Lincoln County

AGREEMENT dated January-%ng1975 entered into by and
between B F MINERALS CORPORATION, a Texas corporation,
{herein called "B F Minerals"), ARABIAN SHIELD DEVELOPMENT
COMPANY, a Texas corporation, (herein called "Arabian Shielad"),
and ELY VALLEY MINES, INC., a Nevada corporation, (herein

called "Ely Valley"),

RECITALS :

I.
Ely Valley and Arabian Shield have heretofore enter$§ H*a
: o
inte Lease Agreement dated the I§1 day of }a,?? f\

copy of which is attached hereto as Exhibit "A" {herein

called the "Base Lease").

11.

B F Minerals and Arakian Shield have heretofore entered
into a Letter Agreement dated Octeober 31, 1974 pursuant to
which B F Minerals has made a gecphysical study and evalua-
tion of the zrea covered by the Base Lease, such area being
herein referred to as the Pioche area.

III;

The parties hereto desire to enter into a fermal agree-
ment providing for certain amendments to the Base Lease,
continued exploration by B F Minerals of the Pioche area,
and the assignment to B F Minerals of certain rights in the
Base Lease upon completion of such additional exploration.

NOW THEREFORE, it is agreed by and between the'parties
hereto as follows:

1. Ely Valley and Arabian Shield hereby agree to
execute and place of record promptly after the
execution of this Agreement, amendments to the
Bage Lease providing (i) that the term of the

Base Lease shall be for a period of twenty-five
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drilling on such portion of the Pioche area as it
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(25) years from the date of szaid lease and so long
thereafter as minerals are being extracted in
commercial guantities from the lands covered
thereby, (ii) for a more specific description of
the properties covered thereby including the
claims and rights set forth in Exhibit "Bi at-
tached hereto, the mill, mine and mill eguipment
and mine and mill improvements being leased, (iii)
that Lessee may remove all improvements placed by
Lessee on the leased premises in connection with
its operations, including fixtures, except those
the removal of which would substantially damage
the land and (iv) for free assignability of its
interest by the Lessee.

In consideration of the preliminary gecphysical
study and evaluation made by B F Minerals and the
stbmission of the results of said study te Arabian
Shield concurrently with the execution of this
Agreement by all parties, Arabian Shield does
hereby give and grant to B F Minerals an option
from the date hereof to ninety (90) days aftar the
date of the delivery of the opinion of cbunsel

provided for in paragraph 10, to commence core.

deems advisable.

B F Minerals agrees that if within said option
period it commences such core drilling program, it
will expend in connection with said core drilling
program and/or other exploration activities, the
sum of §$120,000 prior to the expiration of twelve

(12) months from the end of said option period.
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Notwithstanding any other provision contained
herein, B F Minerals shall have therright to
discontinue any and all operations provided for in
Paragraph 3, and upon receipt by Arabian Shield of
its intention to discontinue and the submission of
all studies, data and information of evary kind
and character cbtained by B F-Minerals in connec-
tion with its operations in the Pioche area,
Arabian Shield agrees teo assign to B F Minerals a
royalty of one percent (1%) of all net smelter
returns with respect to.all minerals produced
pﬁrsuant to the Base Lease.

If B F Minerals complies with the provisions of
Paragraph 3, Arabian Shield agrees to execute and
deliver t¢ B F Minerals or its nominees, an assign=-
ment of an undivided fifty percent (50%) interest
in the Base Lease and all rights appurtenant
thereto.

Upon the execution and delivery of the assignment
provided for in paragraph 5 above, B F Minerals
and Arabian Shield agree to enter into an Operat-.
ing Agreement providing for the continued explora-
tion, development and mining of the properties
covered by the Base Lease in which B F Minerals
will be designated as Operator and which will
provide in addition to the standard claﬁses, an
obligation on the part of B F Minerals to submit
promptly a budget for further exploration, devel-
opment and expleitation of any ore bodies on a
long-range basis. Said Operating Agreement shall

further provide that in the event Arabian Shield
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does not elect to participate with B F Minerals in
such long-range proéram within forty-five (45)
days after such submittal, it will assign to B F-
Minerals its remaining fifty percent (50%) interest
in the Base Lease reserving as a reoyalty two and
one-half percent (2-1/2%) of net smelter returns;
convertible to a twenty-five percent (25%) cperat-
ing interest when and if B F Minerals shall have
recouped out of production of minerals, all of its
actual expenditures in connection with said pro-
posed program {excluding depletion, depreciation
and other non-cash charges).

