N

23N
23M=213-1/2N
23N
230~23-1/2N
23N
23N-23-1/2N
23N
23n8=-23-1/2W
23N
23N-23-1/2N
23N
23N-23-1/2N
23
23N8-23-1/20
23N
23N-23-1/2N
23N
23M-23-1/2N

1. Mount Diablo Principal Meridian
2. All claims amended on July 22, 1980

3, Amended location certificates recorded
in Boock B3, Pages 345-600 (inclusive)
and Book 84, 2ages 1-238 ({inclusive)

ST T T 1 e

‘ﬁéhéé; i County
49K

Eureka

Feburary 22,

Page 3

of 14

rg80

Date Recarded

Baok

May

a8, 1980

Page
348

349
350
151
52
353
354
355
356
157
358
359
3a0
16l
362
363
364
365
366
67
k[3:
69
170
371

BLM Recordation Humber

N

=

v Z E Z OE & Z2 ¥ 2 2 2 Z 7 =

z 22 22 2 2 Z

MC
MC
MC
MO
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC

150629
150630
150631
150632
150633
150634
150635
150636
150637
150638
150639
150640
150641
150642
150643
150644
150645
150646
150647
150648
150649
150650
150651
150652
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23N

2;ﬂféé¥i/én
M 2382341 /1N
msao e
#154 S aanedaisow
ST 23N
k156 ' " 23n-23-1/2m
#157 " 23N
. #158 o 23N~23-1/2N
#1509 " 23N
4160 " 23N-23-1/2y
#161 45 23N
#162 485 238-23-1/2y
#263 5 23N
#164 " "
#1165 " "
4166 " 23N¥-23-1/2n
4167 “ 238
4168 o 238-23-1/2n
169 " © 23N
1170 " 23N-23~1/2y
4172 “ 23N-23-1/2y
4183 2 23-1/2u

1. Mount Diablo Principal Meridian
2. All claims amended on July 22, 1sap
" 3. Amended locatian certificates recorded
‘in Book. 83, Pajes 345-600 (inclusive)
and Boak 84, Pages 1-1338 {inclusive}

.:¢uf”Hahgel . ' County Date Locatedzp
::"J{“49E Eureka February 22, 1980

February 18, l9go

Page 4 aof 14

Date Recorded
=f-C netorded

May 8, 1980

393
394
395

BLM Recordation Number

N

MC

N MC

N
N
N
N
N
N
N
N
N

N
N

N
N
N
N
N
N
N
N
N
N
N

MC
MC
MC
Mc
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
M
MC
MC
M

150653
150654
150655
150656
150657
150658
150659
150660
150681
150662
150663
150664
150665
150666
150667
150668
150669
150670
150671
150672
150673
150674
150675
150675
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. Rangel

County

Datehl.ocated2

“ 205 " "

#207 " "

l. Mount Dxablo Panc;pal Meridian
2. AlL claxms amend;d on July 22, 1980

in Book BJ Pages 345-600 (inclusive)
‘”and Book ‘94, Pages 1-338 (inclusive)

‘”3. nmended locatxon cortificates recorded

49E" .

TAF TR T4 LA T TP T

Bureka

February 18,

Page 5

of 14

1980

Date Recorded Book Page BLM Recordation Number’
May 8, 1980 80 396 N MC 150677
“ " 397 H MC 150676
" " 198 N MC 150679
" . 399 N MC 150680
" f 400 N MC 150681
" " 401 N MC 150682
" " 402 N MC 150683
" " 403 N MC 150684
" " 404 N MC 150685
- " 405 N MC 150686
. " 406 N MC 150687
. " 407 N MC 150688
" . 408 N MC 150689
. “ 409 N MC 150690
\ " 410 N MC 150691
. " a1l N MC 150692
" " 12 N MC 150693
" " 412 N MC 150694
" " 414 N MC 150695
. n 415 N MC 150696
" " 416 N MC 150697
" u 417 N MC 150698
" " 418 N MC 150899
" " 419 N MC 150700
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W

[ %]

Mount Diablo Principal Meridian

. All elaims amended on July 22, 1980

amended location certificates recorded

in Book 81, Pages 345-600 (inclusive)
and Book 84, Pages 1= 338 (inclusive)

Tr e LAY | LY TV £ ST

County

Pate Located2

- pownship Bgnqel
CL23-1/2N 42

Eureka

February

Fébruary 17,

Page &

of 14

18, *1980

1980

Date Recorded

May 8, 1980

Pag33

BLM Recordation Number

Book
80 420 N MC 150701
» 421 N MC 150702
" 422 N MC 150703
» 423 N MC 150704
" 424 N MC 150705
" 425 N MC 150706
" 426 N MC 150707
" 427 N MC 150708
v 428 N MC 150709
" 429 N MC 150710
" 430 N MC 150711
" 431 N MC 150712
" 432 N MC 150713
” 433 N MC 150714
" 434 N MC 150715
" 435 N MC 150716
n 436 N MC 150717
» 437 N MC 150718
" 438 N MC 150719
" 439 N MC 150720
- 440 N MC 150721
" 441 N MC 150722
" 342 N MC 150723
" 443 N MC 150724
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County

U,
‘Date Located

#253 566 "
4254 . "
h2ss 6 "

2.
3.

