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(Rock Creek - Eureka County)

Made by and between Western States Minerals Corporation, a Utah corporation and
Western States Royalty Corporation, a Delaware corporation.

Dated May f Z , 2006.
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Recording Requested by:

Western States Royalty Corporation

WHEN RECORDED MAIL TO:

Erwin & Thompson LLP

One East Liberty, Suite 2424
Reno, NV 89504

Attention: Thomas P. Erwin, Esq.

Space Above This Line For Recorder’s Use

ROYALTY DEED
(ROCK CREEK - EUREKA COUNTY)

THIS ROYALTY DEED (“Royalty Deed”) 1s made and entered into effective the 27th
day of June, 2005, by and between WESTERN STATES MINERALS CORPORATION, a Utah
corporation, whose address is 1658 Cole Boulevard, Building No. 6, Suite 210, Lakewood,
Colorado 80401 (“WSMC”) and WESTERN STATES ROYALTY CORPORATION, a
Delaware corporation, whose address is 1658 Cole Boulevard, Building No. 6, Suite 210,
Lakewood, Colorado 80401 (“WSRC™).

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, WSMC does hereby sell, assign and convey unto WSRC, its successors and
assigns forever, a non-participating, non-executive production royalty (the “Production
Royalty”) as set forth in Exhibit B attached hereto and incorporated herein by reference, of three
percent of the Net Smelter Returns from any and all metalliferous minerals (including without
limitation gold, silver, copper, lead, zinc, nickel, molybdenum, mercury, platinum, palladium and
other platinum-group minerals, uranium, vanadium, fin and tungsten), including by-products and
co-products thereof (collectively, “Valuable Minerals”), produced and sold from those
unpatented mining claims situated in Eureka County, Nevada, as more particularly described in
of Exhibit A attached hereto and incorporated herein by reference (the “Property”). Net
Smelter Returns are defined as set forth in Exhibit B, and the terms of payment of the
Production Royalty and other agreements of the parties pertaining to the Production Royalty are
also set forth in Exhibit B. To the extent there are (i) existing production royalties or
(i1) production royalties or other fees based on production payable in the future to the United
States Government burdening the production and sale of Valuable Minerals from the Property,
the percentage of Net Smelter Returns to which WSRC is entitled shall be decreased by the
amount of such net smelter returns or other production royalties or fees encumbering the
production of Valuable Minerals from all or any portion of the Property (and where any such
production royalties or fees are not based on a percentage of net smelter returns, WSMC may
designate to WSRC the percentage of Net Smelter Returns such royalties or fees will be deemed
equivalent to, such designation to be binding upon the parties so long as it is made by WSMC in
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good faith), although WSRC’s interest in Net Smelter Returns shall never be less than one
- percent (1%). By way of example (but not limitation), if there were an existing production
royalty of 1.5% of net smelter returns on the production of Valuable Minerals from the Property,
the Production Royalty would be reduced to 1.5% of Net Smelter Returns; if there were an
existing production royalty of 4% of net smelter returns on the production of Valuable Minerals
from the Property, the Production Royalty would be reduced to 1% of Net Smelter Returns. The
parties intend that the Production Royalty granted to WSRC in this Royalty Deed shall be a
covenant running with the Property, and the parties agree that any conveyance by WSMC, its
successors and assigns, of all or any portion of the Property or their interest therein shall not be
effective unless it includes an express covenant by the transferee to recognize and pay the
Production Royalty.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

BOOKY 37 PAGE2 20 2



(MR, s 28

0242703 Page: 4 Of 11 06/07/2006

IN WITNESS WHEREOF, the parties have executed this Royalty Deed as of the date
first set forth above.

WESTERN STATES MINERALS
CORPORATION, a Utah corporation

tephen D. Alfers, Presydent

WESTERN STATES ROYALTY
CORPORATION, a Delaware corporation

By [ o M S
Stephen D. Alfi{s, President

BOOKL 37 PAGER 2 | 3
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STATE OF COLORADO
CITY AND
COUNTY OF DENVER

§S.