It is expressly understood that the royalties
payable to Ely Valley pursuant to the Base Lease,
as amended, will be borne by the owners of the
leasehold interest in propertion to their interest
in the lease, and further that the centingent two
and one-half percent (2-1/2%) royalty to Arabian
8hield and the contingent one percent (1%) royalty
to B F Minerals shall be in addition to royalties
payable to Ely Valley.

It is understood and agreed that all operations to
be carried on pursuant to this Agreement will he
done in accordance with accepted geclogical and
geophysical standards and in accordance with good
and standard mining practices.

Ely Valley and Arabian Shield represent and cove-
nant that the Base Lease is in full‘force and
effect and will continue in full force and effect
when amended. Arabian Shield represents that it
has good title to the Base Lease and will have

good title thereto, when amended, and that its
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interest therein is free and e¢lear of all liens
and encumbrances. El- Valley further represents
‘that it has good title to the claims, leases and
minerals as set forth in Exhibit "B" attached
hereto, that the same are in full force and effect,
and that all obligations in connection therewith
have been performed, and that they are free and
clear of all liens and encumbrances other than the
Base Lease.

10. Arabian Shield hereby agrees that within thirty
(30} days from the date hereeof, it will obtain and
deliver to B F Minerals an opinion by counsel
satisfactory to B F Minerals confirming the repre-
sentations-made in Paragraph 9 above,

EXECUTED the year and cday first above written.

B F MINERALS CORPORATI

BY%.-'

7 /.t.-r_}‘-_'-

ARABIAN SHIELD DEVELOPMENT COMPANY

By L 5:v;ﬁﬂiw~

ELY YALLEY MINES, INC.

By (Ko . MOLW{W %Q@p

o
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day cof January, 1975.
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STATE OF TEXAS )
) ss.
COUNTY OF DALLAS )

On January oZ'Qf, 19 sonally a ared before me, a
Notary Public, . e 0, . of B F
MINERALS CORPO ION, who acknowledged that he executed the

. above instrument.

. GIVEN UNDER MY HAND AND SEAL OF OFFICE, ig the o214i
day of January, 1975.

- L
et

Notary Public in and f Dallas
County, Texa

STATE OF TEXAS }

) ss.
COUNTY OF DALLAS )

On Januvary /aj, 75 sonally peared before me, a
Notary Public, & , : of ARABIAN
SBIELD DEVELOPMEXT COMPANY, whe acknowledged that he executed
the above instrument.

the OZ[Qf

GIVEN UNDER MY HAND AND SEAL OF OFFICE,

@

.'5 Notary Publie in and f allas
- County, Texds

STATE OF MRRYLAMD )

)} Bs,
COUNTY OF Montho meey)

on January - 307L, 1975 personal%y appeared before me, a
Notary Public, [Ee B Lawis. | WV y of ELY VALLEY
MINES, INC., whe acknowledged that he executed the above instru-
ment.

EAL OF OFFICE, this the JoTL

Lol =

GIVEN UNDER MY HAND AND
day ef January, 1975.