Mount Diablo Principal Meridian

All claims amended on July 22, 1980
Amended location certificates recorded
in Book B3,  Pages- 345-600 {inclusive)
and Book 84, Pages 1-338 (inclusive)

Euraka.

Page 7

Februqry 17, 1980

af 14

Date Recorded

8, 1980

Pagea

444
445
446
447
448
449
450
451
432
453
454
455
456
457
458
459
480
461
462
463
464
465
466
467

BLM ' Recordation Nurber

N

N
N
N
N
N
N
N
N
N
o}
N
N
N
N
N
N
N
N
N
N
N
N
N

Me
MC
MC
MC
MC
MC
MC
MC
MC
MC
McC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC

150725
150726
150727
150728
150729
150730
150731
150732
150733
150734
150735
150736
150737
150738
150735
150740
150741
150742
150743
150744
150745
150746
150747
150748
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Couﬁty

Date Loéatédz

231/

23-1/2N.

. IEPRRERE R % Y 13 1Y
#260 M 24
261 2 ' 23-1/2N
¥as2 S 2 23-1/2N
#262 34 24N
#263 2 23-1/2N
#264 2 23-1/2n
k264 34 248
#265 2 23-1/2N
4266 2 23-1/2N
4266 34 248
4267 2 23-1/2N
4268 2 23-1/2N
#268 34 24N
5269 2 23-1/20
#270 2 23-1/2n
§270 34 24n
#271 2 23-1/2n8
#272 2 23-1/20
1272 33 24
#373 2 23-1/28
#2374 2 23-1/2N
#274 3 & 33 241
275 3 23-1/2N

1.
2.
3.

Mount Diablo Principal Meridian

All tlaims amended on July 22, 1980

amended . location certificates recorded

 in Book 81, Pages 345-600 (inclusive)
and Book 84, Pages 1-33B {inclusive)

Eureka

February 17, 1980
February 15, 1980

Page 8 of 14

Date Recorded

May

8, 1980

BLM.ReEbfdation:Number_

N

-

2 TR @ ZE Z ZZ B ZZ E Z 2 2 ZZ 222 Z zZ2Z2 =2 Z=

Me
MC

MC
MC

MC

MC
MC

MC

MC
MC
MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

150749

150750

150751
150751

150752

150753
150753

150754

150755
150755
150756

150757
150757

150758

150759
150759

150760

150761
150761

150762

150763
150763

150764

150765
150765

150766

150767
150767

150768
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County j Date Located2

1

- 23-1/28

" " "
= " 23-1/2N " " "
(33 24N . " "
3 23-1/28 " " “
3 ) 23"1/2N " w "
K 24n n " "
3 23—1/21\] " n u
3 23-1/2N " u "
33 24% " “ ;

3 23-1/2N " " February 16,
#286 3 23-1/2N " " “
286 a3 24N " " "
#237 3 23—1/2N " Tl m
288 3 23-1/2N " n “
#3288 33 24N L " “
$289 . 3 23-1/2N " " n
290 3 23~-1/28 " " "
#290 a3 24N " " "

291 4 a8 3 23~1/2N " o

292 ic4 23-1/2H " " "
1292 33 & 32 24N " " “
#2931 4 23-1/2N .. " N
#294 4 23=-1/2N n " "
#294 32 24N " " "

Mount Diablo Principal Meridian

. All claims amended on July 22, 1980

Amended location certificates recorded Page 9 of
in Bock B3, Pages 345-600 (inclusive)

and Book 84. Pages 1-338 f(inclusive)

14

Eureka February 15, ,1980
u

1980

Date Recorded

Book

Paqu

May

8, 1980

a0

488
488

489

490
490

491

492
492

493

494
494

495

498
496

497

498
498

499

500
500

501

802
502

503

504
504

505

5086
506

BLM Recordation Number .

N
N

N

N
N
N
N
N
N
N
N
N
N
H
N
N
N
N
N
H
]
N
N
N
N
N
N
N
N

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

MC

MC
MC

150769
150769

150770

150771
150771

150772

150773
150772

150774

150775
150775

150776

150777
150777

150778

150779
150779

150780

150781
150781

150782

150783
150783

150784

150785
150785

150786

150787
150787
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" Namdof-Claim.

