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THIS DEED AND A3REEMENT ("tms Deed®) is made and -

.entered into effective as "of 12:01 a.m., November 1, 1987 (the
“Effectlve Date") by ‘and. Setween Precambtxan Explorat1on, Inc.,

a Nevada.  corporation (“PZIx"), whose address for _purposes of':‘.

.- notice under this Deed. is to. the attention of Mr. George W.
‘Holbrook, Jr., President, P.O. Box 352, - 450 Post Road East,
Westport, .. Connecticut 06881 and- Silver. ~State | Mining

. Corporation,- a. Colorado corporation (“Silver -State"), whose
. address © for purposes of notice under .this Deed " is. to ‘the

attention.of Mr. William w. 'Reid,. President, 1600 Stout. Sc:eet.'

Suite 1600, Deénver, Colorado 80202. PEx and 511ve: State are

collectively described below as “the Parties".

RECITALS

A. PEx 1s the owner of certain unpatented minlng,'

-laxms located in Eureka County, . Nevada.

B. PEx has aqteed to convey said properties to Silver
State, subject to the reservations, terms and conditicns of this
Deed. . . : : ) : -

NOW, THEREFORE, for ~and in consideration of a certain
-payment from Silver State 1o PEXx, the teceipt of which is hereby
acknowledged by PEx, and of the ‘terms and conditions of this
Deed, the parties ag:ee as set forth he:exn

- 1. - Definitions. For purposes of this Deed, the
following terms shall have the following definitions: )

T . A, “aAffilizte” means any  person, partnership,
joint - venture, ' corporaticn -or other form . of enterprise that
directly or indirectly ccntrols, is controlled. by or is under

_common control with Silver State. -For purposés of the preceding

gentence, “"control" means the ability to determine or direct the -

actions, . decisions, or policies of the entity or person in
question. : e - .

.consideration. received from the arms-length  sale or -other
disposition of gold ans silver bullion produced - from the
Property,  and - received <Irom  the arms-length sale or ‘other
disposition of minerals other than gold and silver which are
produced from the Propertwv. If any such consideration is in a
‘form other than United States dollars, then Gross Revenues shall
be deemed to be equal to the fair market value, expressed in
United States dollars, of that consideration at ithe time it is
-paid.  If ores, concentrates, dore, slag, or other mineral
commodity (other than bulilion) produced from the Property are

delivered in satisfaction of ‘a loan. or. other obliqation of

Please return to:
Randy L. Parcel, Esq.

1801 California, Suite 3€D
'Denver,_Co 80202
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B. "Gross " Revenues® means the total
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{Sllvet State or an Affllxate. ‘Gross Révenues shall: be eq I tof
‘the fair market value, at® the time of dellvery, expressed
tUnited States dollars, of the commodity s6- delivered.  ‘If theﬁ
“commodity .so delivéred 'is bullion; Gross Revenues 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 1sﬁ not a business day. Gross Revenues- shall not
include any. proceeds- from any' loans . to ‘Silver State or- an

- Affiliate.

C. "Net ' Smeltet Returns" means Gtoss Revenues.
less the following costs incurred by silver State with tespect
. to. the "mineral commod1ty from whxch the Gross Revenues arte

‘derived: . .

(i) Costs of :efzning any concent:ate. slag

or -dore, - including but not limited ~to . sampling, -

" assaying, umpiring -and: assaying- costs :elated to the
refining stage of processing:

(i1) . AM  costs . of t:anspbi:ation of
concent:ate. dore ‘and other benef1clated products. from
the Property to the point of sale; :

(iii) severance, productibn or sales taxes
whxch are applxcable to the royalty: and .

(iv) Sales comm1551ons paxd on the share of-
productlon sold. )

) ~D. “Property" means the unpatented m1n1ng claxms’
desctibed on Exhibit A to ‘this Deed.

. : - 2. Conveyance - _and Reservatlon. . PEX hereby eonveys
the Property to Silver: state, RESERVING, HOWEVER, unto ‘PEX a
perpetual independent royalty of two percent (2%) of ‘Net Smelte:

.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 silver - State, its subsidiaries,
Affiliates, -.successors and assigns has ‘equaled Fifty Million
~.‘Dollars ($50,000,000).- Silver State shall have and hold the

Property subject to the reservations, terms and .conditions of-
this Deed. . - . -

3. Representations and Warranties of the'Pa:tigg.

A. PEx's Regresentatlons and Warranties:  PEx

hereby represents and warrants to .Silver State as £ollows. o

: (1) The property is not subject . to any
encumbrances, liens or interests created by, through or pnder
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- PEx, provided, "however, that PEx makes no -other uwat}aﬂ;y;.ff.