MY COMMISSION EXPIRES JULY I, 1978
County, MARYLALY
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LEASE OF NIN]NE PROPERTY v
ppV ng‘c’

THIS AGREEMENT, made this [sT~ cﬁ:oof ﬂ#___./ﬂ, by and betwaan
ELY VALLEY MINES, INC., 2 Navada corporation, hereinafter callad "LE5SS0R,'" gnd
ARABIAN SHIELD DEVELOPMENT COMPANY, a Toxas corporation, herelnafter celled 'LESSEE ¢

WITNESSETH:

WHEREAS, LESS0R owns certaln minlng proparty andaquipment Including an
undivided ona-halF interest in cartain rea) property on which thare Is & mit]
building containing various fixtures and aqulpment; and

WHEREAS, LESSEE desires to lease, to enter upon, explore, develop and
produce minerals and mil| the Sare;

NOW, THEREFORE, T IS AGREED by and batwesn the parties hereto that the
said LESSOR, for the sum of TEN DOLLARS ($10.00). roceipt of which is heraby
acknowledged, and for the further considaration of the mutual promises made harain,
grants to the LESSEE 3 ieass for & period of twenty-five (25) ysars from date here-
of on all of its properties in the Plochs Arsa, Loncoln County, Navads.

Sald leass shall be upon the following terms and conditions:

I, LESSEE shall have the right to antar upon and take possassion of
said property, to axplore for, develop and produce ores thersfrom immadiataly
upon the sxacutlon of this lease by sach of the parties hareto,

2, LESSEE agrees to pay to LESSOR, on al) ore extrscted from ths above
properties:

Tan Parcent (10%) of all orss or concentrates produced

from sald properties and shipped to a snelter, bosed on the

nat smeliter returns after smelter charges and freight cost

On concehtrates have been deducted, or

Ten Parcent (10%) on all metals produced from sald
properties and shipped te the Unlred States Mint, based on
Hint recaipts,

Atso ONE DOLLAR ($1.00) per ton on al! ores milled as

"custom ores'' defined as oras produced slsewhore if millad

or benefited or treated in the Pioche HI11, axcapt If such

ores are. from properties of Ely Valley Mines, Inc., Lessor

is to be paid THIRTY-FIVE CENTS (5.35) per tom,

3. Commencing on the execution of the Leass Agreanant, LESSEE

shall also pay to the LESSOR a - payment per month of not less than $1000,
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and continuing thereafter on the 1st day of esach month during the term of this
leass,

4, LESSEE apress that the minimum work on said propertias to be done
by him Includes any assessment work necessary to be done, and such other work as
presented to the Board of Diractors in tha Plan of Operations to be submitted
asch six months, Such work shall be carrled out with dus diflgence, LESSEE
further agrees to complate required assessment work on unpatentad claims and
to flle proper notices ragarding same nc later than June | for sach fiscal
assssanant year,

5. It Is further understood and agreed batwean the parties hareto
that this agresment is subject to the following limitations and conditions:

A. Ail payments mads under this agresment shall bs mads to the place
dosignated by the President or other suthorlzed representative of LESS50R, zuch
desTgnation ta be in writing.

8. The LESSEE shall kesp good and sufficient books and records relative
to material saleas, and such books and records shall ba avellsble to inspection by
LESSOR ﬁr its accredited agents upon any working day during the proper working
hours. This right to inspect such records is for the purposa of proof of proper
principal payments under tis contract only. LESSZE Is to provide LESSOR with
copy of original Settlement Sheets on all ore or concantrates sent to the smel!ter
or other purchassrs.

C. LESSOR wil) provide LESSEE with all engineering and cperational data
svailable, LESSOR will bs furnished with copias of all maps, reports and oparational
and sngineering data from LESSEE'S oparations in the event this lease is tarminated
and the propertiss should ravert to LESSOR; and in any svent LESS0R shall be entitlod
to such maps, reports and operationsl and engineering data at the expiration hereof,

D. LESSEE further agrees to pay all state and country taxss, including
bullion taxes, if any, that may be lavied or sssessad agalnst sald property after
the date of this agresment, -

E. Effectiva ss of the dete of exacution hereof, LESSEE agrees to rafrain
from creating, porulttiﬁg or atherwise allowing any ancumbrances of any nature what-
sosver {except as hersin provld-d)”;hrlng the life of this Agreemant, and to save
the LESS0R harmless and frae from any Viablllty or responsibility for any damage or

