Lncoln Comty

AMENDMENT TO DEVELOPMENT
ROYALTY AGREFMENT AND LEASE

This amendment 15 entered imto this _.:_f_/u_f_'dny of P .
1981, between Metals Development Corp., a Nevada cm;poration; herein--fter
known as "Developer,” and Freiburg Mining Corp., a Nevada corporation,
hereinafter known as "Operator" (the "Amendment"), to a NMaMg Roy-
alty Agreement and Lease between the Developer and Cperator dated May 22,
1980.

WHEREAS, Developer and Operator have agréed to smend the De—
velopment Royalty Agreement and Lease betwean them referred to sbove,
by deleting Paragraphs 1 and 6 of such Agreement in their entirety snd
substituting new Paragraphs 1 and 6 therefor.

NOW THEREFORE, in consideration of the mutual promises and
agreements between Developer and Operator, it is hereby agreed that
Paragraphs 1 and 6 of the Development Royalty Agreement and Lease be~
tween the parties, dated May 22, 1980, are hereby deleted in their en-
tirety, and the following Paragraphs 1 and 6 ara substituted tharefor:

1. Operator shall distribute to Developer a devolnilent TO7=-
alty as described below dyring the term of this Agreemant. This Agres-
ment shall expire on the date which is 99 years from the date herecf or
on the date mineral production from the Freiberg and Delamar Mining
District claims which Operator has a right to dévelop is exhausted and
no minerals, in commercially marketable quantities, are capable of baing
produced, whichever is first to occur. The decision as to exhaustion of
ﬁinerals in commercially marketable quantity shall be in the sole dig-
cretion of Operator.

Operator shall distribute to Developer & royalty Teprasenting

a percentage of the production of the’aggregateﬁ claims which comprise
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the Freiberg and Delamar Mining Digtricts, described on Exhibit B at-

tached hereto, and which Operator has the tight to develop aand mine as

follows: H
i
1
1. 15% of the Gross Dore Bullion return, as that |
tern i{g defined below. I
2. 10Z of the Net Dore Bullion Return, as that v

term is defined below,

DEPINITIONS:

A. Grogs Dore Bullion Return. OCross Dore Bul-
lion Return 18 the grose weight of all refined metal
extracted by Operator from the Freiberg and Delamar
Mining Districts, including, but not limited to, sil- '
ver, gold, lead, zine¢, copper, and whatever othar
mineral is recovered,

B.~ FNet Dore Bullion Return. Net Dora Bulliom
Return is defined as the gross weight of all refined
metal extracted by Operator from the Freiberg and
Delamar Miwing Districts, including, but not limitad
to, eilver, gold, lead, zinc, copper, and vhatever
other mineral is recovered, less: (1) 15X of the Gross
Dore Bullion return, and (1i) the Cost Deduction 1inm .
Cash (as defined below),

C. ~Cost Deduction in Cash. The Cost Deduction
in Cash is defined as the resscnable and actual costs
of mining, hauling, leaching, proceasing and smelting,
including reascnable administrative expenses, as deter~
mined by Operator and expressed in dollars and ceats.

6.  When Operator has received distributions equivalent to.
$3,075,000 valuation in Net Dore Bullion (determined by multiplying the .
number of ounces of Net Dore Bullion which were, or could heve been dfs-
tributed, times the Weekly Average published on the Priday first follow-

ing the date of mailing of the Notice of Availability of Dore Bulliom,
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described herein, for such ounces}, the production Toyalty that the
Developer ghall receive shall become: {1} 15X of the Groes Dore Bullion

Return; and (11} 40X of the Net Dore Bullion Return.

