105187 -
MINING LEASE AND OPTION_TO PURCHASE

THIS MINING LEASE AND OPTYCN TO PURCHASE is made and
entered into this & day of HMay, 1986, by and hetween Mil-
white Co., Inc., a T EXAS corporation, whose address is.
P.O. Box 15038, Houston, Texas 77020, and Atlas Precious Metals,
Inc., a Nevada corporation, whose address is P.C. Box 1207, Moab,-
Utah 84532 (“Lessee").

WITHESSETH:

For and in consideration of the mutnal promises and
covenants contained herein, and other good and valuable
consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto agree as follows:

1. LGrant of Lease. Lessor hereby grants, demises and
leases exclusively unto Lessee those certain unpatented mining '
claims located in Eureka County, Hevada, as are more particularly
described in Exhibit A hereto, by this reference incorporated
herein (the “Claims"), together with all mines, ores, minerals
and mineral deposits of every kind and character whatsoever in,
on or under the Claims; all veins and lodes now owned or
hereafter acquired by Lessor extending from or into or contained
in the Claims; all mineral interests now owned or hereafter
acquired by Lessor in the Claims; and together with all easements
and all rights of way for ingress and egress to and from the
Claims to which Lessor may be entitled. . Lessor further grants to
Lessee the sole and exclusive right and priviiege to do any and
all things which Lessece shall deem necessary or desirable to
accomplish any or all of the purposes and rights set forth in
this lease, including, without limitation, the exclusive right to
enter tpon and to use the Claims for the purpose of surveying,
exploring for, and defining the extent and quality of all
minerals and all mineral deposits in, on or under the Claims,
and for developing, mining, stockpiling, milling, processing,
removing, shipping and marketing such minerals and mineral
deposits by whatever methods Lessee may deem appropriate,
including surface or solution mining; the right to dispose of and
deposit on the Claims ore, waste materials and overburden from
the Claims; the right to construct and use buildings, roads,
power and communication lines, tailings ponds and other improve-
ments reasonably required by Lessee for the full enjoyment of the
Claims; the right to comstruct and use tunnels, adits or workings
now or hereafter located in, on or under the Claims as may be
reasonably necessary, convenient or suitable for or incidental to
any of the rights or privileges of Lessee hereunder; the right to
use so much of the surface of the Claims and all easements and
rights of way appurtenant thereto in such manner as may be
reasonably necessary, convenient or suitable for or incidental to
any of the rights or privileges of Lessee hereunder or otherwise
reasonably necessary to effect the purpose of this lease; and the
right to use all water and water rights appurtenant te the Claims
to which Lessor may be entitled,

The rights granted to Lessee in this lease to use
the surface of the Claims and to construct and use buildings,
roads, power-and communication lines, tailings ponds, tunnels,
adits, workings and other improvements located in, on or under
the Claims, including water rights and other appurtenances there-
to, may be exercised by Lessee in connection with mineral rights
in anc under lands in the general vicinity of the Claims which
are acquired by or leased to Lessee from third parties, or which
are otherwise controlled by Lessee, as well as in connection with
mineral rights owned by Lessor and leased to Lessee hereunder.

Notwithstanding anything herein to the contrary,

Lessor reserves the right to enter the Claims and t- ~ine and
remove therefrom any barite found or located thereon; provided
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that Lessor’s operations with regard to exploring for,
developing, mining, or processing any such barite shall not
interfere in any manner whatsoever with any operations conductsd
by Lessee upon the Claims or any of the rights granted Lessee
hereunder; and, provided, further, Lessee shall have no
obligation whatsoever to perform, or refrain from the performance -
of, any act in order to maintain, preserve, set aside, mine, A

segregate, or account for any barite encountered by Lessce in'the;z":

course ci its operations upon the Claims.

2, Term. %he term of this lease shall commence R
immediately upon the execution hereof and shall continme in full
force and effect for a term of twenty (20) years from such BRI
commencement date, and so long thereafter as Lessee is conducting -
operations (which term includes all of the activities authorized
by paragraph 1 of this lease) in good faith on the Claims, with-
out any periced of- cessation of more than 180 consecutive days,
provided that, for any period when there is no reasonable market
for such minerals as are developed by Lessee on the Claims, the
term of this lease shall continue during such period despite a
lack of operations on the Claims., This lease may earlier
terminate pursuant to paragraphs 9 or 10,

3. Title; Information and Data.

{a) Title Representations and Warranties, Lessor
represents that it owns the full and undivided interest in
and to the Claims free and clear of all liens, encumbrances
or other burdens on production; that it is in actual posses-
sion of the Claims; that it has not assigned or encumbered
its interest in the Claims; that all of the Claims are good
and valid, not in conflict with any other mining claims or
with the possession of others asserting mineral entries, and
located, staked, filed and recorded onavailable public
domain land in compliance with all applicable state and
federal laws and constitute a compact group of contiguous and
adjoining claims without interior gaps; that all necesgary
assessment work for.all assessment years up to and including
the assessment year ending on September 1, 1985, was timely
and properly performed and that appropriate affidavits
evidencing such work have been timely and properly recorded;
that all filings with the BLM with respect to the Claims
which -are reguired by the Federal Land Policy and Management
Act of 1976 have been timely and properly made; that there
are no actions or administrative or other proceedings pending
or threatened against or affecting the Claims; that it has
the full and unrestricted right to enter into and perform
this agreement without obtaining the consent or participation
of any other party; and that it has not entered into any
presently binding contract, agreement or commitment with
respect to the Claims which would interfere with the rights
herein granted to Lessee.