express or implied, regarding the status of either .record or
'pqssessaty‘title to the Property; oo

) (2) PEx has received all- necessaty cotpozate
~and shareholdet approvals of this Deed. . PEx.agrees to provide
silvet State with appropriate evidence of such approvals. and

- : (3) . PEx acknowledges that it has -had full
f]-opportunlty to .ask questions of Silver State regarding . the
. Property. and - that silver State’ has answered those questtons to
.~ the. satisfaction of PEx. PEX further acknowleédges that ‘it has
had access - to .the Property and to the personnel 'who have
vinfozmation and knowledge regarding the Property,. including ‘but
not limited to Mr. Brian Hestor of Derty, Michener, Booth &
‘Wall, regarding the ore reserves; and Messrs. Bob Coleman ‘of
Hazen Research- and Tom Plouf and Laurence Mareland of - Hxnptoc‘
(U.5.A.) lnc.. regatdinq metallurgxcal testing. ’

o ’ . B. silver State 8 Representations _and"
warranties. Silver State he:eby represents and warrants to PEX-
. as. follows: e : Do : :

. ! (1) Silver State has tecelved all necessaty
'fco:po:ate and shareholder approvals of this Deed and all actions -
- necessary to implement this Deed. Upon request of PEX, 511vet
’ State shall furnish PEx with coples of such. app:ovals. .

. (2) Silver -State  has furnlshed made
,ava1lab1e to PEx. for PEx's examination -all- factual data in
Silver State°s possession and control relating to the Property.
‘Silver. State also has made available to PEx all . of Silver
State's personnel and consultants who are: knowledgeable about'

: the Ptope:ty. .

(3) silver State is not ‘aware of any losses.
claxms or demands :elat;ng to the Property: and

(4) The Property, together with the Property
sub]ect to that certain Assignment .and Agreement of. even date

- 'between ‘PEx and Tonkin Springs Gold Mining Company ("TSGMC"),
- constitutes all lands owned, leased or otherwise controlled by

Silver State or an Affiliate within the Area of Interest under
‘Article VIII of the Mining Lease dated January S, ;985, between
1PEx and TSGMC.

o 4. Patenting of Property. I1f Silver State applies
for and is ‘granted a mineral patent to: the Property or any
portion thereof, within thirty . (30) days after such patent is-
granted to Silver State, Silver State shall execute, acknowledge
and deliver to PEx such -conveyances as  may be ‘reasonably -

Sa- ki TameEL38




_5negessary or dcsx:aole (in the teasonable opxnion of counsel for

PEX) to. .confirm, preserve, .or .protect. the.toyalty tesetved in -

"_Sectxon 2 above.

L : 5. Statements and Pavments.  On of before Febtuary
'28 and Augqust 31 of each calendar year, Silver State shall
‘furnish - PEx- with a  reasonably detailed, itemized  statcment
eclearly . reflecting = the Gross.  Revenues ‘received ~during the
~pteceding July ‘1 through Decembef 31 ‘and January 1 thtough'June
30 periods, :espectxvely. At ‘suzh time’ as the royalty ‘beging to:

~ ‘become due. and payable pursuant to -the p:ovzsions -0f Séction 2
. above, Silve: State shall make royalty payments to PEx within 30

- ‘days after silver State s recelyt of Net Smelter Returns. Each
; payment shall be accompanxed by a reasonably detaileéd.. itemized
statement ' clearly teflecting the  calculation. of Net Smelter
fnetu:ns upon which the zoyalty payment 1s based.. ’

6. Right to Taxe in ¥ind. PEx shall have. the right

‘to take in kiné 1ts royalty with respect to gold and silver
-produced from minerals mined from the P:operty.»subject to -the
£ollow1ng conditions and lxmitat . oNns: : . \

A. Doze may not be taken in kind 'The product -

‘tzken must be gold or silver bdullion in the final, refined
state; . : N :

B. PEx must notify Silver State on a.quarterly

Qﬁasis, by no later. than thirty ¢30) days prior to the "beginning
of - each calendar -quarter, if FEx elects .to -take iz kind. A

failure by PEx to so elect shall be deemed to be an electlon not3'

‘to take in kxnd'

C. It shall be PEx's tespons1b111ty and expense'~

'-to p1ck up'the bulllon at the: fxcal point of " :eflnxng. and

: D. PEx shall be ent1t1ed to take . in kind only if
'1: has paid Sllver State two percent (2%) of the costs described

.in - Subsections ' 1.C(i)  through 1.C(iv) above,  -plus any other
; _ccsts incurred as a- :esult of PEx's taking in kxnd. : L

