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S "'-'A"s‘s}x__cﬂﬁé_ia'r, AND, AGREEMEN‘T,U

THIS ASSIGNMENT AND AGREFMENT ("this Assanment") ia'A

':made ~and  entered: into. effective .as of 12:01 ‘a.m., ‘November 1,

Explotatlon.,lnc.. a "Névada corporatxon ("PEx*), whose address

ost. .Road East,. Hestpott. .connecticut 06881;: and ‘“Tonkin Springs

. 'Suite 1600, Denver,  Colorado 80202. PEX: and TSGMC are
. collectxvely descr1bed belou as "the Pa:tles' &

RECITALS

A. TSGMC is~ the lessee of certain unpatented mining
-claxms located in Eu:eka County, Nevada. = : :

R s;~ TSGHC has agreed to assxgn to PEx -a royalty in
- “minerals . mined from ther properties subject  to that lease,
"~ subject ‘to the :eservations. terms and condxtlons of .'this
Assxgnment.- E :

payment from TSGMC . to . PEx, the receipt of .which is . hereby

.,acknowledged by PEx, and "0f the. terms and conditions of- this

Assignment, the.parties agree as set forth herein.

: R Def1nitions.v' For -purposes of . this Assiqnmeﬁt.
the f)llowxng terms shall have’ the followan defxnltxons'

: .A. . "Affllxate" means . any. person, - partne:ship.
joint ventute.u cotporatlon - or.. other -form -of enterprise that

directly or indirectly- cont:ols. is ‘controlled by or is unde:a

-common control with TSGMC ‘or- TSGMC's "parent ‘company., - _silvet

‘state ‘Mining Co:po:atlon. For purposes of the preceding
. sentence, “control® means the .ability to’ -determine or direct the
;actions,  decislons, polxcxes of the: entity or petson in -
- _.question. . : . . - ;
AW B.. “Cross’ Revenues®. . = means - thel total -

~consideration récejvéd- from ~the arms- length - sale ‘or other -

. disposition -of . gold and silver bullion produced trom the
,Prope:ty.‘ and received from the arms- length sale or  .other
_disposition of minerals. other than gold and sxlve: which are

ﬁggpzoduced from the Property, under the Lease, or any extension .or .
. renewal of the. Lease or any -other contract or. agreement between

‘TSGMC and the owner or owners of interests in the Property. or

) any - extenslon of renewal of such a contract or. agreement, . .or .

Please return to:

,’Randy L. Parcel, Esq.
‘Parcel, Mauro, Hultin & Spaanstra.
1801 California, Suite 3600

Denver, CO 80202 - : -haﬁx]".-‘l,o:ﬂs{hl"?':

987 . (the ~ "Effective Date"), . by and betweeén = Precambrian

o fof purposes of notice under this Assignment. is to the atteation .
. Of M. Geotge W Holbrook, Jr.. President, P.O. Box 352, 450

‘Gold ~Mining. ‘Con ny . ‘a Colotado cotporation ,("TSGMC"). whose -
V;address for ‘purposes of- notice .under  this Assignment is to the .
. attentxon of Mt. William W. Reid. Presxdent._lGOO Stout Street.»

NOH. THEREEORE. for and 1n conszderatxon of a ce:tainv
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'ptoduced from the Property a(tet TSGMC: - putchascs .the Propertyg

o It any. such consldetatxon is ‘'in.a’ form other" than’ United- ‘States.
o dollats. ‘thén Gross ‘Revenues shall be. deemed -to be equal to: the =
- fair matket value, expressed in United States dollars, 'of . that-

“‘consldetatlon at the time it is- -paid.” If. ores, - concent:ates,
dore, " slag, ot —other mine:al .commodity (other than’ 'bulllon)

~ptoduced from the Property areé delxvered in satiéfaction of a

" loan . ot . othér obligation of " TSGMC _an’ Affiliave, Gross

’ Revenues shall be equal to the fair’ matket value, ‘at. the time of °

gdelivety, expzessed in United States dollars, ‘of . the commodity
. 80 de11veted 1f the commodity 60 ,delivered’ is. bullion, Gross
;'Revenue shall be measured by.- the London afternoon fixing price
on the. day of delivery or on the: first business. day thereafter
if the day of delivery is not a business day. Gross Revenues
shallrnot include -any proceeds: trom any loans to TSGMC. or an
hftxliate. -