. Townsh;g o

Ranggl County Date Located

R°b”295 23-1/21‘! . 49E Eureka February 16,+1980

iwaee Ca3mizaNe ot : !
. #295‘ o - s .‘ : 'l‘.'-_-24N . noo " "
l‘H297  . H.j 4f}p :;23-1/2N " " "
4298 Aﬁl. 4 . 23-1/2N wo " N
#2098 32 24N " " "
#2099 4 23-1/2W " n “
4300 4 23-1/2N " " "
#300 32 240 " " "
4301 4 23-1/2N " " "
4302 4 23“1/2“ " L n
ko2 32 24N " " "
$303 4 23-1/2n " " "
F304 4 23-1/2N " “ "
#1304 32 24N " " "

it 305 4 23-1/28 " " "
#306 4 23-1/2N " " »
#2306 a2 24N " " e
$307 4 23-1/2N " v “
#308 4 23=1/20 " " "
%308 32 24N u " "
1309 485 23-1/2N " J .
310 4 & 5 23-1/2n " " ..
#3110 32 & 31 ' 248 “ Cw "
1all [ 23~172M " “ “
#312 5 23-1/2N " “ "
#1312 31 24N h " "
4313 5 23-1/2N “ " "

1. Mount Diable Principal Meridian

All claims amended an July 22, 1980
amended location certificates recorded
in Book 81, Pages 345-600 {inclusive)
and Book 84, Pages 1-338 (inclusive)

Page

10 of 14

Pa933

BLM Recordation Number

Date Recorded Book

May 8, 1980 80 507 N MC 150788
" » 508 N MC 150789
" " 508 N MC 15078%
" " 509 N MC 150790
" " 510 N MC 150791
n ”» 510 N MC 150791
" " 511 N MC 150792
" " 512 N MC 150723
" " 512 N MC 150793
" " 513 N MC 150794
" » 514 N MC 150795
" " 514 N MC 150795
“ " 515 N MC 150796
" " 516 N MC 150797
" " 516 N MC 150797
u " 517 N MC 150798
" " 518 1 MC 150799
" " 518 N MC 150799
N " 519 M MC 150860
" " 520 N MC 150801
" " 520 N MC 150801
" " 521 N MC 150802
" " 522 N MC 150803
u " 522 N MC 150803
" 523 N MC 150804

“ " 524 N MC 150805
N “ 524 N MC 150809
" " 529 N MC 150806
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County

.Date Located2

#1329

#330
4330

AN

C23-172
"23=1/2N

24N
23-1/2N

23-1/2n
24N

23-1/2N

23~-1/2N
24N

23-1/28

23=-1/2N
248

23-1/2n

23-1/2N
240

23-1/2n

23-1/2N
21N

244
23-1/2N

23=-1/2M
24N

Mount Diablo Principal Meridian
All-claims amended on July22, 1980
amended location certificates recorded
in Book 83, Pages 345-600 (inclusive)
and Book B4, Pages 1-338 (inclusive)

23-1/28

A8-1/2%
ADE

iB=-1/2E

Eureka

February 16.- 1980

Page 11 of 14

Paqe3

BLM Recordation Number -

pate Recorded Book
May 8, 1980 80 526 N MC 150807
" v 526 N MC 150807
" " 527 N MC 150808
" " 528 N MC 150809
" " 528 N MC 150809
" " 529 N MC 150810
't “ 530 N MC 150811
N " 530 N MC 150811
" 1 531 N MC 150812
" " 532 N MC 150813
" * 532 N MC 150813
" " 533 N MC 150814
" " 534 N MC 150815
" " 534 N MC 150815
" " 535 N ¥C 150816
" " 536 N MC 150817
" " 536 N MC 150817
" " 537 N MC 150818
" " 538 N MC 150819
" " 538 N MC 150819
" " 539 N MC 150820
" " 540 N MC 150821
: " 540 N MC 150821
" » 540 N MC 150821
N " 541 N MC 150822
" " 542 N MC 150823
" " 542 N MC 150823
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'CounEy

2
Date Located

1357
1358
4359

134
39
34
34

34 &
M &
33
33
33

33

33
a1
33
33
33
33
i3

33
33

. Mount Diablo Principal Meridian

All claims amended on July 22, 1980
amended location certificates recorded
'in Book B, Pages 345-600 {inclusive)
and Book £4, Pages 1-338 (inclusive)

Eureka

February 20, 1980

Page 12 of 14

May

8,

Date Recorded

1980

‘Book,

Paqe3

543
544
545
546
547
548
549
550
551
552
553
554
555
536
357
558
£59
560
561
562
563
5G4
565
506

"BLM Recordation Number

N MC

N
N
N
N
N
N
N
N
N
N
N
N
N
N
N
N
N
N
N
N
N
3]
N

MC

MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC

150824
150825
150826
150827
150828
150829
150830
150831
150832
150833
150834
150835
150836
150837
150834
150839
150840
150841
150842
150843
150844
150845
150846
150847
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County = Date Located?