"InjJuriss to persons or property that might occur In the oparation of said mine or
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mill premises, LESSEE agrees to malataln gensral liability insurance in an
amount scceptable to LESSOR, LESSEE also agrees to walntain fire insurance on
surface building ;Vnd Installations In an amount sufficlent to cover the replace~
ment thersof,

F. LESSEE further agreas (o at all times during the i1ife of tiis
Agreemont, post and keep posted in a conspicious place or places on said minlng
proparties and miil, notices in writing, reading to the effect that the work of
development and mining on said premises, and any tmprovaments thereon, are being
done wholly and solely at the sxpense of said LESSEE, and stating that sald LESSOR
will not be responsible for any Indsbtadness for labor, material, or other claims
or obligations of whatever nature created or incurrsd by the said LESSEE in
cennectfon with the work and opsration of sald mining properties or mill; copy
of sald postad notics to be recorded 1f provided by law.

€. LESSEE agreas to comply with afl federal, state, or local laws or
regulations appartalining to mining and the anployment of Jaber and industrial
compansation thersof, and to do any necessary annual assassment work that may be
required on the property during the !1fe of this Agreemant, A tlzely notice of
the completion of tald assassment work and ths filing of notlee of the sam as
required by law, shall be made by the LESSEE,

H. 1t Is understood and agreed that all written notlces provided Tor
in this Agresmsnt to be served upon the respective parties hereto shall be depos [ tad
In the United States Mail, postege prepald, and addressed to the said parties at
their respective addrasses,

1. LESSOR agrees to Include within the terms and conditicns of this
Agreament, any and &)} water rights they may possess that sre required for tha
proper opsration of the mines and mill,

Jd.  This Agreement shall sxtend to, bind and be enforceable against the
helrs, sxecutors, adminfstrators, and sssigns of the respective parties hereto;
provided, howsver, that this paragraph shall not be construed to be a consent to
the assignment of this Agresment.

K., LESSEE agress to maintain the property in as good ¢ condlition gs
taken at the date of the executlon hareof, reascnable wasr and tear sxcepted.
Hining and mitHing operations wil) be carried on by compstent anginecrs, mechanics,
and milimen, 'Tho LESSEE shall oparate the demlsed properties and equipment In a
customary and proper manner, and keep all machinary and equipment in Flrst class

working cond!tion,
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L. LESSEE understands that LESSOR'S properties may be involved in
Hitigation st the time of the execution harsof; nevartheless, LESSOR shall,

at [ts sxpense, defend its titles gnd its right to enter into this Lease Agres-
ment shoutd the validity or lagafity of alther bo assailed. Upon its failure or
refusal to do so, howsvar, for whatever reason, LESSEE shall hava the right to
undertaks any necasswr defenss In support of LESSO0R'S titles and/or right to
sntar Into this lease; provided, howsver, that as a condition pr;codant to LESSEE'S
action hereunder, it shall provide a minimum of tan (10} days prior written notice
of Its intention so to do, and LESSOR shall have the right, during sald notice
period, to undertake tha actlon or dafenss In lleu of the LESSEE. The cost of
any defensa or action assumad by LESSEE pursuant to the tarms of thls paragraph
shal! be charged against and deducted from any royalties or paymants dus LESSOR
hersundar,

M, Tima fs of the sgsence of this Agreement, and should said LESSEE
fail, neglect or refuse to Ffulfll) or comply with any of the terms, covenants or
conditions In this Agresment provided for, and for a poriod af thirty (30) days
after written notice of sald default has been glven to LESSEE by LESSOR as hareln
providad for, and LESSEE shall continue said fallure of performance, this contract
shall bacome null and void and of no further force and effect, and al) payments
made heraunder shall be retained by the LESSOR as |lguidated dameges For tha use
“and occupance of said premises, and as full considaration for which this Agreement

s executed, and the LESSEE shall forthwith deliver up to the LESSOR the peaceabls
possession of sald premises and svary part thersof,