. ’ c. “Lease" means - that certain than' Lease,
dated January 1. 1986, between Lyle F. Campbell, Julian E.
~ simpson, .- and Jean C. Simpson, as Lessors, ‘and TSGMC.. as Lessee,
-as. amended effective January 10, 1986. : P

D. “Net. Smeltet Retutns"’ means G:oss Revenues.
less the following .costs incurred by TSGMC with respect to- the
E mxne:al commod1ty trom which the Gtoss Revenues are de:xved-

. _,(1) costs of refxnlnq any concentrate. slag
-dore, including ‘“but not ‘limited - 'to ‘sampling,

assaylng. umpiring and assaylng costs :elated  to- the

r‘tef1n1ng stage of processing:

(i) . Al “costs .of transportation “of
concentrate, dore and - other beneflcxated products f:om
;the P:ope:ty to the poxnt of sale, :

(iii) Severance, " productlon or 'saIeS‘ taxes

'-:wh1ch are applicable to the royalty;- and

. (iv)  -sales - comm1ss1ons pa1d on ‘the shaze ot
o product1on sold.

. \ - E. “P:ope:ty“ means the unpatented mlnan claims
‘descrlbed on Exhlbxt A to this ‘Assignment and sub)ect to the
Lease. i . L .
2. Assignment of Royalty. TSGMC hereby ‘assigns to
PEx a petpetual independent royalty of one percent- (1%) of Net
“smelter Returns; PROVIDED. HOWEVER, that said royalty shall not
begin to. accrue and shall not be payable and due until such time

as total Gross Revenues received by TSGMC. its subsidiaries,’

Affiliates, successors and assigns has equaled Fifteéen- Million

Pollars. ($15,000,000). TSGMC -shall. have and hold the. Property

. subject. to - the tesezvatlons. terms and cgndxtlons -of his
Assignment. S o . . .

-2 -
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3 Representations and warranties of the Parties.

‘A. PEx g - Reoresentatioﬁg and warran ies' N ?Eki;x;”

hereby represents and warrants to TSGMC a.,iollows

(1) PEx has. recexved all necessary corporate.
i PEx agrees to.

and shareholder approvals of ‘this - Ass1gnment
»prov1de TSGHC Hlth approprlate ev1dence of such

(2) . PEX acknowledqes that . it~ has' had £ull

' opportunlty to ask questions of TSGMC regardlng the Property and.
tbat TSGMC-' has . answered those questxons ‘to’.the’ satisfaction of -

“PEx. ~. PEX further acknowledges that it: :nas - had access to the

Property.and to’ the personnel who-have. 1ntormat10n and: knowledqe"r

. regarding .the Property,. including but not: Timited: to Mr Brian
Hestor of  Derry. chhener. Booth & Wall, regardlng the ore
‘reserves;. -and MessIs. Bob Coleman of - Hazen Research and Tom
‘Plouf and Laurence Marsland of Mlnproc ‘(U.S.A. ) inc. _rreqardtng
metallurqlcal testing. o

B. . TSGMC's Representations and Harranties.'

‘:_TSGMC hereby represents and warrants to PEx as £ollow5"

o (1) TSGMC - ‘has rece1ved all ' necessaryA.
Acorporate and shareholder approvals of this Assignment and- all
- - actions necessary .to implement this Asslgnment . Upon request of:

'1P£x. TSGHC shall £urn18h PEx wrth cop1es of such’ approvals'

(2) The Lease. is in . good - standrnq and ln

- full” force and effect, and TSGMC  has ' ‘received no- notxces of,

default from' the lesSOL under the Lease,

. iy (3) TSGMC has furnlshed ‘or” made avallable to,
PEx tor "PEX' s exam1nat10n all factual data in: TSGMC 6 possession'

" and~ control ‘relating to. the Property. TSGhC also ~has made

'lavallable to PEx -all of TSGMC'S:- personnel and consultants who-

.are knowledgeable about the Property.