The foregoing instrument was acknowledged before me on this 27" day of June, 2005, by
Stephen D. Alfers as President of Western States Minerals Corporation, a Utah corporation.

Witness my hand and official seal.

/‘{[:}/ 4 "l/l/h;/ AnL/LLLl//L— /éz.@‘uq_/

No\fary Public

My Commission expires:

Lo~ (07

[SEAL]

STATE OF COLORADO
CITY AND
COUNTY OF DENVER

§S.

b g

The foregoing instrument was acknowledged before me on this 27" day of June, 2005, by
Stephen D. Alfers as President of Western States Royalty Corporation, a Delaware corporation.

Witness my hand and official seal.

{%(,ﬂmww AL n01dr - /F]U,é‘i.n/
Notary Public

My Commission expires:

b7
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Exhibit A

The Unpatented Claims

The following unpatented lode mining claims located in Township 34 North, Range 48
East, and Township 35 North, Range 48 East, Eureka County, Nevada, the Location Certificates
for which are of record in the Eureka County Recorder’s office and the Nevada State Office of
the Bureau of Land Management as follows:

EUREKA COUNTY
Claim Name Book Page BLM Serial #
ROGER #2 139 515 351520
ROGER #4 139 516 351521
ROGER #6 139 517 351522
ROGER #8 139 518 351523
ROGER #10 139 519 351524
ROGER #12 139 520 351525
ROGER #14 139 521 351526
ROGER #16 139 522 351527
ROGER #18 139 523 351528
ROGER #25 139 524 351529
ROGER #26 139 525 351530
ROGER #27 139 526 351531
ROGER #28 139 527 351532
ROGER #29 139 528 351533
ROGER #30 139 529 351534
ROGER #31 139 530 351535
ROGER #32 139 531 351536
ROGER #33 139 532 351537
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EUREKA COUNTY
Claim Name Book Page BLM Serial #
ROGER #34 139 533 351538
ROGER #35 139 534 351539
ROGER #36 139 535 351540
ROGER #37 139 536 351541
ROGER #38 139 537 351542
ROGER #39 139 338 351543
ROGER #40 139 339 351544
ROGER #41 139 540 351545
ROGER #42 139 541 351546
RKS 1 206 582 584137
RKS 2 206 583 584138
RKS 3 206 584 584139
RKS 4 206 585 584140
RKS 5 206 586 584141
RKS 6 206 587 584142
RKS 7 206 588 584143
RKS 8 206 389 584144
RKS 9 206 590 584145
RKS 10 206 591 584146
RKS 11 206 592 584147
RKS 12 206 593 584148
RKS 13 206 594 584149
RKS 14 206 595 584150
RKS 15 206 596 584151
RKS 16 206 597 584152
RKS 17 206 598 584153
RKS 18 206 599 584154
RKS 19 206 600 584155
RKS 20 207 1 584156
RKS 21 207 2 584157
RKS 22 207 3 584158
RKS 23 207 4 584159
RKS 24 207 5 584160
RKS 25 207 6 584161
RKS 26 207 7 584162
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EUREKA COUNTY
Claim Name Book Page BLM Serial #
RKS 27 207 8 584163
RKS 28 207 9 584164
RKS 29 207 10 584165
RKS 30 207 11 584166
RKS 31 207 12 584167
RKS 32 207 13 584168
RKS 33 207 14 584169
RKS 34 207 15 584170
RKS 35 207 16 584171
RKS 36 207 17 584172
Total: 63
EUREKA COUNTY
Claim Name Book Page BLM Serial #
Roger #3
Eureka 402 198 886811
Lander 537 291
Roger #11
Eureka 402 200 886813
Lander 537 292
Roger #13
Eureka 402 201 886814
Lander 537 293
Roger #15
Eureka 402 202 886815
Lander 537 294
Roger #17
Eureka 402 203 886816
Lander 537 295
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Exhibit B