. -7. Rudit. PEx shall have .a per1od of one hund:ed
-eighty (180) days after its receipt of each of the -statements
provided for in Section L .of zthis Deed to give Silver State
‘ncrice of any objection by PEx tThereto. 1f PEx fails to.object
to a. pazt;cular statemert within one hundred eight {180) days

after its receipt therecf, the accuracy of such- statement anad

< the amount of any . Gross Reveczues reported ‘“therein 'shall be
conclus1ve with respect to. the Parties. .If PEX ob]ebts to the
accuracy of a particular statemesnt or the amount of the payment

" .transmitted thezewlth within one hundred eighty (180) days after .
-the statement is zecelvedA by PEx, PEx -and- PEx's autho:izedv -
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f:ep esentaclves shall have the rtht to- audlt the relevant books
ané records of Silver State durzn 3 leve: -State's normal

_Jbus ness. hpurSu Any. such audit ‘shaill be made .at the sole
‘exgense of PEx if the audit determin es that the statement or
. payment. in ‘question ‘is "accurate within two percent .(2%). Any

such- audit. shall be made: at the sole expense of quvet State if
the “audit determines’ that the statement or payment in question
“is. inaccurate by ‘more than two- percent (2%). - In e€either case,
the Gross .Revenues flgute or the :oyalty payment in question, . as
" the. case’ may be, .shall be adjusted to reflect . the results of the
audit. . -If-. 11t1gat10n ‘or ‘arbitration: ptoceedans are commenced
and the p:oceedzngs result. “in a  payment adjustment, the
p:evalllnq party shall- be entitled to recover its _reasonable
attorneys fees incurred in such pzoceedlng 1£ the . adJustment is
more: than ‘two percent (2%).

S ‘8.  Indemnification. ~ PEx .. shall - ;ha#e * - no
responsxb111ty or obligation whatsoever  for -direct paymernt -of
any. part of the costs. and expenses or any liabilities. incurred

" in ‘connection with -‘the. entry. exploration, .development, " or

mining of the Property. Silver State agrees  to and  hereby
assumes all 1liability for and  indemnifies, protects, saves, and
holds PEx harmless from and against 'any and all losses, costs,
- expenses, attorneys' fees, claims, ‘dexands, liabilities, suits,
ané actions of every kind’ and character that may. be imposed upon’

- or incurred by PEx on account of, arlsxng dlrectly or indirectly
- +«fram, or. in any way -connected with or related to such.costs,

expenses or llabllltles. -

R 9. - Access to’ Books ~_and . Eecords. . .Subject to the
provisions 'of Section 7. above, PEx and PEx's .authorized -
representatives shall, at its and their .sole risk and expense,
have the right to inspect Silver State's books and’ records to
the extent reasonably necessary to. ver1fy the accuracy’ of the
stazements ':egardxng Gross Revenues and “Net 'Smelter Returns,
~described 'in Section 5 above. : PEx ‘uriderstands- and agrees that
for so long as ‘Silver State owns -any. interest of. any nature
uha_soevet in .any of the -Property and except -as.-may “be reguired
by 1aw, PEx shall ‘retain all technical ‘information obtained by
. or pzovxded to it pursuant to this Deed as strictly confidential
.and will not disclose same- to any third party. without Silver

State's . prior. written consent, which .consent shall not be
withheld unreasonably. : C ’

- ) 10. ‘Operating _Decisions. = The parties acknowledge
that PEx's royalty under this Deed is both an economic interest
in *minerals in “.place and - a perpetual independent - royalty
interest -in and running with the Property.  However, PEx shall
.have no tight to enter, explore, develop, or mine the Property.
PEx. also. shall ~have no right to be .a party to leases,
4§ssignmenis, ‘farmouts, joint operating agreements, .or similar
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iznstruments Ulth tespect to the Ptoperty unless such inscruments

.. provide fot pool1nq or unitization of the- Proporty with any f'
" other” Yands or for the commingling of minerals mined from .the

Propetty with ‘minerals mined from any. othet lands..- All such

>. agreements . 6r 1instruments shall -recite- specxfxcally that the

transactions reflected therein are’ subject to the royalty under
this. Deed and "all terms and conditions of this Deed, and PEX
: shall .be” a. necessary party to any ag:eement or. ‘instrument -
b uhatsoever that provides - for ‘or purports .to cauthorize any

.pooling or’ unltxzatxon of the Property. with any other: lands otf"'

which provides for .ot purports to authorize comm1nqllnq of.
minerals m1ned from the Property with minerals from any. other
lands. PEx .agrees that it shall not withhold unreasonably its
approval of any such instruments. Silver State shall have no.
obligatxon ‘to  'begin or pzosecute “mining,- development., or
:p:ocessxng operatlons on the Property, nor to mine and remove
all or any portion of the minerals theréin, “‘thereon., ot
thereundér, and this Deed does. not contain any implied covenants
to -do so. 'If Silver State conducts exploration, development, .
mining. extraction, processing, or other operations. on the
Propezty. such operations and activities shall be' conducted only
to the extent and at such times and locations,: and by. or with
such- methods  as Silver State, 1n its sole dtsc:etlon. deems

’ -de51rab1e.