(4) ~ TSGMC 1s not aware of any 1osses, clatms‘

or demands relating to the Property; and

(5) The Lease and’ Property. 'todether withf

the Property subject - to . that certain Assignment of. even date

between PEx and Silver State Mining Corporation,: constltutes“all_

{ands -owned, -leased .or otherwise controlled by “TSGMC. or an

" mffiliate within: the "Area of ‘Interest -under Article VII1 of the o

lrulnlng Lease dated January 5, 1985 between PEx -and TSGMC.

44' Purchage of Progertx I TSGMC has or obtains
any rlqht or option to purchase the Property ‘under ‘the Lease,: Oor

any ‘extension or renewal of the Lease, or any other contract ot

aqreement ‘between TSGMC and the owner or owners of interests 1n'




- the Property. or any .extension o

r renewal o£ such a. contrac bc";

agreement, - and if  TSGMC exercises such a-right 'or "optlon to:

purchase the Property, _TSGMC.- shall  give . PExX Tim

thereof. Within thirty (30) :d
- Property. TSGMC shall. execute,

- ‘such- conveyances as may be reasonably necessary or. desi
- the. oplnxon of counsel tor PEX) to confxrm. ptesezve..

" the :oyalty desctlbed in Sectlon

5. - Statementé. and Payments .on “or bef&tef

ays after . TSGMC ~purch:
acknowledge . and deTi

2 above.

igzs and August 31 of each calenda

* through . December 31. and January 1 through June 30, be:xods._

zespectively. At such time as t

he royalty beg1ns to become ‘due

" ‘and payable pursuant to the provisions of ‘Ssection’ 2 abo ~TSGMC

shall make. royalty payments to PEx within 30 days after TSGMC 8

. receipt of Net . Smelter Returns

Each payment shall: be’ accom-

panied by a reasonably detalled 1temzzed statement clearly
‘reflecting. the calculation of Net Smelter Returns upon uh;ch the

'oyalty payment is based

: 6. _lg&;_;g_lgﬁg_ig_gigg - PEX shall have the,tieht:
to take in kind its royalty with respect to ‘gold" and ‘silver

v_p:oduced from minerals mined from the Ptoperty,

jfollowlng condxtxons and 11m1tat1
= . A. " pore may not

‘taken must be gold. or 511ver
state. : .

B. PEX must notl

‘eby no- later’ than thirty (30) days prior “to the beglnnln of. o
to . take- in kxnd. A £a11u:e by .
PEX t0'-50 .elect shall be ‘deemed to be an electxon not. to- take 1n e

’ calendar quaztet..1£ PEx elects
"1k1nd'

. | . c. It shall be P
S te pzck up the bullion at the fin

- the

ons:

be taken in kin
bullzon in the etxnal.

fy TSGMC on.-a quartet

Ex 5 respon51billty and expense
al po1nt o: refxning. and .

D. PEx shall be entitled to’ take in k1nd:on1y if

it has: pald TSGMC one percent

(1%) of the costs -described: in.

’Subsectxons 1.D(i) through 1. D(iv)’ above.“plue any other costa

1ncutred as a result- of ‘PEX's tak

- 7. Audit. PEx shall
:elghty (180) days after its rec
prov1ded for in Section 5 of

ing in kind. Lo

have. a perlod ot one hundted
eipt of each of the ‘statements
this Assignment to give- TSGMC -

notice of -any objection by PEx thereto.. If PEX fails .'to. object

to a pa:tlcular statement withi
‘after its tecelpt thereof, the
the amount of any Gross Reven

-4 -

n one hundred elght (180) days

accuracy of .such -statement and

ues - réported therein: shall be.

: ‘_ 860K | :7'»01_'m§€y2 'oiv"": g

r year. TSGMC shall furnish PEX
with a reasonably detailed, -itemized statément clearly: PRI
ing the Grosé ' Revenues recexved during the. precedan .July 1 S e




ccuracy of ‘a particular statement or .. the- amount‘of;the
Mtransmxtted thérewith within one hundted -ejghty ( 0) day.
the statement is .received by PEX, PEX -

_ representitives-shall have the right to -audit .
and -recoids. of - TSGMC during TSGMC's ‘noriial b
ﬁjsuch audit shall be made at the sole expens
“determines’ that the statement-or payment An
- .within two. percent (2%). - Any such audit 111,
‘ ‘gole’ expense of TSGMC if the audit.determines. th
L;or payment in question is irnaccurate by 'more