Lessor warrants and will forever defend the
title of Lessee, its successors and assigns, in the Claims
against all claims and demands of any entity, person or
persons whatsoever. 1If there are any liens, encumbrances or
other burdens on production, Lessor shall discharge said
liens, encumbrances or other burdens on production, and shall
indemnify and hold Lessee harmless from the same.

(b) . _ s P _
ests.  This lease will cover and extend to any further or
additional right, title, interest or estate heretofore or
hereafter acquired by Lessor in or to the Claims or any part
thereof; and this lease will cover and extend to any further
or additional right, title, interest and estate acquired by
Lessor in or to any lands within one aerial mile of any part
of the Claims. In the event Lessor acquires such right,
title, interest or estate, Lessor will lease the same to

2o
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Lessee under the terms and conditions provided in this lease,
without payment of additional censideration.

(c) Title Curative Work. Lessee may, but in no
event shall be required to, take any and all steps necessary
to cure title defects, defects in the location, staking or R
recording of the Claims, or other circumstances which violate.. -
any of the Lessor’s covenants of title, which render Lessor’s-."
title to the Claims, in the reasonable judgment of Lessee,
either not good or not safe for mining purposes, or which ) -
would prevent or hinder the leasing of Lessor’s rights in-the = -
Claims to Lessee. In the event that Lessee determines that
any quiet title actions are needed to make Lessor‘s title to
the Claims good and safe for mining purposes, then Lessee may
deduct the reasonable cost of such curative work from the ’
royalties to be made to Lessor pursuant to this lease.

Lessee, at its option, may pay and discharge any taxes,
mortgages or other liens existing, levied or assessed on or
against the Claims, may be subrogated to the right of any
holder or holders thereof, and may reimburse itself fer any
such expenditures out of the royalties to be paid to Lessor
pursuant to this lease or by enforcement of subrecgated rights
against Lessor in any court of competent jurisdiction.
Lessor shall cooperate with Lessee in performing such title
curative work and shall permit Lessece to bring quiet title
actions in its name. Lessee, in its discretion and at its
own expense, may repair or replace any claim location
monuments or marKers which have become wholly or partially
obliterated or destroyed,

(d) Broker’'s Fee. Lessor warrants that it has not
engaged or employed any broker or finder in connection with
the negotiation, execution and delivery of this lease, and no

broker’s or finder’s fee or commission is due with respect
thereto.

{e) Information and Data. Upon execution of this
lease, Lessor shall deliver to Lessee all records, data and
information in its possession or reasonably available to it
relating to title to the Claims, and all maps, surveys,
technical reports, drill ‘logs, mine, mill and smelter
records, and all metallurgical, geological, geocphysical,
georhemical and other technical data pertaining to the Claims
in its possession or reasonably available to it.

(f) Right to Relocate, Amend, and Patent. Lessee
shall have the full, exclusive right to relocate, amend,
apply for mineral patents, defend contests or adverse suits
and negotiate settlement thereof with respect to any and ali
of the Claims, and Lessor shall cooperate with Lessee and
shall execute any and all documents necessary or desirable in
the opinion of Lessee to further such amendments, reloca-
tions, patent applications, contests, adverse suits, or
settlement of such contests or adverse suits. Lessee shall
not be liable in any manner whatsoever to Lessor for the loss
of any Claim as a result of such amendment, relocation,
contests or adverse suits, except for Lessee’s negligence.

4., Royalties. Lessee shall pay to Lessor the
following royalties:

{a8) Annual Minimum Royalties. During the term of
this lease, Lessee shall pay to the Lessor the following
annual minimum royalties, which shall not be subject to any
proportionate reduction should Lessee elect to terminate this
lease pursuant to paragraph 10 with respect to less than all
of the Claims:

:
i
3
}
!
H

_3_
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HMinimum
Date of Payment Royalty Payment

On_or before:
Execution of Agreement 1,600
First through Fifth

Anniversary Dates, inclusive 1,000
Sixth through Tenth

Anniversary Dates, inclusive 5,000
Eleventh Anniversary Date and

every Amniversary Date

thereafter 106,000

The “Anniversary Date“ shall mean the date one or more years
following the date of execution of this lease during the term’
of this Lease. .

(b) Production Royalties.