METALS DEVELOPMENT CORP,

b ) Al e

(Title)

STATE OF NEVADA )
)
COUNTY OF CLARK )

On this _{_’i day of tabruny
signed, a Notary Public in and for the ga
missioned and sworm, personally appeared

v1,.1981, before ™, the under-
id County and State, duly com-
i r v S iy nman

4. F A

foregoing Instrument, and acknowledged to
same freely and voluntarily and for the yu
tioned on behalf of said corporation.
unto set my hand and affixed my official
certificate first writt

DAL b c-al= "

NOTARY PLALIS - STATE OF NEVADA
COUNTY OF CLARK

CUUAN i HEAPS

»
(Title}, of Metals Development Corp., a Nevads corporation,
known to me to be the Ferson{s) whose name(s) is/dre subscribad to the

me that he/they executed the
ses and purposes therein men—

In witness vhereof, I have here-

seal the day and year i{n this

Lo Map

MY APFOINTMENT EXPIRES
MARCH 27, 1884

) §5:
COUNTY OF CLARK - )

On this

missioned and SWorn, personally appeared

and purposes therein mentiored on- behalf
whereof, 1 have hereunto set my hand and

3= day of 42/ i0n.:
signed, a Notary Public in and for the said County and State, duly com~

Notary Public

s 1981, before me, the under-

Thomea J. Burrows, President of

Freiburg Mining Corp., a Nevada corporation, known tc me to be the par-
son whose name 18 subscribed to the foregoing instrument, and acknovledged
to me that he executed the same freely and voluntarily and for the uses

of said corporation. In witness
affixed my official seal the

day and year inm this certificate first written,

z.'.‘*-\ NeTAT GF NEVAlim
c REERERR AT Y-
Dowm o - HEAPS
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g CH 27, 13648 3
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DEVELOPMENT ROYALTY AGREEMENT AND LEASE

Tmsummmtmemuﬁ1m0muﬁzhhqof'73“3.12Lbunm !
> !

Metals Development Corp,, a Nevada-corpuration, hereinafter kiown as "Developer™, i;

and Frelburg Mining Corp., & Nevada corperation, hereinafter known as "Operater™
(the “Agreement™).

WHEREAS, Developer hae entered into an agreement to develop certain claims

located in the Freiburg and Delamar Mining Districts, Lincoln County, Nevada, a

description of said claims heing set forth in Exhibit "A"™ attached hereto (the

"Claims"); and,

WHEREAS, Operator desires to enter into an agreement for the davelopment,
mining, and processing of ore located on the Claims; .

HOW, THEREFORE, in consideration of the mutual promises and agreements as
hereinafter set forth, Developer does hereby let, demise and lease to Operator the
Claims together with a1l and singular the appurtenances, improvements, reversion

and reversions, remainder and remainders, rights, privilages, franchises, imwuni-

ties and the profits thereof and does hereby grant to Operator full right and %

authorify to extract ;hetefrom, and thereby own and possess absolutely, any and all
minerals lecated thereon, upon the fellowlng terms and conditioms:

1.  Operator shall distribute to Developer a development royalty as described
below during the term of this Agreement. This Agreement shall expire on the date
which 1s 99 years from the date hereof or on the date mineral production from the
Freiburg and Delamar Mining District claims which Operator has a right to develop
is exhausted and no minerals, in commerciall} marketable quantities, are capable of
being produced, whichever is first to occur. The decision as te eihlustiou of
minerals in commercially marketable gquantity shall be in the sole discretion of
Operator.

Operator shall distribute to Developer & royalty representing a percentage of
the production of the aggregated claims which comprise the Preiburg and Delamar
Mining Districts, described on Exhibit "B" mttached hereto, and which Operator has
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the right to develop and mine, less a percentage of the costs of extractiag,
processing.and smelting to dore bullion such Qroductlnn from such aggregated
claims, When Developer receives a Notice of Availability of Bullion (the "Notice™)
issued pursuvant to Section 4 hereof, Developer ghall have ten (10) calendar days
from the date of mailing of the Hotice to elect to receive as his share of pro=
duction hereunder, either: {a) 501 of the Gross Dore Bullion Return, as that term
s defined below, which election must be gccompanied by a éash payment to Operator
by Developer of a sum equal to 50% of the Cost Deduction in Cash as defined below
and specified in the Notice; or (b) 50X of the Net Dore Bullion Return, as that
tem is defined below. Such election shall be made in writing to Operator at its
address specifled herein apd shall be frrevocable when made. In the event that
Developer fails to make guch election within the time specified, Developer shall be
deemed to have elected to receive Net Dore Bullion. This rayalty formula shall be

applied to each.metal recovered by Operator from the Preiburg and Delamar Mining

Districts.