#4032
#1404

12
32
‘32
32
32
32
2 s
32 &
3l
31
34
34

34
33

&

&
34 8 2

&

&

31
3l

LTURN SIS

Mount Diable Principal Meridian

. All claims amended on July 22, 1980
Amended located certificates recorded
in Book B3, Pages 345-600 ( inclusive)
and Book 84, Pages 1-338 {inclusive)

Eureka

april 15,

February 20,

Page

13 of

14

" February 20, 1980

1980

19830

Date Recorded

Book

Page

8, 1980

567
568
5685
570
571
572
573
574
575
576
577
578
579
580

BLM Reco£ﬁ5Ei6n'Numher'

N

Z o 2 2 O®m Z Z E OZ OZE 2 Z 2 = X Z2 2 Z = = =

mC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC
MC

150848
150849
150850
150851
150852
150853
150854
150855
150856
150857
150858
150859
150860
150861
150862
150863
150864
150865
150846
150867
150868
150869
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County Date Located2 ‘Date Recorded Book

‘Page3

BLM Recordation Number

tlount Diablo Principal Meridian

All claims amended on July 22, 1980
mmended lozation certificates recorded
in Book 83, Pages 345-600 (inclusive)
and Book 81, Pages 1-338 (inclusive)

LR

Eureka February 20, 1980 May 8, 1980 80

Page 14 of 14

A e

589
580
591
592
593

N MC
N MC
N MC
N MC
N MC

150870
150871
150872
150873
150874
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EXHIBIT B )

{Attached to and made a part of the Mining Lease between

Precambrian Expleration, Inc. and Tonkin Springs Mining Company,

effective as of Janpary 5 . 1985)
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5/15/85
EXHIBIT C

(Attached to and made a part of the Mining Lease
between Precambrian Exploration, Inc. and
Tonkin Springs Mining Company, dated effeciive as of
January 5, 1985}

ACCOUNTING PROCEDURE
General

This Exhibit € contains the accounting peolicies and
procedures as well as methods fcor determining charges and
credits under the Mining Lease to which it is attached
(the "Lease"). It also describes the books and accounts
which shall be maintained by Lessee ('"records®). Terms
that are defined in the Lease shall have the samne
meanings when used in this Exhibit. WNothing contained in
this Lease shall be interpreted or applied in any manner
which would require or permit duplication e¢f all or any
poction cf any credit or charge described below.

Recotrds

Lessee shall maintain complete and separate fimancial
records for Operations. These records shall include, but
not be limited to, a general ledger, and normally
required subledgers, journals, and supporting documen-
tation. The records shall at all times be kept current,
on a full. cash -accounting basis. Lessee's financial
records shall adequately record, classify, summarize and
document all costs, expendicuces, sales, receipts,
concributions, ‘distributions. assets and liabilirties,
profits and losses, and-all other transactions, contracts
or _events necessary or incidental to Operations. such
records shall be maintained for the duration of the
period allowed Lessor for audit or the period necessary
to comply with tax or other regulatory requirenents.

hudits

Lessee shall arrange and define Cthe audit scope for
periodic audits of Lessee's financial records telating co
Operations at intervals to be determined by Lessee. The
audit will be performed by independent certified public
accountants selected by Lessee. Within a reasonable tinme
after the completion of each audit, Lessee shall furnish
audited financial statements to Lessor. The cost of such
audits shall be a Cost.
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Proceeds

For purposes of caleculating Net Profits, the following
shall be credited as proceeds:

A.

(i)

{1t)

(iii)

{(iv)

Value of Product Sold or Distributed.

Product sold in arms-length transactions shall be
valued on the basis of the price paid for the
Product by the purchaser, f.o0.b., the Properties.
Product not sold in arms-length transactions shall
be valued at the prevailing market price in the
area of the Properties on the date sold. Refined
Product taken in kind shall be valued on the basis
of the afternoon Londen fixing price for such
refined Product on the date that such refined
Product is ready for shipment. Lessee will provide
Lessor with an analysis .showing the calculation of
such value,. The calculation will be made guarterly
and will provide both a per ounce -and total value
for Lessor's share of refined Preducts.

Proceads from #Miscellaneous SoOurLces.