{i) Calculation of Royalties, During the
term of the lease, whether the term is initial or
extended, Lessee agrees to pay to Lessor, as a land-
owner’s production royalty, four percent (4%} of the Net
Smelter Returns (as defined below) from the sale of any
: ore, minerals or mineral substances, except for gold,

H derived from the Claims., With respect to any gold
derived from tne Claims, Lessee agrees to pay to Lessor,
during the term of this lease, the following percentage
of the Net Smelter Returne from the sale thereof depend-
ing upon the Quoted Price (as defined below) thereof:

? uoted Price Percentage
: Up to and including $375.00
per ounce 3%
Greater than $375,00 and up
to $500.00 per ouhce 4%
" Greater than $500.00 and up
to $§800.00 per ounce 5%
Greater than $800.00 per ouince 62

For purposes of determining the percen-
tage of the royalty payable to Lessor on gold produced
from the Claims, the “Quoted Price" shall mean the price
per ounce of gold as quoted on the London P.M. fix on
the day prior to the date of final settlement from the
smelter, refinery or other buyer of the gold on which
the royalty is to be paid. “Net Smelter Returns* are
i defined as the gross proceeds received by Lessee from
i the sale of any ore, minerals and mineral substances
: derived from the Claims, less (a) all costs to Lessee of
: handling, weighing, sampling, determining moisture
content and packaging such material and of transporting
it to the point of sale, including insurance and
intransit security costs; (b) all charges and penalties
imposed by the smelter, refinery or purchaser; and
(c) ad valorem taxes, severance taxes and such other
taxes as are imposed upon Lessee’s production. For
purposes of calculating Net Smelter Returns in the event
.Lessee elects not to sell any portion of the gold
derived from the Claims, but instead elects to have the
final product of any such gold credited te or held for
its account with any smelter, refiner or broker, such

d
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gold shall be deemed to have been sold at the Quoted
Price on the day such gold is actunally credited to or
placed in Lessee’s account.

(ii} Time of Payment; Reports; Inspection of
Records. All producticn royalties shall be computed and
paid on a quarterly bhasis or notice of a credit against -
production royalties as provided herein shall be given
to Lessor on or before 30 days following the close of
the calendar quarter during which Lessee shall have
received payment for such ore, minerals or mineral -
substances sold by Lessee. At the time of making each -
such payment, Lessee shall deliver to Lessor a statement . -
showing the amount of such production royalty and the -
manner in which it was determined. All records relating = -
to the calculation of such royalties shall be available &
for an annual inspection by an authorized representative . -
of Lessor for the purpose of confirming the accuracy of .-
such statements. Any such inspection shall be for a
reasonable length of time during regular business hours,"
at a mutually convenient time, upon reasonanle notice by
Lessor. Any complaint or objection which Lessor may wish
to raise with respect to production royalties payable
hereunder shall be made by Lessor to Lessee in writing
within six months after the end of the calendar year in
which such payment was made to Lessor or in which credit
was applied against production royalties or shall be
deemed to have been waived by Lessor.

{iii) Credit for Minimum Royalty Payments.
Credit shall be allowed against production royalties

otherwise payable to Lessor hereunder for any and all
apnual minimum royalty payments paid by Lessee to Lessor
hereunder and not previously recovered as credits
against production royalties,

(iv)  ore Processing. All determinations with
respect to: (a) whather ore will be beneficiated,
processed or milled by Lessee or sold in a raw state,
(b) the methods of beneficiating, processing or milling
any such ore, (c) the constituents to be recovered
therefrom, and {d) the purchasers to whom any ore,
minerals or mineral substances may be sold, shall be
made by Lessee in its sole and absolute discretion.

{v)  Ore Samples. - ‘The mineral content of all
ore mined and removed from the Claims (excluding ore
leached in place) and the quantities of constituents
recovered by Lessee shall be determined by Lesses, or
with respect to such ore which is sold, Ly the mill or
smelter to which the ore is sold, in accordance with
standard sampling and analysis procedures, and shall be
a weighted average based on the total amount of ore from
the claims crushed and sampled or the constituents
recovered during the entire calendar quarter. Upon
reasonable advance notice to Lessee, Lessor shall have
the right to have representatives present at the time
samples are taken for the purpose of confirming that the
sampling and analysis procedure is proper.

(vi) Commingling. Lessee shall have the right
of commingling any ore, minerals or mineral substances
which are mined by Lessee under this mining lease with
any other similar ores, minerals or mineral substances,
provided that the commingling is accomplished only after
the volume or weight of such ore, minerals or mineral
substances, as the case may be, has been fairly and
accurately measured and such ore, minerals and mineral
substances sampled. An accurate record of the weight or
volume, along with the results of the sampling of such

_5-
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ore, minerals or mineral substances which are so com-
mingled shall be kept and made available to Lessor at
all reasonable times.

(c) Proportionate Reduction. In the event that
Lessor owns and grants to Lessee an interest in any ore or
minerals extracted from any part of the Claims which is iess

than the entire undivided mineral or working interest in such:

ore or minerals, then the minimum and production royalties
herein reserved and attributable to Lessor shall be paid to

Lesscr only in the proportion that Lessor’s interest in suCh”_':

production bears to the entire undivided mineral or working
interest therein.