Defintticoa:

a, Gross Dovre Bullion Return. Gross Dore Bullion Return 1is the gross
welght of all refined metal extracted by Operator from the Freiburg
and Delamar Mining Districts, including but not limited to ailver,
gold, lead, zinc, copper and whatever other mineral is recovered.

b, Net Dore Bullion Return. Net Dore Bullion Return is defined as the
gross weight of all refined metal extracted by Operator from the
Freiburg and Delamar Mining Districts, ineluding but not limited to
silver, gold, lead, zinc, copper and whatever other mineral is
recovered, less the Cost Deduction in Kind (as defined below),

¢. | Cost Deduction in Kind. The Cost Deduction in Kind is defined aa
the reasonable and actual costs of mining, hauling, leaching,
processing and smelting, including reasonable adminietrative ex~
penses, as determined by Operator and expressed in ounces of silver
(ot gold, etc. depending upon the metal extracted). The Cost
Deduction in Kind shall be determined by dividing the dollar value
of casts required to produce the dore bullisn from which the royalty
distribution shall be made by the average price par ounce of silver
(or gold, etc. depending upon the metal extracted) during the week
ef time the dore bullion was smelted. The resulting quotient will
represent the cost, expressed In ounces of dore bullion, required
to produce the dore bullion. The average price per ounce shall ba
detemmined based upon the weekly average ennounced by Handy and
Harman in "Metals Week™ publighed by McGraw Hill (the "Weskly
Average'), )
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 Mecoln County

d. Cost Deduction fn Cash. The Cost Deduction 1n Cash iy defined as

" the reasonable and actual costa of mining, hauling, leaching,
processing and smelting, including reasonable adainistrativa
expenses, ag determined by Operator and expressed in dollars and
cents,

Example of Net Dore Bullion Determination

Assume :

100,000 oz. of silver processed
$600,000 cost of mining, hauling, smelting, administrative eXxpenses,
etec.
§ 35.00 per oz. average price of silver during smelting

Cost Deduction in Kind =

§%§g7529 = 17,143 oz. (Cost Deduéction in Kind)

100,000 oz. processed
=17,143 oz. Cost Deduction in Kind

82,857 or.

82,857 oz. x 50% = 41,428.5 oz. (Royalty Distributien to Davaloper)

Example of Gross Dore Bullicn Determination

Assume:

100,000 oz. of silver processed

$600,000 cost of mining, hauling, smelting, administrative expenses,
etc. {Coat Deduction in Cash)

§ 35.00 per oz. average price of ailver during smelting

Cost Deduction in Kind =

igg-g—?%q = 17,143 oz. (cost deduction in kind)

100,000 oz. x 50% = 50,000 oz. Royalty Distributiom to Developer

$600,000 Cost Deduction in Cash x SO = $300,000 (cash paymant due
to Operstor from Developer)

2.

good and marketable title to all of the Cladms or has the right to mine all of the

Developer represenis and warrants to Operator that: 1) Developer has

Claims and extract any and all minerals located thereon pursiiant to valid and

enforceable leases or agreements [In the event that Developer does not have good

and marketable title or guch right to -mine sny of the Claime, Developer shall

v
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obtain such title or right and leas; such Claim(s) to Operater (by form of agree-
ment identical to this Agreement) prior to such time that Operator desirves to
copmence mining such Claim(s). In additden, Developer agrees to indemnify and
hold hatmless Operator, its officers, directors, shareholders, employees and
agents from any and all losses, claims, costs, liabilities, eapenses and damages
(including reasonable attorneys fees 1hcur£ed in connectién therewith) of whatever
nature and by whomever made, which arise out of the breach by Developer of amy
warraaty or representation contained herein.]; 2) Developer isa corporation in
good standing, duly organized and existing under the laws of the State of Nevada
and has due corporate authority to enter_into this Agreement; 3) this Agreement
has been duly and validly authorized by all necessary corporate action, executed
and delivered by Developer and constitutes a valid and binding agreement of
Developér enforceable against Developer in accordance with 1its terme except as
enforcement thereof may be limited by bankruptéy. insolvency or other laws affecting
enforcement of creditors rights; 4) the Developer hae full power and authority to
lease the Claims to Operator and the execution and delivery of, and performance by
the Developer of its obligations under this Agreement do not and will not violate
or conflict with, constitute a default under or result in a breach of auny of the
terms, conditions or provisions of the Certificate or Articles of Corporation,
Code of Regulations or By-Laws, or any indentures, mortgageu.'deedt of trust,
leases, agreements or instruments to which the Developer is & party ;r by which 1t
or any of its property is bound; 5) there is no action, sult, proceeding or
investigation gt law ot in equity, or before or by any court, public board, or
body, pending or threatened against or affecting the Developer, or, any basis for
such action, suit, proceeding or investigation, wherein an unfavorable deciiipn,
ruling or finding would adversely affect the validity or enforeeablility of this
Agreement,