: : 11. sarrender. silver State shall give  PEx at least
ninety (90) days prior notice before su:tenderlng,Jfoxfeiting.
abandonxng or. rellnqulsh1ng the Property of any portion thereof
or ‘interest therein or before allowing Silver State's. interest
in the Ptoperty or any -portion thereof to lapse., . to be
forfeited, or to exp1:e. PEx shall have ‘a petiod of sixty (60)
days .after PEx's receipt of any such notice  to give Silver State
".notice of PEx's decision to takea a reconveyance . of the interest

in “the Property described in Silver. 'State's .notice to  PEX.
Within fifteen (15) days after Silver State's zecexpt of such a

notice .from PEx, Silver  State shall .execute and dellver a’

conveyance “of -that interest in ‘the" P:operty “to 'PEx.  with
covenants .of warranty against all: parties. c1a1m1ng by. through
or under Silver State except the United States of "America.and

the State of. Nevada, and without reservation or exceptlon of any -

nature.  Total consideration to ‘be paid to Silver State by PEX
for such . a  conveyance shall be Ten Dollars “($10.00). The

provisions ‘of - this Sectiom 11 shall not apply to any sale,

transfer, ass1gnment or conveyance by : Silver State.. of the.
P:ope:ty o: any portlon theteof or interest therein. B

12, Binding Effect. All terms and conditlons of
this' Deed shall be binding upon and ‘inure to, the beneflt of the
Parties and thelr respective successors and assxgns.

13. Notice. All notices. statements. payments, or
other communications between the Parties :equ1ted permitted, or
made: ngcessazy by the terms of this Deed shall" be written and -

A o . : |;-‘T"’
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'ﬁshal\ be add:essed to the Party to tecelve the communlcation at
-the - address for that Party specified. in the initial pa:ag:aph -of
.this. Deed.  Except .as . otherwise specificdlly provided . the
" contrary heérein. communications mailed . in the manneg p:ovxded in
this’ section 13 shall be deemed made and given ‘on the date of.

“mailing. Ezthe: of the Parties may -change us ‘address of.

A,addtessee o: notice from time to time by ng;nq notice of such
- - change _to: the‘othe: Party in the mannezrspeclfied in . tlus
Secnon 13. . )

SILVER. STATE HJNING»CORPORKTIONI

. (seaL} = R By: /X ; \.
: T William W. Reid, President

PRECAMBRIAN EXPLORATION. INC.

{SEAL) . - By: < ' =
S : . George w. Holbrook, J:..jv
- President :

STATE OF ( mdg‘ )
) ssr

counrv OF f;(fl,q,‘,, S |

son” the‘?ﬂ day of Decembe:. 1987. before me’ pe:sonally
appeazed William W. Reid, in his capacity‘as President of Silver
State’ Mining Corporation, who, being ° first - duly sworn.
acknowledged that he executed 'the fo:egoxng instrument in the
name- of ‘said- entlty._that he had the authority to execute -the
. . same, -and that he exectted the same as the act and déeed of said
”-entxty to: .the uses and putposes thereln stated. -

thness ‘my hand and official seal.
|ncuu-=nn!n-lk~1lilﬂ

50«9?

.My commxssxonAexp1tes.

(.,
Notary Pub)ic

FR7 o

T - BOUK| z’oPAs_edz_.z‘



" STATE OF ,azoua:rfac;z' )3

RS ,,)‘ssf
COUNTY ox-‘_ 7&;.@; el SN

~On the ‘ﬁtt day of becembef. 1987, Sefo:e me]petsdnaliy'

appeared George ‘W. Holbrook, Jr.¥ in .his capacity as- President

of Precambfian Explotation, Inc.. who. being first duly sworn, '

N acknowledged that ‘he executed ‘the- foregoing instrument in ' the

name .of said entity, that he had’ ‘the authot1ty to execute the

. same,. and that he executed the same as the act and deed of said
twentlty {o: the uses and pu:poses therexn stated.

Hitness my hand and oiticial seal . oo

.Hy commisg@on~explres: P 31'-q;i‘- DN

Notary Public

;?_ .,‘ 7 : : 8- f; “ﬂl70ﬂ““h3ﬁ
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