S. Payments; Where Made. All payments hereunder shall
be delivered by certified mail to the Lessor at the address
provided in paragraph 15 hereof, or to such other single
depository bank as the Lessor, its successors or assigns, may
designate from time to time in writing. The date of placing such
payment in the regular United States mail by Lessee addressed to
the Lessor or to such other designated bank shall be the date of
such payment. Payments by Lessee to the Lessor or to such other
designated bank in accordance herewith shall discharge fully
Lessee’s obligation with respect to such payment, and Lessee
shall have no duty to apportion or allocate any payment due to
Lessor, or to its successors and assigns.

6. Conduct of Operations. Lessee shall exercise its
rights under this lease in Gccordance with the following terms:

(a} Operations. Lessee shall conduct all opera-
tions on the Claims in accordance with good mining practices,
Lesgee may use and employ all such methods of exploration,
development and mining as it may desire or find most profit-
able and economical and may, when it deems it necessary or
desirable, discontinue operations entirely so long as it
.shall well and truly meet its obligations hereunder to make
the payments provided for in paragraph 4(a) when due, pro-
vided that Lessee shall not be reguired to mine, preserve or
protect in its mining operations, any ore, minerals or
mineral substances which under good mining practices cannot
be mined or shipped at a profit to Lessee at the time encoun-
tered.- Lessee’s right under this paragraph to discontinue
operations on a temporary basis is in addition to its right
to suspend operations under paragraph 14. Lessee shall have
no obligation to begin or prosecute mining operations en the
Claims, orf to mine and remove all or any portion of the
minerals therein, nor shall there be any implied covenant so
to do.

(b} Insurance; Compliance with Laws. Lessee
agrees to carry such insurance, covering all persons working
in or on the Claims for Lessee, as will fully comply with the
requirements of the statutes of the state in which the Claims
are located pertaining to workmen’s compensation and occupa-
tional disease and disabilities as are now in force or as may
be hereafter amended or enacted. 1In addition, Lessee agrees
to carry liability insurance with respect to its operations
in reasonable amounts in accordance with accepted industry
practices.

Further, Lessee agrees to do and perform all
of its cperations in material compliance with all valid and
applicable laws, rules and regulations of the United States,
the state in which the Claims are lccated and any department
or political subdivision thereof having jurisdiction in the
matter, including without limitation, such laws, rules and
regulations pertaining to social security, unemployment
compensation, wages and hours and conditions of labor, and
Lessee shall indemnify and hold Lessor harmless from payment

6=
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of any damages occasioned by Lessee’s failure to comply with
said laws.

(c) Inspection. Lessor and its awthorized agents
who are experienced in mining operations, at Lessor's risk
and expense, shall have the right, exercisable during regular
business hours, at a mutually convenient time, and in a-
reasonable manner conforming to Lessece'’s safety rules and
regulations and so as not to interfere with Lessee’s opera-
tions, to go upen the claims for the purpose of confirming
that Lessee is conducting its operations in the manner
required by this lease, Lessor shall furnish Lessee with S
prior written notice of the time and place of any inspection :;sw

|
|

by Lessor pursuant to this paragraph. Lessor shall hold
Lessee harmless from all claims for damagee arising out of
any death, personal injury or property damage sustalned by
Lessor, its agente or employees, while in or upon the Claims
pursuant to this paragraph, which death, injury or damage
does not result €rom Lesseo’s negligence., If requasted by
Leesen, Lessor, its agents and employces will confirm in
writing thelr waiver of claims againot Losseo,

{d) Lions_and Encumbrances. -Lossee shall keep tho
title to the Claims Itce and clear of lienc and oncumbrancos
resulting from its opurations hereunder, provided that Lessce
may refuge to pay any claims asserted agalnst it which it
disputes in good falth. At fts esola cost and expense, Lessce
shall promptly contest any suit commencnd to enforce such a
elaim and, if the ouit Lo decidwd against Lesspeo, shall
promptly pay the judgment and shall past any bond and take
all other acticn necespary to prevent any sale of the Cleims,
or any part thencof.

(e) Reglamation, Lesseo shall reclaim the surface
of the claime dicturbed by Lesseo in sccordance with
spplicablo govornmental regulations.

(f) Annual Assoosment Vorkj Pilings, Lessee will
perform tho annial acoosoment work ané moke all £filings with
respect to the completion of such work required by law to
maineain the claims for each assesoment yoar for which, and
o the extent that, this lease io in effoct as to the Clalmo
after the first day of June of each such year., 1n the event
that Lessee reasonably determinon that any of the Clalms are
invalid for any reason, it will have no obligations to under-
tgkg such aspesoment work and fillngs with regard to such
claime,

Acpepsmant work will be of such a charactor
and value which io reasconably expected to satisfy the
reguirements of the mining laws of the United States and of
the state in which the Clalio are located., In the event that
the performance of work, intended by Locseo in good faith teo
gatisfy the reguirements under the mining laws with respoct
to assessment work, ic deficient in one respect or another,
and in the event that such fallure will, through relocation
of a third party or otherwise, result in the forfeiture or
loss of such Claims as to which there is a deficienci in the
work, Legsee will not be liable to Lessor or others in
damages or otherwise on account of such failure to meet the
requirements of the mining laws.