,>(zz S ) either .case, the Gross’ Revenues

- -payment . in question, as the case. ‘may - be;

‘Qreflect the results of the audit. 1t litlgat

proceedans are’’ commenced and the proceedings

_'payment ad)ustment the prevalllng party ° shall- be entitled to
recover = its 'reasonable attorneys:. ‘fees: ~incurred- ‘inc such

: proceeding 1f the adjustment is more than two" percent (2\)

any part of - the costs ‘and . expenses or any_lrabllltles incurred
in. . connectxon with th ‘entry. exploratlon development.. or
,*m1n1ng of the Property. - TSGMC .agrees, to-and ‘hereby assumes all
,.11ab111ty for and indemnifies,. protects, :saves, and holds.. PEX
-harmless from and -agairst any and all’ losses
attorneys'r fees, clarms. demands,. liabilit
“actions of ‘evéry kind .and character that Jmay: -

s, suits,i and

:expenses or 11ab111t1es.

D i 9.' Access “Books _and Reéoré
: M~requxrements ~-and limltatlons -of . the
.above, .PEx and PEx's authorized’
-and their 'sole risk -and expense.f have 1 T ] . 1
TSGMC'S books . and records ‘to the extent: reas nably . necessary ‘to
.,verxfy the accuracy of the statements regard1ng Gross- Revenues
:~and'. Net Smelter Returrns, .described -in.~Section /5 above. - 'PEX
‘,understands and agrees that for so long ‘as’ TSGMC owns any

Sectlon 7

.’?,”Q.~f"except as may -be Tequired by. law, PEx shall.: retaxn all technxcal
L R ~ information _obtained by .or provided to. it pursuant to- "this
T T A  Assignment as strictly confidential and will- not disclose same

“to’ any. third party without TSGMC's prxor wr1tten consent. uh1ch"

consent shall not be wi.hheld unreasonably.

. that - PEX's ~royalty uncer this" Assxgnment ig both an -economic
_interest in minerals - in place and a perpetual 1ndependent

"'7h_ '-f‘v royalty interest in and running with the’ Lease. However, PEX. '

- shall . ‘have no rlght to. enter, explore. develop. or mine the

‘R or arbxtratxon_
s result © in a

. : B.:- Indemnification. :" PEX = shall .»' have © fpg
fresponsibllxty ‘or obligation. wWhatsoever: “for: d1rect payment of -

COStS expenses.»-

lmposed upon ot“‘
“incurred: by PEX- on account  of, arls1nq dlrectly or- 1nd1rectly,'
_from, : or’ in any way connected thh ‘or. related to such costs.)

Subject .o the‘

oAt itsf-

';1nterest of any nature whatsoever -in any. of ~the. Property, andi

10. ogerat1ng Decis1ons. The partles acknowiedqe :




property. .PEX also shall havée no right to ‘be- a party-to’ leages,

assignments, . farmouts. - joint operating agrecements, -or similar

~instruments with respect to --the Lease orProperty unless such’

‘instruments provide for pooling or unitization “of .the Property

" with® any other lands or for the commingling of minerals mined '

~from- the Property. with- minerals mined ffom any other lands. All

such’. agreements ‘or instruments shall recite’ specifically that -

the transactions -reflected therein are subject to the ‘royalty
under this Assignment and all terms -and conditions . of this

_Assignment, :and PEX shall be a necessary party to any agreement

or . instrument whatsoever that provides for .or .-purports’ to
authorize any. pooling -or unitization of the Lease or Property
~ with any other lands or which provides  for or purports to
~authorize commingling -of minerals mined ‘from .the Property ~with
minerals from any other lands. PEx agrees  that "it shall not
withhold unreasonably its approval of  any such instruments.
TSGMC shall -‘have. mno ‘obligation to begin or prosecute mining,

development, -or processing operations on-.the Property, nor to’

mine - and remove - .all or any portion of the minerals: therein,

thereon, or ‘thereunder, and this Assignment does not contain any

implied covenants to do s0. I1f TSGMC- conducts exploration,

deévelopment, mining, extraction, - processing, or other operations’

on the Property, such opeérations and -activities’ -shall = be
conducted only to the extent and.at such times and locations,

“‘and by or Wi
deems desirable.