Developer agrees to furnish to Operater within such time as is satisfactory
to Operator, et Developer's sole cost and expense, ?vidence vhich is satisfactory
to Operator that Developer has good and sarketable title to all of the Claims or
that Developer has the right to mine a1l of the Claims and extract any and all

minerals located thereon pursuant to valid and enforceable leases or agreements
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with third parties.

3. ' The above mentioned royalty distributions shall be made within thirty
(30) days of a completed smelting or milling cycle,

4. Royalty distribution shall be deemed complete upon mailing of the Notice
F.0.B. Ely, Reville or Freiburg, Nevada, The Notice shall specify the Gross Dore
Bullion amount avallable, the Net Dore Bulllion amount, an;'l the Cost Deduction in
Cash in order to facilitate the election by Developer required in Section 1
herein. Storage is to be at Developer’s risk and expense commencing ten (10) days
from date of mailing of the Notice.

5. This Agreement may be immedlately terminated by Developer in the event
that at least 30,000 tons of ore are not mined and processed, auq concentrate
gmelted by Operator during each 12 month period from the date hereof and if every
reagzonable effort is not taken to r‘nine, process, and smelt the additional cre from
the Freiburg and Delamar Mining Districts as is economically feasible, This con—
dition shall not apply im any 12 month peried in which Operater is ressonsbly
prevented from mining, processing, or smelting ore by factors beyond the control
of Operator, vnich may include acta of God, force majeure, labor strikes or
similar labor disruptions, lack of availability of fuel or other neceasary sources
o-f energy, or the existence of a dispute with or interference by any Govermant or
regulatory agency, or a decision to mine less tonnage by mutual agreement.

6.  When Developer has received distributions equivalent to $3,075,000
valyation in Net Dore Bullion, {determined by wmultiplying the number of ocunces of
Net Dotre Bullion uhi;h were, or could have been distributed, times the Weekly
Average published on the Friday first following the date of mailing of the Notice
of Avallability of Dore Bullion, described herein, for such ounces), the production
royalty that the Developer shall receive shall become 75% of the Cross Pore Bullion
Return or 757 of the Net Dore Bullion Return. In the event that Developer is
entitled to receive such percentage increage in royslties and elects to recelve
the Gross Dore Bullion Return, Developer's total required cash payment with respect
to Quch Notice shall be equal to 75% of the Cost Deduction in Cash.

1. Developer shall be obligated to continue exploration, testing, drilling,

and discovery work on the area within the Freiburg and Delsmar Mining Districts
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until the entire district has been thorcughly and ¢completely analyzed. Developur
shall continue to place under claim and agreement all remaining claims in tha
Frelburg and Delamar Mining Districts as is determined to be economically feasible
for mining purposes (the "Future Claimg"), All Future Claims shall be leaged and
assigned to Operator as part of this Agreement herein and shall become part of
this Agreement as if each Future Claim was part of the original Clains subject to
be developed and any minerals extracted therefrom shall be subject to the royalty
deacribed above. Developer, if requested by Operator, shall execute an agreement(s)
similar to this Agreement which will héve the effect of leasing Putura Claims to
Operator. No additional consideration shall be paid or received for the Futurs
Claims.

8. Developer shall be solely responsible for the distribution to a1l claim-
holders under the terms of agreements between Developer and the owners of said
claimg. Developer shall provide 'Dpetator with satisfactory evidence of said
claimholder distribution semi-annuslly.