(a) Residue in Tailings. All residue or tallings
remaining after the processing or milling of the crude ores
mined from the Claims shall be the sole and exclusive
property of Lessee; provided that if any such residue or
tailings remain on the Claims after this lease is terminated,
then all such tailings shall be the sole and exclusive
property of Lessor.

-7
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(h) Governmerntal Permits. Lessor hereby grants
Lessee the vight and authority to apply, in Lessee’s name or
in Lessor‘s name, for all necessary permits, licenses and
other approvals from the United States of America, the state
in which the Claims are located or from county or local
authorities, and Lessor agrees *o support and cooperate fully
with Lessee in any such efforts. '

7. Indemnity. Except as to damages sustained by
Lessor while on the Claims pursuant to paraqraph 6(c), Lessee
agrees to indemnify and hold Lessor harmless from and against any
loss, liability, expense or damage it may incur to third persons
or corporations for injury to or death of persons or damage to
property which is the result of Lessee’s negligence or the
negligence of Lessce’s employees or agents in conducting any
operations on the Claims.

B. Title Disputeos. Notwithetanding anything herein to
the contrary, IT a title dispute arises or develops wifh respect
to all or any portion of the Claims, the following agreements and
conditions shall be operative and covar:

(a8 Relingulshment of Disputed Areap, Leosoee
shall have the right, at its cole optisdn, to relinguish to
Lecsor the disputed portions or arcas of the Claims which are
affected by sald title dispute, 1In the evont of any such
rolinguichment, the annual minimum royalties eet forth in
paragraph 4(a) shall be roducod proportionately on an acreage
basis to refloct such relinguishment.

(b) ~Relmbursemont; Retontion of Payments. In the
event that Lescco has biready mined ore irom the disputoed
areap and has paidto Lossor any payments under para-
graph 4(b), but is later roguired by court order to pay
dama?nn to or otherwise roimburse third-party claimante for
or with relation to such ore, Lessor shall bo obliguted to
reimburse Lossce for all puch demages and reimbursements
which Leosece 4 required tvo pay such third-party claimantp
for ore mined from the dieputed area.

In the avent that Leooor shall falil to reim-
burse Leosees as hereinobove provided in this paragraph within
30 dayo following delivery to Loossor of writteh notlce that
Lesseo hap been required by court order to moke nn{ puch
payment, Lessoe shall have the right, exerclsable in ite solo
diseretion, to retain all payments to boe pald to Lessor as
provided in paragraph 4, whieh thereafter becoms due hore-
under, until such time as it hao rocovered from sald retained
payments an amount eogual to the amount for which Lesocor is
obligated to reimburse Lespee ap aforesald, together wlith
interest on the unpaid balance thereof at the rate of 12
percent per annuwn, The provisions of the immodiately fore-
going sentence shall hot bo deamed to limit or rastrict in
any -manner the rights of Leasee to bring legal actlion against
Lescor to recover the amoupnte for which Lesceor is obligated
to reimburse Lessec as provided in this paragraph, it beling
understood that the rights of Lessoeec pursuant to this para-
graph shall be cumulative and not alternative or restrictive.

Retention by Lessee of the payments provided
for in paragraph 4 pursuant to thip paragraph shall not,
under any circumstances, be deemed to constitute a default by
Lessee hereunder, and the amounis so retained or applied by
Lessee shall, for all purposes of determining compliance by
Lessee with the provisions of this lease, be deemed to have
been paid to Lessor or expended upon the Claims at the time
said payments would, but for such retention, have been
payable to Lessor.

oy :
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(c) Retenrion of Production Royalties. Addition-
ally, upon notice of any title dispute concernirg the Claims,
Lessee shall have the right, if it so elects, to retain all
payments under subparagraph 4(b), which become due and
payable hereunder with relation to ore removed from the
disputed portions or areas of the Claims, until such time as

Lessee has received from Lessor written evidence satisfactory- =

to Lessee that said title dispute has been resvlved and that-

Lessor is legally entitled to receive such payments attribut-
able to such ore, Retention of the payments pursuant to thig.
paragraph shall not, under any circumstances, be deemed to -

constitute a default by Lessee hereunder, nor shall Lessee be -

obligated to pay any interest with relation to amounts so
retained by Lessee,

(d) Subgeguent Title Dipputes; Miscellanesus, The
foregoing procedure shall govern as L0 each titlie diepute,

and the disposition of one title dispute shall not affact
subseguent title disputes or adjustments, Lossee shzil not
be required to maks any payment under subparagraph 4(b) to
Lessor concerning any ore mined from dioputed areas which are
wltimately determined to be the properties of others,