H. It I's further undsrstood and agresd that In the svent of the forfeit-
ura, cancellation or surrendar of thls Agreement as hersinaftar mentionsd, or UPOn
its natural expiration, all improvements qado In or abeut the said proparty by the
LESSEE and affixed to.the realty of the seme, shall remain the property of the
LESSOR; but ali persons! property such as machinery, tools, automoblilas, trucks
or portable equipment purchased by LESSEE, chal) be removed therefrom by the
LESSEE within sixty (60) days From the date of such farfeitubs, cancellation,
‘surrendsr or sxplration,

0. Anything in this Agreement to the contrary notwitkstanding, it is
hereby understood and agreed that LESSEE may cancel or surrender this lsase at any
time; provided, however, that a3 a condition precadent to such cancellation or

surrander, LESSEE shall pay the cost of taxes and assessment work for the year In

l}n
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which such cancellation or surrendsr shall occur; and further provided that
LESSOR'S prapoftios shall be raturned In as good & condition as existed on
the date of the sxscution hereof, reasonabie wear and tear excepted,

P. Should LESSEE be prevented from complying with any express or
Implisd covenant of this lease by reason of scarcity of or inability to obtain
or usa lsbor, water, syulpment or material, strikss or differences with vor koen,
fallure of carrlers to transport or furnish facilitias for transportation,
complisnce with or obadlence to eny fedaral or state law or any regulation, rule
or order of any govarnmental suthority, force majeure, weather, act of God,
clvil strife, riots, war, or circumstances as & result of war or sctlon ageinst
the enemy, or any cause whatsoevar (other than financial) beyond the control of
LESSEE, whethar s!mll:r:'to or dissimilar fram those snumerated, then while LESSEE
Is sc prevented its obligation to comply with such covenant shall be suspended
and LESSEE shall not be liable In damages for failure to comply thersw!th,

If LESSEE Is prevented by any of said causes from its operations in exploring,
operating, or producing, this lsase shall continua in force as 1f opsrations wers
carried on durilng the time of such praventlon,

Q. LESSEE acknowledges having been advised by LESSOR that som: of the
unpatented designated claims may have to be ralocated. Upon demand by LESSEE,
LESSOR agrees to propsrly locats sald clalms and theresfter promptly make them
subject to this lease, N

fi. This Lease shall be non-assignable in whole or in part, including
the rights or obligstions containad heraln or any part thersof, without the exprass
written consent of both partias harato,

IN WITHESS WHEREOF, LESSOR has exocuted this agreement by its officers,

thersunto duly authorizad and LESSEE has executed this Contract by its officars,

theraunto duly authorized, as of the (3 [ day of J"L[{I’; ./12{,-
' LESSOR:

Attest: 57 Sam @ Z&gr&*"‘

Secretary
LESSEE:
ARABIAN SHIELD DEVELDPHENT COMPANY
By, 4"; L Lt
1" President

-5~ o 14 meD32




Lincoln County

EXHIBIT B
Description of
Ely Valley Mines, Inc.

Mineral Properties and Millsite:

Patented Lode Mining Claims

The Ely Valiey, Ely Valley Nos. 2, 3, 4 & 5,
the 0. K.,

the Margaret Plllans,

Baby Mine Fraction,

Aljce,

Golden Fleece,

Ophir,

Flagstaff,

Jefferson,

Annice and

Silver Dick, patented lode mining-claims, and

Unpatented Lode Mining Claims

The Superior No. | and 2,

0.K. Nos. 2 to 20 inclusive,

The Harvester, Harvester Nos, 2 to 42 inclusive,
The Marion, Marion Nos. 2 to 7 inclusfve.

Millsite

MW 1/4 Section 4, Township 1 North,
Range 67 East, Mount Diablo Meridian.

All of the above properties are situata in the Ely Mining
District, Lincoln County, Nevada,

DH836

No. ... . -
FILED AND RECCRDED AT REQUEST OF

EBY MG Tome

LUNE 3, (F7857
AT 30 MiNUEs past 2 treloex

.E_M)NaOOK_qliiuHOFoﬁmmL
RECORDS. PAGESAZ 7823 | IncoLy

COUNTY, NEVADA,
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