Gross proceeds received from sales (salvage oL
otherwise), ~leases, or other dispositions of any
assets, to the extent that the costs thereof were
charged by Lessese as part of Costs;

Gross. proceeds received from Jinsurance payments
pursuant to policies whose premiums were charged by
Lessee as part of Costs;:

Gross proceeds received from litigation or settle-
ment of Llitigation, where the expense ¢f Buch
litigation or "settlement was charged by Lessee as
pact of Costs;

An amount ~equal to the fair market value at the
timae of removal from the Properties by Lessee of
any assets to the extent that the purchase price
costs thereof 'were charged by Lessee as part of
Ccosts;

All other credits required by the Lease. including
Sections 5.01, 5.09 and 6.09 thereof; and

An amount equal to all other fumnds or the fair
market value of all other benefits received or
realized by Lessee in connection with Commercial
Procduction.
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Costs

The aAmountcts applicable pursuant to the fellowing
provisions will be recorded as Lessee's Costs. Cost and
expense items of Lessee which are attributable to both
Operations and other projects shall be prorated O
Operations by Lessee on the basis of the relative use of
such items between Operations and such other projects.
Cost and expense items billed by an Affiliate shall be
deemed to have been paid by Lessee when ‘billed by the
Affiliate.

A. Labor

(1) salaries and wages of enployees, directors and
officers of Lessee who are directly engaged 1in
Operations, including salaries or wages paid to the
project manager, technical employees, (geologists,
geobhysicists, geochemists, draftsmen, engineers,
ete.), mine, mill., and support employees (construc-
tien supervisors, mine and mwmiil supervisors, fore-

man and hourly employees, -purchasing personnel,
office administration, accounting, inventory
control, etc., employees) and such other employees

of Lessee who are assigned to perform services
related to Operations.

{1i) Lessee's cost of holiday, vacation, sick leave and
disability benefits, and other customary allowances
appliecable to the salaries and wages described 1in
paragraph 5.A(i) above. These c¢osts shall be
charged  on a - when and as paid basis or by per-
centage assessment on the amount of salaries and
wages. The rate. shall be based on Lessee's COSt
experience and shall be adjusted periodically and
in no event less than annuaily to ensure that such
charges do not exceed the actual cost thereof to
Lessee. The percentage. rate shall not be applied
to any portions of salaries or wages attributable
Lo overtime, bonuses or incentives.

(ii1} Coscs of expenditures or contributions made
pursuant ‘to assessments . imposed by governmental
auchority which '‘are applicable to Lessee's above-
described labor cost of salaries and wages,
including all penalties except those resulting from
the wWwillful misconduct or gross negligence of
Lessee.
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(iv)

(v)

(1)

(11}

(iii)

{iv)

5/15/85

Lessee!s cost o©of established plans for employees’
group 1life insurance, hospitalization, pensicn,
retirement, stock purchase, theife, benus, and
other benefit plans customary in the industry and
applicable to the saiaries and wages described in
paragraph S5.A(i) above. These costs shall be
charged on a when and as paid basis or by per-
centage assessment on the amount of salaries and
wages.

All reasonable and necessary travel expenses of
Lessee's employees, officers and directors,
incurred in connection with Operations, including
all travel between the Properties and Lessee‘'s
Denver office and/or any regional office esta-
blished by Lessee.

Materials, Supplies, Equipment, Imprcvements and
Facilities

Lessee's actual costs of material, supplies, eguip-
ment, improvements and Facilities purchased by
Lessee or leased from a third vparty, but ex-
cluding any charge for depreciation, amortization,
or depletion therenf. Lessee shall ©purchase,
lease, ot furnish only so much of such items as may
be required for reasonable use in efficient and
economical Operations, and shall maintain inventery
at rceasonable levels to avoid unnecessary accumu-
lation of surplus.

Lessee's actual costs of constructing and instal-
ling 1improvements, equipment and other capital
assets.

The fair market rental value of Lessee's and/or an
Affiliate's exclusively owned equipment and facil-
ities, based upon ¢the shortest term commercial
leases that are available for such equipment and
facilities.

Any equipment furnished by Lessee from its stocks
or transferred to either Party shall be priced on
the following basis:

(a) New Equipment: New equipment transferred fronm
Lessee shall be priced £.0.b. the nearest
reputable supply store or railway receiving
point, where like equipment is available, at
the current replacement cost of the same kind
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(b}

(c)

5/15/85

of equipment. eXclusive of any available cash
discounts, at the time of the transier {(herein
called, "New Price").

Used Equipment.