9, Refault, In the ovent of a default hereunder on
the part of Lessee, Lessor shall give to Lessee writtan noetico
ppecifying the particular defavwlt or defaults agserted, and
Lessee shall have 90 daya after tho roceipt of said notice within
which elther to cure such specified defaulto, or to undertake to
cure the same snd diligently thereafter promptly to cure tho
same, In tho event of such & cura by Lecges, thip lesse ghall
zontinue in full force and effect as” though ho default had
oocurrod., In the event ouch curative actlon is not mo conpletod
or ditigent wefforts to cure puch defaulto are not undertakan
within pueh 90-day poriod and thoereaftor diligently puroued to
completion, Lessor may clect to terminate thin lease by notice to
Lesses ue provided {n paragraph i%. - fho cole liabllity of Lespoo
to Leowor for any default under the terms of thio lomse shall ba
such termination and the rotention by Lessor of any paymenta
Previously made to Lessor horeundor, and Lesooe ghall have no
Iurther obligavions horeunder or linbility to Lessor by way of
damages of any kind or otherwise, except with respect to:

(i) paymonte to Lespor purguant to paragraph 4, acorued prior to
termination; (41) the obligations ap provided in paragraphs 6(g),
i1, 12, and 13; and (iii) the obligations as provided in
paragraph 6(f) for the then currenl asseosmenc yoar, bhut only if
notica of such termination ie given after June 1 of Lhe thon
current assespment year.

10. Termination. Leseee shall have the right to termi-
nate, surrendeT and relinquish this lease, or all or any portion
hereof as it may relate to all or any portion of the Claima, at
any time by giving written notice to Lesnor of cuch clection, If
such termination relates only to a pertion of the Claims, then
the notice ghall specify the mining claims ap to which thiz leasa
is terminated, and this leate shall terminate as to thooo mining
claims specified in the notice. Any termination by Lesseq
pursuant to this paragraph will be effective when such notice ip
effective as provided in paragraph 15 below, Upon termination by
Lessee under this paragraph as £o all of the Claims, Lescee nhall
have no further liability or obligations under this lecase with
respect Lo the Claims, or to any portion thereof, to which such
termination applies, except with respect to: (i) payments to the
Lessor pursuant to paragraph 4, accrued prior to the effective
date of such notice; (ii) the obligations as provided in para-
graphs ‘6(g}, 11, 12 and 13; and (iii) the cbligations as provided
in paragraph 6(f) for the then current assessment year, but only
if notice of such termination is given after June 1 of the then
current assessment year. 1In the event Lessee terminates this
lease as to all of the Claims pursuant te this paragraph, Lessor
shall retain any payments previously made to Lessor hereunder as

—-g_
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full consideration for the rights granted herein and as ligui-
gated damages for reasonable impairments of the surface and
improvements from activities authorized by this lease.

i 11. Return of Data. Promptly upon the termination of
this lease as to all ¢f the Claims, Lessee shall return to Lessor .
all title, metallurgical, geolegical, geophysical, milling and
other data furnished to Lessee by Lessor. At such time, Lessee
shall make available to Lessor for examination and copying all
survey maps, drill hole logs, sample locations, and assays
developed by Lessee with respect to the Claims during the term of
this lease and not previously delivered to Leasor.

SPETRR Y WL

12. Release., Upon termination of this lease as to all
or any portion of the Claims, Lessee will, at the written request
of Lessor, provide Lessor with a written release, in recordable
form, of its rights hereunder with respect to the portion of the
Claims vo which such termination applies,

13, surrender of Popsoession and Removal of Eguipment.
Upon termination of this lease as to all or any portion of tho
Claims, Lessce shall surrender poscecsion of the tlaims, or that
portion thereof to which such termination applies, subject to the
condition that Lescec shall have tho right at any time within one
Year after the purrender or termination of thio leace ap to such
property to remove all of Lossee’s tools, oquipment, machinery,
supplies, fixtures, buildings, structures and othar property
arecved or placod on ouch property by Lessce, excepting only
timber, chutes, and ladders in place for underground cuppert and
entry, Title to such property nob ramoved within ono year shall
page to Lesoor.

14, Forco Majeure.

(a) Efincr of Occurrance. In thoa ovont Lespeo io
rendered unable, wholly or In part, by force majeure applylng
tv it, to carry on lte obllgutione under this loase {other
than its obligationo to make paymente of menetary amsunts due
hereunder), it is agreed that such obligations of Lesses, go
far ap they are affected by sueh forece majeure, shall be
suspended during the continuance of an{ inability so caused,
but-for neo longer pericd; that the various periods and terms
provided for herein shall be oxtunded for a period oguivalent
to puch period of forece mazeure; and puch cause shall, oo far
as pussible, be remodied with all reasonablo dispatch,

Lesses will promptly notify Leosor of the commencement and
termination of any event of force majoure.