?. Operator ig hereby granted the right of immedfate entry and possession
of said property upon which the Claims are located and the whole thereof, with a
right reserved in Developer, its agents or legal representative, to enter in and
upon sald property at all reascnable times for the purpose of inspection and to
ensure complete compliance with the terms hereof.

10. Operator shall keep and maintain said property, Hl{er system and ap-
purtenances in a good state of repair, and perform all work, labor, installatiom
or removal of improvements, and to operate the Claims in a manner as is approved
by the Nevada Insp;ctor of Minea, and in accordance with the mining lawm, rules
and regulations of Lincoln County, the State of Nevada, and the United States of
America, -

11. Operator shall on or before August lst of each year cause Proof of Laber
to be filed according to law for annual sssessment work,

12. Operator shall pay or cause to be paid and acquitted all bills and
obligations when and as same becomes due in any manner incurred in the production
or operation of the Claims, and plrtiéulltly a8 to labor, materiale, industrial
insurance and social security obligations, and shall hold Developer harmleas with

reference to any and all such obligations.
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Operator shall pay all state and county ad valorem taxes and all tax assess~
ments upon any and &1l structures and other improvements, machinery, equipment,
tools, supplies, and personal property whatsoever placed upon ssid property by the
Operator. '

13. Operator shall forthwith prepare, record, post and keep posted conspic-
uvously in at least two working places in and upon the Claims a Wotice of Oumer's
Non-Responsibility for any and sll such obligations incurred by or for Developer
in the handling or preparaticon of the Claims.

14. Operator shall at all times keep complete books and recorda, gubject to
ingpection by Developer or Developer's agents st reasonable times, reflecting all
ores mined, marketed or removed from claims covered by this Agresmant.

15. Developer ghall have the right to transfer, sell, or sssign, in whole or
in part, its right in and to this Agreement, as herein provided upon the written
consent of Operator. Operator shall have the right to transfer, sell, or assign
in whole its right in and to this Agreement upnﬁ the written consent of Developer.

16, Operator shall have the right to place in and upon the Claims such
machinery, equipment and improvements as may be reasonable and necessary and
convenient to the cperation of the mining business herein contemplated. In the
event this Agreement be forfeited, or terminated for breach, or voluntarily sur~
rendered, the Operator shall have ninety (90} days after such surrender or ths
recelpt of written notice of default mailed to Operator, postage prepaid, at the
address of said Operator provided herein, or forfeiture, in which to dismantle lml
remove any and all such machinery, mining and related equipment and improvements,
including buildings, except for cement work which has become a part of the land.

17. Time is of the essence in thia Agreement.

18. In the event of voluntary gurrender, or other breach or default in
payment or performance as herein stated {after the expiration of thirty (30} days
after receipt of written notice as described below), Developer shall have the
right of immediate entry and possession of said property. Such right of reentry
and possession of said property and particularly as to machines, equipment and
improvenents placed thereon by Operator, shall be subject to the right of Operator
to remove the same as provided above, and in the event of fallure of the Oparator

to so remove said machinery, equipment and buildings within the time speciffied,

7=
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then in such event, all of the said machinery, eguipment, buildings and improvemsnts
shall be forfeiied to and become the proparty of Developer to the extent of the
title, interest, ouuérship or equity of said Operator as the same shall appear as

of guch date,

19. It is agreed that otherwise than above, in the event of surrender, !
forfeiture, or other breach or default, the exclusive remedy of the Developer
shall be to retain all production royalties in any manner theretofore made, and
they shall become forfeited to Developer,

20, Operator agrees to cowplete and file the semi-ancual net proceeds of

mines return and other similar returns if required by applicable state or fedsral

law.
21, Operator shall have a thirty (30) day grace period after the receipt of
written notice of default from the Developer for the performance of the obliga~

tions specified herein with the exception cof the completion of the snnual assese~

ment work.

22. The terms of this Agreement shall bind and inure to the benefit of the
heirs, assigns, executors, administrators, legal representatives and successors in
interest of the respective parties hereto,

23. Developer is to be provided with copies of all reports and surveys of
work at least once a year, proof of annual labor shall be recorded not later then
the 1st day of August of each year during the term hereof. A'certified copy of
such proof shall be furnished to Developer not later than the 10th day of August
of each such year.