... 11.) sSurrender. . TSGMC shall. give PEx at least ninety
(90) .days - prior -notice before terminating; surrendering,

“forfeiting. - abandoning or relinquishing " thé Lease or  ‘the.

. Property or any portion thereof or -interest therein or . before

allowing .TSGMC's interest in the ?Prpperty'o'r ‘any portion thereof

to ‘lapse, .to be terminated. or .to expite. -PEx 'shall ‘have .a
period of sixty (60) days after PEx's receipt of any such notice
to .give ‘TSGMC notice of PEx's decision to. take -an .assignment of
the interest-in. the Lease or in 'the Property’ described -in
TSGMC's notice to PEX. ‘Within fifteen (15) days after TSGMC's
receipt ~of such a notice from PEx. TSGMC shall ‘- execute ~and

.deliver an_ assignment of ‘that interest: in ‘the - Lease or .in the

~Property to PEX, with covenants of warranty against all parties
claiming by, through or under TEGMC. except the United States of
. America and . the State of Nevada, and without, reservation .or
"exception ‘of any nature. ~Total consideration to be paid ‘to
TSGMC . by PEx ‘for such a conveyance shall be Ten Dollars
~($10.00).  The provisions of this Section 11 shall hot apply to
any sale, ‘transfer, assignment or conveyance by “TSGMC ‘of the
Lease. .or the Property or . any portion thereof or interest
therein. : — : : o -

th such methods as TSGMC, in its. sole discretion,




12: lnding Effect. . All _terms -andifépnditiohd of -
this. Assanment shall be bxndlng upon’ and inure to- the benefit
of the Pattxes and their tespectlve successors; and assans.ﬂ o

13.- Notxce All notices, statements,“ payments. or
othér communications between the Parties required, permitted,
made: necessary by the ‘terms of this Assignment shall be wrxtten

..and. shall be addressed to the Party to receive the communication
at the address for that Party specitied .in the initial ‘paragraph
of tnis Assxgnment.A Except as otherwise spec1fically provided
to: ‘the.. contra:y herein, communications: mailed in the manner
ptovxded in this Section 13 shall be deemed mede ana given on
the -date of - mailing. Either of the Parties 'may -change 1its
adaress or -addressee or notice from time to- time by giving
notice of such change to the other Pazty 1n the manne; specitied
"in this Sectlon 13. . )

TONKIN SPRXNGS GOLD HINING COMPANY

Willian W. Re;d P:e§ident

PRECAMBRIAN axpt;ba;\'rxon. inc.

) ‘;/,a | Co
BY' ) / {J/L—-—/‘
' George W. Holbrook, Jt..
— P:e51dent o

e gsEAL)

STATE ox-‘ (Z/mad/’ ey
: ) 88.

counrv oF A kieens )

.- on the gbw day of -December, 1987 .before -me pe:sonally
~appeared - William W. Reid. in his capacity as President of Tonkin
Springs Gold Mining . Company, who, being first -duly . sworn,
acknowledged that he exéecuted the foregeing 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 ot said
entity for the uses and purposes ‘therein stated." :

thness ‘my - hand and official seal.
commission expites- &MMH 1!.!951

Eﬂa}{t‘ ) . /I’LliLI . (’j4¥gh

J . Notary Publéf,
.u»ed.; L : . 5’&7 Do, C
et o ) .

. Bo.a
. %eexnommu

aad =




»g'rx'r'z,'bs'. ‘dz,jrmr,cur‘ T

o = ")
COUNTY OF ’/Z,@:,-eéb )

On the - 2”’» day of Decembet. ‘1987, befote me peraonally:' o

»appea:ed Geo:ge W. Holbrook, Jr.. in rus capacity .as President

T et Precambrian .Exploration, “Inc.. - ‘who, being first duly sworn,

'acknowledqed that -he executed the foregoing 1nsuument ‘in the-
‘hamé “of ‘said entity. that he had the: authonty ‘to "execute the.
“same, ‘and that he. executed the same as. the act and deed of said
-em’.ity for - the uses and pu:poses thetein stated. -

witness my hand and official seal._

—

" My .commission- expites.. . 3- 3!- G,
; ’ . = > . —

Notary Public

BOBK. 70 MSEG 24
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