(b) DPefinicvion. The term "force majeura," as
employed heredn, shall mean ascto of God, strikes, lockouts or
pthor industrial disturbances, unaveidable nccidentn, uncon-
trollable deolays in transportation, inability to obtain
necessary materiale in the open market, lack of & reasonabla
market for such of the niherals so are developed by Lessce on
such Claime, any otate or federal lawp, regulations or
requirements (expressly lncluding inability to obtain neces-
sary governmental approvale, licenses and permits on terms
reasonably acceptable to Lesses), or other matters beyond the
reasonable control of Lessce, whether similar to mattars
herein specifically enumerated or not; provided, however,
that performance shall be resumed within a reasonable period
of time after such cause has been removed; and provided
further that lessee shall not be required against its will to
adjust any labor dispute or to guestion the validity of or to
refrain from judicially testing the validity of any state or
federal order, regulation or law.

15. HNotices.

-;?-L;_ g (a) Method of Delivery. Any notice or delivery of
T S information herein contemplated to be given to Lessee shall
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be given in writing by personal delivery, or by prepaid
telegram, telex, cablegram, radiogram or similar methoé, or
by certified mail, return receipt requesced, postage prepaid,
and addressed to:

Atlas Precious Metals, Inc. TR
P.O. Box 1207
Hoah, Utah 84532

or to such other address or addresces as Lesszee may from time
to time designate in writing. Any notice or delivery of .
information herein contemplated to be given to Lessor shall
be given in writing by perscnal delivery, or by prepaid
telegram, telex, csblegram, radiogram or aimilar method, or
by certified mail, return receipt reqrested, postage prepaid,
and addressed to:

Miiwhite Co., Ine.
P.O., Box 15038
Houston, Texas 77020

i
!
i
3
1
.
N

or to puch other address or addresses a¢ Leosor may from time to
time designate in writing,

(b) Effectivencss. Except a#s otherwise nrovided
herein, sorvice of notice or delivery of information shall be
effective and complete upon personal delivery, or whon sent
by prepaid telegram, telex, cableogram, radiogram or similar

< method, or upon the deposit theroof in the United States
= mail, cortifiod return receipt roguestod, and with pestage
- prepaid and addrossed ap aforosald,

16. DTax Paymentn. During the torm of thic lease,
Lessor shall pay when due all general ad valorem taxes and
Bopessments aspessed against the Claims, and all other lawful
public taxes and aseessments, whethor general, specific or other-
wise, assesced and levied wpon or against the Clalmo, provided
that Leseee ohall pay when duc those taxos assessed and lovind
upon any winoralo produced by Lessows, or attributable Lo Lopgee'n
eperations hereunder, or upon any property or improvements placed
by Lessee on-the Claimg for its owh use, Lessee or Lesser, at
itp sole cost and-expeusc, ehal) have the right in good faith to
concest any of the sbove taxep and ascepsmonts whieh it ig
obligated to pay, but ghall not perimnit or suffor the Claims or
any part thereof, or any mineralps mined thereon, to be pold at
any timoe for puch taxes or assespments. - Lessoe shall not be
liable for any special assesoment for local improvements or
benefite which is not actributable to Lassee’s operations.

17, Purchane Option.

(a) oOption; Exervise of Option. Lessor horoeby
grante to Lesoee Lthe option to purchape the Claimo and all
rights appurtenant thereto set forth in para%raph 1 hereof,
together with all right, title and interest in and to the
Claims which Lessor may hereaftoer acquire, for a purchase
price (the "Purchase Price") of Two Hundrod Fifty Thousand
dollars (5250,000), exercisable at any time on or before the
tenth {(10th) Annlversary Date of this leasa. The Purchage
Price shall be reduced by the amount of all annual minimum
and production royalties actually pald by Lessce to Lessor
hereunder, The purchase option may be oxercised by written
notice from Lessee ir accordance with the provisions of
paragraph 15 hereof.

(b) €losing. closing for the purchase of the
Claims shall occur between thirty and ninety days following
the exercise of Lessee’s option to purchase the Claims. 'The
L : date, time and place of closing shall be designated by Lessee
U : in its sole discretion. At the time of cliosing, the follow-
"L;_" s ing shall occur: (i) Lessee shall pay to Lessor the Purchase

“11-

BOGK | 50 PAGEQS |




s T

A

Lessee, free and clear of all liens and encumbrances, except-
ing only those which may have heen created by reason of the
dctlions or operations of Lessee, and shall execute and :

EXcept as otherwise provideg herein, closiny coptes shall ho
borne equally by the parties and all taxes attributable to
the conveyed intarest during the Yeur in whieh closing occurs
ghall be dpportioned as of the date of closing. Upon the
closing of the Purchase transaction 2hd oxcept ap otherwise
provided in thig pParagraph, this leage shall terminate and
the parties shal) have no further liability or obligations
ander this lease,

In viae event ehat Lessor failp to porferm any
©of its obligationsg under thig Paragraph, Lessee phall be
ontitled to all remedies at law or ip aguity which are othor.
wise availablo o Lupace, including, without Limitation,
Bpoecific performance; providad, howevor, that ipn the gvent of
ani such defaul« by Losoor, Lesneco may elect to terminate
this loase, recover all documentg, instrumonts ape oums paid
or delivered by Lesaoa pursuant to thig paragraph and ba
releacod from any and all obligations under thig paragraph,