24, Water rights that may be required for the mining, milling cperatioms,
and drilling activities for water wells shall be appropriated to Opdrator under
the laws of the State of Nevada for the project. lpon any termination of this
Agreement by default or otherwise all such rights shall be asgigned to Developar
and all water development shall be deemed a part of the Claims.

25, Communication of Notices: Notices, demands and communications desired
to be given by any party or parties to this Agreement shall be deemed validly
served and given when personally served co ;r addressed to the other party or
parties by registered or certified mail, poétage fully prepaid, addressed to the

address or addresses of such party or parties hereinafter set forth:

-8~
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OPERATOR:

with & copy to:

The date appearing on the reglatered or certified mail receipt shall be : E ;
deemed prima facie evidence of the date on vhich notice was sent. Any party to . ‘
this Agrecment shall have the rlgﬁt to change designation of address to which !
notices are to be addressed by notification in the mauner herein set forth.

26. Operator shall fnstitute and maintain a security control and police
system and take all reasonable weasures and precaution to safeguard ore or som=
centrate and prevent "Hi-~Grading", cladestine removal or theft of same.

27. 1f any term or provision of this Agreement ig held invalid or unenforce-
able or it be held that the lease of anmy of the Claims to Operator be isvalid as
to any such Claim, such holding shall not affect the remainder of this Agresment

or the leasing of all other Claims to Operator and the same shall remsin in full

force and effect.

METALS DEVELOPMENT, CORP. :

2 tond Al

FREIBURG MINING CORP. '

By /{/J 7D:1£4- - C. 8.

£ Nl
v 7 A(Title)

o 45 S 1.57
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STATE OF Veeada )
)} 85
county or Clavk )

On thigw " day of . M-ﬁz , 1980, before me, the undersigned, a
Notary Public in and for the sald County and State, duly commissioned and sworm,
personally appeared Plae A Dedlanan y e tidind  (Title), of Metals

Development Corp., a Nevada corporation, known to me to be the paraon(s) whoae
name{s) is/are subscribed to the foregoing instrument, and acknowledged to me that
he/they executed the same freely and voluntarily and for the uses and purposes
therein mentioned on behalf of said corporation. In witness whereof, I have

hereunto set my hand and affixed my official seal the day and year in this certi-
ficate first written.

P RS oL M
r% Cal P g g Notary Public :
il el H L E DX FES

A
S

STATE OF = < )

nCH a7, 1984

COUNTY OF - - < ¥% )

On this - day of .~ 7. , 1980, before mwe, the undersigned, a Notary
Public in and for the said County and State, duly commiesioned and sworn, personally
appeared . R 3 (Title), of Freiburg Mining Corp., a
Nevada corporation, knmown to me to be the ‘persdn(s) whose name(s} is/are subscribed
to the foregoing Instrument, and acknowledged to me that he/they executed the same
freely and veluntarily and for the uses and purposes therein mentioned on behalf
of sald corporatiod. In witness whereof, 1 have hereunto set my hand and affixed
my official seal ‘the day and year in this certificate first writtea.

R y o -
-';,.--’.{'--.--- L T T e Z
Notary Public Cond /
1y, I
PRIt
. ook DATT
[ E.
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1 -
' Claims Contained in the Delamar Hining District
Claim . Map
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Lincoln County

Claims Contained fn the Delamar Mining Districe (eoncinued)

Claim

Willew Cr

i
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WC-8 Delacar Yorth Area--Composite Property Hap {1/30/1%6)
WC-9 Delamar South Arez--Composite Froperty Hap {12/1/78)

WCDel North Delamar Area  (1/2/79)
WCD-? East Delamar Aren .(2/2/78)
WCD«3 East Delemar Ares  (2/8/78}
WCD-4 Southwest Delemsar Area {(4/1/78)
WCD-5 Central Delamar Area (9/14178)
WCD-6 Northesst Delamar Ares (10/23/78)
WCD-7 North Delamar Ares (9/21/719)
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