{1) Used eguipment in sound and serviceable
condition and suitable for reuse without
reconditioning shall be priced as follows:

(a) Used equipment transferred by Lessee
shall be priced at seventy-five vpercent
(75%) of the New Price;

({b) Used equipment transferred to a Party
shall be vpriced {i) at seventy-five
percent (75%) of the New Price if such
equipment was originally charged here-
under as .new eguipment, or {ii) at
sixty-five percent (6%5%) of the New Price
if such equipment -was originally charged
hereunder as g¢good used equipment at
seventy-five  percent (75%) of the lNew
Price.

(2) ©Other used eguipment which, after recon-
ditioning ~ will be further serviceable for
original’ function as good secondhand equip-
ment, ~or which is serviceable for original
function but not substantially suitable for
reconditioning shall be priced at 50 percent
(50%) of ‘the New Price. The cost of any
reconditioning shall be borne by the trans-
fecree.

(3) All other eguipment, including junk,
shall be priced at a value commensurate with
its use or at prevailing prices. Equipment no
longer suitaple for its original purpose but
useable for some other ‘purpose shall be priced
on a basis comparable with items normally used
for such other purposes.

Obsolete Equipment: ARny equipment which 1is
serviceable and wuseable for its original
funccion, but its condition is not egqguivalent
to that which would justify a price as
provided above shall be priced at a level
which will result in a charge equal to the
value of the service to be rendered by such
equipmenct.
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(d) Premium Prices: Whenever equipment 1is not
readily obtainable at published or 1listed
prices because of national emergencies,

strikes or other unusual circumstances over
which Lessee has no control, Lessee may charge
for the reguired equipment on the basis of
Lessee's direct cost and expenses incurred in
procuring such equipment and naking it
suitable for use. Lessee shall provide Lessor
with written notice of the proposed charge
prior to the time when such charge is to be
billed, whereupon Lessor shall have the right,
by notifying Lessee within ten days of the
delivery of the notice from Lessee, to furnish
at the usual receiving point all or part of
the equipment suitable for use and acceptable
te Lessee.

(e) Warranty_ of Equipment Furnished by Lessee.
Lessee does not warrant the equipment
furnished beyond any dealer's or manpu-
facturer's warranty and no credits shall be
made for defective egquipment until adjustments
are received by Lessee from the dealer,
manufacturer or their respective agents.

Services

The cost of contiact services and subcontractor
services and utilities procured from outsige
sources, 1f contract services or subcontractor
services are petformed by an Affiliarve of Lessee,
the cost charged shall not be greater than that for
which compacable services and utilities are
available in the open market in the vicinity of
Operations from sources not affiliated with Lessee.

Office Lease Expenses

The leasehold expenses for Lessee's Denver office
and/or any tegicnal office established by Lessee
(based upon time spent by the personnel in that
office on Operations vis—a-vis other projects):
provided, that charges for this 1item shall be
reviewed and adjusted quarterly by Lessee.

Damages and Losses to Properties and Facilities

BOOI | 37 PAGE( 32




(ii)

5/15/85

All costs or expenses in excess of ilnsurance
proceeds necessary to replace or repair damages or
losses to Properties and Facilities incurred by
fire, flood, storm, theft, accident, bodily injury
or other general 1liability, or otherwise, wunless
such damages or 1losses result from the willful
misconduct or gross negligence of Lessee. Lessee
shall furnish Lessor written notice of damages or
losses incurred in excess of $25,000 per occurrence
as soon as practicable after repert of the same has
been received by Lessee.

Net premiums paid for insurance and Lessee'S COBLB
{not Lo exceed published manual rates) of self-
insurance required by the Lease.

Aadit and Legal EXxpenses

Costs of periodic audits conducted pursuant to the
Leaase and this Accounting Procedure, Legal
expenses, including those  incurred by TLessee's
in-house attorneys or by attorneys employed by an
Affiliate of Lessee-and 1including all costs and
expenses of securing legal advice and services,
drafting of contracts, negotiating wich third
parties -and government agencies, processing appli-
cations for  permits,. licenses, leases or other
authorizarion from government agencies, handling,
investigaring, and settling litigation or claims
arising by reason of Operations or necessary to
prLotect or “recover property, 1including. but not
limited tvo, attorney's fees, court costs, cost of
investigation or precuring evidence and amounts
paid in settlement or satisfaction of any such
litigation or claims. These legal expenses are
limited to the legal expenses related to Operaticns
only ~and specifically exclude the <coOS5ts of any
legal action of ‘one Party against the other. The
reasonable legal expenses incurred by Lessee 1in
connection  with the negotiation, drafting and
closing of this Lease also. shall be an Operating
Cost.

Taxes

All taxes of every kind and nature assessed or
levied upon of in connection with Operations, the
Properties or Facilities. exclusive of income taxes,
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Product Related Refining Costs
All cransportation., insurance, refinery charges,
deductiens related toe the Product, and any other
charges required in the refining process prior to
the sale or distribution of the Product.
Title Review Costs
All reasonable costs incurred by |Lessee in

conneection with its review of the title documents
and information concerning the Properties.