18, Arbitration of pig utes, Any coutroverosy or eclainm
arising out of or rolog hg to this Yeuso, or the rightp op
obligations of tha parties harcto, ghall be sottled b¥ srbitra-
tion in accordunce with the Rulep of the American arb tration
Asgociation, and Judgmont upon- tho award rondered by the arbitra.
LOrs may be onterad I any court huvinf Jurisdiction thoreof

Bod Statuteg § 36,015 ot
Led., pertaining to arbitration and award, as they may bo amehded
f

19. Furghor Documentg, At Lesgoo’p feogquast, Lossor
shall executs ang eliver o Lespoe a mamorandum form of thig
leane guitable for recording purponen and any further inptpy.
mente, agreements, documents, or othar bapers reaponably roguiroed
by Lesoee to offoct che Purposes of this leupe,

20, Relationship of Parties, f1he relationohip of the
perties hereto ig contraetual on Y. Luncee owno, and hay here-
aiter acquire, substantial intorests in lands and minerals and
contemplateg undercaking development angd mining opsrations in the
vicinity of the Claims, NHothing contained ip this lonse shall
give Lesgor any interect in guch lands, minerals or opevations,

21, “Entire A recment, Thig writing soto forth the
entire agreement and unaerntanding between the parties, there
being no oral agreemento, promipes ep Tepresentations which ura
or may be f{ncidental o bupplementary to thg provisions hereof,
No change in, additiop to, or waiver of any of the provisions of
thie lease shall pe binding upon the parties hereto unleys in
writing siqned by an authorized Yepresentative of the party to be
bound.,” No waiver by any party of a breach of any of the provi-

"sions of this leage shall be construed ag a waiver of any

subsequent; breach, whether of the same or of 4 different
character.

22. Inurement, ‘This lease is, and shal} be, binding

upon and inure to the benefit of the heirs, representatives,
successors and assigns of the parties hereto.

-12-
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. B} 23. Governing Law. This lease shall be construed and .

.enforced in accordance with the laws of the state in which the | o
Claims are located except insofar as it may become necessary to .
comply with federal statutes, rules or regulations.

: _24. Assignment. No assignment of any interest here- -
under shall be effective until receipt by the-nonassigning party .
- of written notice of such assignment. _ AR

_ . 25. Headings, The headings used in this lease are ' .
ingerted for convenience only and shall not be considered-a part -’
o of this lease or used in its interpretation. _ T

IN WITNESS WHEREOF, the parties have executed this
agreement the day and year first avove written. :
LESSQR:

Milwhite Co., Inec.,
2 corporation

BY 3722

EXgcuTive UItl £FRrEes/DENT
LESSBEE:

Mlos Procioun Metals, Ing.,
a Nevada corporation

By ,ui~u—3(2. L)

Richard R, Veaver, Preoident

-1a.
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STATE OF g:_;fggeﬁg )

- precious Metals, Inc., a Hevada corporation, who acknowledged that’

N

S5,

}
COUNTY OF a_';@ﬂ@ . }
b=

On Jene 6 . 1984 , personally appeared
before me, a notary public, Richard R. Weaver, President of Atlas - =

he executed the above instrument on behalf of said corporation.. -

Hotary Publm'c ’

Ry A Y
( ?ﬁ.—L‘?LDﬂ-' Cotr —= S b205

hAddrose

STATE OF [iE=ahb )

)
COUNTY OF HARRAS )

on _JunE 3 , 19 8lo, personally appeared
bafore me, a notary public, ‘ '

of Milwhite Co., Inc.,, who acknowledged that he
the ebove instrumont on behalf of sald compuny,

Runde/

Hotary Puble B
'“1?; ) ot ,-"J E.. O| [s c! E ! é-' 03 g
tjg'!lﬁj]ﬂl % 27aa0
',;m \ Address
A » DOROTHY RAWLS

| " Notary Public + State Of Texes
f SE-?J:/ My Commilesion Lxpircs Oct, 26, 080

as.
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Exhibit A to that certain Mining Lease;
dated May & , 1966, by and between
Milwhite Co., Inc.

a _7ExAS_ corporation, as Lessor, and
Atlas Precious Metals, Inc., a Nevada
corporation, as Lessee, which covers-

certain unpatented mining claiis located -

in Eureka County, Nevada. : :

_ the following unpatented mining claims lodated'in'- BRI
section(e) 23, 25. 2G in Township _ 23 North ;, Range 49 Eapt = °
of the My, Diablo . P.M., Eureka County, Nevada: T

Notice of Location
Recorded in

Name of Claim Book AL Page wy_Serial Number - - -
; wildflower 110 105 HMC 268434
§ wildflower 1-9 110 106~114 HMC 268435~
E 268443
"

"CDRDED AF REOUEST,OF
s e ’/ / it
'%LLJE.E:;#.S.._?L%%{ I

Unea Y InlL

ge 007 15 Al 43

FFICIAL RECORDS
CUATEILRLATY, HEADA

1l FEBAL EATIL HECOE 13
FiLE HD.Jﬂslﬂ-

pee f £9.00. i
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