NET SMELTER RETURNS ROYALTY

1. “Net Smelter Returns” shall mean the actual proceeds of sale received by WSMC
from the sale of ore, ore concentrates, bullion or other products mined, produced, and sold from
the Property from a smelter, refinery or other ore buyer, after the deduction of smelter and/or
refining charges, ore or bullion treatment charges, penalties and any and all charges made by the
purchaser of ore, bullion, or concentrates, less (i) any and all transportation, insurance and
security costs which may be incurred in connection with the transportation of gold and/or silver
ore, ore concentrates, bullion or other ore products from the point of last processing by WSMC,
and costs of weighing, sampling, determining moisture content and packaging such material;
(ii) all umpire charges and any taxes, except income taxes and Nevada net proceeds of mines
taxes, imposed on production or severance of ore or ore concentrates; and (iii) any production
royalties or other fees (whether now payable or enacted or adopted in the future) based on
production and payable to any governmental agency. For purposes of calculating Net Smelter
Returns in the event WSMC elects not to sell any portion of any gold or silver derived from the
Property as set forth in the preceding sentence, but instead elects to have the final product of any
such gold or silver credited to or held for its account with any smelter, refiner or broker for
marketing and hedging purposes, such gold or silver shall be deemed to have been sold at the
Quoted Price (as defined below) on the day such gold or silver is actually credited to or placed in
WSMC'’s account.  For gold, the term “Quoted Price” shall mean the price per ounce of gold as
quoted on the London P.M. gold fixing (or A:M. fixing if there is no P.M. fixing on that day) as
published in the Financial Times (or any mutually agreeable substitute source if the information
is not available from the Financial Times), on the date of final settlement from the smelter,
refinery or other buyer of the gold on which the Production Royalty is to be paid. For silver, the
term “Quoted Price” shall mean the price per ounce of silver as quoted on the London fixing for
silver as published in the Financial Times (or any mutually agreeable substitute source if the
information is not available from the Financial Times on the date of final settlement from the
smelter, refinery or other buyer of silver on which the Production Royalty is to be paid.

2. Production Royalty payments shall be paid by WSMC to WSRC on a calendar
quarterly basis on or before the thirtieth (30th) day following the quarterly period during which
each such payment is accrued to WSRC’s account. Reserved Royalties shall accrue to WSRC’s
account upon final settlement and final payment by the smelter, refinery or other ore buyer to
WSMC for the Valuable Minerals sold and for which the Production Royalty is payable. All
Production Royalty payments shall be by WSMC’s check. All Production Royalty payments
shall be accompanied by a statement and settlement sheet showing the quantities and grades of
metals, ores, minerals, or materials mined and sold from the Property, proceeds of sale, costs,
assays and analyses, and other pertinent information in sufficient detail to explain the calculation
of the Production Royalty payment. Payments by WSMC to WSRC in accordance herewith
shall discharge fully WSMC'’s obligation with respect to such payments and WSMC shall have
no duty to apportion or allocate any payment due to WSRC, its successors or assigns.
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3, WSRC, at its sole election and expense, shall have the right to procure, not more
frequently than once annually following the close of each calendar year, an audit of WSMC’s
accounts relating to payment of the Production Royalty hereunder, conducted by WSRC or by
any certified public accountant or other consultant selected by WSRC. All Production Royalty
payments made in any calendar year shall be considered final and in full satisfaction of all
obligations of WSMC with respect thereto, unless WSRC gives written notice describing and
setting forth a specific objection to the calculation thereof within six (6) months following the
close of that calendar year. WSMC shall account for any agreed upon deficit or excess in the
payment made to WSRC by adjusting the next quarterly statement following completion of such
audit to account for such deficit or excess.

4. The parties acknowledge and agree that WSMC shall have the exclusive right to
market and sell to third parties Valuable Minerals produced from the Property in-any manner it
chooses, including without limitation the forward sale of Valuable Minerals on the commodity
market and the repayment of gold loans. WSRC shall have absolutely no right to participate or
obligation to share whatsoever in any price protection or hedging activities of WSMC, including
any sales of Valuable Minerals derived from the Property by WSMC on the commodity market
or otherwise, or in any profits received or losses suffered by WSMC as a result of such
marketing or hedging activities.