Other Expenditures

Any other direct expenditures reasonably incurred
by Lessee for the necessary and proper conduct of
Operations.
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EXHIBIT D

(Attached to and made a part of the Mining Lease
between Precambrian Exploration, Inc. and
Tonkin Springs Gold Mining Company.
dated effective as of January 5. 1985)

GUARANTY, -

This Guaranty is dated effective as of January 5. 19B5,
from Silver State Mining Ccorporation, a Colorado corporation
(“Guarantor"), to Precambrian Exploration. Inc., a Nevada
corporation ("Precambrian").

WITHNESSETH:

WHEREAS, Tonkin Springs Geld Mining Company, a Colorado ~
corporation ("Tonkin springs")., wholly owned by Guarcantor, has
entered into a Mining Lease, dated effective as of January 5,
1985 (said Mining Lease and Exhibits thereto herein collectively
called the "Lease"), with Precambrian providing for the
exploration and possible development and mining of certain
mining properties in Bureka County, Nevada, all as more
specifically set forth in the Lease; and

WHEREAS, Guarantor expects to benefit from the tran-
sactions contemplated by the Lease; and

WHEREAS. Precambrian, as a condition to its agreement f
to enter into the Lease and to consummate the transactions
contemplated thereby, has required that the Guarantor guarantee
the performance by Tenkin springs of all of its obligations
under the terms-and provisions of the Lease and the decuments to
be executed pursuant thereto;

NOW, THEREFORE. in consideration of the premises and to
induce Precambrian to enter into the Lease, and to consummate
the rcransactians contemplated thereby, Guarantor hereby cove-
nants and agrees with Precambrian as follows:

1. cuarantot hereby absolutely, unconditionally and
irrevocably guarantees Lo Precambrian the performance of all
obligations of Tenkin Springs pursuant to the Lease.

2. This Guaranty is a guarantee of payment and
paerformance and shall not be construed to be limited to &
quacrantes of collection. Precambrian agrees that upon a failure
of Tonkin Springs to make any payment or to perform any act, or
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to refrain from performing any act, required under the Lease,
Precambrian shall notify Tonkin Springs in writing of such
matters with a copy to Guarantor. GQuarantor agrees that if
Tonkin Svrings has not completely cured or otherwise satisfied
the obligations described in such notice within ninety (90)
days after the date of such notice, then immediately upon
written demand by Precanmbrian, Guarantor shall pay Precambrian
the full amount of, and dc and perform each of, such
obligations, as if suech obligations constituted the direct and
primary obligation of Guarantor.

3. Any notice, demand or request by Precambrian to
Guarantor shall be in writing, and shall be deemed to have been
duly given or made if either delivered personally to Guarantor
or mailed by certified mail c¢r registered mail addressed to
Guarantor at: 1600 Stout Street, 1600 Hudson's Bay Centre,
Denver, Colorado 80202-3133.

q, This CGuaranty shall be construed to benefit only
Precambrian and its respective successors and assigns, and shall
in no way be construed to create third party beneficiary rights
in any other pafty. entity or governmental organization.

5. This Guaranty and the obligations of Guarantor
nereunder shall be construed in accordance with and governed by
the laws of the State of Colorado.

6. Cuarantor shall not exercise any rights which it
may have or acquire by way of subrogation under this Guaranty
until all of the obligations of Tonkin Springs under the Lease
have been fully performed. If any amcunt shall be paid to
Guarantor on account of such subrogation rights at any time when
all of the obligations of Tonkin Springs under the Lease have
not been performed in full, such amount shall be held in trust
for the benefit of Precambrian and shall forthwith be paid to
Precambrian to be credited and applied upon such obligatioens as
have matured under the terms of the Lease.

7. No amendment or waiver of any provision of this
Guaranty nor consent to any departure by the Guarantor herefron
shall be eftfective unless the same is in writing and signed by
Precambrian, and then such waiver or consent shall be effective
only in the specific instance and for the specific purpose for
which it is given. No failure on the part of Precambrian to
exercise. and no delay in exercising. any right hereunder shall
operate as a waiver thereot, nor shall any single or partial
exercise thereof or the exercise of any other right. The
remedies herein provided shall be cumulative and not exclusive
of any other remedies provided by law.
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B. This Guaranty is a continuing gquarantee and shall
remain in full force and effect until performance in full of all
obligations of Tonkin Springs under the Leasge and, to that
extent, shall survive any expiration or termination of the Lease.

9. Guarantor shall not assign all or any part of its
rights or obligations hereunder without tha prior written

consent of Precambrian. Subject to the foregoing sentence of
this paragraph 2, this Guaranty shall be binding upon,
enforceable by, and inure to the benefit of Guarantor, Tonkin

Springs, and Precambrian and their respective successors or
assigns.

IN WITNESS WHEREOF,. Guarantor has executed this
Guaranty as of the date first above written.

SILVER STATE MINING CORPORATION

By: :
William W. Reid, President

STATE OF )
) ss
COUNTY OF H
Oon the day of June, 198%, before me personally

appeared William W. Reid, in his capacity as President of Silver
State Mining Corporation, who, being first duly sworn,
acknowledged chat he executed the foregoing instrument in the
name of said entity, that he had the authority to execute the
same, and that he executed the same as the act and deed of said
entity for the uses and purposes therein stated.

Witness my hand and official seal.

My commission expires:

Netary Public
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EXHIBIT E

(Attached to and made a part of the Mining Lease
between Precambrian Exploration, Inc. and
Tonkin Springs Gold Mining Company, dated effective
as of January 5, 1985)

NOTICE OF NONRESPONSIBILITY
(NRS 108.234)

1. This Notice of Nonresponsibility is given pursuant
to the provisions of NRS 108.234, as amended.

2. Precambrian Exploration, Inc., a Nevada ccrporation,
owns a group of unpatented mining claims (“the Rob Claims")} which
are situvate in Eureka County, Nevada, and more particularly
described in Schedule I attached hereto and incorporated herein.
Precambrian Exploration, Inc. has an office and address at
4955 Iris Street, Wheac Ridge, Colorado 80033,

3. Precambrian Exploration, Inc. has leased the Rob
Claims to Tonkin Springs Gold Mining Company, a Colorado
corporation and a wnolly-owned subsidiary of Silver State
Mining Corporation, a Colorado corporation. Tonkin Springs Gold
Mining Jompany and Silver Stare Mining Corporation have an
cffice and address at 1£00 Hudson's Bay Centre, 1600 Stout ;
Streec, Denvar, Colorado 80202-3133. ;

4. As lessor of the Rob Claims, Tonkin Springs Gold
Mining Company intends to construct, place, alter, or repair
certain buildings or o¢ther improvements mentioned in NWRS 108,222
upon the Rcb Claims. Precambrian Expleration, Inc. will not he
responsible for such improvemencs.  Such improvements shall not
be held to have been construcced, placed, altered, or repaired
a= the-instance of Precambrian Exploration, Inc., and the Rob
Clarms shall noc be subject to.any lien resulting from or
relaced to such conscructicn, placement, alteration, or repair
wrich may be assertad or recorded in accordance with the
provisions of SRS 106.221 to 108.246, inclusive.

.
'ty

Nared affesctive as of October 12, 1984.

r

PRECAMBRIAN EXPLORATION, INC.

By :

4. B. Mehrtens, President

[CORPORATE SEAL]

William R. Marsh, Legal
Counsel for Precambrian

Exploration, Inc. HUUKI 3? FP\GEl 38
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STATE OF COLORADO )
] SSs
COUNTY OF )
On , 1985, before me, the

undersignad, a Notary Public in and for the County of

and State of Colorado, duly commissicned and sworn, personally
appeared M. B. Mehrtens, as President of Precambrian
Exploration, Inc., a Nevada corporation, known to me to be the
person whose name is subscribed to the within instrument, and
who acknowledged to me that he executed the same freely and
voluntarily and for the uses and purposes therein mentioned.

Witness my hand and official seal.

My commission expires

Notary Public

[NOTARIAL SEAL]

STATE OF COLORADO ) ]
) ss. i
CITY AND COUNTY OF DENVER )

Cn , 1985, before me, the g
undersigned, a Notary Public. in and for the City and County of ;
Denver and State of Colorado, duly commissioned and sworn,
personally appeared William R, Marsh, ‘as legal counsel for ;
Precambrian Exploration, Inc., a Nevada corporation, known to i
me to be the person whose name is subscribed to the within
instrument, and who acknowledged to me that he executed the 3
same freely and voluntarily and for the uses and purposes
therein mencioned.

Witness my hand and official seal. i

My commission expires

Notary Public

[NOTARLAL SEAL] f
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EXHIBIT F

{Attached to and made a part of the Mining Lease
between Precambrian Exploraticn, lnc. and
Tonkin Springs Mining Company, dated
effective as of January 5, 1985)

Umbrella -
General Liability -

Auto Liability -

Property Damage -

INSURANCE AMOUNTS

$5 million
$500,000 per occurrence

$500,000 per accident plus actual cash
value coverage

Replacenment value of improvements,
equipment, fixtures, Facilities, or
other property whese purchase price is
charged as a Cost under the Lease
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