5. WSMC shall have the right of mixing or commingling, either underground, at the
surface, or at processing plants or-other treatment facilities, any material containing Valuable
Minerals mined or extracted from the Property with any similar substances derived from other
lands or properties, provided that the commingling is accomplished only after the material has
been fairly and accurately weighed and sampled.

6. Any determination of weight, volume, moisture content, amenability, or pay metal
or mineral content, and any sampling and analysis by WSMC, shall be binding upon WSRC if
made in accordance with sound mining and metallurgical practices and standard sampling and
analysis procedures prevailing in the mining and milling industry.

7. All determinations with respect to; (a) whether ore will be beneficiated,
processed or milled by WSMC 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
WSMC in its sole and absolute discretion.

8. The ore, mine waters, leachates, pregnant liquors, pregnant slurries, and other
products or compounds of metals or minerals derived from the Property shall be the property of
WSMC burdened by the obligation to pay the Production Royalty. WSMC shall not be liable for
mineral values lost in mining or processing if such mining or processing is consistent with sound
mining and metallurgical engineering practices. The Production Royalty shall be payable only
on metals, ores, or minerals recovered prior to the time waste rock, spoil, tailings, or other mine
waste and residue are first disposed of as such, and such waste and residue shall be the sole
property of WSMC. WSMC shall have the sole right to dump, deposit, sell, dispose of, or
reprocess such waste rock, spoil, tailings, or other mine wastes and residues, and WSRC shall
have no claim or interest therein or in or to proceeds or mineral values recovered therefrom,
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provided that any actual sales of such materials shall be burdened by the obligation to pay the
Production Royalty. '

9. WSMC shall have the sole and exclusive control of all operations on or for the
benefit of the Property, and of any and all equipment, supplies, machinery, and other assets
purchased or otherwise acquired or under its control in connection with such operations. WSMC
may carry out such operations on the Property as it may, in its sole discretion, determine to be
warranted, so long as such operations are conducted in accordance with procedures acceptable in
the mining and metallurgical industry. The timing, nature, manner and extent of any exploration,
development, mining or processing operations carried out or in connection with the Property
shall be within the sole discretion of WSMC, and there shall be no implied covenant whatsoever
to begin or continue any such operations. If WSMC at any time, and from time to time after
commencing operations, desires to shut down, suspend or cease operations for any reason, it
shall have the right to do so. WSMC may use and employ such methods of mining as it may
desire or find most profitable. WSMC shall not be required to mine, preserve, or protectin its
mining operations any ores, leachates, precipitates, concentrates or other products containing
Valuable Minerals which cannot be mined or shipped at a reasonable profit to WSMC. Any
decision as to the time, manner and form, if any, in which ores or other products containing
Valuable Minerals are to be sold shall be made by WSMC in its sole discretion.

10. The parties agree that in no event shall WSMC have any duty or obligation,
express or implied, to explore for, develop, mine or produce ores, minerals or mineral substances
from the Property, and the timing, manner, method and amounts of such exploration,
development, mining or production, if any, shall be in the sole discretion of WSMC. WSRC
acknowledges that any expenditures made by WSMC to advance activities on the Property and
the right to the Production Royalty are sufficient consideration for the conveyance of the
Valuable Minerals. None of the provisions of this paragraph 10 or any other provision of this
Exhibit B shall be deemed to limit or restrict WSMC’s ability to sell or otherwise convey or
transfer to any third party all or any portion of WSMC’s interest in the Property.

1. WSRC shall have only a royalty interest in the Property (but no other properties
adjacent to or in the vicinity of the Property) and rights and incidents of ownership of a non-
executive royalty owner. WSRC shall not have any possessory or working interest in the
Property nor any of the incidents of such interest. By way of example but not by way of
limitation, WSRC shall not have (a) the right to participate in the execution of applications for
authorities, permits or licenses, mining leases, option, farm-outs or other conveyances, (b) the
right to share in bonus payments or rental payments received as the consideration for the
execution of such leases, options, farm-outs, or other conveyances, or (c) the right to enter upon
the Property and prospect for, mine, drill for, or remove Valuable Minerals therefrom.
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